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1-1. Japan Snapshot

Foreign Exchange and Foreign Trade Law (April 1998) gave 
companies in Japan greater flexibility in managing foreign currency, 
trade settlement, and subsidiary funding. There are five key law
revisions:
– Cross-border capital flow liberalization
– Free market for foreign currency exchange
– Overseas accounts
– Multi-lateral netting
– Allow domestic trade in foreign currency
Japan resident entities are responsible for all regulatory reporting
Export and import controls are imposed following the UN sanction
and Japanese government sanction
Export and Import of certain products are prohibited or require 
specific licenses

Ministry of Finance (MOF) 
– Law making
Bank of Japan (BOJ)
– Central Bank
– Monetary policy
– Settlement services for financial institutions
Financial Service Agency (FSA)
– Supervisory and inspection on financial institutions
Japan Bankers Association (Zenginkyo)
– Operating Zengin, Gaitame, Clearing Houses
Tokyo Stock Exchange

Country Overview Banking Sector 

Foreign Exchange Controls Regulatory Body

Financial Institutions
– 150 Japanese banks 
– 1,544 cooperative-type institutions
– 69 foreign banks
– Postal Savings, which has a 24,000 branch network
NPL
– Significantly receded to 2.8% in 2006 from 4.0% in 2005
Current Market
– Appreciation of JPY
– Significantly lower share price
– BOJ encourages the uncollateralized overnight call rate to 

remain at around  0.5%

Capital City : Tokyo 
Population : 127,771,000
Currency : Japanese Yen
GDP : USD4.35 trillion
GDP Growth Rate : 2.1%
Exports : USD739 billion
Imports : USD675 billion
CPI Inflation Rate : 0.3%
JPY/USD : 104.12 (11:39am on May 19, 2008)

(as of 2007 end)

Source: NCL Report
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1-2. Changing Economic Market
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• The business confidence DI among large manufacturers 
declined by 8 points in the March Tankan, indicating the 
negative impacts from the US economic slowdown, the yen's 
appreciation, and surging energy prices. 

• However, other components of the survey including profits 
and business investment outlook suggested a more stable 
economic outlook. 

• The Japanese banking system has been dramatically 
restructured and Nonperforming Loans (NPL) significantly 
reduced.

Stock Price (Nikkei 225)

Exchange Rate (JPY/USD)
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1-3. Consolidation of Major Banks
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(Sumitomo Mitsui)
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((JPY 101 trillion)JPY 101 trillion)

((JPY 41 trillion)JPY 41 trillion)

((Total Assets)Total Assets)
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1-4. Key Themes in Japan

• Before US sub-prime mortgage crisis: Recovery of Japanese economy 
– Continued economic expansion (the longest growth period since World War II)
– Appreciation of Japanese Yen

• After US sub-prime mortgage crisis: Limited damage to Japanese bank’s capital from sub-prime issues
– Mainly externally driven slowdown

• The firewall between bank and securities firm still exists.

• Introduction of triangle mergers (May 2007)
– More foreign companies look to expand in Japan

• J-SOX (SOX Japan Version) are effective since April 2008



7

2-1. Citi in Japan

• Consumer Finance
• Personal Loan

• Transaction Services
• FX
• Corporate Finance

• Purchases of Real estate, 
NPLs, etc

• Support in Financing and 
Restructuring

• Investment Banking
• Fixed Income
• Equities
• Research

• Retail Services
• Asset Management
• Investment Banking
• Merchant Banking

•Credit Cards
•T&E Card
•Commercial Cards

•Credit Cards
•T&E Card
•Commercial Cards

• Trustee services
• Fund administration services 
• Reporting services to 

shareholders and regulatory 
authorities 

• ATM, Cashcard
• Internet Banking
• MultiMoney Account
• Investment Trusts

(Citibank Japan Ltd. Corporate Bank) (Citibank Japan Ltd. Retail Bank)

(Citigroup Principal Investments Japan Ltd.)

(Citi Cards Japan Inc.)

（CFJ K.K.)

(Nikko Citigroup Limited)

(As of April, 2008)
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2-2. Citi in Japan

Commitment to Japan Market

– One of the oldest and largest foreign banks in Japan
– Citibank has over 100 years of presence in Japan (established in

1902 in Yokohama)  
– First foreign bank in Japan became localized in July 2007.
– In 2007, Citi acquired Nikko Cordial, the third largest securities firm 

in Japan, by triangle merger.  
– As of September 2007, Citibank has 1,962 employees nationwide 

(over 16,000 including Nikko Cordial Group).
– Capital: JPY 123.1 billion (as of Sep. 30, 2007) 

Tokyo

Osaka
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2-3. Citi in Japan

Corporate Bank Division
– Service to companies and financial institutions with global reach
– Focus on meeting the unique needs of clients in each industry, bringing in the 

special expertise of Product Managers, with Citi’s strong global footprint, premium 
products, and capital strength. 
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3-1. Doing Business in Japan

The repatriation of capital is allowed in the case of business 
termination except certain industries
Central bank reporting is required for cross-border capital 
movements exceeding JPY100 million

Zengin Clearing System
– JPY domestic wire transfer network
– Payments via electronic banking system, ATMs and at branch
Foreign Exchange Yen Clearing System (FXYCS) 
– JPY payment  or receipts involving non-residents 
– Foreign Exchange transactions among residents
Bank of Japan Net (BOJ Net)
– RTGS payments among financial institutions
Clearing House 
– 185 clearing houses across Japan 
– Clearing of JPY checks, promissory notes, bills of exchange, 

foreign exchange receipts and travelers checks

Account Opening Remittance of Dividends and Profits

Repatriation of Capital Country Clearing

Foreign investors are permitted to remit distributed profits or 
revenue and other legal income to overseas
Central bank reporting is required for outgoing and incoming 
payments exceeding JPY30 million

Three types of accounts available in LCY/FCY for residents and 
non-residents
– Current account: Non-interest bearing by regulation, JPY 

checkbook 
– Savings account: Interest bearing
– Time deposits: onshore and offshore
No special regulation for a representative office
ID Verification Law requires Commercial Registration of the 
company and ID copy of its employee
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3-2. Japanese Settlement Systems

• Settlement Systems 
– Resident Yen Settlement

• Zengin – electronic real-time clearing system which is used for the majority of payments.
• BOJ-Net – electronic real-time gross settlement system used between the banks. 

– Non-Resident Yen Settlement – FX  Yen Clearing System (Gaitame) is used for any payments 
that involve a non-resident. 

– Tokyo Clearing House – Check and Bill (Promissory Note) clearing.  

• Payment methods
– Direct debit is the most common payments method for all regular consumer to business payments 

I.e. utility and rental payments etc. 
– Electronic payments are made real-time via Zengin System
– Checks are uncommon
– Promissory notes are preferred in certain industries
– Credit card usage is lower than in other countries
– Cash remains dominant in retail, leisure and insurance. Zengin Transfer

34%

Credit Card
10%

P-Note & Check
5%

Direct Debit 
51%

% Share of Non-cash Payments
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3-3. Tax and Regulatory Considerations

• Inter-company interest must be setup between the entities at arms-length pricing. 

• The interest to be paid to a foreign entity from a Japan incorporated company is subject to withholding 
tax, the rates depending on tax-treaty and jurisdiction. 

• If the account pays foreign withholding tax, “Foreign Tax Credit” may be applicable.

• Monthly Interest Re-allocation Report available from domestic sweep system can be used at client’s 
end to calculate and withhold necessary tax between resident and non-resident entity. 

• Fund transfer in accordance with cross border (including to non-residents) target balancing service will 
invoke various reporting requirements under Foreign Exchange Law and subordinate regulations in 
Japan. For example, 

– Cross border non-trade movements over 30 million yen or equivalent must be reported to the Bank 
of Japan (BOJ) on “invisible report” forms. 

– Cross border capital movements over 100 million yen or cross border end-of-month balances over 
100 million yen must be reported to BOJ by additional after-the-fact report.

• A Zero Balance structure that repetitively moves cash among companies may be viewed as 
constituting inter-company lending and hence subject to a registration requirement in Japan under 
Money Lending Business Law.

Remarks: Legal, tax, regulatory, and accounting policies should be consulted with the independent legal, tax and accounting advisors.
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4-1. Solutions and Best Practices for MNC Treasury in Japan

• Long Term (LCY/FCY) 
– Bank Loans (Bi-lateral, Syndication)
– Private Placement
– Euro MTN 

• Short-term (LCY/FCY) 
– Bank Borrowings 
– CP, Repo, etc.

• Other Methods:
– Corporate Finance (securitization, etc.)
– Bond Issuance (global yen/ euro yen bonds, samurai bonds, etc.)

Working Capital 
and Funding 

Solutions

• FCY Risk Management
– Forwards
– Options
– Derivatives (cross-currency swaps, 
etc.)

• Investments
– FCY deposits
– LCY deposits

• Trade Finance/ Services
– Supplier Financing
– Customs Bond/ Bank Guarantees

• Cash Management
– Receivables Management
– Payables Management
– Liquidity Management (pooling, netting, etc.)

General Banking 
Solutions

Available ToolsMNC 
Requirements
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4-2. Citibank’s Cash Management Solutions in Japan

• Citi in Japan covers full range of cross border and domestic solutions COVERING

C
ross B

order (FC
C

Y
)

D
om

estic (JP
Y

)

Special Savings A/C

Savings A/C with Overdraft

Time Deposit

Negotiable Certificate of 
Deposit

Cross Border Sweep

Cross Border Netting

ZBA
(Zero Balance Account 

structure）

ANSER Inter-bank Sweep

Cross Border Incoming FT

Clean Bill Purchase/ 
Collection

JPY Clearing

Domestic Zengin EFT

P-note Collection

Lockbox

Direct Debit

Post Office Sweep

Post Office Card Cash 
Collection

Domestic JPY ZBA

Cross Border Payments

Worldlink

Payment Check

FX JPY Clearing

Zengin Mass Payment
（FB, CitiDirect, Original format）

Zengin Payroll Mass 
Payment

（ FB, CitiDirect, Original format ）

Message Zengin EFT 
(ANSER, CiriDirect)

Notes Payable

PO Mass Payment (FB, 
CitiDirect)

PO Payroll Mass Payment 
(FB, CitiDirect)

Liquidity Management

Various Integration Services for Mutual Data Transmittance 
with Electronic Banking

Collection Payment
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4-3. Citibank’s Trade Finance & Services Solutions in Japan

To Exporters/Suppliers To Importers/Buyers

Trade Service
Trade Finance

Traditional Service

• Export LC Advising

• Export Documents Direct Collection

Risk Hedge 

• Export LC Confirmation, Stand By LC Confirmation

• Commitment Negotiation 

• D/A without recourse

• Forfaiting

In-sourcing Service

• Export Document Collection/Preparation Service

IT Platform

• CitiDirect Platform (Will be live in 3Q 2008)

Global / Local Financing & Risk Hedge

• Account Receivable Purchase Credit Program (Supplier 
Centric)

• Distribution Financing

Local Financing & Risk Hedge

• P-Note without recourse purchase

IT Platform

• CitiConnect

Traditional Service

• LC issuance

• Import Collection

• Trust Receipt / Shipping Guarantee

• Stand By LC / Guarantee Issuance

• Customs Bond Issuance

IT Platform

• CitiDirect Platform (Will be live in 3Q 2008)

Global / Local Financing & Risk Hedge

• Account Receivable Purchase Credit Program (Buyer Centric)

• Supplier Finance

Local Financing & Risk Hedge

• Import Loan (Hompo Loan)

• Banker’s Acceptance

IT Platform

• CitiConnect
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4-5. Key Challenges for Doing Business in Japan 

• High cost of labor

• Language barrier
– The main payments system ‘Zengin’ requires Japanese language input – however not all multi 

nationals have Japanese language ERP systems.

• Control and security of “Firm Banking”, a market standard electronic banking system
– Data is not encrypted, authorization controls are weak, and passwords are static and frequently 

shared. 
– Frequently an internal audit issues for multi-national operating in Japan.

• Number of bank accounts
– Many companies have numerous banking relationships as a result of historical ties or industry 

practice. Achieving  efficient liquidity management whilst maintaining multiple banking relationships 
is a challenging task.

• Use paper-based payment instruments for Promissory notes

• Insufficient information for reconciliation
– Inadequate payment information is conveyed through the Zengin system creating reconciliations 

difficulties and resulting in numerous customer inquiries
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4-6. Solutions and Best Practices

• Shared Service Center and outsourcing solutions 

• Usage of CitiDirect
– Multi-language and remote access capabilities
– Straight-through-processing (STP)
– Enhanced security including encryption, changeable password, audit trail

• Sweeping tools for liquidity management
– Domestic Multi-bank Sweep (ANSER)
– Post Office Sweep
– Zero Balance Account/ Cross Border Sweep

• Electronic payments in lieu of promissory notes

• Virtual accounts to facilitate reconciliations (identify remitters)
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5-1. Case Study – Liquidity Management

Results
Accounts reduced from 40 to 3 and collection process is streamlined
More transparency from Regional Treasury’s perspective
Maximized return on surplus by investing in higher interest currencies

Need
• Efficient and cost-effective funding
• Maximize return on excess cash
• More transparency at the regional and global treasury center

Challenges
• Multiple bank relationships as a result of historical ties and proximity of the bank in 

case of hard cash deposit
• Psychological resistance from sales team to request changes of collection bank
• Low interest rate on JPY in case of long position
• Unexpected non-receipt of incoming funds 

Solutions
• Request all customers to change the collection account to Citi
• Use ANSER to sweep the balance from other bank’s accounts and use Post Office Card cash collection service to collect OTC (over the counter) 

cash by 30 local branches without opening accounts
• Sweep excess cash to client’s cash pooling bank for investments
• Set up the just-in-case overdraft facility for unexpected non-receipt of funds or mis-funding

ANSER NetworkANSER Network

JapanJapan Region Region 

Post Office Card Cash CollectionPost Office Card Cash Collection

ANSER sweepANSER sweep

CitiCiti XB sweepXB sweep

Local BankLocal Bank

Client: A major delivery company with over 1,000 employees and over 30 
local branches across Japan 
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5-2. Case Study – Virtual Account

Results
Automated matching and reconciliation by using virtual account as matching key. 
Save time and cost on account receivables operations.
Timely matching/ reconciliation to improve client service and efficient credit control. 

Need
• Issues with collection process - need a quick and accurate method of 

reconciling customer’s payment so that they can activate the service as 
soon as confirming the receipt of the funds.

Challenges
• Identifying difficulties – Insufficient description of remitter information in 

Zengin, Japanese clearing system
• Largely manual intensive reconciliation process 

Solutions
• Virtual Account is opened under “YAMABUKI” Branch, a virtual branch.
• 7 digits virtual account number, unique to each customer, is assigned to each customer.
• Automatic reconciliation with the specific remitter account number.

Client: A major online search engine company with huge and increasing 
client base 

YAMABUKI BranchYAMABUKI BranchHead OfficeHead Office

ClientClient’’s customerss customersClientClient

90010019001001Master AccountMaster Account 90010029001002 90010039001003

Virtual Account

9001001 A ￥10,000
9001002 B ￥10,000
9001003 C ￥10,000

Automatic 
credit

Make payment to Virtual Account

Reconciliation

Provides Virtual Account 
number on each credit
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5-3. Case Study – Supplier Financing scheme

Results
Improvement in the relationship with suppliers by providing funding source through discounting of receivables with Citi
Elimination of Promissory notes issuance for the entire group companies in Japan (process improvement)
Elimination of stamp duty and HR costs related with P-notes issuance and Management (estimated cost saving exceeds USD300,000 p.a.)

Need
• Streamline manual processes of promissory note issuance and control
• Decrease cost – labor and stamp duty cost
• Enhance relationship with suppliers

Challenges
• Resistance from suppliers to keep paper-based notes 
• The Subcontract Act, which protect small suppliers

Solutions
• Supplier financing scheme to replace manually issued promissory notes with electronic payments at maturity 
• Worked with the client to produce payable data in CitiDirect

Client: A large industrial conglomerate with multi-lines of businesses with 
manufacturing, sales, and distribution

SFS Engine

Suppliers

1. Payable Data
2. Receivable Notice

4. Payment with Advice

3. Payment Instruction

5. Debit on Due

Customer’s A/C

6. Reconciliation ReportBUYER
SFS EngineSFS Engine

Suppliers

1. Payable Data
2. Receivable Notice

4. Payment with Advice

3. Payment Instruction

5. Debit on Due

Customer’s A/CCustomer’s A/C

6. Reconciliation ReportBUYER
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Leadership in Global Transaction Services

• Largest and most diversified foreign bank 

• Strong and long commitment to Japanese 
market

• Excellent local capabilities with global 
network in dealing with MNCs

• Reputable trade bank among trading 
companies and financial institutions 

• Unique alliance with Post Office which has 
24,000 branch network across Japan

Cash Management Poll 
2007

Best Foreign Cash 
Management Bank in 

Japan across all categories 
as voted by corporates

Best Domestic Cash 
Services in Japan across 
all categories as voted by 

corporates

Best Cross-Border Cash 
Services in Japan for small 

and medium corporates

Best Overall 
Corporate/Institutional 
Internet Bank in Japan 

2007

Best Foreign Trade 
Bank in Japan 2007

Best Transaction 
Services Bank in Asia 

& Japan



Q&A
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IRS Circular 230 Disclosure:  Citigroup Inc. and its affiliates do not provide tax or legal advice.  Any discussion of tax matters in these materials (i) is not intended or written to be used, and 
cannot be used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any Transaction 
contemplated hereby (“Transaction”).  Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor. 
The information and any terms set forth herein for any Transaction are intended for discussion purposes only and are subject to the final terms of such Transaction as set forth in separate definitive written 
agreements.  This presentation does not constitute our commitment to participate, or arrange for third parties to participate, in any way in any Transaction or our agreement to prepare, negotiate, execute or 
deliver such a commitment.  We are not acting in any other capacity as a fiduciary to you.  By accepting this presentation, you agree to keep confidential the existence and proposed terms of any Transaction, 
including, without limitation, any specific pricing information related to any Transaction or the amount or terms of any fees payable to us or other parties in connection with any Transaction. Notwithstanding any 
other provision in this presentation, from the commencement of discussions with respect to any Transaction no participant in such Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax 
structure of such Transaction.  
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as 
well as the legal, tax and accounting characterizations and consequences of any such Transaction.  In this regard, by accepting this presentation, you acknowledge that you have been advised that (a) we are 
not in the business of providing (and you are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely 
on) separate and qualified legal, tax and accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any 
Transaction) and our disclaimer as to these matters. 
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us.  We will ask for your complete name, street address and taxpayer 
ID number.  We may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers.  These indications are provided solely for your information and consideration, are subject to change 
at any time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument.  The information contained in this presentation may include results of analyses from a 
quantitative model, which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product.  Any estimates included herein 
constitute our judgment as of the date hereof and are subject to change without any notice.  We and/or our affiliates may make a market in these instruments for our customers and for our own account.  
Accordingly, we may have a position in any such instrument at any time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, 
directly or indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from 
being compensated for specific recommendations or views contained in research reports.  In order to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi
has enacted policies and procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.
Citibank Japan Ltd. ("Citibank") and its affiliates maintain strict compliance with the applicable anti-tying provisions of Japanese banking and financial instrument regulations.  Accordingly, Citibank will not 
provide, or vary the terms of the provision of, any of its products or financial services to you on the condition that you accept a product or service offered by its affiliate engaging in financial instrument business.
© 2008 Citibank Japan Ltd.  All rights reserved.  Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.
© 2008 Citigroup Global Markets Inc. Member SIPC.  All rights reserved.  Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout 
the world.
© 2008 Citigroup Global Markets Limited.  Authorized and regulated by the Financial Services Authority.  All rights reserved.  Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its 
affiliates and are used and registered throughout the world.


