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Recommendation

The IBA recommends that the Government of Japan make a clear statement that the financial services sector is an important engine of economic
growth, and that opening Japan'’s financial services industry and markets more to the world will benefit Japan.

LT, BABIFICH L, @ —e 2t 7 7 —SREREOEELRHEETHY . AARDEREY — AR L el — e AfiG 2 RS HIZH
D ZENHADEGR L 2D G2 WMHICENT D2 L2515,

The Government of Japan should give serious consideration to repealing Article 33 and revising the Ordinance (yet to be promulgated) under
Article 44 of the FIEL. It is understandable that a transition period might be necessary, therefore we recommend that the authorities adopt the
following measures in the interim:

Financial conglomerates that conduct banking, securities and other financial services businesses should be permitted to appoint a country
representative with management responsibility for the entire group, above the firewall, and should be permitted to share customer information for
internal management control purposes.

HARBOMIZ, RIEFI3SROFEIE & F44RITIRDNBFS CRIETT) OEE 2 BRIZHRFTTXETH D, 272 L, BITHMALETH D Z L IFHMET
X5H0T, YENEEMIZROEBELZHF LD LIS L2V,

AT, AEREZEOEMYy —ECAFELITI Mo Tu~ v M, 7747 74— VBE O ZZ T 207 — 7 2RI E BT 2 A ) BRNRES
EEMTHIEEROHLREITHY, IHIZ, NEREEHENOTOITEREEREET I L 2RO LHIRETH D,

Firewalls deregulations have allowed customer information sharing and double-hatting of internal control staff (since 2009) and settlement staff
(since 2014). The ban on information-sharing in the sales staff is not lifted yet.

T 7 AT A= VIRANIREREFIBOR 23 AT S A, 20095 2R E i, NWEVEBLEER A X v 7 O, 20145812134 XL — g VEB O E R ST,
LU G, B¥EABREOEHRILA IR T IIFEEI T,

The requirements to obtain prior written consent from a customer to share their information amongst affiliates or third parties should, in principle,
be abolished or at least replaced with the disclosure requirement with customers’ ability to request non-sharing of their information across the
entities within the group, and should be regulated under conflict of interest and insider trading regulations.

B AL XL = & OFHOILFIZONT, BRENOLERIZK A FAIOREZHELRTIUXR R 0nE W) BT, FHIE LTEIEL, 503
Fad L RN — TN O TR A S L\ L 9 3R T X A MR A IR L7 BRI T SNAE Th 0 . = b SRS HIR & W
HEBSNCETAIHANC L > THEISh D RETH D,

In the 2009 deregulation of the FIEA, corporate clients were subject to the opt-out system, while individuals were still in the “opt-in” system.
20094 AT O fpEsn G ESOEIX, EANBED (A7 870 M $2HREZRELES, AANEEE (A7 ] 0FETHD,

Sharing of customer information for internal management control purposes should be permitted among all affiliates within a group provided their
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main business is the provision of financial services and the customers are provided with the group’s customer information sharing policy.

W EE AR O OB RE LA T2 2 L1E, YZeM 7 N — 7 REef — EAORMEN T ¥ Th - T, FLBEICH LTI/ L—7T
DGR WA T DI LB R TLZEE2R/MFEL LT, A= HOTXTOBRESHR TROONDINETH D,

For internal control staff, sharing of customer information was liberalized in 2009.
PR B E B OB LA 13200946 B ik v,

The definition of “customer information”, which is stipulated by a number of different laws and regulations, should be streamlined and clarified to
increase transparency.

MEEEHR ] 12OV TIE, HEOESITEINZED 5N TWHDO T, FOERZMEL - Fb L CTEREZ SO L& TH D,
Even the 2009 deregulation did not provide a clean-cut definition of “customer information”.

2009F DR FIFEFN OB, THREHR) (CHET I ERITHRIN -T2,

Regarding conflicts of interest, considering the wide diversity of cases, clear guidelines to address conflict of interest cases should be made to
clarify standards.

FIERFIZDWTIL, SRR BN SH 5 Z L 2BE LT, FISMHEKICET 2 F6 2R LIEWfiF7e A BT A4 VEERTRE Th D,
In 2009, the FSA’s Supervisory Guidelines instructed FIBOs set out typical cases of conflicts of interest.
20094 D & T EEFEEHZ BN T BRtpsH an B | 2638 TR FE B BT # O R E % BLE,

The government authorities and the exchanges should: (1) ensure to ease the so-called “J-SOX” requirements as applied to foreign firms which
have already filed equivalent reports in other major markets so that any additional burden for them to meet the requirement shall be in fact
minimized; and (2) reduce annual listing costs sharply in order to encourage more listings by foreign firms by, for example, relaxing the review
process for acceptance of documents using International Financial Reporting Standards (IFRS).

BUR 2 R R OIRG T L, (DM BHRECHIHEHRNIC BT 2 A& 12OV T, 3 TICMo EEMGIC K OMEE LR L TO DFMERZEICH L TR Wb

D5 THAMSOXIE] OEMAZREL, WREFRT D003 A baf/MuL, (2) SMEREOIGIFT LG aHtET 27201, fl2E, EEWE &
AN (IFRS) TR SN iE EFOZI TR afEmd 5 2 &l FH LEEMN 2 KRIFICHIRT <& TH D,

The authorities in Japan should make a special effort to attract listings from Asian companies through special government incentives and better
marketing. Consideration could be given to establishing a sub-exchange under the TSE for growth-oriented Asian companies, especially focused on
attracting professional investors capable of taking risks associated with investment in such companies.

AARDYEIL, BINOFREERE KVEN~—7 T 0 72N L, TOTRED EEFABIREDOE N 2T 2 & Th 5, FAGERIGIFTIZ,
BEIMED VAT 2L NOH L7 0 RERMTIS, TVTOREEEEZNRE LY T HEE2ART 52 Lelintd~&E Th o,

Tokyo AIM was launched for this purpose in 2009 but was merged with the TSE in 2012.
20094 Tokyo AIMELS [ FT 23 BHER S AL723, 201 24F 1 C BRI [T I WIN A OF S 7=,

Japan’s exchanges should seek to alleviate uncertainties felt by market participants by maintaining well-developed contingency plans to effectively
manage crises (both software and hardware-related issues). These plans should include the strengthening of trading systems’ resiliency, sound BCP
measures, and solid emergency plans in the event of a halt to trading.

12
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ERNOGEFIGIATE, fatk (V7 b Y =7 RO =Ry = 7IZBES 2 BEONTT) (AL TE 5 &) BERSHSFHE 28G5 2 ik v,
TEZIMA DR C DN LOERICE O 5~ S ThH D, T 9 LIZREIIIE, G127 Aot e s Eikcatm (BCP) | M5! iy oo BR[H 72
RIS A O3RN S £ D,

Halfway through; It is an evolving process with moving targets, especially given the experiences from March 2011 earthquake.
EERE E o FRIZ201 13 H O H AREXR ORI ZEEE 2 5 & B BEENEE > T D 01T TIHER < AW O BGH A B,

10

The authorities and exchanges should give serious consideration to creating a much smaller number of large yet competitive and robust exchanges.
Y EWBIATX, BEIFrO%EZ RIEIZHO L, KEBCHES N LGOS 2Bl T 5 2 & 2 BERIICHRFTT & Th 5D,

Many regional exchanges were abolished (Kyoto, Kobe, Niigata, and Hiroshima.)
MR IS | FT D2 < SFEIE STz OB, M, Bl IRE)

11

Exchanges should permit the listing of a wider variety of financial products that offer investors diversified investment opportunities.
AT, BEFICEEREERSZIRIT 572010, I OICEREEZEREGRELO FEZROD L& Th D,

12

The Government of Japan should address regulations to facilitate a single entity to conduct the various activities essential to its business. Statutory
restrictions on stock loan activities by investment advisors should be liberalized. Stock lending onshore should be encouraged by investors who
want incremental yield from mid- to long-term holdings. Licenses needed for hedge fund businesses, including management and advice, should be
unified.

HARBURMIE, BN € OEBITARAIROMRL REBZ1TO TN TE L LOBHNIG 2N NETH D, £lo. BRET FA P KO EE
BT DHEIE, ARLSN2E TH D, ENTHICEIT 2RFEERGNIL, TRYAZERRIEY O 157 25K 0 5 BEFRIC BRI
bILDHNETHD, WEAEBRORENSEGEZEL~ Y V7 7 FEEIILERENIT, —fbsh2a & Th D,

13

The tax regime should be revised to make it clear that hedge fund managers’ activities, within certain guidelines, do not cause the funds they
manage to become subject to tax in Japan. Specifically, hedge fund managers should be permitted a broader range of discretionary activity in Japan
without the risk of the managed funds being deemed to have a permanent establishment.

Ny VT 7 ROEHEN—EDHA R4 HNIZBOWTEBLTWDLRVIZBNT, ~y Y77 FEKROFISICITIBL SN2 2 &2 M bLT 5
X OBiIHE RETRETHD, BAROIZIE, ~v P77 ROy —0, 77> RREAMIHRER L TWDH ERRIND Y A7 ZEDTIZ, B
KRIZBWTIRIANWERE TEGEE1TI) 2L 2RO ONLRETH D,

In the taxation amendment in 2008, exemptions from the definition of PE were made available for investment advisors for hedge funds.
20084 O BUHISIE T, BN PMEA MR DA S5 BIENED D,

(ii) In addition, recent legislation looks to partnership holdings as a whole, rather than the holdings of individual partners, for purposes of
determining whether such partnerships exceed large-scale thresholds which trigger taxation of gains.

(i) 512, REDSIEIZ LY | iz D/S—= FF—DRAETIIRLS . A==V T7REOERARICE YD . TDO/8— =2y THHIZE OB
L RDLRPBESHEOREEZBR TN E Il s 2 L &R o7,

14

The laws that aggregate partnership holdings for purposes of determining taxability should be reconsidered.
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BB RO L, = F =3y T RERORAREEZGH T DIEEEHRFT & Th 5,

15

Laws in Japan applicable to investment companies should be revised to minimize registration and reporting requirements for hedge funds,
coordinating with similar regimes in other jurisdictions. Carve-outs for alternative investment vehicles with limited numbers of investors should be
considered.

LD [ELHUIK D FAR OHIE & OFIFZ K D721, ~y P77 > RO - MERBEPR/ANRE 2D XD BEEMNERTEN SN DIES 2 YUES~
ETHD, HARZDOEDIRON TV D IUEERE EROBREDIRE RETT <& TH D,

16

The Government of Japan should introduce various tax measures to give individuals greater encouragement to plan their own investments and to
invest their savings in the markets. Such measures should include tax-deferred schemes, attractive capital gains regimes to encourage investments,
and a permanent reduction of tax on dividends.

HARBUFIE, AL HOOREEZHKE L, FEESLIERREICHET 5 2 2 @S 2RI E 2 EAT S ThH D, 29 LITHEIC
(T, ERBURERIEE O, & 25 272 % v © X LT A IR O Y RBLOTEARERIL 2 BT R &E Th 5.

NISA was introduced in 2014. 20144 NISAE A

17

The Government of Japan should (1) accelerate negotiations to revise and “modernize” tax treaties; (2) expand the number of countries with which
it has tax treaties; (3) eliminate the need for pre-approval of withholding tax reductions under treaties; and (4) streamline withholding tax reporting
obligations.

HARBUFIE, (DBEBSAIOSBIER T DAL D7D NE L, (FBEK ORI ERZH U, (MBI IS < PRI O I
ZZ\T D12 OFERTEGBHIE 2 BEIE L, (AFURBINBLO &5 8B ek 2 iR LT ~& Th o,

In 2010, the FSA introduced J-BIEM regime where foreign investors are exempt from withholding tax on coupons paid on their investment in JGBs,
municipal bonds, etc.

20104FIC, SMEHRERE D Z T 2 IR AEORIF 2B & T 5 . HFEERERATEIERBU EJ-BIEM)DEA,

18

The Government of Japan should establish an open process for consulting the private sector, domestic and international, on tax policy and
legislative changes, and should publish draft legislation for consultation and comment by the private sector. The Government of Japan should
introduce a system of publicly issued tax rulings to promulgate reasoned and consistently applied interpretations of tax law. The process of
conducting tax audits should be modernized to focus onrisk reviews, rather than on detailed examinations of ledgers, in the same manner recently
adopted in Australia. Finally, to increase the confidence of the business community in the integrity of the system, the law prohibiting public
disclosure of confidential taxpayer information should be clearly and unambiguously enforced.

HARBURE, HBLBOR ORE & Bl OBEICE L TENADORBEM L #2720 04 =7 a7 ne 22 M8 L, IEROWNAZAFR L, REIZH)
EVERZROLNETH D, AABUIZ, BRI T—HEOH 2 BHEDIFRZ KD 5 72 O AMRRBHHI 2 AX T 2 E 2 BEATXETH D, Bl
AL, IREZAFICHNLOTIERLS, A=A MU T7RREFEALTZEOIC, VAZHFEICERZES bOICWET R THDH, KEIC, HAD
ARG NSRS D PESE R DR R Z 60 D 1201, MNBLE DR D283k 2 BRI 4 2 T RIS S LR T RIE7R 5720,

19

The Government of Japan should introduce measures to improve young people’s practical English language skills.
AARBNIZ, HHEEOFEHEGEERIN EOTDOREZBEANTNETH D,
Since 2011, English classes are mandatory from the fifth graders (starting from 2020 for the third graders).

14
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20114 K 0 /NS DL ECHGEDS B S LTe (2020420 B I/ NFEIFALL ETHME T E)

20 ~ | The Government of Japan should introduce a program similar to the UK'’s “financial capability” program, focusing on improving young people’s
basic understanding of personal financial matters.

AARBURI, B O NI 5 A makom L2 B e LT, EEO e@icBd 28] mE7e I ML T s T A2 B ANTNE
Thh,

21 | The Government of Japan and key universities should: (1) develop more practical university programs, complemented by inviting more professors
and practitioners from overseas and by encouraging business/academic cooperation and bilateral cross-flow of professional people; (2) increase
the number of finance and related courses at universities and actively attract students to such courses; and (3) promote exchange programs among
leading professional schools, covering professors, students and practitioners.

HARBUR & FERFT, (VBADEE - EHEROBIESC. FEFH I R OHMREOM AR 208 U TEFZEYR LZRFEEOILTE. (2QJKRFOH -
GREBE D — ADPEF L & 5 LTz 23— A~OFEOFEM 288, Q) FERHFEMRFRL., #E., P4, EFFLxRe LieRim 7 v 77 LOHEE %X
HRXEThHD,

29 e | The Government of Japan should enter into discussions with the financial services industry to create a public-private training center for the
financial sector, based on successful international models.

HABUE, EIRIRER AT AL LT, SREROE RBROIHEE > & — ORENCH T 1= fk % S — AR LT <& Th 5,

23 e | The Government of Japan should work with the financial industry to introduce measures which would increase the number of financial sector
internships.

BABUIL, GRERLHHIL T BRI Y —DA U = vy THRITEMESE D0 OREHATRETH D,

24 A | The Government of Japan should grant more work visas to childcare helpers and domestic workers in order to support the increased participation
of women and overseas professionals in the financial industry.
HARBUMIX, B2 T 2 LR OSNEANOBRER CORELIIRT HEKR E LT, BRI A= R OFFHMYE TR T Db EARTE DAL
FEEITRETH D,
In 2009, the MOJ partially relaxed condition for domestic helpers. In 2016, tokku made available in Kansai and Kanagawa prefecture for
corporates dispatching domestic workers.
20094\ Z{EBA W FEFHE TN O ANVEA;:Z2 —5FEF L7z, 20164F 12 13 EF SR X A2 FH L CRIRIFR X OWR)IIR©, FERITHFERIC
L DFFHMANDIREN REL o7z,

o5 e | T'he Government of Japan should allow employers greater flexibility in managing their workforce.

HARBFIX, BAFEOFEEE EOBEMEZ SO 5 2 ENTEXDHEHCTRETHD,
26 e | The Government of Japan should introduce the so-called “white collar exemption” to overtime work and compensation rules.
AARBFIE, REFUEL Wb D [RIUA NI T— -2 BT ary)] ZHEATARETHD,
27 e | The Government of Japan should revert to the policy in place until 2006 of only taxing Japan-sourced salary income of non-Japanese residents who

stay in Japan for up to five years, in order to be competitive with other financial centers in the Asian region.
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HABFIL, 77 Hillioho st 2 — e TE 5 L9, BARTOMREMBNSFELUNDIEFEFIZHOWTIE, ENTFIR OB SR 3
T 559, 2006FLLATIZHEE S TWZFEICR T & TH 5,

The regime mentioned above was supposed to be a temporary special treatment after the WW II. The MoF is anxious to shift to the globally
practiced rule (i.e. 183 days per year), rather than returning to the pre-2006 regime.

20064ELARIT DL —U1T, Ak, 8O —EHR b DO L ONESIT TH Y, B4 EE UL, WsheEE & FRIC, Bl EoEfr s B CHlE
T B — L E& &R LT DR,

28

The Government of Japan should introduce further measures to substantially increase the number of lawyers admitted to the Bar (in line with
recommendations of the Justice System Reform Council) and to expand activities of international law firms in Japan, and introduce measures to
enhance expertise of legal professionals relating to international finance such as practical courses at law schools. In addition, the Government of
Japan should work with the relevant authorities to increase the supply of internationally-qualified professional accountants.

AABUFIL,  (FHERESCEEFRHRR DRSS ->0) FlEERz REICHE L, AAEWNICET 2 EERIEEEBITOITB 25K T 5 720 —E oHs
B U, Elo IERIRFRE TOEE 2 — 2 FCB W CEERESRIC M 2R EMEOFMAS L M LS5O OMRZEAT N TH D, EbIT,
HARBUMRIZ, BIRYRE I LT, ERRERKZ b ORFHEMBO UG 2 04 <& TH 5,

The MOJ had intended to increase the number of lawyers and introduced a new style of bar exam from 2006, with a target of 3,000 passees per
year. But the actual passes are down to approx. 1,500 this year.

EBA IR, 200641 FlTERBR &2 WOE LA B FRIS T AMEE E TR T Z L 2B LD, SFEOESKERIFIS00 NREICIEE > TV D,

29

The Government of Japan should: (1) introduce open and effective consultation with the private sector and interested parties; (2) publish laws and
regulations (including drafts) at an early stage to allow greater preparation before they come into effect; and (3) include reasonable transition
periods (particularly for tax legislation).

HARBURIE, (1) REEPIRIEBIRE & O TA—7 > TR Wik 2 vTRE & L. (QUEBHEATANC T 22 ¥ i3 T& 2 L 515w - Bl GEZR-HA
Reaty, ) ZRMNICAR L, Q)EI A EHR Rk 2T THh D,

30

The Government of Japan should strongly encourage Haneda Airport to significantly increase the airport’s capacity for international flights.
In addition, the Government of Japan should encourage cost-effective ways of reducing the traveling time to Narita airport.

HARBURIZ, P25 O EESR O R AERE ) & KIEICED 2 X O BE T2 & TH D, 6T, AARBURIZ, B 228 FURH O BB 4 Kibg I
FAET D LV ) I A MK SHIEFERZEAT R TH D,

Source: IBA position paper, “Recommendations to Promote Tokyo as a Global Financial Center”, March 16, 2007
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5 RBEREICANT =R E o HEE - 2010 IR omE  A-HERE e

# " Recommendation &5

The Government of Japan should move quickly to assess how the focus of the pension system can be shifted to individuals

1 ([

BOFIZ, EOXICLTEEV AT AEEATRO VAT A~EBITSE D2 LN, RAICHRRH <& T,

5 o | The Government of Japan should introduce various tax measures to give individuals greater encouragement to plan their own investments and to
invest their savings in the markets. Such measures should include tax-deferred schemes, attractive capital gains regimes to encourage investments, the
elimination of the tax on dividends, and the netting of profit and loss on financial products for individuals (‘kinju ittai kazei’).

BUMFIE, A HE OFREFE 2 C, THCERET 5 2 L 2RET 572008k~ 2Bl EOHE 2 EANTRE T, 2089 @I, FRBE 0 g~
HIE, ELMET H72DDF ¥ EX L - 7 A L ARBHREE . Bl 4R BLOMREE K OME A ORE T 5 SRl IC T 2 HmEE (SR —ARE) REx &
fp_ETT,

Introduction of NISAs ~ NISAZ A

3 | ea Some of the capital of the GPIF and other similar funds should be diverted to more productive uses for strategic sectors and growth initiatives, with
clear performance criteria to determine the allocation of future fund management mandates. Similarly Japan Post Bank and Japan Post Insurance
should undertake more active investments across all sectors of the private credit markets to enhance returns and stimulate innovation and economic
growth.

GPIF X OML D[R D AR AL, ket 7 =R 7 ey =7 hO7DIiz, L0 AENLRH A~ ERENRZHIT XX Tho L &bz, PR
T F— U ATNEEZRE L, ZIUTE DWW TRPROE PEEMN LR DOBE R OLFLH R DR EZIT 9 XE TT, [FERIZ, @55 L #ITRONAIEA
ik, V& —rzm b S HEINER & RFRE A RET 5272010, TR TORME Y # —IC— BRI EEE{TH & TT,

Change to GPIF mandate ~ GPIF #/# i #1Z &

4 |on Institutional investors should be reminded of their fiduciary duty to the beneficiaries. They hold significant influence over companies through their
voting power; they should use it and disclose how they use it. Participating actively in shareholder voting would have a positive impact on Japanese
corporates’ management and could potentially lead to higher investor returns.

BERARE R, ZEE TR T DA B2 kTR & T, MEREZRIT, MIRETHE 2B U TEEICREREENZHE LET N, TNETHET
ThHO., EOLIATET 2 0E AT RETT, BEOTMA 27X, A ARBEORE I EEL KT L, OWTIREZRD Y ¥ — ) BiZo70
DHAREMED BV £,

Introduction of Stewardship Code X F = 7 — o 7« =— N A

5 e | Therelevant public and private sector parties should launch an initiative to jointly review and address the structural and other barriers which may be
impeding the development of the corporate bond market.

HROBIRE I, LGS ORE EIGE LT 5 ATHEMED b 2 MRS Z Ot OIS U TR CHRAEL . T~ OXISITIRY #7025 <& T,
6 o | The Government of Japan should identify financial services as a strategic industry for future growth and, working with the private sector, develop

policies and programs to realise this potential.

BUORFIZ, A — B A 2RO EDO - O OMBSIIESR L@, RSO0 L, ZOBENREN & BT HBOR & ETHEE2 R ET & T,
Japan Revitalization Strategy mentioned Tokyo financial center initiative (in 2015, 2016) /A /##nS (2¢772015, 2016) Tafgit > % —IZ 5.
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# " Recommendation #&5
7 e | The Government of Japan should establish a public-private ‘Financial Sector Promotion Organisation’ (FSPO) directly under the Cabinet Office with
full participation from domestic and international financial institutions, experts and other stakeholders and with private sector representative as the
CEO. The purpose of the FSPO would be to promote the development of Tokyo as a major financial centre by, for example:
e leading Japan'’s efforts to bring about a more dynamic financial services labour market
e acting as the voice within Japan advocating for measures to strengthen the financial services industry
BURfIE, BN ONEROS/EER, HMZEZ OMOFERRE N EmANICSE L, REMMONREE 2 RkEEEE LT 2ERIEFO [t 7 & —H#iltE
F§#% | (“Financial Sector Promotion Organization” - FSPO) ZNEI/FDEEMM E L CAIRR T & T3, FSPO OBy & L TiL, #lx213(1) &t —e Xz
BRI 25 @ M2 S DITIEH LT 2 BARDE hax ) —RT52 L. Q@i —EAEELBILT OO0 RE AAENIZBWTIRET 52 FITX
ST, HROFEEpEE 2 —L L TORBARET L ENEToNET,
8 ~ | The Government of Japan should introduce a programme similar to the UK’s ‘financial capability’ programme, focusing on improving young people’s
basic understanding of personal financial matters. Adults should also be the target of such programmes.
BUMtiE, #Eo  “financial capability” (&@taE/IM L) 7'm 7T L EFEERO, WAL OEANE L TORRIZREY 5 MBEICRT 2 AR R B2 m E S8
LZEEANE LI T LB BATRETT, MALZIOT R T T LOXGELETRETT,
FSA have carried out some discussions on this topic  <£/#/7" T/LhEHF, EHE 772" 7 A% 5 EH L
9 ~ | The private and public sectors and the education sector should collaborate to introduce long-term measures to develop the professions which support

the financial services industry, through measures such as more specialised higher education and training and internships.

ECRIFBM . AP R OBEBRER P, HIRIL T, L0 M ORmEREE, BHE, ¥ —r vy TEORKEZBE LT, @l —CAEEELKZD
HMREZHERT 2R T 0 7T MEEANT RETT,

Some expansion of courses (e.g. at the Tokyo Metropolitan University) but not significant 5 Z5/3 B 25 Z 7 THENAK 7 — X 205 F17

Source: IBA position paper, “Recommendations for Further Economic Reforms to Promote Economic Growth”, March 25,2010
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Response to 2013 Cabinet Office Tokku: suggested changes that might help revitalize Japan Progress oYes
WHE'E T HBGEME LS B R~ O E IS R XS — 2013 HEPRDL ot

Issue

1.

Explanation

Structural reforms A& i i

APartial ®No

A~ @i

Progress

a.

Labour market reforms

Iy Gc g

Flexibility in the labour market
e The ability to scale up and scale down operations, and the costs associated with redeploying workers/redundancies
is difficult in Japan compared to many neighbouring and competing countries. This can be an impediment to new
investment and expansion. A number of IBA Japan members have indicated this is a ‘drag’ on their expansion.
Greater flexibility in employment practices would be a major benefit.
Labour market supply
e Boosting the participation of women in the workforce.
e Improve the hiring environment for older workers
Labour changes to boost domestic consumption
e Providing more employment protection to non-regular workers.

55 18155 D Ze Ak,

o EBEEEICHANRAARTIE, FEE OB/ RFABOMRIEIZH D 2 2 bOJEA L, FHEDFLIOHN/ N N,
O L lid, FiceEROFEIR AN T2 ER L 720 95, BRRBOL<R, 295 Lo Z LR H¥EL
ROFEEF g T D LR, EAEITORBKIIIRE AL R THS 9,

B R T D kG

o LZVED TS IO EtE

o AT O ERBIUE

TR DL LIENTHE LR

o JEIEBUEM #1075 FIEVEMRIE

b. Taxreform itk

¢ Too many companies in Japan do not pay tax. They are almost incentivised not to make money which acts as a break
on entrepreneurialism. An overhaul of the tax system is required.

o AARTIEIBEDIIANZRBEIN TV DN Z Y, SHENFEZHI RN EBREHSN TS 95T, Th
VTR T D174 Th D, Bl FRLE LS EL,

c. Corporation tax

reduction & ABiJEFL

e Corporation tax is high by comparison to other OECD countries and competing countries in the region. This does not
incentivise firms to move to Japan.

e Japan needs appropriate tax receipts to maintain its developed infrastructure/environment and also to offset the
debt burden. But it also needs the right incentives to encourage more investment.

e Possible proposals could include cutting tax rates in special economic zones to attract foreign companies. And these
tax cuts would need to be measured alongside the rates in competing countries.

o > OECD MIHRERT 7 OBiA T A EIZ AN TEABDEmW oD, BN AARIZIE & < FR D720,

o HARIL, BlfishicA v 7 IRRELAHMR L, BOBEGAHEZM O 2O RBUI s ME, LnLERLIBEEL
B4 2@ A e T 4 THRETH D,

o BADLNDIEEL LT AEREELFET LORFERXICBT 2RO E FFERH D, T 9 LIEPRD

A
Limited change

A
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Issue Explanation Progress
lETTIE a3 2EORE LR L GHET INERH D,
d. Energy strategy and e Deregulation in the power sector and encouraging R&D in the renewable energy sector would help ensure a more A
sector reform sustainable stable power supply.
e AR 117,94 e The costs of imported energy are considerable and have a major impact on the costs of production. Different energy A
[ mixes need to be considered and promoted (e.g. renewables, controlled nuclear etc)
o B OIS X OFA R R LX — 38 OMFERR OLERhIL, &V L& LB OfEfRIZ&L D,
o BHATRLF—DAXMINRYOFETHY, BiEa R MIREREELKITT, =XLF—I v 7 ATHONT
Etk K OMElE (AR L F—Phl Sl T N E) &5 ThHD
2. Environmental conditions ERE=#& (s
a. English <55 e Improvements in how English is taught in schools would help produce a bigger work force pool for foreign (and A
domestic) firms. Level-up started
o FHICBU DIFEREOUEIT, SME (BLOHA) REOTHHFBAMO B & 25, fromerade
b. Childcare &R e Women are an important source of labour and are well represented in foreign firms. There is a pool of well qualified A

and English speaking women but often the child care arrangements (e.g. nursery services, opening hours etc) do not
allow them to take up/retain roles. Improvements in childcare services would allow these women stay in the labour

market.

TVETEER @) TH Y | SVEREETIERET 2 &3, WIERE 1A% & < ZEEEDNERE e 2 ME 10 77 B &
MNDLD, FEICHET 22 2FiR (REV—E A (RERHE) BEotE e +E TOMSOYIT L 72> T
WO —ANE, FEIEIFII S Lo 5@ il COERERM LT 27255,

Not extensive

c. Medical/nursing care

R/

With an aging population there needs to be a greater supply of domestic or foreign workers to cope with this trend.
Some regulatory reform may be necessary.

bz e bR, K02 OARNETIISNENTBE D LI L 72D, HEFERM b HEHC AN IS 2T 5
PENH D,

A
Incremental only

d. Gifttaxreform e Reforming gift tax regulations would allow for greater inter-generational movement of funds: it would be likely to A
B 5 il i encourage domestic demand which would act as a stimulant to the market.
o WEFIECTHAAM - Sl EHOESBINERILT D249, M OEREHAI L 2V ENHEEZ T 27259,
3. Regulatory reforms #i it 4
a. Trade agreements e The framework of trade agreements (e.g. the TPP and EU/Japan FTA) is likely to provide an important opportunity A
H 5 WhiE to introduce regulatory reforms to the Japanese market which could galvanise much greater (both foreign and Limited by other
domestic) investment into the economy. parties
o HGWEDOHHA (TPPRLH EUEPA HES) (2. AATSIZI VTS « EWNIRE N &0 1EMLd 5 R Hlcos
PWEANTELBHEEREHKE 2D,
b. Sector reforms A number of sectors could benefit from reforms including the agricultural and pharmaceutical sectors.
KR O U e Japan has attractive products and could expand its exports abroad. But changes to the agri-business will be A
important (e.g. expanding size of land holdings etc) to encourage this. It will be also a key area of reform as part of
trade negotiations.
e Faster approval of new developments in the pharmaceutical and medical devices markets would help the expansion o

of this market and aid both Japanese and foreign companies bringing ‘product to market’.
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reform

P b I | ek

treating commodities futures in a similar way to other listed derivatives including how they are regulated and the
accountancy rules that apply).

P [FT DBG HERIZ D223 5 % < DUCERDH S (B 2E, BHRCRFHHALLE, BRG] 2o 157
URT 47 LRBRICIO S Z &7 d)

Issue Explanation Progress
R, EEGERLR EL L OERDBHILEEIC L BEE 2T 2 2 L3 HEE,
o ARIZITMAM LB PHZEZ BV, 5 LI OWINGIAIERT 5 Z ENAMRETH D, Ll Thadd
h 327201237 7D BV RA (BREEIXRRA) IZBIT U (REHOILKRE) PEELRDHTEAH, £H
GIRTIZIBNTH, WESBHNEELRDTEA 9,
o [EIMOEBRIRTHICB W THEIR G OAGREZIMNEIE D Z LiX, ZOBOHGIERIZESL DL, HARE
¥, NEREELBICIVEZOREZTIFICLTE 6T T ENTE D,
4. Financial regulatory reforms 4| i 4
a. Japaneseregulatory e Changes to some firewalls regulations, rules governing bank agency business etc would help stimulate stronger A
environment cross-border business.
AAROHHIBR e Provision of cross-border Business Continuity Planning (BCP) would help contribute to foreign firms’ resilience in °
the time of a disaster in a cost effective manner. And the provision of an emergency phone service should be
extended from deposit taking financial institutions to a wider range of financial companies.
o Ty AT U —/VHH AEESRITREESHIEZOHETY B AR —F —EVRANKWNIERILTLHTHA D,
o 7 AR—H—D¥GHHGEFHE(BCP) L, KERFIML = R b CHE RSB OBERREITE A FTRE & 72 5, SKFRHE
SedERE O EIE. HEHEZ AGMBERALAMNI IR T XX TH D,
5. Encouraging entrepreneurialism g Z£3%5)
a. Taxincentivisation e Japan produces many patents and is one of the foremost global investors in R&D but arguably more could be made A
T il of this impressive platform.
e Theintroduction of government financial and tax incentives (e.g. seed funding promising ideas, or the delayed
repayment of principal or preferential taxation of loans etc) could help commercialise some of the ideas/promote
entrepreneurialism.
o AARIL., HEDHRY - BRCKTAALTEY., IEMARBICEN T m— VLR EEFE L LESEICARTINZ
DHEDO—D2THLHN, ZOFREDL LWRLZHITEHT 22 0N ER 5,
o &l - BHIEIZHIT DB L DA BT 4 TOBHAN (=77 K, Jofl@E o], e —r 0
BB 1L, TAT T OB REEEA BRI L TE D,
6. Financial Market reforms 4l i35 i
a. Exchange consolidation | e The consolidation of Tokyo and Osaka exchanges has provided positive benefits. The expansion of this consolidation °
WEIFT DA (e.g. JPX and TOCOM) could help encourage further economies of scale (and regulatory consolidation) which would
aid greater investment and trading.
o HURREFESI T & KIKGESREGS | Fr ORI £ LRI 21T 5 b0 Th o 72, 206 AmS (6
AL ARG 7 NV —7" & ORI [T ORe) 13, EBIOCRGIOIRIZHOZRBZY A 75— A v b (B
L OHHORE) ZFHTE 5,
b. Commodities exchange | e There are a number of changes to the commodities exchange which would encourage greater trading (for example A
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Issue Explanation Progress
7. Encouraging investment #%%& 5EJi
a. NISAs -raise threshold | e Thesoon to be introduced NISA is attracting a lot of public interest. By, for example, doubling the cap on the amount ©
NISA FEFRBiIRE D] that can be invested in this product might help to stimulate further investment in the market.
= R o FHLARBAZND NISAITHEORLZED TS, il 2 TIERBIRER L EFICH & R 52 82k, B
LEEIRVBAIRETHA D,
b. GPIF investment e The GPIF is one of the largest pension funds in the world, but arguably the returns on investment are not as good as ©
strategy they could be due to a relatively conservative investment strategy. Changing the mandate (e.g. encouraging more
GPIF iEH &t investment in equities - both domestic and foreign) could help galvanise interest in parts of the economy and
encourage further overseas investment.
e Changing the mandate to allow pension funds to invest in commodities.
o FAFENLAE HIE MM ATEAE N(GPIR)IZH A R ROFESE RS2 H T DIEAND—2TH L5703, IR FERE VR E I
D7z, RAEBBEICAA ST HENERE EFTunint BEnTnwWa, EHAHOELTE (HWN - SEFE
BOLERH &) D, BRHTEH LIRS BB e DR E OB L3RR & 70 B,
o EMFHOEHLIZIY ., FoEEOR MG ~DOREN ",
c. Corporate governance e The corporate governance system is different in Japan to many other jurisdictions. There is an interesting debate ©
a—RL— M HNF A about the merits of the different systems but for many foreign investors the lack of a strong number of independent
(non-executive) directors undermines their confidence in investing. (The recent regulatory changes which A

introduced the possibility of one independent director on a board can also be easily circumvented. Some foreign
investors see this as an example of Japan not being serious about reform).

HARDa—R b — NN F U ZGIEIIMOE %2 LiEWDRH 5, HIEOHEIZL D AU v MTOWT, BBREROGEE
MND LN, L OHEAEEFRIZE T, BFHESICBIT 52— EROMANEHRE O R R ITEEDFEFHEER I,
(B DB ORI T 2 BH OBEATZ 5 LR ENHHICERECE 72, ZAUT DWW TR, B ARSI
HICHEANCI D A TWRWERFITh 5 L ADHLNEAEZ VD, )

Implementation
limitations

d. Special economic zones

R RFIX

The creation of special economic zones that are attractive and meet the needs of foreign companies could help
stimulate inward investment. (Incentives might include a reduction in corporate tax, favourable flexible labour
market conditions etc).

SNEFZRABEFEDIY IAF & =— X E T TRF R OREL, FNEEIERO—B & 725,
BEEOFRIAVE I v T 4 T ERVED)

(FEABLRBL, Jr@h

A
Limited
effectiveness

e. Provision of

e The provision of information in English (e.g. press conferences and materials of senior officials at BoJ) could help A
information foreign investors more quickly take a view about investing in the Japanese market.
15 R L o WEFRIZ LD HHMORME (BT HARSATIONT 23O RERASLER) T, SAEAKRERITI LY B AATY
BT D EEIR DD,
f. Attractingforeign e Inward investment is also likely to attract foreign professionals. An environment that meets their needs (e.g. a social A new visa
professionals security scheme that recognises some foreigners are likely to be in Japan for only a few years) and an advantageous regime
SEN &AM OELY tax system. Japan’s higher income tax will be seen as a disadvantage compared to its near competing financial sector e 2013
JA T neighbours. One example could be to reverse the individual taxation policy from the current rule to the previous one | inheritance tax

(until 2006) which meant non -permanent foreign residents were favourably treated and more motivated to stay in
Japan.
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Explanation

o XMNFEEIIAEANEBEAMEZI AT Z LI2b D, TRH MO =— X &= 3EREE (Bl 2 1E B ARIZEE L)
WE L72WANEN 2 Bk U 7o AL S OREEHIEE) OBUIEE, HARO S WETSRIX 0 B O MEEE & 5 &
FHN & B2 END, HASDORBL A BAEDHIE D D 2006 FELLRTOHIEIZ R T, Z IS Xk o TIEKESNE N EE
OFFENUE I, BRICEETHETN— g 2705,

Progress
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