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Banking Industry

The Japanese banking system consists of a) a central bank (Bank of Japan), b) private
depository institutions (ordinary banks, long-term financial institutions, and financial
institutions for small businesses; e.g. Shinkin banks, credit cooperatives, labor banks, c)
financial institutions for agriculture, forestry, and fisheries; e.g. Norinchukin Bank),
and d) government financial institutions (such as Postal Savings, Shoko Chukin Bank,
and Japan Bank for International Cooperation). Among these, commercial banks — the
best known throughout the world — are usually referred to as “ordinary banks” in
Japan.

Commercial banks are corporations established under the Corporate Law, and as
such are just the same as any other corporation, but they are also required to obtain a
license from the Prime Minister before starting up any banking business in accordance
with the Banking Law, and are subject to supervision by both the Financial Services
Agency and the Bank of Japan, as the central bank. There are also government
financial institutions, including the postal savings system, that supplement the
activities of private-sector institutions by providing financing in areas that would be
difficult for the private sector. These are established under their own respective laws.
Other major laws affecting depository institutions include the Deposit Insurance Law,
the Financial Instruments and Exchange Law, the Temporary Interest Rates
Adjustment Law, the Law concerning the Restriction of Interest, the Law concerning
the Reserve Requirement System, the Law concerning the Amalgamation and
Conversion of Financial Institutions, and the Antimonopoly Law.

The Japanese banking system has several points in common with the U.S. and the
E.U., but also has some significant differences. For example, as in the U.S. but unlike
the E.U., Japanese banks are prohibited in principle from directly conducting securities
business. With the recent move towards deregulation, banks are now allowed to form
bank holding companies, but are still subject to strict limits on ownership of
subsidiaries.



