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


	No further action taken

	Banking: None shall engage in banking unless licensed by the Prime Minister.(Banking Law, Article 4)

Securities: The Financial Services Agency (FSA) shall, in case where an application for the registration has been filed, make an entry of necessary matters in the securities company register. (Securities and Exchange Law, Article28-3)

Insurance: None shall engage in insurance business unless licensed by the Prime Minister. (Insurance Business Law, Article 3)


	No further action planned

	Licensing and 

Qualification Requirements of Service Providers


	No further action taken
	Banking: When authorization is applied for, the Prime Minister must determine whether the certain criteria are fulfilled. (Banking Law, Article 4 )

Securities: The FSA shall reject registration in case where an applicant for registration falls within the purview of any item set forth in Article 28-4, Securities and Exchange Law, or an application for registration or a document attached thereto contains any false statement. (Securities and Exchange Law, Article28-4)

Insurance: When authorization is applied for, the Prime Minister must determine whether the certain criteria are fulfilled. (Insurance Business Law, Article 5)

Insurance companies are prohibited to operate both life and non-life insurance businesses.  (Insurance Business Law, Article 3,185,219)


	No further action planned

	Foreign Entry

	No further action taken

	Banking: According to the Banking Law, local subsidiaries and branches of foreign banks starting business in Japan must be licensed by the Prime Minister. (Banking Law Article 4, 47)

However, additional licenses are not required in establishing second or more branches in Japan, although approvals are needed. (Banking Law, Article 47-2)

Local subsidiaries must be corporation with its capital of two billion yen. (Banking Law, Article5)

If an applicant is one whose shareholders totally or partly consist of a person or persons engaging in banking in a foreign country or countries under foreign legislation, the Prime Minister shall examine whether banks in the foreign country wherein the main office of the foreign banks exists are entitled to a status equivalent in substance to the one given under this Law. (Banking Law, Article4, Paragraph 3)

Securities: Under the Law on Foreign Securities Firms, a foreign broker-dealer, who is engaging in securities business in foreign jurisdiction under the legislation of that jurisdiction,  can not in principle engage in securities business unless it registers a branch office(as its headquarters) in Japan. (Law on Foreign Securities Firms, Article 3)

A foreign broker-dealer, who is engaging in securities business in foreign jurisdiction under the legislation of that jurisdiction,  can, by acquiring permission by the FSA, sell and purchase securities in the securities exchange market without registering a branch office (as its headquarters ) in Japan. (Article 13-2 of the Law on Foreign Securities Firms) This provision was enforced from April 1, 2004.

A foreign broker-dealer shall, in case where it intends to engage in certain business, e.g. trade in over-the-counter derivatives contract on a security, have authorization granted from the FSA. (Law on Foreign Securities Firms, Article 7)

Insurance: According to the Insurance Business Law, local subsidiaries and branches etc. of foreign insurance companies starting business in Japan must be licensed by the Prime Minister .(Insurance Business Law, Article 185)
Local subsidiaries must be corporation or mutual company with its capital of one billion yen. In the case of a branch of a foreign insurance company etc., it must deposit two hundred million yen with the nearest deposit office. (Insurance Business Law, Article190)

	No further action planned



	Discriminatory Treatment/

MFN


	No further action taken
	Banking: The deposit insurance system does not cover deposits taken by foreign banks, because of jurisdiction control. Japan currently does not have any plans to relax the restriction.

Securities: There is no restriction inconsistent with Most –Favored –Nation treatment.
Insurance: There is no restriction inconsistent with Most –Favored –Nation treatment.

	No further action planned.
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