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Objectives of the new law

Cross-sectional framework

Establishing a comprehensive and cross-
sectional framework of user protection with
regard to a broad range of financial
iInstruments.

Flexible framework

Different regulations according to the type of
the financial instruments.

Avoiding interruption of financial transactions
by the broad-range regulations.
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2. Widely covering derivative transactions

» Expanding of the "Derivative

Transactions”

. Weather derivatives, credit derivatives etc., which
are not regulated, come to be regulated in addition
to the securities derivatives and financial future
transactions, which are regulated under the
current law.

>  Securities

. Wide ranged financial instruments such as trust
beneficiary rights, and interests in collective
Investment scheme come to fall under “Securities.”
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Contents of the Financial Instruments Businesses

Over-the-Counter derivatives such as
weather derivatives, and acting as an
iIntermediary, broker and agent thereof
comes to fall under the “Financial
Instruments Businesses”

Those who conduct “Financial
Instruments Businesses” must be
reqgistered with the Prime Minister.
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Registration system

Requirement of registration for the “First Financial Instruments
Businesses”

Within the most recent five years, did not have its registration,
etc. cancelled nor receive criminal punishment

Public interest of the other businesses
Sufficient human resources

Qualification of the applicant and its directors
Minimum capital requirement

Joint stock company and so on

Minimum net asset requirement

Limitation of other businesses

Qualification of major shareholders

Net capital requirement

Limitation on the trade name
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5. Professional Investors and general investors

»  Financial Instruments and Exchange Law

adopted the concept of “Professional
nvestors” in addition to “Qualified Institutional
nvestors”.

»  Professional Investors
. Qualified Institutional Investors
. Japanese government
. The Bank of Japan

. Investor Protection Fund and other corporations,
etc. prescribed in Cabinet Office regulations
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6 . Transition between Professional and General Investors

Type of the client

Ability to transit

Professional

Investors

Qualified Institutional

Investors

No

Corporations prescribed
n Cabinet Office

regulation

Are able to offer to treat themselves as

general investors

General

Investors

The other corporations
and certain individuals
prescribed in Cabinet

Office regulation

Are able to offer to treat themselves as

Professional Investors

Other individuals

No
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Exemption of restrictions

Under the Financial Instruments and Exchange Law
where the client is a Professional Investor, certain
restrictions are excluded.

Restrictions excluded
Restriction of advertisement, etc.
Prohibition of unsolicited promotions and re-solicited promotions
Suitability Rule
Obligation of making advance indication of a trade form
Obligation of delivering documents in advance
Obligation of delivering documents when contract is concluded
Obligation of delivering documents as receipt of deposit money
Cooling-offs
Obligation of delivering of best execution policy
Restriction to secure with clients’ securities, etc.

16




8. 4175 8 (Sales Representative)
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» Financial Instruments Firm, etc. must
register its employees, etc. who solicit
OTC derivatives as Sales
Representatives.

>
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9. u1TH (Effective Date)
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» Amendment to Financial Instruments
and Exchange Law will come into effect
on the date prescribed in a Cabinet
Order within one year and a half from
the promulgation date.
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