The Japanese Way: The Relationship Between Financial Institutions and Non-Financial Firms

Despite the reforms to date, foreign institutions have raised a number of
concerns regarding their ability to compete in the Japanese market, including:

®  reciprocal entry requirements;

o a general lack of transparency;

® delays in the regulatory approval of new financial products;

® disproportionally high tax rates placed on new financial products that

discourage their introduction;

® government protection of incumbents in specific market segments, blocking
entry of other domestic and foreign firms;

o tightly compartmentalized markets, blocking entry of firms whose specialty is
outside particular market segments;

® conditional entry requirements to ensure foreign firms are not able to service
the market or compete effectively in it; and :

° the application of regulation is often on a case-by-case basis with authorities.”®

While there are a number of foreign financial institutions in Japan -- including
commercial banks, trust banks, securities companies, insurance companies,
investment trusts, investment advisory firms and pension fund managers -- this Paper
will focus on commercial banks and insurance companies.
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