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Abstract

The Legal Aspects of Margin Buying and Their Impact on the Parties to
the Margin Contract

(A Comparative Study)

Investors in Egypt are currently looking for alternative ways to banks to
provide liquidity, and the solution has been to turn to the financial markets. For
these markets to successfully trade capital represented by securities, there needs
to be cooperation between financial intermediaries and clients, whether they are
individuals or legal entities. Therefore, the emergence of the activity of buying
securities on margin ("margin buying™) has been a catalyst for increasing market
liquidity and trading volume.

Hence, in this research, we will highlight the definition of margin trading,
the legal nature of margin trading contracts in Egypt and the United States, the
historical origins of margin trading, the operational structure, and activities
similar to margin trading, such as short selling. The research will also cover the
rights and obligations of financial intermediaries and the main risks associated
with them. This research will include a definition of financial intermediaries,
their legal status under Egyptian legislation, the rights derived from engaging in
the activity, the legal obligations imposed on them, and the supervisory role of
the Financial Regulatory Authority over their operations. Finally, the research
will outline the main types of clients and discuss their rights and obligations
when engaging in margin trading, especially the provision of collateral when
debt ratios increase.
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(4) Jay-Goldman, M. "The Relationship between Investment Dealer and Margin Client: A Canadian

Perspective.", Supra, p.264.
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