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ABSTRACT

Financial Trust Institutions under Japan's New Trust Law

Shigeru Nishiyama

(Department of Business Administration, Kyushu International University)

This paper examines the nature of Japan's new trust law enacted in 2006, and consequences of the
law for the financial intermediation function of trust institutions. It outlines the legal concept of
trusts contained in the law not only to provide a legal analysis on the financial activities of the
institutions, but also to explain how the concept influences their distinctive function of financial
intermediation. Trust institutions make their financial investments at the direction of their trustors
(settlors) through their passive trusts, where these institutions substantially provide a route for
direct finance in an intermediated form as one of their essential functions. The paper thus focuses
especially on the notion of passive trusts and critically analyzes their financial characteristics
under the new trust law, thereby clarifying that the law provides a more efficient legislative

framework for trust institutions as financial intermediaries.

Keywords: Trust law; Passive trusts; Trust institutions; Financial intermediation; Financial

intermediaries.



