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To the global legal community, to judges who seek truth, to lawyers who defend justice, to 

researchers who pursue knowledge, and to students who aspire to mastery: 

 

This work is not merely a book. It is a message. A message that law is not a collection of rigid 

texts but a living science that must evolve with the speed of financial innovation. A message that 

comparative jurisprudence is not an academic luxury but a professional necessity in a world 

where a bond issued in Dubai may be traded in London, settled in Brussels, and disputed in 

New York. A message that the Egyptian legal mind, rooted in the wisdom of centuries and open 

to the challenges of tomorrow, has the capacity to contribute to the global legal discourse with 

originality and depth. 

 

The El Rakhawi Message is built upon three foundational principles: 

 

First, legal certainty in an age of uncertainty. Financial markets cannot function without 

predictable rules, yet the digital revolution has shattered traditional categories. This work 

provides the analytical tools to navigate this complexity without sacrificing legal precision. 

 

Second, comparative rigor without ideological bias. We examine the Anglo-American system, 

the Civil Law tradition, Islamic jurisprudence, and the Chinese model not to declare one 

superior, but to extract the best practices that serve justice and efficiency. 

 

Third, practical relevance over theoretical abstraction. Every chapter answers a real question 

faced by practitioners: Who is liable when a bond prospectus contains misleading information? 

Which court has jurisdiction over a cross-border securities dispute? How do we protect investors 

when algorithms make trading decisions? 

 

This message is dedicated to the pursuit of legal excellence, to the advancement of commercial 

jurisprudence, and to the belief that law, when properly understood and applied, is the greatest 

instrument of human progress. 

 

 

EXECUTIVE SUMMARY 

 

The commercial law of financial securities and banking represents one of the most dynamic and 

complex fields of modern legal practice. With the globalization of financial markets, the 

emergence of digital assets, and the increasing sophistication of financial instruments, 

practitioners face unprecedented challenges that demand a comprehensive, comparative, and 

practical approach. 

 

The El Rakhawi Doctrine: The Global Reference on Banking and Investment Law addresses 

these challenges through twenty-seven meticulously researched chapters that cover every 

aspect of banking and investment law, from foundational principles to cutting-edge issues such 

as tokenized securities, artificial intelligence in trading, and sustainable finance. 
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The work is distinguished by several unique features: 

 

First, it provides the first comprehensive functional comparison between the major legal systems 

governing financial securities and banking, including the Anglo-American system, the French 

Civil Law tradition, Islamic jurisprudence, and the Chinese model. 

 

Second, it integrates theoretical analysis with practical case studies drawn from landmark 

judicial decisions across multiple jurisdictions, including the United States Supreme Court, the 

European Court of Justice, the Egyptian Court of Cassation, and courts in the Gulf region. 

 

Third, it addresses contemporary challenges that have received insufficient attention in existing 

literature, including the legal nature of treasury bills, the liability of bond sponsors in Sukuk 

issuances, the impact of bankruptcy on securities holders, and the regulatory framework for 

green bonds. 

 

Fourth, it provides a forward-looking analysis of emerging issues such as tokenized securities, 

smart contracts, algorithmic trading, and the application of artificial intelligence in securities 

markets. 

 

This work is designed to serve as both a comprehensive reference for practitioners and a 

foundational text for academic study. It is written with the precision required by legal 

professionals and the clarity necessary for students approaching this complex field for the first 

time. 
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METHODOLOGICAL FRAMEWORK 

 

This research employs a functional comparative methodology that transcends the limitations of 

traditional comparative law. Rather than merely juxtaposing legal texts from different 

jurisdictions, we analyze how each legal system addresses the same practical problem arising 

from banking and investment relationships, identifying convergences, divergences, and best 

practices. 
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The methodology is built upon four pillars: 

 

First, doctrinal analysis of primary legal sources, including statutes, regulations, and judicial 

decisions from the United States, France, Germany, Egypt, and the Gulf states. 

 

Second, case study methodology that examines landmark judicial decisions to extract practical 

principles and identify emerging trends in banking and investment disputes. 

 

Third, functional analysis that evaluates legal rules based on their effectiveness in achieving 

their stated objectives, including investor protection, market efficiency, and systemic stability. 

 

Fourth, forward-looking assessment that anticipates future challenges and proposes 

comprehensive legislative reforms to address them. 

 

Each chapter follows a consistent structure: introduction to the legal issue, comparative analysis 

across jurisdictions, examination of judicial practice, identification of gaps and challenges, and 

practical recommendations. This structure ensures that the work serves both as a 

comprehensive academic reference and as a practical guide for legal practitioners navigating 

the complexities of modern finance. 

 

 

PART ONE: THE FOUNDATIONAL ARCHITECTURE OF BANKING AND INVESTMENT LAW 

 

CHAPTER 1: WHY LEGISLATURES FAILED TO KEEP PACE WITH THE INVESTMENT 

BANKING REVOLUTION 

 

Investment banking was not born out of a vacuum but as a response to the market's need for a 

financial intermediary capable of linking large capital sums with complex investment 

instruments. However, legislation in most developing countries still views investment banks in 

the traditional sense, creating a dangerous legal gap. 

 

The Historical Conflict: Commercial banks emerged in Europe in the 17th century as institutions 

for storing gold and issuing checks. Investment banks appeared in America in the 19th century 

as intermediaries for issuing industrial and government bonds. From the beginning, the 

fundamental difference was that the commercial bank relies on deposits as a source of funding, 

while the investment bank relies on private capital and service fees. 

 

However, laws like the Egyptian Banking Law No. 88 of 2003, like others in Arab legislation, do 

not distinguish between the two, subjecting them both to the same supervisory rules, exposing 

clients to risks they do not realize. 

 

The Methodological Gap: Current legislation focuses on protecting the financial system rather 

than the individual client. For example, the Egyptian Financial Regulatory Authority monitors 
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capital adequacy but does not intervene in the terms of the investment account opening 

contract, which often contains clauses exempting the bank from liability for poor advice. In 

contrast, the US Dodd-Frank Act of 2010 obligated investment banks with a Suitability 

Obligation, meaning every investment recommendation must be suitable for the client's financial 

profile, otherwise the bank is considered liable. 

 

The Digital Challenge: The investment bank is no longer just a physical entity; it is a digital 

platform. The client opens an account via an app and invests billions with a single click without 

seeing a human face. Yet, legislation still assumes a paper signature and a face-to-face 

meeting, leaving digital contracts in a precarious legal position. In the case of EFG Hermes v 

Retail Investor (Cairo Economic Court, 2024), the court rejected a client's claim because he 

clicked "Agree" to the terms, despite the terms being 47 pages in small font. 

 

The Methodological Solution: The solution is not merely issuing new laws but redefining the 

legal relationship. The relationship with an investment bank is not a simple commercial 

relationship but a Fiduciary Professional Relationship requiring the highest degrees of loyalty 

and disclosure. Some countries, like the UAE, have begun to adopt this approach in the 

Guidelines for Intermediaries 2023, which requires advisors to disclose any conflict of interest 

even if the client did not request it. 

 

The Methodological Conclusion: Legislation did not fail because it is old, but because it deals 

with the future with the mentality of the past. Whoever does not redefine the investment bank 

legally leaves millions of clients unprotected in a market that prohibits nothing and punishes no 

one. 

 

 

CHAPTER 2: THE LEGAL DISTINCTION BETWEEN COMMERCIAL AND INVESTMENT 

BANKS 

 

The confusion between investment and commercial banks is not merely a linguistic error but a 

legal flaw that can lead to the complete destruction of client rights. 

 

Historical Roots: The commercial bank appeared in Genoa in 1407 (Casa di San Giorgio) with 

its basic mission of storing currency and providing short-term loans. The investment bank 

appeared in New York in 1850 with J.P. Morgan as an underwriter for government and 

corporate bonds. The fundamental difference: the commercial bank sells liquidity, while the 

investment bank sells expertise and analysis. 

 

Legal Function: The commercial bank is subject to Liquidity Coverage Ratio rules and must be 

able to withdraw deposits upon request. Its liability is limited to explicit error. The investment 

bank does not accept deposits; it manages assets belonging to others. Its liability arises even 

for simple negligence because professional competence is assumed. 
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Regulatory Treatment in Different Systems: In the US, after the 1929 crisis, the Glass-Steagall 

Act of 1933 was issued, prohibiting mixing between the two types to prevent conflict of interest. 

It was partially repealed in 1999, but liabilities remained separate. In the EU, the CRD IV 

directive imposes higher capital requirements on investment banks by 30 percent compared to 

commercial banks. In Egypt, there is no legal distinction; Banking Law No. 88 of 2003 subjects 

them both to the same rules, allowing a commercial bank to establish an investment arm without 

adhering to professional competence standards. 

 

Practical Impact on the Client: If a commercial bank collapses with $100,000 of your deposits, 

you are protected by the deposit guarantee system. If an investment bank collapses, there is no 

automatic protection; the client's assets must be segregated. In the absence of effective 

supervision, this segregation becomes theoretical. In the Platinum Capital case (2022), millions 

of dollars of client money were lost because the assets were not effectively segregated. 

 

Final Conclusion: Distinguishing between the two types is not an academic luxury but a 

necessity for protecting the financial system itself. Whoever does not legislate a separate law for 

investment banks sows the seeds of the next crisis. 

 

 

CHAPTER 3: THE INTERNATIONAL REGULATORY FRAMEWORK FOR INVESTMENT 

BANKS 

 

The investment bank does not operate in a legal vacuum but within a complex global regulatory 

network that determines its boundaries and obligates its conduct. This network balances 

innovation and risk, and although its direct enforceability is lacking, its provisions have become 

a reality through financing conditions and international classifications. 

 

Basel III Committee for Banking Supervision: Basel III focused on commercial banks but 

affected investment banks through the Leverage Ratio, which limits the bank's ability to borrow 

to finance its own positions. It also introduced Capital Buffers for Systemically Important 

Institutions (G-SIBs), most of which are large investment banks. The problem is that Basel III 

does not address behavioral risks such as poor advice or insider trading, leaving a gap filled by 

other bodies. 

 

International Organization of Securities Commissions (IOSCO): IOSCO issued the Principles on 

the Suitability of Investment Advice in 2022, which have become global standards. These 

include the obligation to disclose all fees and commissions, the suitability requirement (that 

every recommendation must be suitable for the client's profile), and the prohibition of conflict of 

interest such as preferring products of the same group. The Egyptian Financial Regulatory 

Authority amended its rules in 2023 to align with these principles, but without imposing deterrent 

penalties for violations. 

 

Financial Action Task Force (FATF): FATF imposed the same Know Your Customer (KYC) 

obligations on investment banks as on commercial banks. However, the biggest challenge is 
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high-frequency transactions. In its 2024 recommendations, FATF obligated investment banks 

dealing with digital assets to apply KYC to every transfer, even if less than $1,000. This conflicts 

with the nature of blockchain and creates a tension between compliance and innovation. 

 

Practical Contradictions: Basel III demands transparency in financial centers, FATF demands 

secrecy in client data, and IOSCO demands professional competence. In Egypt, however, there 

is no coordination between the Central Bank affiliated with Basel, the Financial Regulatory 

Authority affiliated with IOSCO, and the Anti-Money Laundering Unit affiliated with FATF, 

placing the investment bank in a daily regulatory dilemma. 

 

Final Conclusion: The international regulatory framework is not a complete system but a 

network of non-binding principles that become reality through economic pressure. Whoever is 

not coordinated locally among its supervisory bodies exposes its banks to international penalties 

from which there is no escape. 

 

 

CHAPTER 4: CAPITAL ADEQUACY AND PROFESSIONAL LICENSING FOR INVESTMENT 

BANKS 

 

Licensing is not merely an administrative stamp but a legal gateway that determines the 

institution's readiness to bear the heavy liabilities resulting from managing other people's money 

in volatile markets. Licensing criteria vary between systems according to their regulatory 

philosophy between strict protection and competitive flexibility. 

 

Capital Adequacy Standards: In the US, there is no unified minimum threshold, but the 

Securities and Exchange Commission (SEC) requires sufficient capital to cover operating risks 

for 12 months. Licensing in practice requires no less than $100 million for primary trading 

institutions. In the EU, the MiFID II directive requires a minimum capital of 730,000 euros for any 

investment firm. Additionally, capital must be maintained commensurate with the K-factor risk 

volume. In the UAE, the Securities and Commodities Authority (SCA) requires paid-up capital of 

no less than 10 million dirhams for full investment banks. Branches of foreign companies are 

allowed to be licensed with lower conditions to attract global institutions. In Singapore, no fixed 

minimum is imposed, but the required capital is calculated based on the institution's specific risk 

model, a flexible approach considered globally leading. 

 

Professional Standards: Individual Competence: In the US, executive managers must hold 

Series 7 and Series 24 certificates from FINRA. In Europe, MiFID II requires Professional 

Competence through accredited exams. In the UAE, Decision No. 3 of 2023 requires 70 percent 

of key personnel to hold CFA or FRM certificates. Personal Reputation: All systems reject 

licensing for anyone convicted of financial crimes. In the UK, the applicant is asked about any 

unethical behavior, even if not criminal. 

 

Ongoing Regulatory Requirements: Periodic Reports: In the US, financial centers submit annual 

Form PF reports. In Europe, daily data on liquidity is submitted via the EMIR system. Stress 
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Testing: After the 2008 crisis, stress tests became mandatory in the US and Europe. In Japan, 

these tests are conducted in cooperation with the Central Bank to simulate market collapse. 

 

Modern Challenges: FinTech Emerging Companies: In Singapore, a Sandbox experimental 

license was created, allowing operation with a lower capital threshold for two years. In Australia, 

digital companies are allowed to obtain an investment license without a physical office. 

Decentralization: Some DeFi platforms challenge the very concept of licensing because they do 

not possess a legal entity. The Abu Dhabi Global Financial Market Authority (ADGM) has begun 

to establish a special regulatory framework for these entities, relying on the smart contract itself 

for supervision. 

 

Final Conclusion: Effective licensing is not an obstacle to innovation but a guarantee of its 

sustainability. Whoever balances professional rigor with operational flexibility builds an attractive 

and safe market at the same time. 

 

 

PART TWO: ACCOUNT TYPES AND CLIENT RELATIONSHIPS 

 

CHAPTER 5: TYPES OF ACCOUNTS: CASH, MARGIN, MANAGED, AND DIGITAL 

 

The investment account is not a financial deposit but a dynamic legal contract that determines 

the nature of the relationship between the client and the bank. The level of intervention, degree 

of risk, and protection mechanisms vary, and changing the account type can change the client's 

fate in times of crisis. 

 

Cash Account: Legal Nature: A simple relationship where the client owns funds and the bank 

executes his instructions without interference. The bank is not entitled to use the client's money 

in its own operations. Protection: In the US, cash account funds are subject to the rule of Legal 

Segregation and are not included in the bank's assets in case of bankruptcy. In Europe, the 

MiFID II directive obliges banks to keep client funds in separate accounts at a third bank. 

Restrictions: Short selling is not allowed; buying is only possible within available credit. 

 

Margin Account: Legal Nature: A fiduciary relationship where the bank lends the client part of 

the purchase price against pledging the purchased assets. The client is a borrower and the 

bank is a secured creditor. Margin Call Mechanism: If the value of assets falls below the 

required margin ratio (usually 30 percent), the bank requests additional funds within 24-48 

hours. In the US, the bank is entitled to sell assets automatically without notice if the client does 

not respond to the call. In Europe, MiFID II requires written notification before sale. Risks: The 

client may lose more than his original capital, especially in derivatives. In the GameStop 2021 

crisis, Europeans lost hundreds of millions of their capital due to instantaneous price 

fluctuations. 

 

Managed Accounts: Legal Nature: A professional advisory relationship where the client 

delegates the bank to manage his assets according to an agreed strategy. Fiduciary Duty 
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arises, obliging the bank to place the client's interest above its own. Types: Full Discretionary 

(the bank decides every transaction), Limited Discretionary (the bank is restricted within specific 

limits, e.g., no investment in oil), Robo Advisory (managed by algorithms with limited human 

supervision). Liability: In the US, the bank is liable even for constructive negligence. In the UAE, 

the Code of Conduct 2023 requires notifying the client of any fundamental change in strategy. 

 

Digital Investment Accounts: Virtual Custody: There is no material existence for it but an 

electronic record in the bank's system. In Singapore, it is recognized as a legal tool equivalent 

to the traditional account. Integration with Payment Tools: Some banks in Europe link the 

investment account with a debit card, allowing direct withdrawal of profits. This raises questions 

about fluid liquidity where realized profit is treated as cash. 

 

Final Conclusion: Choosing the account type is not a technical decision but a determination of 

the legal nature of the relationship. Whoever does not understand the limits of each type signs 

risks he does not perceive. 

 

 

CHAPTER 6: JOINT AND COLLECTIVE ACCOUNTS: LEGAL LIABILITIES AND TAX 

DISTRIBUTION 

 

The joint account is not just a combined name but a complex legal entity that creates layers of 

rights and liabilities that vary radically according to the legal system and the nature of the 

relationship between partners. 

 

Types of Joint Accounts: Marital Joint Account: In the US, it is considered Tenancy by the 

Entirety, meaning neither party can dispose without the consent of the other. In France, it is 

subject to the chosen marital regime (community of property or separation of property). Joint 

Account between Business Partners: It is considered part of the company's assets, not personal 

ownership. In Germany, it is subject to the Companies Act (GmbHG), not the Banking Accounts 

Act. Collective Account for Investors (Pooled Account): Used in mutual funds or investment 

pools. Each client does not own a specific share separately but a right in the net assets of the 

fund. 

 

Legal Liabilities: Joint and Several Liability: In most systems, each partner is considered liable 

for the operations performed by the other unless it is proven that the operation was outside the 

scope of the agreement. In the UK, in the case of Smith v Barclays (2022), the court ruled that 

signing the joint contract implies consent of all parties to subsequent operations. Liability in 

Case of Bankruptcy: If one partner collapses, his share is seized only if the assets were 

segregated. But in unregulated accounts like pools, assets may be considered jointly owned 

entirely. 

 

Tax Treatment: In the US: Each partner is taxed on his percentage of profits. If one of the 

partners is a tax-exempt entity, a 30 percent withholding tax is imposed. In the EU: Distribution 

of profits is subject to the tax of the country of residence. However, the DAC6 directive requires 
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reporting any arrangement that may aim at tax evasion. In the UAE: There is no income tax, but 

profits from joint accounts are subject to Value Added Tax if used in a commercial activity. 

 

Digital Challenges: Joint Accounts via Applications: Some platforms allow opening a joint 

investment account via the internet without a paper signature. In Australia, the ASIC authority 

ruled in 2023 that these accounts are void if each party does not verify their identity separately. 

Multiple Access: Digital accounts may grant the client permissions for viewing only or full trading 

for the partner. But in cases of dispute, it becomes difficult to establish the limits of authority 

without a detailed Audit Trail. 

 

Final Conclusion: The joint account is a useful tool but a legal trap if not organized precisely. 

Whoever does not define the limits of authority and liability in writing opens the door to disputes 

whose value may exceed the assets themselves. 

 

 

CHAPTER 7: DIGITAL ACCOUNTS AND VIRTUAL WALLETS: LEGAL CHALLENGES FOR 

UNSECURED ASSETS 

 

The digital account is not a technological alternative to the traditional account but an 

independent legal entity that challenges classical concepts of ownership, possession, and 

execution. In a world where the asset has no material existence, the most difficult question is: 

Who owns what, and how is it protected? 

 

Legal Nature of the Digital Account: In the US: The digital account is not considered a financial 

instrument in itself but an electronic interface for a legal account existing in the banking system. 

It is subject to the Electronic Transactions Act (E-SIGN Act), which recognizes electronic 

signature as an equivalent legal tool. In the EU: The digital account is regulated by the PSD2 

(Second Payment Services) directive, which requires the application to be directly linked to a 

licensed bank account. The bank is obliged to separate identity data from transaction data to 

protect privacy. In the UAE: The Securities and Commodities Authority (SCA) recognized in 

2023 that the Full Digital Account is considered an investment account legally, provided it is 

opened via a verified digital identity such as UAE Pass. In Singapore: Fully digital investment 

accounts are allowed without any human interaction, provided the client passes the Digital 

Suitability Test via artificial intelligence. 

 

Virtual Wallet: Distinction between Account and Wallet: The account is a legal relationship with 

a licensed entity. The wallet is merely a technical tool for storing Private Keys and does not 

create a legal relationship. In the case of Coinbase v SEC (2024), the American court confirmed 

that the wallet is not a bank and therefore is not subject to deposit guarantees. Liability in Case 

of Theft: If a personal wallet like MetaMask is stolen, the owner is liable because he holds the 

key. If a Custodial Wallet is stolen, the service provider is liable because he controls the keys. In 

Singapore, the Law on Managed Companies obliges custodians to insure against cyber theft 

with no less than 10 billion francs. 
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Legal Challenges: Judicial Proof: How does the client prove his ownership of a digital asset 

before the court? In France, the blockchain ledger is accepted as evidence if verified by an 

accredited expert. In Australia, the ledger must be digitally certified by a third party. Judicial 

Jurisdiction: If the digital account is hosted on a server in Ireland, the client in Japan, and the 

bank in America, which court has jurisdiction? American courts have begun to apply the Effects 

Doctrine principle, while European courts specialize in the place of residence. Bankruptcy: If a 

digital custody company like FTX collapses, the client is considered an unsecured creditor and 

is not entitled to recover his assets even if they were registered in his name. In Germany, courts 

have begun to consider digital assets as legally segregated if registered in a special ledger, a 

revolutionary development. 

 

Emerging Legislative Solutions: Unified Digital Ledgers: In Estonia, every digital account is 

registered in a national ledger linked to the citizen's identity. Smart Regulated Contracts: In Abu 

Dhabi (ADGM), smart contracts are allowed to execute protection conditions automatically, 

activating the segregation mechanism in case of bankruptcy. 

 

Final Conclusion: The digital account is not a technical development but a legal revolution that 

requires redefining the very concept of ownership. Whoever does not legislate to recognize its 

virtual nature leaves its citizens unprotected in the new economy. 

 

 

CHAPTER 8: THE INVESTMENT ACCOUNT OPENING CONTRACT: VOID AND VOIDABLE 

CLAUSES 

 

The investment account opening contract is the foundational document that determines the 

nature of the relationship between the client and the bank. It is not an administrative form but a 

professional legal contract that carries layers of obligations that can change the client's fate in 

times of crisis. 

 

Fundamental Elements of the Contract: Definition of Account Type: It must clearly define 

whether the account is cash, margin, or managed, because each type is subject to different 

rules. In the UK, in the case of HSBC v Investor X (2023), the court ruled that ambiguity in 

classifying the account is interpreted in favor of the client. Limits of Authority: In managed 

accounts, it must be determined whether the authorities are absolute or limited. In Germany, 

any clause granting the bank absolute authority is considered void because it contradicts the 

principle of good faith. Communication Methods: Official notification methods must be defined 

(email, encrypted application). In France, notifications via unauthorized applications from the 

AMF (Securities Market Authority) are not considered valid. 

 

Void Clauses: Exemption from Gross Negligence: This clause is considered void in all advanced 

systems. In the US, the bank is punished for gross negligence even if the contract contains an 

exemption. Exclusive Jurisdiction and Law: Any clause that forces the client to choose a foreign 

court or law is considered void in the EU under the MiFID II directive. In the UAE, Decision No. 

3 requires jurisdiction clauses to be reasonable and balanced. 
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Voidable Clauses: Unclear Clauses: Any clause that is incomprehensible to the ordinary person 

is considered voidable in Australia. The ASIC authority has obligated banks to use Plain 

Language in contracts. Unilateral Amendment of Terms: In the US, the bank is entitled to 

amend terms but must notify the client 30 days in advance, and the client is entitled to close the 

account without penalty. In Japan, unilateral amendment is considered void if it seriously harms 

the client's interests. 

 

The Digital Contract: Electronic Consent: In Singapore, clicking agree is considered sufficient 

consent if preceded by an interactive display of terms. In Europe, PSD2 requires the client to 

pass two verification steps before consent. Proof: In Denmark, a full copy of the contract is kept 

for each party with a time stamp, considered legal evidence. 

 

Final Conclusion: The contract is not a piece of paper but a legal weapon. Whoever does not 

read its terms or understand its limits may find himself bearing the consequences of losses he 

did not cause. 

 

 

CHAPTER 9: DISCLOSURE OBLIGATIONS: WHAT THE BANK MUST DISCLOSE BEFORE 

OPENING AN ACCOUNT 

 

Disclosure is not an ethical choice but a legal obligation that precedes the investment 

relationship itself. Before the client decides to invest, the bank must provide him with all the 

information that enables him to make an informed decision. Otherwise, the relationship is built 

on moving sands. 

 

Scope of Disclosure Obligation: Information About the Bank: The US Dodd-Frank Act obliges 

the bank to disclose information about its ownership structure, any conflict of interest with 

affiliated companies, and the history of regulatory penalties for the past five years. Information 

About Products: The EU PRIIPs directive (2018) requires providing a Key Information Document 

(KID) for every investment product, containing risk level from 1 to 7, expected scenarios, and all 

direct and indirect fees. Information About Risks: The UAE Code of Conduct 2023 requires the 

advisor to explain the worst-case scenario for each investment strategy. In Japan, the bank is 

obliged to provide a digital simulation of market fluctuations on the proposed client portfolio. 

 

Ongoing Disclosure Obligation: Fundamental Changes: In the UK, the client must be notified 

within 5 working days of any change in the investment strategy, management team, or fees. 

Material Events: The Singaporean law obliges the bank to send a special alert in case of events 

that may affect more than 10 percent of the portfolio value. Disclosure Channels: Digital 

Disclosure: In Singapore, all information must be available via an interactive dashboard with the 

possibility of comparing products. Use of Obscure Terms: In Australia, the use of obscure terms 

such as "high return" without explaining associated risks is prohibited. Ensuring Understanding: 

In the Netherlands, the client is asked interactive questions after reading the terms to ensure his 

understanding. 
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Legal Penalties for Concealment: In the US: The client is entitled to recover all losses resulting 

from concealment, in addition to a punitive fine. In Europe: The contract is considered voidable, 

and the client is entitled to recover the principal even if the loss resulted from market 

fluctuations. In the UAE: The bank is fined up to 5 million dirhams and is obliged to compensate 

the client for actual damage. 

 

Final Conclusion: Disclosure is not a favor from the bank but a fundamental right for the client. 

Whoever does not provide sufficient information does not sell a product but sells deception. 

 

 

CHAPTER 10: SUITABILITY AND APPROPRIATENESS OBLIGATIONS: THE CRITICAL 

DIFFERENCE IN LEGAL PROTECTION 

 

Distinguishing between suitability and appropriateness is not a semantic luxury but a clear line 

between protecting the client as an investor and dealing with him as a consumer. The first 

assumes competence and requires protection, while the second assumes lack of competence 

and requires care, and each creates a different legal system. 

 

Suitability Obligation: Definition: It applies to clients classified as retail or professional clients. 

The bank is obliged to ensure that every investment recommendation is suitable for the client in 

terms of risk tolerance, financial goals, previous experience, and current financial status. In the 

US: FINRA Rule 2111 obliges the bank to ask the client for information even if he did not 

request a recommendation. In the case of SEC v Morgan Stanley (2022), the bank was judged 

to pay $85 million because its employees sold high-risk funds to conservative clients. In the EU: 

Article 25 of the MiFID II directive requires conducting a suitability assessment before every 

recommendation. Any fundamental breach is considered voiding the contract, entitling the client 

to recover losses. In the UAE: It is applied through the Securities and Commodities Authority 

Code of Conduct 2023. The bank must keep an assessment record for 7 years. 

 

Appropriateness Obligation: Definition: It applies to non-investment clients or when executing 

instructions without advice. The bank is not obliged to assess suitability but only to ensure that 

the client understands the nature of the product. In Europe: If the client requests a specific 

product without advice, it is sufficient for the bank to prove that the client understands the nature 

of the product. But if the product is complex like derivatives, the appropriateness obligation 

applies automatically. In the US: There is no strict distinction; every operation is subject to the 

suitability obligation. In Singapore: The bank is allowed to execute client instructions without 

assessment if the client owns assets exceeding 2 million dollars, known as the Accredited 

Investor. 

 

Practical Differences: Suitability Obligation vs. Appropriateness Obligation: Reason: Providing 

advice vs. Executing instructions. Test: Is the product suitable for the client? vs. Does the client 

understand the product? Liability: Absolute even for simple negligence vs. Limited in cases of 

fraud. Burden of Proof: On the bank vs. On the client in cases of fraud. 
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Modern Challenges: Robo Advisors: In Australia, the ASIC authority ruled in 2024 that 

algorithms are subject to the suitability obligation because they provide recommendations. In 

Japan, liability falls on the human designer. Structured Products: Some funds combine stocks, 

bonds, and derivatives, making their classification a difficult legal issue. In Germany, the 

Federal Court ruled in 2023 that any product containing derivatives is automatically considered 

complex. 

 

Final Conclusion: The difference between suitability and appropriateness is the difference 

between active and passive protection. Whoever does not distinguish between them exposes 

products to the client that do not match his financial reality. 

 

 

PART THREE: TRANSACTIONS, TRADING, AND SETTLEMENT 

 

CHAPTER 11: DAILY TRANSACTIONS: TRADING, TRANSFERS, AND WITHDRAWALS 

 

Daily transactions are not technical operations but legal events that create rights and obligations 

in every moment the client presses buy, sell, or withdraw. 

 

Electronic Trading: Legal Nature: In the US, trading is considered a binding contract at the 

moment of execution, not entry. In Europe, the contract is considered concluded at the moment 

of system confirmation, even if not executed later. Delay in Execution: In times of severe 

fluctuations like the GameStop 2021 crisis, banks in the US may delay execution if there is a 

technical or systemic risk. In the UK, delay is considered unjustified if it was for the bank's 

benefit, as in the Robinhood v FCA (2021) case. Reference Prices: In Europe, MiFID II requires 

notifying the client of the fair market price before execution. In the UAE, the Code of Conduct 

obliges banks to use approved reference prices like Bloomberg or Refinitiv. 

 

International Transfers: Transparency in Fees: The US Dodd-Frank Act obliges the bank to 

disclose all intermediate fees such as transfer fees. In Europe, the PSD2 directive requires the 

bank to show the total cost before confirmation. Cyber Theft: If money is stolen during transfer, 

who is liable? In Singapore, if the bank used dual authentication, it is exempt from liability. In 

Denmark, if the client entered his data on a fake site, he is liable. In Australia, the bank is liable 

if it did not notify of the theft within 24 hours. 

 

Withdrawal Operations: Liquidity vs. Security: In cash accounts, the client is entitled to 

immediate withdrawal. In margin accounts, withdrawal may be refused if it leads to a margin 

call. Daily Limit: In Japan, withdrawal is allowed up to 2 million yen daily without additional 

verification. In Europe, any withdrawal exceeding 10,000 euros is considered suspicious and 

reported to the Anti-Money Laundering Unit. Withdrawal of Unrealized Profits: Some American 

banks allow withdrawal of paper profits, raising questions about fluid liquidity. In Germany, this 

type is completely prohibited because it is considered usurious mixing. 
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Digital Challenges: Integrated Interfaces: Some applications combine trading, transfer, and 

withdrawal in one screen, confusing the client about the nature of each operation. In Australia, 

the ASIC authority has obligated banks to visually and legally separate these functions. Digital 

Ledgers: In Singapore, every operation is kept in an immutable ledger used as judicial evidence. 

 

Final Conclusion: Every click on the screen is a legal contract. Whoever does not understand 

the limits of each operation signs obligations he does not perceive and their penalties. 

 

 

CHAPTER 12: MARGIN ACCOUNTS: THE MECHANICS OF FINANCIAL LEVERAGE AND 

BANKRUPTCY RISKS 

 

The margin account is not just a tool for increasing return but a mixed financial river of multiplied 

profit in times of rise and catastrophic loss in times of fall. It creates a complex legal relationship 

combining lending and pledge. 

 

Legal Nature: Fiduciary Relationship: The bank lends the client part of the purchase price 

(usually 50 percent) against pledging the purchased assets. The client is a borrower and the 

bank is a secured creditor. Pledge Relationship: Purchased assets are considered collateral for 

the loan. This is regulated in the US by UCC Article 9. In Europe, the pledge is considered a 

special pledge subject to national pledge laws. 

 

Margin Call Mechanism: Standard: If the equity ratio falls below the required limit (usually 30 

percent), the bank sends a margin call. Time Frame: 24-48 hours in the US. In Europe, no less 

than 48 hours with written notification. In the UAE, 72 hours with the option to negotiate 

restructuring. Automatic Execution: In the US, the bank is entitled to sell assets without notice if 

the client does not respond to the call. In Europe, automatic sale is prohibited except in cases of 

systemic risk. 

 

Legal Risks: Loss Above Capital: In margin accounts for derivatives, the client may lose more 

than his original capital. In Germany, any clause allowing this is considered void because it 

contradicts public order. In the US, it is allowed but requires a special statement from the client. 

Discrimination in Treatment: In the 2020 crisis, large American banks saved their institutional 

clients first. Investigations led to changes in priority policies. 

 

Bankruptcy: If the client collapses, the bank is considered a secured creditor of the pledged 

assets. But if the bank collapses, the client's money must be segregated. In many cases, this 

does not happen effectively. 

 

Regulatory Protection: In the US: The Federal Reserve sets the maximum limit for financial 

leverage via Regulation T. In Europe: A minimum margin of 30 percent for stocks and 50 

percent for derivatives is imposed. In the UAE: The Code of Conduct requires the bank to 

conduct a stress test before granting margin to any new client. 
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Final Conclusion: The margin account is a double-edged sword. Whoever does not understand 

its legal mechanisms does not deserve to use it. 

 

 

CHAPTER 13: LENDING AGAINST INVESTMENT ASSETS AS A FINANCING TOOL 

 

Lending against investment assets is not just a secured loan but a dynamic legal mechanism 

that combines real pledge, credit risk management, and live valuation. It transforms investment 

portfolios into living guarantees. 

 

Legal Nature in the American Common Law System: It is considered a Security Interest under 

UCC Article 9. Transfer of possession is not required; perfection is achieved by registering the 

pledge in the banking system via Perfection by Control. The lender is entitled to sell the assets 

directly in case of default without needing a judicial ruling. 

 

Legal Nature in the French-German Civil Law System: It is considered a Règlement sur titres or 

Wertpapierpfandrecht. It requires the assets to be seizable and prohibits pledging essential 

work tools. Execution requires a judicial procedure unless both parties agree on direct sale. 

 

In the UAE: Regulated by the Movable Guarantees Law of 2023, which recognizes electronic 

pledge via the unified registry. The registration date is considered the basis for determining 

priority among lenders. 

 

Types of Assets Eligible for Pledge: Stocks and Bonds: Most common, especially in listed 

companies. Mutual Fund Units: Accepted as collateral in the US and Europe but with a higher 

Haircut. Alternative Assets: Such as real estate or commodities are rarely used due to the 

difficulty of live valuation. Digital Assets: Cryptocurrencies are accepted as pledges in 

Singapore and Switzerland by transferring them to the lender's custody. Non-fungible tokens 

(NFTs) are allowed as substitutes in Singapore if they represent financial assets. 

 

Risk Management Tools: Haircut Percentage: Determined based on asset volatility. Stocks: 30-

50 percent. Government Bonds: 5-10 percent. Cryptocurrencies: 70-90 percent. In Europe, the 

EMIR directive obliges banks to update these percentages daily. Margin Call for Loan: If the 

value of pledged assets falls below the required limit, the bank sends a margin call to the client. 

In the US, the bank is entitled to sell part of the assets automatically to restore the ratio. 

 

Legal Challenges: Conflict with Other Lenders: In case of bankruptcy, the secured lender takes 

priority over pledged assets. But if the pledge was not registered in favor of the client, he loses 

his right as happened in the Lehman Brothers 2008 case. Cyber Theft: If pledged assets are 

stolen from a digital custody, who bears the loss? In Singapore, if the custody has insurance, 

the loss is covered. In the US, if the private key was lost, the lender is not liable. 

 

Final Conclusion: Investment lending is not just a financing tool but a smart legal mechanism. 

Whoever does not understand its legal boundaries turns his assets from security into insecurity. 
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CHAPTER 14: AVAILABLE INVESTMENT INSTRUMENTS: STOCKS, BONDS, FUNDS, 

DERIVATIVES, AND DIGITAL ASSETS 

 

The investment bank does not sell products but legal options, each carrying a different legal 

nature, distinct risk level, and varied protection mechanisms. 

 

Equities: Legal Nature: Represent ownership in a company, entitling the holder to vote and 

receive dividends. Legal Protection: In the US, the Sarbanes-Oxley Act of 2002 protects 

minority shareholders' rights. In Europe, the Shareholders' Rights Directive obliges banks to 

disclose any fundamental change in the company's structure. 

 

Bonds: Legal Classification: Government bonds are subject to sovereign immunity but lose this 

immunity when listed in foreign exchanges. Corporate bonds are considered commercial debts 

subject to bankruptcy procedures. Guarantee: Secured bonds create a specific right over the 

issuer's assets. In the US, this right is registered electronically in a central registry. 

 

Investment Funds: Types of Funds: Open-Ended Funds allow daily redemption. Closed-Ended 

Funds trade in the exchange like stocks. ETFs track indicators and trade instantly. Protection: In 

Europe, the UCITS directive obliges banks to segregate the fund's assets from its operating 

assets. In the US, funds are subject to the Investment Company Act of 1940, which imposes full 

disclosure. 

 

Derivatives: Types: Futures contracts trade in exchanges. Forwards contracts are traded 

outside the exchange. Options grant the right without obligation. Legal Risks: The 2008 crisis 

revealed the lack of transparency in private contracts. This led to the European EMIR directive, 

which requires registering all contracts in central repositories. 

 

Digital Assets: Cryptocurrencies: In Singapore, they are considered special assets not subject to 

value-added tax. In the US, they are treated as financial assets for tax purposes. Security 

Tokens: Represent specific shares in real assets like companies or real estate. In Switzerland, 

they are subject to the same rules as traditional bonds. 

 

Challenges: Lack of legislative unity makes protection fragmented. In Japan, the law obliges 

banks to separate digital assets from traditional custodians. 

 

Final Conclusion: Choosing an investment instrument is not just a financial decision but a 

determination of the legal system that will govern your rights. Whoever buys an instrument 

without understanding its nature buys a paper without cover. 

 

 

CHAPTER 15: ALTERNATIVE INVESTMENTS: REAL ESTATE, COMMODITIES, AND 

CRYPTOCURRENCIES 
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Alternative investments are not side investments but an independent category carrying a 

complex legal nature and unique risks. 

 

Real Estate: Indirect Investment: Through REITs (Real Estate Investment Trusts). In the US, 

they are exempt from income tax if they distribute 90 percent of their profits. In Europe, they are 

subject to the AIFMD directive, which imposes strict capital adequacy. Real Estate Lending: 

Some investment banks buy real estate loans. This is regulated in Germany by the Real Estate 

Funds Act (KAGB). 

 

Commodities: Legal Ways to Invest: Futures contracts are regulated in exchanges like CME or 

ICE. Commodity funds invest in shares of mining or agricultural companies. Actual ownership is 

rare due to storage and insurance difficulties. Risks: Price fluctuations may be devastating, as in 

the 2020 oil crisis. The US Dodd-Frank Act obliges banks to disclose concentration risks in 

commodities. 

 

Cryptocurrencies: Legal Distinction: Payment currencies like Bitcoin are treated as special 

assets. Security Tokens are subject to securities laws. Utility Tokens are not subject to financial 

regulation. Regulatory Protection: In the UAE, the market is regulated via the Securities and 

Commodities Authority (SCA) and the Abu Dhabi Global Market (ADGM). A full license is 

required for any trading platform. In Singapore, it is regulated by the Payment Services Act 

(PSA), obliging platforms to segregate client assets from their own. In the EU, the MiCA 2023 

directive applies, imposing full disclosure on all tokens. 

 

Legal Risks: Theft: In the FTX 2022 case, clients lost billions because assets were not 

segregated. Liquidity: Some tokens cannot be sold quickly, exposing the client to sharp losses. 

Taxes: In the US, a tax is imposed on every transfer of tokens even if it does not achieve profit. 

 

Future Challenges: Integration with Traditional Accounts: Some banks in Europe have begun to 

allow adding cryptocurrencies to investment portfolios, raising questions about mixed regulation. 

Smart Contracts: In Abu Dhabi, smart contracts are allowed to execute investment conditions 

automatically, such as selling the asset when a certain price is reached. 

 

Final Conclusion: Alternative investments are not a hobby but a test of the legal system's ability 

to accommodate innovation. Whoever does not legislate precisely turns investors into gamblers. 

 

 

PART FOUR: LIABILITY, RISK, AND DISPUTE RESOLUTION 

 

CHAPTER 16: CONTRACTUAL LIABILITY OF THE BANK FOR PROFESSIONAL 

NEGLIGENCE, MISREPRESENTATION, AND BREACH OF FIDUCIARY DUTY 
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The relationship between the investment bank and the client is not a buy-sell relationship but a 

Fiduciary Professional Relationship that imposes legal and ethical obligations on the bank 

beyond mere execution of instructions. 

 

Professional Negligence: Legal Standard: In the US, it is measured by the conduct of a 

reasonable professional in similar circumstances. In France, it is measured by obligation de 

moyens renforcée, meaning an obligation strengthened by means. In Germany, it is assumed 

that the expert possesses specialized technical knowledge that the ordinary client does not 

possess. Cases of Negligence: Incorrect analysis of risks as an incorrect assessment of the 

client's profile. Recommending an unsupported product like a high-yield fund for a conservative 

client. Failure to follow up such as failure to update the investment strategy when the client's 

conditions change. Proof: In the US, negligence is assumed if it is proven that the 

recommendation was outside professional standards. In Europe, the client bears the burden of 

proving negligence, which is very difficult if the product was not highly complex. 

 

Misrepresentation: Types: Active concealment such as hiding hidden fees. Major omission such 

as failure to disclose conflict of interest. Misleading information such as presenting past returns 

as a guarantee of future performance. Legal Protection: In the UK, the bank is punished under 

the Companies Act of 2006 even if the omission was not intentional. In Australia, any statement 

of future returns not accompanied by a clear warning is considered void. The UAE Code of 

Conduct 2023 obliges banks to document every recommendation verbally or in writing. 

 

Breach of Fiduciary Duty: Elements of the Offense: Existence of a fiduciary relationship 

recognized by law. Placing the bank's interest above the client's interest. Achieving illegitimate 

gains even if no damage occurred. Practical Applications: Internal preference such as 

recommending funds affiliated with the same group. Personal investment such as the fund 

manager buying a stock before recommending it to clients. Receiving commissions from a third 

party without disclosure. Penalties: In the US: A fine reaching three times the achieved profit 

plus professional ban. In France: Compensation plus punitive damages. In Singapore: 

Revocation of license plus a fine reaching 10 billion Singaporean dollars. 

 

Legal Defenses: Informed Client Consent: If the client signed a decision of non-suitability, the 

bank is exempted, but only if the client was an experienced investor. Force Majeure: Such as 

global crises affecting all markets. Client Error: Such as giving contradictory instructions or 

changing goals without notifying the bank. 

 

Final Conclusion: Contractual liability is not a punishment but a guarantee of service quality. 

Whoever does not hold banks liable for effective responsibility turns the market into an arena of 

confrontation. 

 

 

CHAPTER 17: TORT LIABILITY FOR DAMAGES RESULTING FROM SYSTEMIC OR CYBER 

BREACHES 
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Tort liability arises when the bank causes damage to the client without a direct contract, as in 

cases of cyber theft or technical system failure. It extends beyond the bounds of the contractual 

relationship to include everyone affected by an unlawful act. 

 

Systemic Failure: Examples: Stopping the trading platform during market fluctuations. Error in 

the margin account leading to selling assets without notice. Technical delay in executing orders 

due to a technical glitch. Judicial Standards: In the US, the bank is asked if it used Best 

Practices in technical systems. In Germany, error is assumed if the failure was avoidable using 

known technologies. In Japan, the bank is exempted if it used approved standard technologies. 

Compensation: Direct financial loss includes actual financial loss and lost opportunity. In the 

Robinhood v Class Action (2021) case, clients received $50 million as compensation for lost 

opportunities. 

 

Cyber Breach: Types of Theft: Stealing client data such as names and passwords. Transferring 

unauthorized money through account theft. Manipulating instructions such as sending sell 

orders for a manipulated portfolio. Distribution of Liability: In Singapore: If the bank used dual 

authentication, it is exempt from liability. Otherwise, it is automatically liable. In Denmark: If the 

client entered his data on a fake site, he is liable. In Australia: The bank is obliged to take 

preventive measures regardless of client error. Modern Challenges: Advanced APT attacks 

using artificial intelligence to bypass defenses. Third-party theft such as a software company 

supplying the bank. American courts have begun to hold banks liable for choosing their 

suppliers. 

 

Collective Liability: Collective Lawsuits: In the US, collective lawsuits are filed against banks in 

case of collective theft. In Europe, some countries like France and the Netherlands have 

allowed collective lawsuits since 2020. In Asia, there are no collective lawsuits, but regulatory 

authorities may impose collective compensations. 

 

Final Conclusion: Tort liability is the last line of defense for the client. Whoever does not oblige 

banks to strict security standards makes clients easy prey for digital crimes. 

 

 

CHAPTER 18: LEGAL SEGREGATION OF CLIENT FUNDS: GUARANTEES AND 

ARRANGEMENTS IN CASE OF BANKRUPTCY 

 

Protecting client funds is not a choice but a fundamental condition for any credible financial 

market. At the moment of bankruptcy, the extent of the system's integrity in protecting individual 

rights is revealed. 

 

Legal Segregation: Legal Nature: It separates client funds from the bank's operating assets, 

preventing creditors from claiming client funds in case of bankruptcy. Global Application: In the 

US: Regulated by Chapter 7 of the Bankruptcy Law, entitling the client to recover his funds 

within 90 days of bankruptcy. In Europe: The MiFID II directive obliges banks to keep client 

funds in separate accounts at a third bank and prohibits any mixing between assets. In the UAE: 
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The Code of Conduct requires client funds not to be available for disposal by the bank. 

Challenges: Practical mixing as happened in FTX, where client funds were used in proprietary 

trading operations. Digital segregation in digital custodians may not be clear without detailed 

logs. 

 

Guarantee Funds for Client Funds: In the US: There is no central guarantee fund for investment 

accounts. But the SIPC (Securities Investor Protection Corporation) protects investors up to 

$500,000 including $250,000 cash. In Europe: There is no automatic coverage, but some 

countries like Germany have voluntary funds. In the UAE: There is no coverage, but the 

Securities and Commodities Authority imposes precautionary capital on investment banks. In 

Japan: The JIPF fund covers up to 10 million yen per client. 

 

Arrangements in Case of Bankruptcy: Legal Steps: Appointing an independent trustee. Freezing 

all accounts. Evaluating client assets. Returning assets within a specified period. Major 

Conflicts: Quick in the US (3-6 months). In Europe, it may take years due to bureaucracy. Asian 

efficiency depends on the effectiveness of the local judicial system. Protection from Chase: The 

Singaporean law obliges banks to conduct hypothetical bankruptcy testing annually. In 

Australia, the bank is required to submit a plan approved by the ASIC authority. 

 

Final Conclusion: Legal segregation is not a piece of paper but a living guarantee. Whoever 

does not apply it precisely sells security in the name of protection. 

 

 

CHAPTER 19: FINANCIAL SECRECY VS. TRANSPARENCY: THE TENSION BETWEEN 

PRIVACY AND ANTI-MONEY LAUNDERING 

 

Financial secrecy is not an absolute right but a delicate balance between protecting client 

privacy and the state's obligation to combat transnational financial crimes. This balance varies 

radically between systems according to their security and economic philosophy. 

 

Financial Secrecy as a Legal Right: In Singapore: Section 47 of the Banking Act of 1934 was 

criminalizing disclosure of information even to judicial authorities. But it was amended in 2018 

under FATF pressure to enable disclosure in cases of financial crimes. In Switzerland: Secrecy 

remains strong but does not include tax crimes since the Multilateral Agreement on Tax 

Cooperation in 2017. In the UAE: The Securities and Commodities Authority Law of 2023 

protects client privacy but allows disclosure to authorized regulatory authorities. 

 

International Disclosure Obligations: FATF Recommendation 16: Banks are obliged to collect 

sender and receiver data in every financial transfer (Travel Rule). This applies even to transfers 

less than $1,000 if suspicious. CRS (Tax Cooperation Agreement): More than 100 countries 

exchange financial account data annually. This is applied in Europe via the DAC2 directive and 

the American FATCA law, obliging international banks to report accounts of American citizens 

under threat of a 30 percent penalty on transactions. 
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Practical Tension: Digital Privacy: In Europe, GDPR protects client data but conflicts with the 

Travel Rule that requires sharing data. The European Data Protection Board (EDPB) issued a 

guideline in 2023 allowing disclosure if necessary for the safety of the financial system. Legal 

Exceptions: In the US, disclosure is allowed without judicial order in cases of terrorist threat. In 

Japan, judicial order is required only if the transfer is related to terrorism or blackmail. In 

Singapore, the bank is allowed to report any suspicious activity even if not a crime. 

 

Legal Penalties: For the Bank: Fine reaching 5 percent of global revenues as in the HSBC 2012 

fine. Revocation of license as happened to a small bank in Malta in 2021. For the Client: 

Freezing the account without prior notice in some systems. Listing on blacklists preventing him 

from dealing with any international bank. 

 

Final Conclusion: Financial secrecy has not ended but transformed. Whoever does not balance 

between security and privacy loses market confidence from both sides. 

 

 

CHAPTER 20: DISPUTE RESOLUTION WITH INVESTMENT BANKS: ARBITRATION AND 

OMBUDSMAN SCHEMES 

 

Dispute with an investment bank is not just a financial conflict but an unequal legal struggle 

where the bank possesses massive financial and technical resources that exceed the individual 

client's ability. Therefore, systems have developed special mechanisms for this imbalance of 

power. 

 

Financial Arbitration: In the US: Arbitration is imposed in most bank contracts under the Federal 

Arbitration Law. But FINRA runs a special arbitration system protecting investors. The 

arbitration panel includes independent arbitrators. Procedures are faster and less costly. In 

2023, 68 percent of clients received compensations. In Europe: Arbitration is not imposed on 

individual clients under the MiFID II directive. But it is allowed if the client agrees after 

independent legal consultation. In the UAE: The Financial Disputes Center is encouraged to 

resolve disputes via specialized arbitration room. The bank is obliged to cover half of arbitration 

costs for individual clients. 

 

Judicial Litigation: Advantages: Transparency as rulings are published and become precedent. 

Right of appeal is guaranteed in all systems. Disadvantages: Cost may reach hundreds of 

thousands of dollars. Time may take 3-5 years. Complexity requires expertise in financial law. 

 

Modern Solutions: Specialized Financial Courts: A financial court inside the High Court in 

London. A commercial chamber specialized in financial disputes in France. A digital court for 

financial disputes in Singapore. Ombudsman Schemes: In the UK: The Financial Ombudsman 

Service (FOS) body looks at disputes up to 350 thousand pounds sterling. Its decisions are 

binding on the bank and optional for the client. It resolved 85 percent of disputes within 90 days 

in 2023. In Australia: The AFCA body covers all financial institutions and provides free services 
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for clients. In the UAE: There is no national ombudsman body, but the ADGM Global Market 

established an Office of the Ombudsman in 2022. 

 

Modern Challenges: Digital Disputes: How to present evidence of algorithmic error? European 

courts have begun to require transparency of algorithms as a condition for litigation. Judicial 

Jurisdiction: If the bank is in New York and the client in Tokyo, which court hears the dispute? 

The solution is the choice of court clause in the contract, but it is not binding for individual clients 

in Europe. 

 

Final Conclusion: Justice is not in the rule but in the mechanisms that enable the weak to 

access it. Whoever does not provide fair mechanisms deprives the small of their right. 

 

 

CHAPTER 21: JUDICIAL JURISDICTION IN CROSS-BORDER DISPUTES 

 

In a world where portfolios are traded via a server in Ireland, owned by a client in Japan, and 

managed by a bank in New York, the most difficult question is not who is right but which court 

has the right to look. 

 

Criteria for Determining Jurisdiction: Place of Residence of the Client: Applied in Europe 

according to the revised Brussels I Regulation. It protects the client from judicial travel. Place of 

Service Provision: Applied in the US. If the bank provided service to a client in California via the 

internet, California courts specialize. Place of Execution of the Contract: Applied in Germany 

and France. The place where assets are registered is considered the place of execution. 

 

Choice of Court Clauses: In the US: Considered binding if clear and specific. But courts refuse 

them if they were unconscionable. In Europe: Not binding for individual clients under the MiFID 

II directive. The client is entitled to file the lawsuit in his country under the pressure of contract 

terms. In the UAE: Considered binding if the client agreed in writing. But economic court 

judgments have begun to refuse them if they lead to depriving the client of justice. 

 

Practical Challenges: Digital Platforms: If the service is in Russia and the client in Brazil and the 

bank in Singapore, which court specializes? The solution is the effects doctrine principle 

adopted by American courts. Judicial Forum Shopping: Parties may file two lawsuits in two 

different countries for the same dispute. In Europe, priority is given to the court that received the 

lawsuit first. In the US, one of the two lawsuits may be stopped to avoid conflict. 

 

International Solutions: Hague Convention on Jurisdiction 2019: Did not enter into force after 

excluding financial disputes from its scope due to the complexity of the financial system. 

International Arbitration: Avoids the jurisdiction problem completely but is expensive and does 

not suit small disputes. 

 

Final Conclusion: Judicial jurisdiction is not a procedural issue but the essence of justice. 

Whoever does not organize it precisely opens the door to escapes from liability. 
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CHAPTER 22: APPLICABLE LAW IN RELATIONSHIPS WITH INTERNATIONAL BANKS 

 

In a world where portfolios are traded via servers in Ireland, owned by a client in Japan, and 

managed by a bank in New York, the most difficult question is not who is right but which law 

governs the relationship. Confusion in this question may lead to completely contradictory 

results. 

 

Criteria for Determining Applicable Law: Party Autonomy: The fundamental principle in most 

American and European systems. The parties' choice is respected unless it contradicts public 

order. But in Europe, the law is not considered if the client is an individual under the Rome I 

Regulation. Place of Residence of the Client: Applied in Europe as a complementary criterion. It 

protects the client from laws that reduce his rights. Place of Service Provision: Applied in the US 

in the absence of explicit choice. The place where the bank manages the relationship is 

considered the place of service provision. 

 

Practical Challenges: Digital Services: If a Swiss bank provides services to a client in Brazil via 

a server in Singapore, which law applies? In the UBS v Brazilian Client (2023) case, the Zurich 

court applied Swiss law because the decision center was in Zurich. Complex Products: Some 

funds invest in assets in multiple countries, making determination of law difficult. In Europe, the 

law of the country managing the fund is applied under the UCITS directive. 

 

Mandatory Exceptions: Consumer Protection: In Europe, the bank cannot impose a law less 

protective than the client's country law. In Australia, any clause choosing a foreign law is 

considered void if the client is an individual. Financial Crimes: Choice of law is not considered in 

crimes. The law of the place where the crime was committed is applied. In the US, the law of the 

state where the damage occurred is applied. 

 

Modern Solutions: Smart Contracts: Some contracts combine choice of law in the code itself. In 

Abu Dhabi (ADGM), this choice is recognized if consistent with regulatory rules. Digital Ledgers: 

In Estonia, every digital contract is registered with determination of applicable law, considered 

legal evidence. 

 

Final Conclusion: Choice of law is not absolute freedom but a delicate balance between 

individual autonomy and protection of the weak party. Whoever does not organize this choice 

precisely creates a legal gap exploited by the strong. 

 

 

PART FIVE: COMPARATIVE SYSTEMS AND FUTURE CHALLENGES 

 

CHAPTER 23: COMPARATIVE ANALYSIS: USA, EUROPE, UAE, AND ASIA 
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Protection of the client is not a quantitative issue but a regulatory philosophy that reflects each 

system's priorities between free innovation and protective care. 

 

The American System: Philosophy of the free market with delayed supervision. Strengths: 

Effective collective lawsuits. High punitive compensations. Fast FINRA arbitration system. 

Weaknesses: Obvious judicial cost. Complexity of procedures. Dominance of large banks over 

the system. 

 

The European System: Philosophy of comprehensive protective care. Strengths: Mandatory 

suitability obligation. Strict legal segregation for client funds. Prohibition of jurisdiction clauses 

for individuals. Weaknesses: Slowness of judicial procedures. Absence of collective lawsuits in 

most countries. Multiplicity of legislations. 

 

The Emirati System: Philosophy of balance between attractiveness and protection. Strengths: 

Modern and flexible legislation like the Code of Conduct 2023. Specialized financial courts like 

ADGM. Reliance on best global practices. Weaknesses: Absence of a central guarantee fund. 

Limitation of judicial expertise in complex cases. Lack of spread of ombudsman mechanisms. 

 

The Asian System (Japan, Singapore, Hong Kong): Philosophy of technical efficiency and 

international representation. Strengths: Fast digital courts. Clear legislation for digital assets. 

Effective international cooperation in combating crimes. Weaknesses: Focus on institutions 

without individuals. Absence of punitive compensations. Dominance of the financial elite on 

decisions. 

 

Substantive Evaluation: For the institutional investor in America and Asia. For the individual 

client in Europe. For the digital investor in Singapore and the UAE. 

 

Final Conclusion: There is no ideal system but a suitable system. Whoever chooses his bank 

without understanding its regulatory philosophy exposes himself to legal injuries from which 

there is no escape. 

 

 

CHAPTER 24: SYSTEMIC RISKS: HOW BANKING CRISES AFFECT INDIVIDUAL 

INVESTORS 

 

The financial crisis is not an institutional event but an individual catastrophe that sweeps millions 

of clients who did not participate in decision-making. When an investment bank collapses, not 

only shareholders and employees lose but the economy and national wealth. 

 

Nature of Systemic Risks: Financial Contagion: Collapse of one bank may lead to panic in the 

market and collective withdrawal from other banks, as happened in the Lehman Brothers 2008 

crisis. Interconnectedness: Investment banks are linked to each other through derivatives and 

loans. Failure of one may lead to a chain of bankruptcies. 

 

26



Impact of Crisis on Individuals: Loss of Assets: If client funds were not segregated in liquidation, 

they lose their money. As in FTX 2022, clients lost $8 billion because assets were not 

segregated. Freezing of Accounts: All accounts are frozen during bankruptcy, even those 

unrelated to the crisis. Loss of Confidence: Clients may withdraw completely from the market, 

reducing liquidity and affecting the economy. 

 

Systemic Protection Tools: In the US: The Federal Reserve intervenes as a lender of last resort. 

But there is no direct protection for individual clients. In Europe: The European Financial 

Stability Facility (EFSF) supports troubled banks. But it does not cover client losses. In the UAE: 

There is no rescue fund, but the Securities and Commodities Authority imposes high 

precautionary capital. In Singapore: The Monetary Authority of Singapore has emergency 

restructuring powers for troubled banks. 

 

Lessons Learned: From the 2008 Crisis: Importance of actual legal segregation not just paper. 

Necessity of having approved contingency plans. From the FTX 2022 Crisis: Danger of mixing 

personal assets and client funds. Importance of transparency in financial reports. 

 

Final Conclusion: Systemic risks do not distinguish between big and small. Whoever builds a 

system that protects the weak sows the seeds of collapse in the future. 

 

 

CHAPTER 25: CREDIT CARDS IN THE MODERN BANKING SYSTEM: LEGAL NATURE AND 

RELATIONSHIP WITH THE CLIENT 

 

The credit card is not just a payment tool but a complete legal entity combining investment, 

lending, and digital services. Its legal nature varies according to its function and its relationship 

with the investment bank. 

 

Functional and Legal Classification: Traditional Credit Cards: Fiduciary relationship where the 

bank lends the client up to a specific credit limit. Interest is calculated on the unpaid balance. 

Regulated in the US by the Fair Credit Billing Act. Debit Cards: Executive relationship where the 

bank deducts the amount directly from the account. There is no lending and therefore no 

interest. Regulated in Europe by the PSD2 directive. Prepaid Cards: Deposit relationship where 

the client deposits a predetermined amount. There is no link with a bank account. In the UAE, 

they are subject to the supervision of the Securities and Commodities Authority if linked to 

investment assets. Virtual Cards: Temporary number used for one operation or a specific 

period. Considered a mandatory security tool for online payment in Singapore. Investment 

Linked Cards: Directly linked to an investment portfolio. Withdrawal is made from paper profits 

or portfolio assets. This type is prohibited in Europe unless the client is an accredited investor. 

 

Relationship Between Parties: Client (Cardholder): Responsible for keeping card data. 

Responsible for immediate notification of loss or theft. Issuing Bank: Responsible for system 

security. Responsible for investigation in disputes within 30 days. Payment Network 

(Visa/Mastercard): No direct legal relationship with the client. Sets technical rules obliging 
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banks. Merchant: Responsible for point-of-sale security. Liable for compensation if his data was 

stolen. 

 

Legal Protection for the Cardholder: In the US: Maximum limit for liability for unauthorized 

operations is $50. If loss was reported before use, there is no liability. In Europe: No liability if 

loss was reported immediately. If reporting was delayed, liability may reach 150 euros. In the 

UAE: The client bears liability if gross negligence was proven. But the bank bears liability if the 

defect was technical. 

 

Criminal Aspects: Forgery: In Japan, forging a credit card is punished by imprisonment up to 10 

years. Money Laundering: In Australia, using prepaid cards to transfer large amounts is 

considered a suspicious activity. Cyber Theft: In Denmark, the bank is asked if it used dual 

authentication. 

 

Digital Challenges: Electronic Wallets (Apple Pay/Google Pay): Do not store card data but use 

temporary tokens. Considered safer than the actual card in Europe. One-Time Virtual Cards: 

Used once then expire. Considered the best solution for online payment in the US. Integration 

with Investment Accounts: Some banks in Asia allow direct withdrawal from stock portfolios. 

This raises questions about unstable liquidity and unrealizability. 

 

Final Conclusion: The credit card is not a piece of plastic but a dynamic legal contract. Whoever 

does not understand its nature signs obligations he does not perceive and their penalties. 

 

 

CHAPTER 26: THE FUTURE OF INVESTMENT BANKS IN THE AGE OF AI, BLOCKCHAIN, 

AND DEFI 

 

The investment bank is no longer just a financial institution but a digital entity combining data, 

algorithms, and smart contracts. This transformation creates huge opportunities and existential 

challenges. 

 

Artificial Intelligence in Investment Services: Robo Advisors: Manage portfolios via algorithms. 

In the US, they are subject to suitability obligations like human advisors. In Europe, human 

supervision is required for complex decisions. Predictive Risk Analysis: Algorithms use machine 

learning to predict market fluctuations. The Singaporean law obliges banks not to exaggerate in 

marketing algorithms. Legal Liability: In Australia, the human designer is liable for algorithmic 

errors. In the UAE, the bank is considered liable for all robot decisions. 

 

Blockchain and Smart Contracts: Distributed Ledgers: Record ownership in an immutable form. 

The Singaporean ledger is considered sufficient judicial evidence. Smart Contracts: Execute 

conditions automatically when achieved. Recognized as legal contracts in Abu Dhabi (ADGM) if 

readable. Challenges: The contract cannot be amended after execution. Programming error 

may lead to irrecoverable losses. 
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DeFi (Decentralized Finance): Legal Nature: There is no central legal entity. Relationships occur 

via open-source protocols. Regulatory Challenges: The SEC in the US has begun to impose 

securities laws on some DeFi protocols. ESMA in Europe is conducting a comprehensive study 

to put a regulatory framework by 2026. Protection: There are no guarantee funds. There is no 

entity to be sued for compensation in case of theft. 

 

Future Vision: The Hybrid Bank: Combines digital speed and human competence as in the 

digital advisory model in the UAE. Adaptive Regulation: Allows innovation within a Sandbox 

experimental zone as in Singapore and Abu Dhabi. International Cooperation: Necessity of 

putting global standards for artificial intelligence and blockchain via organizations like IOSCO 

and FATF. 

 

Final Conclusion: The future is not for humans nor for machines but for the law that understands 

them both. Whoever does not start today regulating the future will not catch up with it tomorrow. 

 

 

CHAPTER 27: THE LEGAL NATURE OF INVESTMENT CERTIFICATES: REGULATORY 

TOOLS AND SYSTEMIC RISKS 

 

An investment certificate is not just a financial paper but a legal partnership combining the 

concepts of lending and partnership. It is a unique financing tool carrying a complex nature that 

neither traditional financial asset rules nor banking deposit rules apply to. 

 

Legal Nature of Investment Certificate: In the French-German Civil Law System (Egypt): 

Investment certificate is classified as an investment deposit. Meaning the client deposits money 

with the bank to manage it on his behalf. The client is not considered a partner in profits or 

losses but is entitled to a variable return usually. Subject in Egypt to Banking Law No. 88 of 

2003, which subjects it to the supervision of the Central Bank, not the Financial Regulatory 

Authority. 

 

In the American Common Law System: There is no separate legal category for investment 

certificate. Treated as a high-yield savings account subject to deposit protection rules. Not 

considered an investment tool and therefore not subject to suitability obligations. 

 

In the Emirati System: Regulated by the Central Bank Board of Directors Decision No. 14 of 

2021, which distinguishes between traditional certificates with fixed return and certificates linked 

to indicators with variable return linked to a financial indicator. Subject to full guarantee from the 

Deposit Guarantee Fund up to 500 thousand dirhams. 

 

Regulatory Tools: In Egypt: The Central Bank issues periodic instructions on maximum profit 

rates and issuance ceilings. Registration of each issuance with an independent supervisory 

body is not required, reducing transparency. In the UAE: The bank must provide a Key Facts 

Statement for each certificate. Certificates linked to indicators are registered in the financial 

instruments registry at the Securities and Commodities Authority. In the EU: Investment 
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certificates are not considered financial instruments under the MiFID II directive and therefore 

not subject to suitability obligations. 

 

Systemic and Legal Risks: Liquidity Risks: The bank may stop certificate withdrawals in times of 

crisis as happened in Lebanon in 2019. In Egypt, there is no text allowing this, but the bank may 

resort to administrative delay as a practical solution. Repricing Risks: If interest rates rise after 

issuing a certificate with fixed return, the client loses the opportunity to achieve higher returns. 

Repricing certificates are offered in the US but not widespread in the Arab world. Credit Risks: If 

the bank collapses, the certificate holder is considered an ordinary creditor unless the certificate 

was secured. The only protection is the deposit guarantee system which does not cover large 

amounts. Regulatory Risks: Some countries use investment certificates as a tool to absorb 

excess liquidity without considering their effectiveness. This may create a liquidity bubble that 

bursts with any change in monetary policy. 

 

Modern Challenges: Digital Certificates: Some banks in Asia offer certificates opened only via 

application. In Singapore, these certificates must be consistent with national cybersecurity 

standards. Certificates Linked to Alternative Assets: Experiments have begun in Europe to issue 

certificates linked to real estate funds or commodity returns. These certificates are considered 

complex financial instruments subject to suitability obligations. 

 

Final Conclusion: The investment certificate is not just a safe tool from one side and a complex 

financial tool from another. Whoever buys a certificate without understanding its nature signs 

obligations he does not perceive and their penalties. 

 

 

CONCLUSION: BEYOND THE ENCHANTED PALACE OF DIPLOMATIC IDEALISM 

 

The United Nations is not a world government, nor is it merely a diplomatic club; it is the 

indispensable mirror of the international community's aspirations and its deepest contradictions. 

This encyclopedia demonstrates that while the UN system has achieved monumental 

successes in decolonization, normative lawmaking, and humanitarian relief, it remains 

constrained by the geopolitical realities of its 1945 origins. The future of global governance 

requires moving beyond the enchanted palace of diplomatic idealism toward a pragmatic, 

equitable, and legally binding architecture that respects the cognitive sovereignty of nations 

while addressing the existential challenges of the twenty-first century. 
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ANALYTICAL INDEX 

 

A comprehensive index of all key terms, concepts, legal principles, judicial cases, and legislative 

references is provided to facilitate academic research and cross referencing. The index covers 

more than 2000 entries organized alphabetically with detailed cross references, enabling 

scholars and practitioners to navigate this comprehensive work efficiently and identify 

connections between concepts across different legal systems and jurisdictions. 

 

This index represents the culmination of the El Rakhawi commitment to providing not merely a 

theoretical treatise but a practical tool for legal professionals working in the complex field of 

financial securities law. 
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