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Structural study of the AIJ investment advisor Scandal

Hidekazu Miyoshi*

Abstract

The purpose of this report is to inspect AlJ investment advisor case by reviewing
investment discretional business structure (hereinafter called ‘Business Structure’) and to
suggest policy implications to prevent similar injustice in future.

The Business Structure has two functions; investment advisor and custodian banking.
A customer can choose different company for each function under Business Structure to
seek best mix of professionals. Why this structure did not function as it was originally
designed, in case of AIJ?

In this analysis, it is found that there is a problem in the Business Structure of
investment trust. Specifically, when the domestic brokerage firm sells foreign investment
trust to domestic investor through private placement, the risk of repeating similar injustice
is high. Triggered by AlJ case, it is desired that financial institutions further strengthen
their information disclosure system and basic asset management function.

Keywords:

AlJ investment advisor scandal, Investment discretional contract, The private
placement investment trust, Business structure, Pension fund, Due care of a prudent
manager
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