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3. Commercial Law 

Amendments to the Securities Exchange Act and Foreign Secu-

rities Firms Act. 

[Background of the A mendments] 

Recently, among the many laws belonging to corporate law, the 

Securities Exchange Act has become very important . As is generally 

known, the securities market in Japan has witnessed unprecedented 

expansion in recent decades and has established itself as one of the 

leading markets in the world. Consequently, internationalization 

(globalization) and liberalization of securities regulation were demand-

ed from all over the world. Also important to the background of 

the amendments, we must remember, were the continual scandals 

involving mainly the four major securities firms for loss compensa-

tion to certain investors. 

[Contents of the Amendments and Comment] 

( I ) Act Amending the Securities Exchange Act and Foreign Secu-

rities Firms Act (Ch. 96, 1991). 
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Enacted on October 3, 1991 . Promulgated on October 5, 1991 . Ef-

fective as of January I , 1992. 

This Act prohibits loss compensation, certain types 'of discretionary 

accounts, and so on. 

(2) Act Amending the Securities Exchange Act and other Acts 

to Ensure Fairness in Securities and other Transactions (Ch . 73, 1 992) . 

Enacted on May 29, 1 992. Promulgated on June 5, 1 992. Effective 

as of July 20, 1992. 

This Act establishes the Securities Exchange Monitoring Committee . 

(3) Act concerning Adjustment of Concerned Laws to Reform 

the Financial Institution and Securities Exchanges Systems (Ch. 87, 

1 992) . 

Enacted on June 19, 1992. Promulgated on June 26, 1992. To be 

effective in the near future. 

This Act is to enlarge the definition of securities, to reform the concept 

of public and private offerings, and to recognize mutual entry jnto 

different business sectors by certain types of financial institutions. 

As can be seen from the above, very substantial amendments were 

made to the Securities Exchange Law during 1991 and 1992. These 

amendments were intended to deal with a variety of issucs including 

the responsibility of accountants for false or misleading disclosures, 

loss compensation in connection with securities transactions, private 

offerings of foreign and domestic securities to qualified institution-

al investors, and expansion of the scope of instruments treated as 

securities under Japanese securities laws. 

More significant are wide-ranging financial reforms concerning 

the authorization of mutual entry by banks and securities firms into 

each others ' business sectors through subsidiaries. Traditionally, Ar-

ticle 65 of the Securities Exchange Law bamed banks and other finan-

cial institutions from participating in the domestic securities business 

(similar to the United States Glass-Steagall Act of 1933, although 

different in substance). However, the reform does not completely 

remove the Article 65 barrier, and new obstacles will be raised to 

keep banking and securities activities more or less separate . Further-

more, the impact of the reforms will take place over several years, 

with staggered entries for different types of financial market par-
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ticipants and with queues to be established by the Ministry of Finance 

to prevent market "confusion." Thus, the reforms will not trigger 

a "Big Bang" in liberalizing Japan's financial system. 
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