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The large amount of funds is moving quickly through global financial and capital 

markets from day to day. Financial businesses are not only the most important foundation 
of the economy but also a rapidly growing industry. In order to attract borderless and 
global funds, financial markets worldwide are entering into an age of mega-competition. 
However, Japan has lagged behind in this global movement. In spite of the size of its 
household financial assets worth 1,500 trillion yen, Japan has failed to fully utilize these 
assets for generating economic growth and improving the quality of life. 

From this perspective, in order to help transform Japan’s financial and capital markets 
into competitive financial centers such as New York and London and establish themselves 
as core markets in Asia, we submitted a proposal entitled “Exploiting 1,500 Trillion Yen in 
Household Financial Assets for Enhancing Growth Potential” in April this year. 

“The Plan for Strengthening the Competitiveness of Japan’s Financial and Capital 
Markets” (Draft), presented by the Minister of State for Financial Services, basically 
concurs with our proposals, and we regard it as a first important step toward improved 
competitiveness. In the face of rapid changes in global financial innovation, we cannot 
afford to slow down our efforts.  

 

1. A more diversified range of financial products  
For making major advances in the midst of worldwide coordination and intensified 

competition among exchanges, it is essential for the bourses in Japan, including securities 
exchanges, to attract overseas funds through offering a more diversified range of financial 
products, such as securities, bonds, and financial and commodity futures, creating  
innovative financial instruments, and increasing convenience for investors. 

While the global amount of futures transactions is rapidly growing, commodity futures 
markets in Japan have experienced a 50% drop in transactions over the last three years, 
completely left behind in international money flows .  
►We appreciate the Government’s latest move toward allowing ETFs (commodity-related 

exchange-traded funds) listing on exchanges and facilitating coordination and merger of 
exchanges. In order for such coordination and merger to happen, the Government should 
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implement relevant systems, hopefully, by the end of FY2008. 
►The Government should discuss the liberalization of the listing of commodities and 

reach conclusions by the end of FY2008. The unification of legislation pertaining to 
exchanges should be considered promptly. 

 

2. Improved transparency and predictability of regulation, supervision and taxation 
Transparent and easy-to-understand regulations and procedures are essential to facilitating 

international flows of money. ,Many observers overseas still view Japanese regulatory and 
procedural systems as obsolete. For attracting funds, in particular from overseas, the 
Government is required to drastically improve transparency and predictability of regulation, 
supervision and taxation with regard to financial transactions through the clarification of 
legislation and legal interpretation.  
To this end, for example: 
►Taxation levied on foreign investors entrusting Japanese investment advisors with the 

discretionary management of their assets should be improved; and   
► Interpretation of relevant laws and ordinances and cases of their violations should be 

made available on websites. 

 

3. Enhanced competitiveness of market participants and reinforced functions of 
tribunals 
To revitalize financial and capital markets, it is essential to: 

(1) Allow competent market participants to act freely, while maintaining a mechanism to 
regulate abuses of dominant positions and prevent conflicts of interests, and 

(2) Fully enforce market discipline.  
We highly appreciate the recent efforts by the Government to review the firewall 

regulations pertaining to banking and securities industries from the perspective of (1) above, 
and its move to expand the scope of application for penalties and increase the severity of 
penalties from the perspective of (2), respectively. These measures should be put into practice 
by early FY2008. The Government should also enhance the market surveillance of financial 
transactions by strengthening the authority of the Securities and Exchange Surveillance 
Commission.  

 
With the subprime mortgage loan problem shedding light on the importance of the future 

sound development of the securitization market in Japan, the Financial Services Agency 
should promptly work out institutional arrangements while actively participating in 
international discussions.  


