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1. What is Margin Trading?

What is margin trading?

Investor Securities company

Security deposit

Loan of funds/shares

 A trade in which an investor makes a security deposit with a securities company 

to borrow funds or shares to conduct trading.

Stock exchange

Settlement

(Delivery of funds/shares)

Sell/buy order Execute trades

Margin trading
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Individual investors are the main users of 

margin trading.

More than half of trades by individual

investors are margin trades.

Share of margin and cash trading 

by individual investors

(2022, based on trading value)
Prime Market

Scope: Same as “Trading by Type of Investors”

Share of margin trading by user

(2022, based on trading value)
Prime Market, brokered trades

Scope: Same as “Trading by Type of Investors“

1. What is Margin Trading?

Use of margin trading by individual investors

Individuals
96％

Other
4％

Margin

Trading
73％

Cash 

Trading
27％
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1. What is Margin Trading?

Advantage 1-1: Ability to trade for more than funds on hand (leverage effect)

Within on-hand funds

Funds
Tradable

amount

JPY 300,000 JPY 300,000 

×1

No leverage

Cash trading

Funds

Tradable

amountJPY 300,000 

JPY 1 million

Margin trading

×3.3*

Leverage effect

3.3 times* on-hand funds

*In the case where the margin deposit ratio is 30%
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1. What is Margin Trading?

Advantage 1-2: Securities on hand can be used as security deposits 

(securities in lieu of cash)

JPY 300,000 in cash/shares with market value of 

JPY 300,000

Funds
Tradable

amount

JPY 300,000 JPY 300,000

×1

No leverage

Cash trading

Tradable

amount

JPY 1.8 

million

Margin trading

×3.3*

Leverage effect

Cannot use

shares on hand 

Shares

JPY 0

Funds

JPY 300,000 JPY 240,000

(80%)

Shares

Total JPY 540,000

Ability to effectively 

utilize shares on hand

*In the case where the margin deposit ratio is 30%.
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1. What is Margin Trading?

Advantage 2: Margin trading can start from selling

JPY 10,000

JPY 8,000

Price of Company A stock (price falling) Trading unit: 100 shares

Margin selling

JPY 1,000,000

Repayment purchase

JPY 800,000

In this case, the investor secures a profit of JPY 200,000 

(JPY 1,000,000 – JPY 800,000)

 In margin selling, an investor sells borrowed shares from a securities company and later 

repurchases them to repay the shares.

 In this case, profits are generated when the stock price falls (losses are generated when 

the stock price rises). 
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1. What is Margin Trading?

Advantage 3: Enables hedging against the risk of stock price decline in held shares

JPY 10,000

JPY 8,000

Price of Company B stock (price falling) Trading unit: 100 shares

Margin sale

JPY 1,000,000

Repayment 

purchase

JPY 800,000Hedging the risk of stock price decline in 

held shares during this period

In this case, a cash value loss of JPY 

200,000 is covered by a margin 

trading profit of JPY 200,000.

 I hold JPY 1,000,000 worth of Company B’s shares.

 I think that the price of Company B’s stock will decline.

 But I don't want to sell my shares in Company B.
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2. Outline of Margin Trading

(Reference) Cash tradingNegotiable margin tradingStandardized margin trading

Owned by investor
Borrow from securities company 

(Make security deposit)

Borrow from securities company

(Make security deposit)

Purchase

consideration / 

shares to sell

All listed issues
Selected by securities company 

(in principle, all listed issues)
Selected by the exchange

Issues available for 

trading

None
Determined by securities 

company
Up to 6 monthsTerm limit

Brokerage commissions, etc.

Brokerage commissions, interest 

rates, stock lending fees, 

premium charges, etc.

Brokerage commissions, interest 

rates, stock lending fees,  

premium charges, etc.

Transaction costs

None
Determined by securities 

company
Determined by the exchange

Premium 

charges

Dividends received

Processed according to rules of 

securities company

Equivalent of dividend paid by 

seller to buyer
Dividend

All shareholder rights

In principle, processed in cash

Voting rights and shareholder 

benefits are not covered.

Shareholder rights

• It is not possible to change from standardized margin trading to negotiable margin trading or vice versa partway through.

• Securities companies can use “loans for margin trading “ only in standardized margin trading.

There are two types of margin trading.
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2. Outline of Margin Trading

In negotiable margin trading, investors can use margin trading for listed stocks handled by securities companies.

In standardized margin trading, investors can use margin trading for issues selected as Standardized Margin Trading 

Issues.

All Listed Issues

Standardized

Margin Trading Issues

Loan Margin Trading

Issues

Issues for which, in standardized margin trading, 

securities companies can borrow funds from a 

securities finance company through loans for margin 

trading (≒issues that can be bought through 

standardized margin trading)

Issues for which, in standardized margin trading, 

securities companies can borrow funds and shares

from a securities finance company through loans for 

margin trading (≒issues that can be sold and bought 

through standardized margin trading)
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Outline of Margin Transactions 5/5

2. Outline of Margin Trading

When investors start margin trading, opening a “margin transaction account” at a securities company 

is required.
Request information on opening 

a margin transaction account

Provision of pre-contract documents

Application for opening 

a margin transaction account

Examination by securities company

Approval of account setup (contact)

Submission of “Agreement for Setting up

Margin Transaction Account”

 Request information on opening a margin transaction account 

from a securities company

 Provision is mandatory for customers who are trading on margin 

for the first time (Japan Securities Dealers Association has created 

the reference format).

 Margin trading is processed in a separate account from the 

regular account (the "margin transaction account").

 Each securities company has its own screening criteria based on 

the customer's investment experience, assets under custody from 

customer, etc.

 A document stipulating the rights and obligations of both the 

customer and the securities company in relation to margin 

trading, signed or stamped with a name and seal and submitted 

by the customer to the securities company.
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Settlement of new transaction and execution of 

loans

Deposit of security deposit,

placement of new order for a margin transaction

 Clearly indicate that it is a new margin transaction and whether it is 

a standardized or negotiable margin transaction.

 Deposit security deposits (by noon on T+2)

Maintenance of transaction
 Due to fluctuations in the market price, costs to maintain the 

transaction are incurred such as additional security deposits.

Placement of order for repayment transaction
 Apply for repayment of money or shares borrowed from a 

securities company (settlement through repayment transactions 

(offsetting transactions) or actual receipt/delivery of shares)

 Repayment is due within 6 months for standardized margin trading.

2. Outline of Margin Trading

Understanding the margin trading flow

New margin transaction

T T+2

Loan of purchase 

consideration or 

shares to sell

Application to repay margin 

transaction

(resale/repurchase, etc.)

T T+2

Repayment

Up to six months (for standardized margin 

transactions)
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(2) Details of Margin Transactions 5/11

2. Outline of Margin Trading

Repayment of a margin transaction is the repayment of money or shares borrowed from 

the securities company when trading on margin.

Offsetting transaction

(resale/repurchase)

Resale (repayment of margin purchases)

 Selling (reselling) shares purchased through margin trading in the market

 Proceeds from the sale are used to repay money borrowed from the securities 

company.

Repurchase (repayment of margin sales)

 Purchase (repurchase) shares of the same issue and amount sold in margin trading

 Purchased shares are used to repay shares borrowed from the securities company.

Actual receipt/delivery 

of shares

Actual receipt of shares (repayment of margin purchases)

 The investor uses their own money to repay the money borrowed from the securities 

company.

 Shares purchased on margin are received from the securities company.

Actual delivery of shares (repayment of margin sales)

 The investor repays shares borrowed from the securities company using their own 

shares of the same issue and amount.

 Proceeds from the margin sale are received from the securities company.
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JPY

1 million

JPY

300,000

New margin transaction

Security 

deposit

 At least 30% of the contract value 

for new transactions (minimum JPY 

300,000) is required.

 The security deposit can be 

substituted with securities instead 

of cash.

 Securities in lieu of cash are 

calculated at market value and 

valued at a certain percentage of 

their price.

The security deposit is collateral required for a new margin transaction.

2. Outline of Margin Trading

(For new margin trading of leveraged double-inverse ETFs and ETNs, a security deposit of at least 60% of the contract price is required.)
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If a security deposit has already been made, the total amount of security deposit deemed 

to be deposited is calculated (valued) as follows.

Total Deposit 

= Deposit Received - Fixed Loss - Valuation Loss¹ - Interest, etc. + Fixed Gain²

30

Deposit 

Received

10

Fixed loss

3

Valuation

loss

2

Interest, 

etc.
35

(-)

(-)

(-)

Total 

Deposit

20

Fixed gain

(+)

Fixed gain can be 

added from the time 

the repayment order 

is executed.

¹ Valuation losses can be offset against valuation gains. However, it is not possible to achieve a net gain through this process.

² Only when the customer and securities company have agreed to deposit the relevant gains as security deposit at the time of settlement.

2. Outline of Margin Trading
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In 2013, security deposit calculation was revised.

D
e

p
o

sit

N
e

w
 p

o
sitio

n
B

Prior to January 2013

Not available for use until settlement date. A 

separate security deposit was required.

N
e

w
 p

o
sitio

n
A

D
e

p
o

sit

D
e

p
o

sit

O
ffse

ttin
g

 tra
n

sa
ctio

n

Cannot be 

used

2. Outline of Margin Trading
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Leveraged trading may result in losses greater than the amount of funds on hand.

There are costs inherent in margin trading, such as interest and premium charges.

If the amount of the security deposit falls below a certain percentage, an additional 

security deposit (additional margin) will be required to be deposited to the securities 

company.

Margin trading regulations may be imposed, such as a raise in the security deposit ratio.

Losses in Excess of Funds 

on Hand

Costs

Additional Margin

Trading Regulations

Notes on Margin Trading in General

The maximum loss is unlimited, as losses are incurred when the stock price rises.

(given there is no upper limit to stock prices)

Margin sales are a type of short selling and are therefore subject to the restrictions 

imposed by short selling regulations.

No Cap on Maximum Loss

Short Selling Restrictions

Special Note on Margin Selling

The following points should be noted for margin trading.

3. Points to Note Regarding Margin Trading

 It is necessary to understand before trading that there is a possibility of incurring large losses if the stock price moves 

in the opposite direction to the investment decision.
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SFTWTMS

8765432

1514131211109

Margin trading incurs costs not associated with cash trading.

3. Points to Note Regarding Margin Trading

 Interest - the cost of money lending for margin purchase (buying interest)

 Stock lending fee – the cost of stock lending for margin sales (selling interest)

 Premium charge – the additional cost of stock lending for margin sales 

 Other fees for account management and handling of rights processing, etc.

1. Normal cases

SFTWTMS

8765432

1514131211109

2. Cases that involve non-business days

New 

margin 

transaction
Offsetting 

transaction

Calculation of Premium Charge 

3 days

Even for next-day repayment, some delivery dates may fall on holidays (Saturdays, Sundays, and national holidays). Pay 

attention to the delivery date.

New 

margin 

transaction

1 day
Offsetting 

transaction
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(iii) Margin transactions: Points to keep in 

mind 8/11

3. Points to Note Regarding Margin Trading

TSE monitors the usage of margin trading, and if necessary, designates issues as “Issues Subject 

to Daily Publication" or implements "regulatory measures (measures to raise the security

deposit ratio)".

Designation of Issues Subject to Daily Publication

 Implemented to prevent excessive use of margin trading

 Publication of outstanding margin transactions and margin trading ratios for

issues which are being traded on margin to a certain degree

Regulatory Measures 

 Implemented when the use of margin trading is deemed excessive

<Details of the main regulatory measures>

 Raise in the security deposit ratio, restrictions on securities in lieu of cash (requirement of a 

certain amount of cash)

Example of first-stage regulation: 50% security deposit ratio (including 20% cash)

 TSE implements regulatory measures, etc. in line with its Guidelines.

 For more information, please visit the JPX website.
https://www.jpx.co.jp/english/rules-participants/rules/doc/agreement/index.html
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3. Points to Note Regarding Margin Trading

Japan Securities Finance (JSF) monitors usage of loans for margin trading, and if necessary, 

implements a "Notice for Precaution" or "Restriction/Suspension of Stock Lending Applications" 

to securities companies.

Notice for Precaution

 When there is a risk that the use of a specific issue for stock lending through loans for 

margin trading will increase due to an increase in margin sales, making it difficult for JSF to 

obtain stocks

 JSF issues a notice for precaution to the securities company.

Restriction/Suspension of Stock Lending Applications

 When the use of a specific issue for stock lending through loans for margin trading increases 

due to an increase in margin sales, making it difficult for JSF to obtain stocks

 JSF implements measures on the securities company to restrict or suspend the acceptance 

of new stock lending applications.

 For more information, please visit the JSF website.
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(iv) Various information on margin transactions 1/6

4. Information Related to Margin Trading

TSE and JSF publish the following information to help investors make investment decisions.

Publication time (approximate)ContentsInformation

For negotiable/standardized margin 

trading: 4:00 p.m. on the second 

business day

Current outstanding margin trading: 

3:00 p.m. on the third business day

 Aggregates market-wide outstanding margin 

trading as of the end of the previous week

 Outstanding trading on the two markets of TSE and 

Nagoya Stock Exchange

Current outstanding margin 

transactions (by negotiable margin 

trading/standardized margin trading)

T

S

E

4:30 p.m. on the second business day Outstanding margin trading for each individual 

issue as of the end of the previous week (all issues 

are included in the aggregation).

End-of-Week Outstanding Margin 

Trading by Issue

4:00 p.m. every business day

(Issues subject to TSE and JSF

regulatory measures, etc.)

 Issues for which it is necessary to provide investors 

with detailed margin trading conditions and 

require them to make prudent investment 

decisions, based on the usage conditions of margin 

trading for individual issues.

 Aggregate outstanding margin trading as of the 

previous business day

Outstanding Margin Trading by Issue

Preliminary data: around 7:00 p.m.

Finalized data: around 11:00 p.m.

 Daily outstanding positions by issue, total 

outstanding positions

Outstanding balance of loans for 

margin transactions (stock lending 

balance and money lending balance)J

S

F  Premium Charges rate for each issue after balance 

of loans for margin transactions is determined

 TSE also announces Premium Charges.

Premium Charges
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How to check the data on outstanding margin trading and loans for margin trading (JPX website)

 Published Information
 Outstanding margin trading by issue

 Premium charges

 Margin Trading Ratio (reference information based on guidelines)

 Current outstanding margin trading (by negotiable and standardized margin trading)

 Current outstanding margin trading 

 End-of-week outstanding margin trading by issue 

 Historical data on outstanding margin trading 

4. Information Related to Margin Trading
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(4) Various information on margin transactions 4/6

 Published Information
 Daily publication of margin trading

 Regulatory measures, etc. concerning margin trading

 Information on treatment of rights

4. Information Related to Margin Trading

How to check the status of restrictions on margin trading, etc. (JPX website)
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(4) Various information on margin transactions 4/6

4. Information Related to Margin Trading

How to check the list of standardized/loan margin trading issues, etc. (JPX website)

 Published Information
 List of Standardized/Loan Margin Trading Issues

 Issues Selected for Standardized/Loan Margin Trading

 Issues Disqualified from Standardized/Loan Margin Trading
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(4) Various information on margin transactions 4/6

4. Information Related to Margin Trading

How to check if an individual issue is a Loan Margin Trading Issue (Standardized Margin Trading Issue) (JPX website)

Loan Margin Trading issues are indicated by● in 

these fields
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Conclusion

While margin trading has advantages such as improved capital efficiency and the ability to start 

trading from selling, there are some points to keep in mind that are not present in cash trading. 

When trading on margin, it is necessary to fully understand how it works.

Some securities companies may have their own rules regarding the handling of security deposits 

and various regulations.

Please check and understand the terms and conditions of margin trading.
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Cautionary statement regarding this document

 This material is for informational purposes only and is not intended as a solicitation to invest or as a 

recommendation to trade with any particular securities company. It is not a disclosure document under 

the Financial Instruments and Exchange Act.

 Tokyo Stock Exchange will not be liable for any losses incurred based on this document.

 While every effort has been made to ensure the information provided in this document, we cannot 

guarantee its completeness.

 This document is current as of April 2023. Thereafter, the contents of this document may be subject to 

change without notice due to system upgrades or other reasons.

 While this document explains and describes the margin trading system in plain language, it does not cover 

all of its contents.

 No part of this document may be reproduced or transmitted in any form or by any means, electronic or 

mechanical, for any purpose without the prior written permission of Tokyo Stock Exchange.

DISCLAIMER: This translation may be used for reference purposes only. This English version is not an official 

translation of the original Japanese document. In cases where any differences occur between the English 

version and the original Japanese version, the Japanese version shall prevail. This translation is subject to 

change without notice. Japan Exchange Group, Inc., its subsidiaries, and/or its affiliates shall individually or 

jointly accept no responsibility or liability for damage or loss caused by any error, inaccuracy, 

misunderstanding, or changes with regard to this translation.


