ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Banking:

The Gramm-Leach-Bliley Act modifies the regulatory framework relating to trade in financial services by permitting domestic and foreign banking institutions to become financial holding companies that can offer banking, securities, insurance, and other financial products.

	Banking:

A license generally is required to establish banking institutions within the United States.  Non-financial enterprises generally may not establish banking institutions in the United States.

Securities:

The framework for the United States federal securities regime is contained in the following federal laws:  The Securities Act of 1933The Securities Exchange Act of 1934The Public Utility Holding Company Act of 1935The Trust Indenture Act of 1939The Investment Company Act of 1940The Investment Advisor Act of 1940The Securities Investor Protection Act of 1970In addition, the securities regime includes rules and regulations promulgated by the U.S. Securities and Exchange Commission (SEC), an independent regulatory agency.  More information may be found at http://www.sec.gov/.
Insurance:

In the United States, the individual U.S states regulate insurance.  These responsibilities are provided under the McCarran-Ferguson Act of 1945. The National Association of Insurance Commissioners (NAIC), a national organization of the state insurance regulators, coordinates or standardizes regulatory requirements through the development of model laws.


	None currently contemplated.

	Licensing and 

Qualification Requirements of Service Providers


	No change since last IAP.
	Banking:

Qualification requirements to obtain a banking license vary depending upon the licensing authority and type of banking institution, but generally involve, among other things, a review of the management and financial condition of the applicant.  Information on state licensing requirements may be found through the first website listed below.  The other websites provide information on federal licensing requirements.

http://www.csbs.org/; http://www.occ.treas.gov/; http://www.federalreserve.gov/; http://www.fdic.gov/; http://www.ots.treas.gov/
Securities:

Registration of Broker-Dealers: Generally, all broker-dealers must register with the SEC before they may offer services to U.S. investors, unless exempted.  Conditional exemptions from registration for foreign broker-dealers that want to operate in the U.S. are found in Rule 15(a)(6) of the Securities Exchange Act of 1934.

Registration of Investment Companies: Generally, foreign and domestic investment companies must register with the SEC in order to publicly offer securities to U.S. investors unless exempted.  A foreign investment company may register to operate in the U.S. under Section 7(d) of the Investment Company Act of 1940. 

Registration of Investment Advisers: In general, all investment advisors, whether domestic or foreign, must register with the SEC prior to offering their services to U.S. investors unless exempted.  A foreign investment adviser may register in the U.S. under Section 203(c) of the Investment Advisers Act of 1940.

The governing law and regulations and the procedures and requirements for futures and options trading, as well as other information about the Commodity Futures Trading Commission, the government regulator for futures and options trading, can be found at http://www.cftc.gov/.

For information on the individual state securities administrators, see http://www.nasaa.org/.
Insurance:

Insurers must meet the licensing and operating standards of each state in which they do business.  Solvency regulation rests primarily with each insurer=s home state but rate regulation is performed by all states for insurance firms operating in their respective jurisdictions.  The state regulators work through the NAIC to coordinate and standardize regulatory requirements as appropriate. The regulatory system for insurance agents/brokers is evolving to allow one state to recognize the license granted by another state (reciprocity).  See the NAIC website (www.naic.org) with links to the websites of U.S state insurance regulators, for more details.

Under the Gramm-Leach-Bliley Act of 1999 (see the banking section of this report for more details), the U.S state regulators continue to have functional responsibility for regulating insurance operations that are part of financial holding companies.


	None currently contemplated.

	Foreign Entry


	No change since last IAP.
	Banking:

The prevailing policy of the United States has been, and continues to be, to provide national treatment to foreign investors in their establishment and operation of financial institutions within the United States.  As practiced, national treatment accords substantially the same treatment to foreign financial institutions in the United States as is extended to U.S. financial firms in like circumstances.  In addition to the qualification requirements discussed above, foreign banking institutions seeking to establish banking operations in the United States must be subject to certain levels of prudential supervision on a consolidated basis by home country supervisors and are required to provide assurances of access to information for purposes of determining compliance with law.

Securities:

See the above section for the laws and regulations containing the requirements for foreign service providers to enter  the U.S. market.

Insurance:

The United States is open to non-U.S insurance providers, who, for the most part, receive national treatment.  Non-U.S insurers can operate as a branch or a subsidiary.  For some insurance sub-sectors, non-U.S insurers also may supply insurance on a cross-border basis.  (See U.S GATS schedule.)


	None currently contemplated.

	Discriminatory Treatment/

MFN


	The Office of the Comptroller of the Currency (OCC) may now waive the requirement that all directors of a national bank be citizens, whether or not the national bank is an affiliateor subsidiary of a foreign bank, and permit a minority of a national bank's directors not to be citizens.  See Financial Regulatory Relief and EconomicEfficiency Act of 2000, section 1233(a)(Title XII of the AmericanHomeownership and Economic Opportunity Act of 2000), Pub. L. No. 106-569,114 Stat. 2944 (codified as amended at 12 U.S.C. 72).


	Banking and Securities:

For a list of market access and national treatment limitations, including those at the sub-federal level, see the U.S. GATS Schedule of Specific Commitments for Financial Services. Restrictions on MFN treatment can be found in the corresponding GATS List of Article II Exceptions for Financial Services for the U.S.  (These lists do not reflect the improvement described herein.)

Insurance:

Regarding national treatment issues, please see the above section relating to foreign entry.  Regarding MFN, as a general matter, the U.S does not discriminate among non-U.S insurers.  However, the U.S GATS schedule includes an MFN exemption allowing the U.S flexibility in application of its WTO obligations for a WTO member that adopts or applies a measure that would reduce U.S share of ownership in an insurance service provider to a level below that in existing on December 12, 1997.  (See U.S GATS schedule.)


	None currently contemplated.


