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While some differences in implementing the post-crisis regulatory reforms have been acknowledged, some
jurisdictions show concern that the reforms have gone too far, especially in bank capital regulations, so-called Basel
IV reform.

Towards the G20 held in China in September, several reports were published by Financial Stability Board (FRB) and
the Basel Committee on Banking Supervision (BCBS) with respect to the progress of regulatory reform in the past
few years. Among the reports, concerns are raised on a possibility that internationally agreed implementation
deadline cannot be met in several areas, including the ones shown below:

(1) Margin requirements for non-centrally cleared derivatives
(2) Capital requirements for bank exposures to central counterparties
(3) The standardised approach for measuring counterparty credit risk exposures

(4) Capital requirements relating to equity investments in funds
(5) Revised Pillar 3 framework
(6) Requirements that mandate platform trading

For the first reform above, in particular, it is confirmed that nearly half of FSB member states do not have a solid
timeframe on the implementation by March 2017 while only 3 member states can meet the globally agreed due date.
If the timing of the implementation differs amongst member states, the member states and banks in those countries
that comply with the regulation beforehand are likely to raise an argument that they are suffering competitive
disadvantage. As a result, there is a likelihood that the implementation of those regulations will delay as whole.
Currently, Japan and the United States are committed to introduce the regulation in accordance with the international
agreement. In Asian financial centers such as Hong Kong, Singapore and Australia, the development of margin
requirements are being delayed, and we shall keep close eye on their future actions.

In addition to such delays in certain areas, European countries are concerned on greater impact on their banks and
real economy with respect to the standard method of credit risk and operational risk, claiming that “relaxation is
necessary”. Under these circumstances, the GHOS (The Group of Governors and Heads of Supervision), which
overlooks BCBS, announced that “the Committee (BCBS) should focus on not significantly increasing overall capital
requirements.” This policy statement has been confirmed couple of times by GHOS previously, but by re-emphasizing
this policy statement, not only will it affect the discussion on capital buffer requirements but, it will lead to a possible
revision of capital requirements on credit risk and operational risk which will be a significant issue for the Japanese
banks.

With the timing of regulatory compliance and review of capital regulations in mind, so where is financial regulation
heading? One possibility could be the “importance of financial supervision” or “best practice and good practice”. For
example, FSB indicated to publicize an additional guidance on the misconduct measures by the end of 2017, with
focusing on financial institutions’ “good practice” on governance and compensation tools. In addition, FSB has
intentions to conduct peer review of OECD Corporate Governance Principles and verify effective practice, which will
be incorporated in the guidance. Thus, rather than implementing “additional rules”, FSB’s policy could be to
encourage each country’s supervisors and financial institutions to share good practices.

This perhaps suggests that attitude towards financial regulations seems to have changed as the global economy
struggles to reach a sufficient growth. Moreover, the trend of moving from tightening of regulations to best-practice
focused is somewhat in line with what the Japanese Financial Services Agency advocates. Consequently, the time
is approaching to see the change of tide in the global financial regulatory reforms.
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