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Shareholders’ Interests and Fiduciary Duty of Managements :
The case of U.S. Investment Bank

Koji SumvonATA

ABSTRACT

The U.S. market emphasizes stockholder capitalism. The phenomenon derives from the basic
characteristics of corporations, “Stockholders are individuals or institutions with ownership in a cor-
poration.” Therefore, the management of a corporation must seek financial benefits for stockholders,
and their behaviors and activities reflect the opinions of their stockholders under supervision of di-
rectors, agents of stockholders.

On the other hand, in the cases of big companies’ management failures (bankruptcy or deterio-
rated corporate results), stockholders and public opinion criticize managements® behavior and activities
for “maximizing stockholders’ interests” in the past. In that way, they approve of the management
and “overlook some of failures’ cases’ until corporate failure occurs. Most failures are not sudden.
The causes of the failures occur in ‘the approved duration.” It means that managements have dam-
aged stockholders’ interests.

Therefore, focusing on stockholders’ overlooking some failures °‘causes, this research analyses
and considers overlooking resulting from characteristics of stockholders and managements’ behaviors
and activities. It examines the case of U.S. investment banks before the Lehman Shock.

Keyworps : stockholders and management, stockholder capitalism, overlooking managements’ fiduciary
responsibilities, U.S. Investment banks, management reputation
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