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SEPARATION BETWEEN BANKING AND COMMERCE  

In modern Japan, the first Banking Law was enacted in 1890.1  Prior to the time the law was 
enacted, banks had close relationship with specific commercial firms.  More specifically, many firms or 
groups of firms established banks for their own financial convenience. 2   There was no provision 
restricting a bank’s holding shares in commercial firms.  The first Banking Law had a provision that 
restricted a bank’s lending more than ten percent of the bank’s capital to one person, but the provision 
was so unpopular that it was repealed in 1895.  The Saving Bank Law, enacted in 1921, prohibited that a 
saving bank would acquire or hold more than twenty percent of a company’s stocks.3  After many banks 
underwent bankruptcy, the new Banking Law was enacted in 1927. 4  This Banking Law also did not limit 
the percentage of shares of a company that a general bank could hold.  From the beginning of the 
twentieth century, the Japanese economy was dominated by zaibatsu, huge and powerful conglomerates.5  
Large banks formed the core companies of zaibatsu.  

Under the Allied Powers’ occupation of Japan following World War II (WWII), the Allied Forces 
demanded reform on financial laws.  They ordered the dissolution of zaibatsu.  The Japanese Anti-
monopoly Law of 1947 prohibited a bank from owning more than ten percent of the shares of a 
commercial firm.6  Nonetheless, Japanese banks hold large portfolios of corporate stocks.  After WWII, 
banks and firms formed groups, in which they hold each other’s stocks in order to secure stable and 
friendly shareholders.  Japanese banks are key members of their group firms.  Also, the Japanese main 
bank system gives banks monitoring powers.  The main bank of a commercial firm is also the firm’s 
primary lender, a principal shareholder, and it assumes a financial monitoring role.7  The 1978 Anti-
Monopoly Law amendment reduced the upper limit of a bank’s shareholding of a commercial firm from 
ten percent to five percent.8    

Corresponding to changes in the economic situation in Japan, the Banking Law was wholly 
amended in 1981.9  The newest Banking Law has a provision limiting the amount that a bank can lend to 
one person.10   The financial institutions’ holding of commercial firms’ shares peaked in late 1980s.  
However, after the bubble economy burst, financial institutions released some of shares that they owned 
and dissolved some of the holding groups in 1990.11  From the late 1990s to the early 2000s, under the 
financial “Big Bang” reform, many banking regulations were liberalized.  Banks and group firms now are 
allowed to establish holding companies of financial firms.12  In addition to the Anti-Monopoly Law, the 
Banking Law set a limitation on holding shares in a commercial firm: a bank and its subsidiary cannot 
own more than five percent of a firm’s shares; and a bank and its group firms cannot own more than 
fifteen percent of a firm’s shares.13  Unlike the Anti-Monopoly Law, this provision is not intended to 
prevent control of a commercial firm by a bank, but, rather, to secure the bank’s financial soundness.   

In late 1990s, non-financial firms planned to establish new type bank, such as internet bank.  It is 
not prohibited non-financial firms do so under the Banking Law.  The Financial Services Agency released 
the Guidelines on Granting Bank Licenses and Supervision on New Types of Banks in 2000.14  Since 
2001, several firms, including Sony and Seven-Eleven, started banking service. 

Prepared by Sayuri Umeda 
Foreign Law Specialist 
September 2006 
 

 



Japan:  Separation Between Banking and Commerce – October 2006               The Law Library of Congress – 2 

                                                                                                                                                                           

1  Ginkō Jōrei [Banking Law], Law No. 72 of 1890.  The National Bank Law was enacted earlier, in 1872.  
2  YOSHIAKI KOYAMA, SHŌKAI GINKŌ HŌ [DETAIL COMMENTARY ON BANKING LAW], 17 (2004).  
3  Chochiku ginkō hō [Saving Bank Law], Law No. 74 of 1921, art. 12.  A saving bank is designed for collecting the 

general public’s small money.  The number of saving banks decreased eventually, especially after general banks were allowed to 
do the same business as saving banks.  The Saving Bank Law was  repealed in 1981.   

4  Ginkō hō [Banking Law], Law No. 21 of 1927. 
5  Eiji Takahashi, Changes in Japanese Enterprise Group? in JAPAN: ECONOMIC SUCCESS AND LEGAL SYSTEM, 227 

(Harald Baum ed., 1995). 
6  Shiteki dokusen no kinshi oyobi kōsei torihiki no kakuho ni kansuru hōritsu [Anti Monopoly Law], Law No. 54 of 

1947. 
7  The main bank system is explained in Takatoshi Ito,  Japan's Economy Needs Structural Change, 34 Finance & 

Development 2 (1997), available at http://www.worldbank.org/fandd/english/0697/articles/010697.htm..  
8  Law No. 63 of 1978. 
9  Ginkō hō [Banking Law], Law No. 59 of 1981. 
10  Id. art. 13. 
11  Miyajima Hideaki, et. Al., Sengo nihon no kabusiki shoyu kōzō [Structure of share holding in post war Japan], 6, 

PRI DISCUSSION PAPER SERIES, 03-A13 (2003), available at http://www.mof.go.jp/jouhou/soken/kenkyu/ron065.pdf (in Japanese).  
12  Banking Law, Law No. 59 of 1981, chap. 7-2, amended by Law No. 107 of 1998.  
13  Id. art. 16-3, amended by Law No. 107 of 1998;  
14 The Guidelines are available, in Japanese, at http://www.fsa.go.jp/news/newsj/ginkou/f-20000803-1b.pdf.  

http://www.worldbank.org/fandd/english/0697/articles/010697.htm
http://www.mof.go.jp/jouhou/soken/kenkyu/ron065.pdf
http://www.fsa.go.jp/news/newsj/ginkou/f-20000803-1b.pdf

	In modern Japan, the first Banking Law was enacted in 1890.   Prior to the time the law was enacted, banks had close relationship with specific commercial firms.  More specifically, many firms or groups of firms established banks for their own financial convenience.   There was no provision restricting a bank’s holding shares in commercial firms.  The first Banking Law had a provision that restricted a bank’s lending more than ten percent of the bank’s capital to one person, but the provision was so unpopular that it was repealed in 1895.  The Saving Bank Law, enacted in 1921, prohibited that a saving bank would acquire or hold more than twenty percent of a company’s stocks.   After many banks underwent bankruptcy, the new Banking Law was enacted in 1927.    This Banking Law also did not limit the percentage of shares of a company that a general bank could hold.  From the beginning of the twentieth century, the Japanese economy was dominated by zaibatsu, huge and powerful conglomerates.   Large banks formed the core companies of zaibatsu. 
	Under the Allied Powers’ occupation of Japan following World War II (WWII), the Allied Forces demanded reform on financial laws.  They ordered the dissolution of zaibatsu.  The Japanese Anti-monopoly Law of 1947 prohibited a bank from owning more than ten percent of the shares of a commercial firm.   Nonetheless, Japanese banks hold large portfolios of corporate stocks.  After WWII, banks and firms formed groups, in which they hold each other’s stocks in order to secure stable and friendly shareholders.  Japanese banks are key members of their group firms.  Also, the Japanese main bank system gives banks monitoring powers.  The main bank of a commercial firm is also the firm’s primary lender, a principal shareholder, and it assumes a financial monitoring role.   The 1978 Anti-Monopoly Law amendment reduced the upper limit of a bank’s shareholding of a commercial firm from ten percent to five percent.    
	Corresponding to changes in the economic situation in Japan, the Banking Law was wholly amended in 1981.   The newest Banking Law has a provision limiting the amount that a bank can lend to one person.   The financial institutions’ holding of commercial firms’ shares peaked in late 1980s.  However, after the bubble economy burst, financial institutions released some of shares that they owned and dissolved some of the holding groups in 1990.   From the late 1990s to the early 2000s, under the financial “Big Bang” reform, many banking regulations were liberalized.  Banks and group firms now are allowed to establish holding companies of financial firms.   In addition to the Anti-Monopoly Law, the Banking Law set a limitation on holding shares in a commercial firm: a bank and its subsidiary cannot own more than five percent of a firm’s shares; and a bank and its group firms cannot own more than fifteen percent of a firm’s shares.   Unlike the Anti-Monopoly Law, this provision is not intended to prevent control of a commercial firm by a bank, but, rather, to secure the bank’s financial soundness.  
	In late 1990s, non-financial firms planned to establish new type bank, such as internet bank.  It is not prohibited non-financial firms do so under the Banking Law.  The Financial Services Agency released the Guidelines on Granting Bank Licenses and Supervision on New Types of Banks in 2000.   Since 2001, several firms, including Sony and Seven-Eleven, started banking service.
	2006-03320 JP 2 REPORT COVER SHEET.pdf
	The Law Library of Congress
	REPORT FOR CONGRESS
	September 2006



	LRA-D-PUB-000169_cover.pdf
	Disclaimer_from_LRA-D-PUB-000056.pdf
	LRA-D-PUB-000056.pdf
	disclaimer.pdf
	Blank Page
	Blank Page







