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REGULATORY FRAMEWORK

Regulatory authorities
What national authorities regulate the provision of ?nancial products and 
servicesb

Financial products and services in Japan fall principally under the regulatory oversight of 
the Financial Services Agency of Japan (JFSA). The JFSA is authorised to propose and 
coordinate laws and regulations relating to the provision of ,nancial products and servicesj 
and to inspect and supervise business operators providing such products and services.

The Securities and Exchange Surveillance Commission of Japan (SESC)j a sub-division of 
the JFSAj is delegated with the authority to perform both on- and off-site inspections of 
business operators providing ,nancial products and services. Local ,nance bureaux (LFBs) 
in Japan are similarly authorised to inspect and supervise such business operators operating 
within the ambit of their ;urisdiction and to review disclosure documents (such as securities 
registration statementsq annualj semi-annual and :uarterly securities reportsq and large 
shareholding reports) submitted to them under the Financial Instruments and Exchange Act 
of Japan (FIEA).

Products and services that are linked to commodities and commodities derivatives are 
regulated by the Ministry of Economyj Trade and Industry of Japan and the Ministry of 
Agriculturej Forestry and Fisheries of Japanj depending on the type of commodities involved. 
As a practical matterj howeverj such products and services generally are not considered 
,nancial products and services.

Law stated - 10 1� 2024

Regulatory authorities
What activities does each national ?nancial services authority regulateb

Activities regulated by the JFSA are generally those governed by the FIEA. The FIEA 
categorises these activities into four types of business (each a Financial Instruments 
Business)•

D Type I Financial Instruments Business (Type I Business)q

D Type II Financial Instruments Business (Type II Business)q

D Investment Advisory and Agency Business (IAA Business)q and

D 1iscretionary Investment Management Business (1IM Business).

Type I Business includes the following activities•

3. sale and purchase ofj or dealing inj exchange-traded derivatives related to Type I 
Securities (as de,ned below)q

2. provision of intermediaryj brokerage and proxy services in respect of the activities 
described in (3)q

5. provision of consignment services in respect of the activities covered under (2)q
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4. provision of brokerage services for the clearing of Type I Securitiesq

7. secondary distribution of Type I Securitiesq

6. dealing in public offeringsj private placements or secondary distributions of Type I 
Securitiesq

8. securities underwritingq

9. acting as principal or provision of intermediationj brokerage or proxy services in 
over-the-counter (OTC) derivatives transactionsq and

’. acceptance of fundj securities or certi,cate deposits from customers in connection 
with any securities-related businessj and transfer of bonds and other instruments into 
customersH accounts.

Type II Business includes the following activities•

3. sale and purchase ofj or dealing inj exchange-traded derivatives related to Type II 
Securities (as de,ned below)q

2. provision of intermediaryj brokerage and proxy services in respect of the activities 
described in (3)q

5. provision of consignment services in respect of the activities described in (2)q

4. provision of brokerage services for the clearing of Type II Securitiesq

7. secondary distributions of Type II Securitiesq 

6. dealing in public offeringsj private placements or secondary distributions of Type II 
Securitiesq

8. public offerings or private placements (as the issuer) of certain securities related to 
investment fundsq and repurchase of such issued securitiesj for purposes other than 
the resale of such securitiesq

9. dealing in exchange-traded derivatives that are not related to securitiesq

’. providing intermediaryj brokerage and proxy services in respect of the activities 
described in (9)q

30. providing consignment services in respect of the activities described in (’)q and

33. providing brokerage services for the clearing of non-securities related transactions.

IAA Business includes the following activities•

D provision of non-discretionary investment advice in relation to securities or derivative 
transactionsj for which advisory fees are payable based on a non-discretionary 
investment advisory contractq and

D provision of intermediary or agency services for the execution of a non-discretionary 
investment advisory contract or 1IM contract.

1IM Business includes the following activities in relation to investment in securities or 
derivative transactions•
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D managing the assets of an investment corporation established under the Investment 
Trusts and Investment Corporations Act of Japan (ITICA) based on an asset 
management contract with the investment corporationq

D managing the assets under a 1IM contractq

D managing the assets of an investment trust established under the ITICA and acting 
as a settlor for such investment trustq and

D managing the assets of a collective investment scheme (such as a limited partnership 
established under the laws of Japan or any other ;urisdiction) as a general partner of 
such a scheme.

Law stated - 10 1� 2024

Regulatory authorities
What products does each national ?nancial services authority regulateb

The JFSA regulates products related to securities and derivative transactions.

Securities are de,ned in the FIEA as comprising•

D li:uid securitiesj including but not limited to bondsj stocksj bene,cial interests in 
investment trusts established under the ITICA or the laws of any other ;urisdictionj 
shares in investment corporations established under the ITICA or the laws of 
any other ;urisdiction and security tokens that constitute electronically recorded 
transferable rights (Type I Securities)q and

D illi:uid securitiesj including but not limited to interests in partnerships established 
under the laws of Japan or any other ;urisdiction (Type II Securities).

1erivatives are de,ned in the FIEA as comprising•

D exchange-traded derivativesq and

D OTC derivatives transactionsj which cover a broad range of derivative transactions 
(such as transactions involving foreign exchange (FX)j currencyj interest ratej credit 
and crypto assets)j but exclude•

D physically settled FX forward and FX swap transactionsq and

D OTC derivative transactions that are not linked to ,nancial instruments.

¥oweverj certain commodities derivatives are regulated under the Commodities Futures and 
Exchange Act.

Furtherj high-fre:uency traders (including foreign traders) conducting regulated algorithmic 
trading (including both the sale and purchase of securities and exchange-traded derivatives) 
at local ,nancial instruments exchanges or proprietary trading system markets based in 
Japan are sub;ect to registration re:uirements. Prere:uisites for such registration do not 
include the establishment of an o–ce in Japan. ¥oweverj having a representative or agent 
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in Japan is necessary. Local securities ,rms are prohibited from accepting orders from 
unregistered high-fre:uency traders.

Law stated - 10 1� 2024

Authorisation regime
What is the registration or authorisation regime applica,le to ?nancial 
services ?rms and authorised individuals associated with those ?rmsb 
When is registration or authorisation necessary’ and how is it effectedb

Registration re:uirements

A business operator wishing to engage in the Financial Instruments Business isj in principlej 
re:uired under the FIEA to be registered as a ,nancial instruments business operator (FIBO) 
beforehand. To successfully register as a FIBOj a business operator has to meet certain 
conditionsj including but not limited to•

D having a business o–ce and representative in Japan (inapplicable to an IAA 
Business)q

D meeting minimum capital and net worth re:uirements (speci,callyj at least K70 
million (or morej in certain cases) in respect of Type I Businessj at least K30 million in 
respect of a Type II Business and K70 million (or lessj where certain conditions apply) 
in respect of a 1IM Businessj but inapplicable to an IAA Business)q and

D meeting certain internal system re:uirementsj such as having an appropriate 
organisational structure in place.

Applications for FIBO registration have to be ,led with the relevant LFB. In practicej applicants 
are generally re:uired to consult with the relevant LFB to discuss the details of their proposed 
businessesj the appropriateness of their organisational structure and internal business rulesj 
and other mattersj and to obtain informal regulatory approval for ,ling before submitting 
a formal application. Assuming this informal consultation process (which may take a few 
months) is observedj two months will typically be re:uired from the date of submission of 
a formal application to the date of completion of registrationj unless amendments to the 
application forms or supporting documents are necessaryj in which case more time would 
be needed.

Foreign entities engaging in a business similar to an IAA Businessj a 1IM Businessj certain 
Type I Businesses or certain Type II Businesses in its home ;urisdictionj and certain 
entities and persons associated therewith (such as its parent and subsidiaries) may receive 
English-language support in their applications for registration as an IAA Businessj a 1IM 
Businessj the relevant Type I Business and the relevant Type II Business from the Financial 
Market Entry O–ce (FMEO). The FMEO was ;ointly established by the JFSA and LFBs in 
January 2023 to handle registration (including the aforementioned informal consultation 
process) and supervision of foreign asset management ,rms that are new to the Japanese 
market. The FMEO functions as a single point of contact with the capacity to conduct 
communications in English. Foreign entities (or their local a–liates in Japanj as applicable) 
mayj with the support of the FMEOj prepare and ,le applications for registration as an IAA 
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Businessj a 1IM Businessj the relevant Type I Business and the relevant Type II Business in 
English.

Exemption from registration re:uirements

Under the FIEAj business operators who satisfy certain re:uirements are permitted to 
engage in certain Financial Instruments Businesses without registration as a FIBO. The main 
registration exemptions are discussed below.

Article 65 business exemption

Registration exemptions are available under article 65 of the FIEA to general partners of 
partnerships with•

D at least one :uali,ed institutional investor (such as a FIBO engaging in a Type I or 1IM 
Businessj a bank or an insurance company)q and

D less than 70 eligible non-:uali,ed institutional investor investors (which are limited 
to persons such as the general partner itselfj a parent or a subsidiary of the general 
partnerj o–cers and employees of the general partnerj its parent or subsidiaryj and 
certain high-net-worth individuals).

Speci,callyj such general partners may•

D solicit Japan residents for investments in interests in their partnerships without 
registration as a Type II Businessq and

D manage the assets of their partnerships for investors resident in Japan without 
registration as a 1IM Business.

¥oweverj an article 65 noti,cation has to be ,led with the relevant LFB before the 
commencement of any investment solicitation activities.

Foreign investor exemption

A general partner that satis,es certain re:uirements (including but not limited to having an 
appropriate organisational structure and having an o–ce in Japan) may•

D solicit investments in partnership interests from foreign investors and others z 
including certain Japan residentsj such as :uali,ed institutional investors z without 
registration as a Type II Businessq and

D manage the assets of such a partnership without registration as a 1IM Business by 
,ling the re:uisite noti,cation with the relevant LFB before commencing investment 
solicitation activities.
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To :ualify for this exemptionj a general partner must ensure that more than 70 per cent of 
the money invested in the partnership is sourced from residents outside Japan.

1e minimis exemption

A general partner of a partnership established under the laws of a foreign ;urisdiction 
is permitted to manage the assets of such a partnershipj without registration as a 1IM 
Business or ,ling an article 65 noti,cationj if all of the following conditions are met•

D all the Japan-resident investors who have directly and indirectly invested in the 
partnership are :uali,ed institutional investorsq

D the partnership has fewer than 30 Japan-resident investorsq and

D the total partnership contributions from such Japan-resident investors is less than 
one-third of the total contributions from all investors in the partnership.

Foreign securities ,rm exemption

A foreign entity engaging in the securities business in a foreign ;urisdiction in accordance 
with the laws of the relevant foreign ;urisdiction is permittedj without registration as a Type I 
or Type II Businessj to engage in certain securities-related activitiesj provided such activities 
are carried on from o–ces outside Japan and with limited categories of counterparties.

Foreign investment adviser and manager exemption

A foreign entity licensed to engage in a non-discretionary investment advisory business or a 
discretionary investment management business in its home ;urisdiction is permittedj without 
registration as an IAA Business or 1IM Businessj to provide a FIBO engaging in the 1IM 
Business with non-discretionary investment advisory services or discretionary investment 
management services.

¥oweverj such foreign investment advisers and managers are still prohibited from providing 
non-discretionary investment advisory services and 1IM services to FIBOs registered to 
engage in the IAA Business.

Temporary foreign investment manager exemption

A foreign entity licensed to engage in a discretionary investment management business in 
the prescribed ;urisdictions (iej the United Statesj the United ingdomj Australiaj Singaporej 
Swit erlandj Germanyj France and ¥ong ong) who satis,es certain re:uirements (including 
but not limited to having operations in any of the aforementioned ;urisdictions for over 
three yearsj having an appropriate organisational structure and having an o–ce in Japan) 
is permittedj without registration as a 1IM Businessj to provide foreign investors and 
others (including FIBOs engaging in the 1IM Business) with certain discretionary investment 
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management services through its local o–ce in Japan for up to ,ve years by ,ling the 
re:uisite noti,cation with the relevant LFB. To :ualify for this exemptionj no more than 70 per 
cent of the assets under management must be invested in Japanese stocksj among othersj 
with voting rights.

A foreign entity that has ,led the aforementioned noti,cation may also solicit the following 
from foreign investors and others•

D investments in interests in foreign investment trustq

D foreign investment corporationsq and

D foreign collective investment schemes (such as limited partnerships established 
under the laws of foreign ;urisdictions) that will be managed by the relevant foreign 
entity without registration as a Type I or Type II Business.

This exemption was introduced as a temporary measure that will be available until 23 
November 2026 and the aforementioned noti,cation must be ,led by that date.

Non-securities related OTC derivatives exemption

A person will not be deemed to be engaging in the Financial Instruments Business 
merely by acting as a principal or providing intermediationj brokerage or proxy services in 
non-securities-related OTC derivative transactions (except in cases where such derivative 
transactions are sub;ect to certain statutory re:uirements or crypto assets related derivative 
transactions) where the counterparties are limited to•

D Type I Business FIBOsq

D ,nancial institutions registered to conduct securities-related business under the FIEAq

D :uali,ed institutional investorsq

D stock corporations with paid-up capital of at least K3 billionq and

D an overseas e:uivalent of any of the above.

Registration as sales representatives

Under the FIEAj the o–cers and employees of a FIBO who engage in marketing activities 
such as the sale and purchase of Type I Securities z or dealing in the public offeringj private 
placement or secondary distribution of Type I Securities z are re:uired to be registered as 
sales representatives with the Japan Securities 1ealers Association (JS1A)j a self-regulatory 
body delegated with the authority to handle registration affairs by the JFSA. Persons seeking 
to be registered as sales representatives are re:uired to pass a :uali,cation examination 
administered by the JS1A.

Law stated - 10 1� 2024
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Legislation
What statute or other legal ,asis is the source of each regulatory 
authorityjs urisdictionb

The JFSAj the SESC and LFBs derive their regulatory authority over ,nancial instruments 
businesses from the FIEAj and cabinet orders and ordinances issued thereunder (together 
with the FIEAj the FIEA Regulations).

Law stated - 10 1� 2024

Legislation
What principal laws and ?nancial service authority rules apply to the 
activities of ?nancial services ?rms and their associated personsb

The ,nancial services industry in Japan is principally regulated by•

D the FIEA Regulationsq and

D the Comprehensive Guidelines for Supervision of FIBOsj etc (the Supervisory 
Guidelines)j issued by the JFSA.

The Supervisory Guidelines set forth the supervisory and inspection principles adopted by 
the relevant regulator toward FIBOs and the like. Accordinglyj FIBOs and persons associated 
therewith are compelledj as a matter of practicej to comply with the Supervisory Guidelines.

Additionallyj FIBOs and persons associated therewith are re:uired to comply with the Civil 
and Criminal Codes of Japan.

Law stated - 10 1� 2024

Scope of regulation
What are the main areas of regulation for each type of regulated ?nancial 
services provider and productb

The main areas of FIEA Regulations in respect of FIBOs relate to•

D continuing registration re:uirementsq

D codes of conductq and

D the re:uirement to maintain proper books and records.

These are brie y discussed in turnj as follows.

To maintain the validity of their registrations•

D FIBOs registered as Type I Businesses are re:uired to maintain both capital and net 
worth of at least K70 million (or morej in certain cases)j respectivelyj as well as keep 
their capital ade:uacy ratios at 320 per cent or moreq

D FIBOs registered as Type II Businesses are re:uired to maintain capital of at least K30 
millionq and
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D FIBOs registered as 1IM Businesses are re:uired to maintain both capital and net 
worth of K70 million (or lessj where certain conditions apply)j respectively.

These continuing registration re:uirements have been put in place to ensure the continued 
,nancial soundness of the registered FIBOs.

All FIBOs are also re:uired to adhere to certain codes of conduct that seek to protect the 
interests of investorsj including but not limited to the duty of loyaltyj the duty of care of a good 
manager and the prohibition against compensating customers for their lossesj as applicable 
to the services provided by the FIBOs.

Additionallyj all FIBOs are re:uired to prepare and maintain books and other records on 
their Financial Instruments Businessj based on which their annual business reports will be 
prepared and submitted to the regulator.

These regulations do not apply to business operators relying on certain exemptions in the 
authorisation regime. ¥oweverj a general partner who ,les an article 65 noti,cation with the 
regulator is sub;ect to certain codes of conduct in relation to the business within the scope 
of the article 65 business exemptionj including but not limited to refraining from•

D engaging in transactions between funds that are managed by the same general 
partnerq and

D compensating customers for their losses.

Such a general partner is also re:uired to prepare and maintain books and records on its 
business under the article 65 business exemptionj based on which its annual business 
reports will be prepared and submitted to the regulator.

Law stated - 10 1� 2024

Additional requirements
What additional requirements apply to ?nancial services ?rms and 
authorised persons’ such as those imposed ,y self-regulatory ,odies’ 
designated professional ,odies or other ?nancial services organisationsb

The self-regulatory bodies in JapanHs ,nancial services industry include•

D the JS1Aq

D the Type II Financial Instruments Firms Associationq

D the Japan Investment Advisers Associationq and

D the Investment Trusts Association.

These organisations regulate the activities of their members and registration as a FIBO under 
the FIEA is generally a prere:uisite of membership in these organisations. A FIBO is not 
legally obliged to be a member of any such organisation. In practicej howeverj FIBOs (other 
than those engaging in the IAA Business only) are re:uired to establish internal business 
rules that are in line with the rules and regulations established by a self-regulatory body. 
1riven by their need to establish appropriate alternative dispute resolution measuresj FIBOs 

Financial Services Compliance 2024 Explore on Lexology

https://www.lexology.com/gtdt/workareas/financial-services-compliance?utm_source=GTDT&utm_medium=pdf&utm_campaign=Financial+Services+Compliance+2024


RETURN TO CONTENTS

also ,nd it necessary to ;oin self-regulatory bodiesj membership of which gives them the right 
to utilise the facilities of the Financial Instruments Mediation Assistance Center of Japan.

The rules imposed by such self-regulatory bodies mainly regulate the conduct of FIBOs from 
the perspective of investor protection. The rules of a self-regulatory body only apply to its 
members. Such rules do not have the force of law and violations would not necessarily result 
in o–cial sanctions by the JFSA.

Law stated - 10 1� 2024
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