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Abstract
This paper explores the modes of trading of a trading company and their implications on
the risks and returns of trades, focusing on Mitsubishi Corporation in the 1920s.
Mitsubishi employed two modes of trades, i.e. proprietary trading and consignment
trading, and the former trades accounted for 43.8% of the total trades in 1928. From the
original account book of Mitsubishi, I compiled a dataset containing the information of
sales and margins at the individual transaction-level. It is revealed that there is
substantial difference in the distributions of margin rates between proprietary trading
and consignment trading. The distribution of margin rates of the proprietary trading
has fat tails both on the left and right sides, and the average margin rate is significantly
higher than that of consignment trades. As expected, proprietary trading yielded high
risk and high return. The findings of this paper suggests further issues to be explored,
including the choice of modes of trading by Mitsubishi and the mechanisms that

Mitsubishi controlled the risk accompanying proprietary trading.

JEL classification numbers: D22, LL81, N75, N85
Key words: Trading company, Modes of trading, Risks and returns, Economic history,

Business history, Japan
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FH % FH % FH %
Hi 4,185 1.75 2,165 2.06 2,020 1.50
=R 993 1.69 412 1.91 581 1.56
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2= 328 2.32 2.02 12.57 30.79 -214.28
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ZEEEE EA 228 2.25 2.00 257 27.75 0.20
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St EHE| 0564 (0.257) »¢  0.397 (0.255) 0.838 (0.223) *xx  0.453 (0.244) * 0.873 (0.219) sokk
Sl =] -0.058 (0.029) **  -0.036 (0.050) -0.068 (0.034) ¢  -0.052 (0.049)
AR 1.709 (0.359) ok 1.857 (0.311) %
T 3.234 (0.753) *** 3.355 (0.707) %k
S -0.481 (0.209) ** -0.674 (0.210) ***
ME 0.030 (0.297) -0.071 (0.334)
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EHIE 1498  (0.154) **x  1.725 (0.116) ***  1.059 (0.193) **xx 1589 (0.139) ***  0.753 (0.222) **x
Obs. 1,558 1,558 1,558 1,558 1,558

R2 0.011 0.015 0.159 0.027 0.190
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