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To provide for fair trade in financial services.

IN THE SENATE OF THE UNITED STATES

OcToBER 7 (legislative day, SEPTEMBER 27), 1993

Mr. RiegLE (for himself, Mr. D’AmMATO, Mr. BRYAN, Mr. KERRY, Mr. Do-
MENICI, Mr. SASSER, Mr. SHELBY, Mr. CAMPBELL, Mrs. BoxeERr, Mrs.
MuURRAY, Mr. SARBANES, Mr. BonD, and Mr. LAUTENBERG) introduced
the following bill; which was read twice and referred to the Committee
on Banking, Housing, and Urban Affairs

MARcH 15 (legislative day, FEBRUARY 22), 1994
Reported by Mr. RIEGLE, with an amendment

[Strike out all after the enacting clause and insert the part printed in italic]

A BILL

To provide for fair trade in financial services.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 SECTION 1. SHORT HTLE; TABLE OF CONTENTS.
4 (a) sHorT Firee—This Act may be cited as the
5 “Fair Trade in Financial Services Act of 1993".
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(b} TaptLe oF ConTENnTS—The table of contents for
this Aet is as folows:
Sec. 4. Short title: table of contents:
Sec. 2. Effectuating the principle of national treatment for banking organiza-
%%Eﬁ%ﬁ&emqmmmmw

See. 4. Financial interdependence study:
See. 5. Conforming amendments:

SEC. 2. EFFECTUATING THE PRINCIPLE OF NATIONAL
FREATMENT FOR BANKING ORGANIZATIONS.

The International Banking Act of 1978 (12 U.S.C.
3101 et seq.) is amended by adding at the end the follow-
SSEC: 18: NATIONAL FREATMENT-

“(a) Purrpose.—The purpose of this section is to en-
codrage foreigh countries to accerd national treatment to
United States banking organizations that operate or seek
1o operate in those countries.

“b)y ioENFFPHUNG CounNTRIES THAT DENY NA-
HONAE FREATMENT Fo UnNTFED STATES BANKS 6R
Bank Horbing Compantes.—The Secretary shall iden-
tify the extent to which foreigh countries deny natienal
treatment to United States banking organizations—

“(1) according to the most recent report under
section 3602 of the Omnibus Trade and Cempeti-
tiveness Act of 1988 (or update thereof); or

“(2) based on more recent information that the
Secretary deems appropriate:

*S 1527 RS
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ey DeETERMiNING WHETHER DeEntAE OF Na-
FoNAE TREATMENT HAS SientHcANT ABVERSE EF

(1) In eeEnERAL.—The Secretary shall deter-
mine whether the denial of national treatment to
United States banking organizations by a foreigh
country identified under subsection (b) has a signifi-
cant adverse effect on such organizations.
mining whether and to what extent a foreign country
denies national treatment to United States banking
organizations; and in determining the effect of any
such denial on such banking organizations, the Sec-

“(A) the size of the foreign country’s mar-
extent to which United States banking organi-
zations operate or seek to operate i1 those mar-
kets;

“(B) the extent to which United States
banking erganizations may participate in devel-

*S 1527 RS
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C) the extent to which the foreigh coun-
other pelicies applicable to United States bank-
g organizations eperating orF seeking to eper-
ate in the foreign country that are—

*S 1527 RS
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“{iv) restrictions on the eperation and
establishment of branches in that country:

“O) restrictions en aecess to auto-
mated teller machine networks in that
country-

mines that the denial of national treatment to

United States banking organizations by a foreign

country has a significant adverse effect on such or-
resentative; the Secretary of State; and any
other department or agency that the Secretary
ally; i consultation with any department or
ageney that the Seeretary deems appropriate;
review each such determination to determine
whether it should be rescinded:; and

*S 1527 RS
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of the publication of that determination.

22) ExcEPFoN FOR ECOUNTRIES FHAT ARE
PARTHES TO CERTAIN AGREEMENTS GOVERNING Fi-
NANCIAL SERvicEs.—Paragraph (1) shall not apply
to a foreign country to the extent that a determina-
tion uhder that paragraph with respeet to the for-
eign country would permit action to be taken under
this section that would be inconsistent with a bilat-
eral or multHateral agreement that geverns firanetal
country and the Senate and the House of Represent-
atives approved, before the date of enactment of this
section.

H a determination under subsection (d)(1) is in ef-

fect with respect to a forelgh country and a publica-

tion of that determination has been made in accord-

ance with subsection (d}(1)(A), in evaluating an

appheation or netice filed by a persen of that fereigh
the eonclusions of—

*S 1527 RS
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.
3602 of the Omnibus Trade and Competi-
tiveness Aet of 1988 (and updates there-
to); and

“(i) the reports submitted in accord-
and
Y may; only with the concurrence of the

Secretary, deny the application or disapprove

the notice; based on the determination under

subsection (d)(1).

“(2) PREVENTING EXISTING ENTITIES FROM

BEING USED 70 EVYABE HHS SECHON——

“AY Iy eeEnERAE—H 2 determination has
been published in accordance with subsection
((D)(A) with respect to a foreign country, a
or other affiliated entity that is a person of that
country shall net; witheut prior approval of the
sultation with the State bank supervisor; di-
rectly or indirecthy, in the United States—

*S 1527 RS
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“) commence any Hne of business
which the person was not engaged as of
in the Federal Register: or
business as of that date:

shal not apply with respeet to companies de-

scribed 1 section 2(h)(2) of the Bank Holding

Company Act of 1956.

(1) In coENERAL.—Subsection (&) does not
apply to the subsidiaries in the United States of a
person of a foreigh country H the Secretary deter-
mines that the banking laws and regulations of the
foreign country, as actually applied, meet or ex-
ceed—

“(A) the standards for treatment of sub-

in any amendment to the Second Banking Di-

amendment—

*S 1527 RS
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activity, or authoerity to expand any oper-
ation or activity; permitted under these
standards; of any subsidiary in the foreign
country of any such bank or bank holding
company; or
treatment of subsidiaries of such banking
erganizations; er
“(B) any set of standards that, taken as a
whele; is ne less faverable to United States

ferred to in subparagraph (A)-

“(2) STANDARDS FOR EXERCISE OF DISCRE-
respect to a bank; foreign bank; branch: ageney;
commercial lending company; or ether affiiated en-
tity that is a person of a foreign country and is op-
erating in the United States—

LAY the extent to which the foreign coun-
treatment to United States banking erganiza-

*S 1527 RS
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10
United States banking organizations to expand
not accord national treatment to the banking
erganizations of that country-
“(1) In cENnERAL.—The Secretary—
forelgh ecountry with respeet to which a deter
mination made under subsection (d)}(1) is in
effect; and
to United States banking organizations te en-
sure that the foreigh country aceords national
treatment to such organizations.
quire the Secretary to ntiate negotiations with a
foreign country if the Secretary—
Ny inos that the -

(1) would be so unlikely to result in
progress toward according national treat-
ment to United States banking organiza-
tions as to be a waste of effort; or

*S 1527 RS
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11
ests of the United States; and
“(B) gives written notice of that deter-
mination to the chairperson and the ranking
minority member of the Committee on Banking,
Heusing; and Urban Affairs of the Senate and
of the Committee on Banking, Finance and
Urban Affairs of the House of Representatives.
Secretary shall submit to the Cengress a repert
that—
“(B) if a determination under subsection
(d)(1) is in effect with respect to the foreign
“(C) #f the Secretary has not made or has
rescinded such a determination with respect to
for;
*(D) describes the results of any negotia-

*S 1527 RS
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“(E) diseusses the effectiveness of this see-
tien in achieving the purpose of this section.
guired by paragraph (1) may be submitted as part
of a report or update submitted under section 3602
of the Omnibus Trade and Competitiveness Act of
1988

collowing definitions shall anphe

(1) APPROPRIATE FEDERAL BANKING AGEN-
ey—

“AY h the ease of a nonihsured State
bank or branch; means the Board of Governors
of the Federal Reserve System: and
meaning as in section 3 of the Federal Deposit
Hhstrahee Act:

‘banking organization’ means a bank, including a
branch or subsidiary thereof; or a bank holding com-
pany-

try accords ‘national treatment’ to United States

*S 1527 RS
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. ities (including effoctive market
aceess) as are avaHable to its demestic banking erga-
“(4) PERSON OF A FOREIGN COUNTRY.—The
term ‘person of a foreign country’ means—

“(A) a person organized under the laws of
~(B) a persen that has Hs principal place

of business in the foreign country;

(€)Y an individual who 1s—
“fy a citizen of the foreign country,

graph (A) er {(B); or by an individual deseribed
tn subparagraph (C)-
el Directive of December 15; 1989; on the Coordi-
Provisions Relating to the Taking Up and Pursuit of
the Business of Credit Institutions and Awmending

*S 1527 RS
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the Secretary of the Treasury.”.

SEC. 3. EFFECTUATING THE PRINCIPLE OF NATIONAL
TREATMENT FOR SECURITIES ORGANIZA-
TFIONS:

&) Purrose—The purpese of this section is to en-
courage foreigh countries to accord national treatment to
United States securities organizations that operate or seek
to operate ih these countries:

b} IbENTHHUNG CouNTRIES THAT DENY NATIONALE
TFREATMENT Fo UNITED STATES SECURIHES ORGANIZA-
Fions—TFhe Secretary shall identify whether and to what
extent foreign countries deny national treatment to United

1) according to the mest recent report under
section 3602 of the Omnibus Trade and Competi-
tiveness Act of 1988 (or update thereof); or

&) based upon mere recent information that
the Secretary deems appropriate.

{c) BEFERMINING WHETHER DENtAL oF Natronat
FREATMENT HAS SteMFeANT ABVERSE EFFEcT—The
Secretary shall determine whether the denial of national
treatment to United States securities organizations by a
foreigh country identified under subsection (b} has a sig-
nificant adverse effect on such organizations.

*S 1527 RS
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{d) DEFERMINATION—

(1) Pustication—H the Secretary determines
that the denial of national treatment to United
States securities organizations by a foreign country
has a significant adverse effect on such eorganiza-
tions, the Secretary—

resentative; the Secretary of State; and any

other department or agency that the Secretary

(B) shall; net less frequently than annu-
ally; i consultation with any department or
ageney that the Seeretary deems appropriate;
review each such determination to determine
whether it should be reseinded-

&) ExcEPFHON FOR COUNTRIES FHAT ARE
PARTIES TO CERTAIN AGREEMENTS GOVERNING Fi-
NANCHAE SERvicES—Paragraph (b shall net apply
to a foreign country to the extent that a determina-
tion under that paragraph with respect to the for-
eign country would permit action to be taken under
this section that would be inconsistent with a bilat-

*S 1527 RS
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eral or multHateral agreement that geverns firaneial
country and the Senate and the House of Represent-
atives approved, before the date of enactment of this
section.
{e) SANCTFIONS—

) RECOMMENBATION BY FHE SECREFARY-—
H a determination under subsection (d)(1) is in ef-
fect with respect to a foreign country, the Seeretary
Trade Representative, the Secretary of State, and
ahy other department or ageney that the Seeretary
deerms appropriate; and subject to the speeific diree-
tion of the President (if any), recommend to the
tion or notice filed by a person of that foreigh coun-
try-

&) AcHon BY commission—H a determina-
tion under subsection (d)}{(1) 1s in effect with respect
to a foreign country and a publication of that deter-
section (DAY, r evaluating any apphication of
notice filed by a person of that foreign country con-
cerning which the Commission has reeeived a ree-

*S 1527 RS
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emmendation from the Seeretary under paragraph

{A) shall consider—

) the receommendation of the See-
retary; and

sions of the reports and updates under sec-

tion 3602 of the Omnibus Trade and Com-

petitiveness Act of 1988 and the reports
submitted i aceordance with subseetion

(o

{B) shall consult with the Secretary con-
cerning the determinations and conclusions re-
ferred to in subparagraph (A)i); and

{C) may deny the application or disapprove
that the denial or disapproval would be incon-
tton of tnvestors.

(3) NOTICE REQUIRED TO ACQUIRE REG-
1STERED SECURITHES ORGANZATION—

(A) In eeEnERAL.—H & determination
under subsection (d)(1) is in effect with respect
to a foreigh country; no persen of that foreign
country; acting directly of indirectly; may ae-

*S 1527 RS
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18
quire control of any registered securities organi-
zatien; unless—
tice not less than 90 days in advance of
the acquisition, in such form as the Com-
mission shal preseribe by rule and contain-
ing such mformation as the Commission
ay require by rule or erder; and
approved the netiee under paragraph
XS
{B) NowFvNe SEcREFARY-—TFhe Com-
mission shall promptly notify the Secretary of
{©) EBExrENDBING 90-BDAY PERIOD—The

Commission may; by erder; extend for an addi-

Commission may disapprove a notice reeceived

thder subparagraph (A):

4) SFANDARDS FOR EXERCISE OF BISERE-
sider, with respect to a securities organization that
s a person of a foreign country and is oeperating
the United States—

*S 1527 RS
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{A) the extent to which the foreign country
and

(B} whether the foreign country permits
United States seecurities organizations to ex-
that country determined that the United States
did not accord national treatment to securities
organizations of that country.

{f) NEGOoTIATIONS —

&) v eENERAL—The Secretary—

eigh country with respect to which a determina-
tion under subsection {d)}1) is in effect; and
eign country which denies national treatment to
United States seeurities organizations to ensure
that the foreign country aceords national treat
ment to such organizations.

&) Excerrons—Paragraph (1) dees net re-

guire the Seeretary to initiate negetiations with a
foreigh country if the Secretary—

*S 1527 RS
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(1) would be so unhkely to result in
progress toward according national treat-
ment to United States securities organiza-
tions as to be a waste of effort; or
ests of the United States; and
(B) gives written notice of that determina-
tion to the chairperson and the ranking minor-
ity member of the Committee on Banking;

Housing, and Urban Affairs of the Senate and

of the Committee of Energy and Commerce of

the House of Representatives:
{g) ReEPORT —

(1) ConTENnTs oF rREPORT—Not later than
Secretary shall submit to the Cengress a repert
that—

(B) if a determination under subsection

L) is in effect with respect to the foreign

{C) if the Secretary has not made, or has
inded. a d ination under subsecti

*S 1527 RS
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DD with respeet to the foreigh country, pre-
{B) deseribes the results of any negotia-
{E) diseusses the effectiveness of this see-
(2) SUBMISSION OF REPORT.—The report re-
quired by paragraph (1) may be submitted as part
of a report or update submitted under section 3602
of the Omnibus Trade and Competitiveness Act of

1988
(h) DermviTions.—For purposes of this section, the

14 following definitions shall apply:

15
16
17
18
19
20
21
22
23
24
25

meaning as in section 3(a)(4) of the Securities Ex-
change Act of 1934.
meaning as in section 3(a)(5) of the Securities Ex-
change Act of 1934.
ment adviser” has the same meahing as i section
202(a)(11) of the Investment Advisers Act of 1940.

*S 1527 RS
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{5) NatioNAL FREATMENT—A foreigh country
accords “national treatment™ to United States secu-
cess) as are avatlable to its domestic securities orga-
(6) PERSON OF A FOREIGN COUNTRY.—The
term “person of a foreign country” means—
A) a persen organized under the laws of
(B) a persen that has Hs principal place of
business i the forelgh country:
(C) an individual who 1s—
(1) a citizen of the foreign country; or
and
{D) a person that is directly or indirectly
controlled by a person deseribed in subpara-
graph {A) or {B); or by an individual deseribed
" subparagraph (C)-
the Secretary of the Treasury.
(8) SECURITIES ORGANIZATION.—The term
“securities organization” means a broker; a dealer;
oF an Hvestment adviser-

*S 1527 RS
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Secretary; or any other department oF ageney under any
other provision of Federal law.
SEC. 4. FINANCIAL INTERDERPENDENCE STUDY-

Subtitle G of title HH of the Omnibus Trade and
amended by adding at the end the following new section:

“a) IvwveEsteAaTion REQUHRED—The Seeretary; h
any other appropriate Federal department or ageney des-
ignated by the Secretary, shall conduct an investigation
to determine—

“(1) the extent of the interdependence of the fi-
nancial services sectors of the United States and for-
eigh countries—

or

ership interests in United States financial serv-

*S 1527 RS
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seguences of that interdependence for the United
States:
years after the date of enactment of this section; the
Secretary shall submit a report on the results of the
investigation under subsection (a) to the President,
appropriate Federal agency or department; as des-
ignated by the Seeretary:
quired under paragraph (L) shall—
the seope of finaneial services activities eon-
ducted by United States financial services insti-
tutiens 1 foreign markets {differentiated ae-
cording to major foreign markets);
the scope of financial services activities con-
in the United States (differentiated according
to the mest significant home countries oF
groups of home countries);

*S 1527 RS
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*(C) estimate the number of jobs created
in the United States by financial services activi-
ties conducted by foreign financial services in-
stitutions and the number of jobs created in
conducted by United States financial serviees
nues {both foreign and domestic) that weuld be
created by the activities of United States finan-
tive market access) as are available to the do-

“(E) describe the extent to which foreign
employment; the provision of credit o other fi-
nancial services; or otherwise:

“(F) describe the extent to which foreign
from foreign countries purchase or otherwise fa-
cihitate the marketing from the United States of

*S 1527 RS
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26
government ahd private debt instruments and

“{G) describe how the interdependence of
the financial services sectors of the United
States and foreign countries affects the auteon-
omy and effectiveness of United States mone-

“fH) deseribe the extent to which United
States companies rely on finahcing by oF
and the consequences of such reliance (includ-
ing disclosure of proprietary information) for
eurity of the United States:

“€h) deseribe the extent to which foreign fi-
technology products such as computers and
States manufacturers; and
relating to the results of the investigation re-
qutred by subsection (a):

“fe) Bermvirtons—For purpeses of this section the

25 following definitions shall apphy:

*S 1527 RS
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(1) DEPOSITORY INSTITUTION AND DEPOSI-
FORY HNSTHTFUFON HOLDING comPANY-—The terms
‘donesi inctitution’ and ‘denosi T
holding company” have the same meanings as in seec-

tion 3 of the Federal Deposit Insurance Act.
‘Federal banking agencies’ has the same meaning as
in section 3 of the Federal Deposit Isurance Act.
“(A) a broker; dealer; underwriter; clearing
ageney; transter agent; or fermation proecessor
with respect to seeurities; including goverament
“B) an investment company; iavestment
of any depository institution, insurance com-
pany; oF ether erganization eperating as a fidu-

SerHEES:

*S 1527 RS
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the Secretary of the Treasury.”.

&) REPORTS oN FoREISN TREATMENT oF UNITED
STAFES FHNANCHAE INSTHFUTONS—Section 3602 of the
Omnibus Trade and Coempetitiveness Aect of 1988 (22

(1) in the first sentence, by inserting “with up-
dates en significant developments every 2 years fol-

Secretary of the Treasury”; and

(2) by adding at the end the folowing: “For
purpeses of this section; a forelgh country denies ra-
tional treatment to United States entities unless the
cess) as are available to the domestic entities of the

{b) NecoTiaTions To PRoMOTE Fatr TrRADE N FI-
NANCIAL SERviceEs.—Section 3603(a){(1) of the Omnibus
Frade and Competitiveness Aet of 1988 (22 U.SC
24 {e) PrivARY DEALERS t GOovERNMENT DEBF hN-
25 sTRUMENTS—Section 3502(bH1L) of the Omnibus Frade
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and Competitiveness Act of 1988 (22 U.S.C. 5342(b)}(1))
is amended—
(2) by striking “as such country accords to”
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(@) SHORT TITLE—This Act may be cited as the
“Fair Trade in Financial Services Act of 1994
(b) TaBLE oF CONTENTS.—The table of contents for

this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Effectuating the principle of national treatment for banking organiza-
tions.

Sec. 3. Effectuating the principle of national treatment for securities organiza-
tions.

Sec. 4. Financial interdependence study.

Sec. 5. Conforming amendments.

SEC. 2. EFFECTUATING THE PRINCIPLE OF NATIONAL
TREATMENT FOR BANKING ORGANIZATIONS.
The International Banking Act of 1978 (12 U.S.C.
3101 et seq.) is amended by adding at the end the following
new section:
“SEC. 18. NATIONAL TREATMENT.
“(a) PURPOSE.—The purpose of this section is to en-
courage foreign countries to accord national treatment to
United States banking organizations that operate or seek

to operate in those countries.

*S 1527 RS
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“(b) IDENTIFYING COUNTRIES THAT DENY NATIONAL
TREATMENT TO UNITED STATES BANKS OR BANK HOLD-
ING CoMPANIES.—The Secretary shall identify the extent

to which foreign countries deny national treatment to Unit-

1

2

3

4

5 ed States banking organizations—
6 “(1) according to the most recent report under
7 section 3602 of the Omnibus Trade and Competitive-
8 ness Act of 1988 (or update thereof); or

9 “(2) based on more recent information that the
10 Secretary deems appropriate.
11 “(c) DETERMINING WHETHER DENIAL OF NATIONAL

12 TrReEATMENT HAS SIGNIFICANT ADVERSE EFFECT.—

13 “(1) IN GENERAL.—The Secretary shall deter-
14 mine whether the denial of national treatment to
15 United States banking organizations by a foreign
16 country identified under subsection (b) has a signifi-
17 cant adverse effect on such organizations.

18 “(2) FACTORS TO BE CONSIDERED.—In deter-
19 mining whether and to what extent a foreign country
20 denies national treatment to United States banking
21 organizations, and in determining the effect of any
22 such denial on such banking organizations, the Sec-
23 retary shall consider appropriate factors, including—
24 “(A) the size of the foreign country’s mar-
25 kets for the financial services involved, and the

*S 1527 RS



© 00O N O 0o B~ W N PP

N NN NN R P R R R R R R R e
E W N B O © 0 N O U0 A W N R O

31

extent to which United States banking organiza-
tions operate or seek to operate in those markets;

“(B) the extent to which United States
banking organizations may participate in devel-
oping regulations, guidelines, or other policies
regarding new products, services, and markets in
the foreign country;

“(C) the extent to which the foreign country
Issues written regulations, guidelines, or other
policies applicable to United States banking or-
ganizations operating or seeking to operate in
the foreign country that are—

“(i) prescribed after adequate notice
and opportunity for comment;

“(i1) readily available to the public;
and

“(i11) prescribed in accordance with
objective standards that effectively prevent
arbitrary and capricious determinations;

“(D) the extent to which United States
banking organizations may offer foreign ex-
change services in the foreign country; and

“(E) the effects of the regulatory policies of

the foreign country on—
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“(i) the lending policies of the central
bank of that country;

“(i1) capital requirements applicable
In that country;

“(i11) the regulation of deposit interest
rates by that country;

“(iv) restrictions on the operation and
establishment of branches in that country;
and

“(v) restrictions on access to automated
teller machine networks in that country.

“(d) PUBLICATION OF DETERMINATION.—

“(1) IN GENERAL.—If the Secretary determines
under subsection (c) that the denial of national treat-
ment to United States banking organizations by a
foreign country has a significant adverse effect on
such organizations, the Secretary—

“(A) may, after initiating negotiations in
accordance with subsection (g), and after con-
sultation in accordance with subsection (i), pub-
lish that determination in the Federal Register;

“(B) shall, not less frequently than annu-
ally, in consultation with any department or

agency that the Secretary deems appropriate, re-
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view each such determination to determine
whether it should be rescinded; and

“(C) shall inform State bank supervisors of
the publication of that determination.

“(2) EXCEPTION FOR COUNTRIES THAT ARE PAR-
TIES TO CERTAIN AGREEMENTS GOVERNING FINAN-
CIAL SERVICES.—Paragraph (1) shall not apply to a
foreign country to the extent that a determination
under that paragraph with respect to the foreign
country would permit action to be taken under this
section that would be inconsistent with a bilateral or
multilateral agreement that governs financial services
that—

“(A) the President entered into with that
country; and
“(B) the Senate and the House of Rep-
resentatives approved;
before the date of enactment of this section.
“(e) SANCTIONS.—
“(1) ACTION BY SECRETARY OF TREASURY.—
“(A) IN GENERAL.—The Secretary may,
after consultation in accordance with subsection
(1), recommend to the appropriate Federal bank-
Ing agency that such agency deny a request for

authorization filed after the date of publication
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of a determination under subsection (d)(1) by a
person of a foreign country listed in such publi-
cation if the Secretary determines that—

“(1) such action would assist the Unit-
ed States in negotiations to eliminate dis-
crimination against United States banking
organizations;

“(i1) negotiations undertaken pursuant
to subsection (g) are not likely to result in
an agreement that eliminates the denial of
national treatment; or

“(i1i) the country has not adequately
adhered to an agreement reached as a result
of negotiations undertaken pursuant to sub-
section (g).

“(B) EXERCISE OF AUTHORITY.—The au-
thority of subparagraph (A) shall be exercised
according to the specific direction (if any) of the
President.

“(C) COMPLIANCE EXCEPTIONS.—The ap-
propriate Federal banking agency shall comply
with the recommendation of the Secretary made
under subparagraph (A), unless the agency deter-

mines, in writing, and transmits such deter-
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mination to the Secretary and to the Congress,
that such recommendation—
“(i) would likely result in a serious
Impairment to the safe and sound operation
of the United States banking system; or
“(i1) would compromise the ability of a
Federal banking agency to resolve a failing
or failed financial institution because a for-
eign banking institution otherwise barred
by an action under subparagraph (A) rep-
resents the only bona fide reasonable offer
available to the Federal banking agency.
“(2) APPLICATION TO EXISTING ENTITIES.—

“(A) IN GENERAL.—If a determination has
been published in accordance with subsection
(d)(1) with respect to a foreign country, a bank,
foreign bank described in section 8(a), branch,
agency, commercial lending company, or other
affiliated entity that is a person of that country
shall not, without prior approval of the appro-
priate Federal banking agency, after consulta-
tion with the State bank supervisor, where ap-
propriate, directly or indirectly, in the United
States—
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“(i) commence any line of business in
which the person was not engaged as of the
date the determination was published in the
Federal Register; or

“(i1) conduct business from any loca-
tion at which the person did not conduct
business as of that date.

“(B) ExcepTioN.—Subparagraph (A) shall
not apply with respect to companies described in
section 2(h)(2) of the Bank Holding Company
Act of 1956.

“(f) EXEMPTIONS FROM SANCTIONS.—

“(1) IN GENERAL.—Subsection (e) does not
apply to the subsidiaries in the United States of a
person of a foreign country if the Secretary deter-
mines that the banking laws and regulations of the
foreign country, as actually applied, meet or exceed—

“(A) the standards for treatment of subsidi-
aries of United States banking organizations
contained in the Second Banking Directive, and
In any amendment to the Second Banking Direc-
tive, if the Secretary determines that such
amendment—

“(i) does not restrict any operation,

activity, or authority to expand any oper-
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ation or activity, permitted under those
standards, of any subsidiary in the foreign
country of any such bank or bank holding
company; or
“(i1) is in accordance with national
treatment of subsidiaries of such banking
organizations; or
“(B) any set of standards that, taken as a
whole, is no less favorable to United States bank-

Ing organizations than the standards referred to

In subparagraph (A).

“(2) STANDARDS FOR EXERCISE OF DISCRE-
TION.—In exercising any discretion under this sub-
section, the Secretary shall consider, with respect to
a bank, foreign bank, branch, agency, commercial
lending company, or other affiliated entity that is a
person of a foreign country and that is operating in
the United States—

“(A) the extent to which the foreign country

IS progressing toward according national treat-

ment to United States banking organizations;

and
“(B) whether the foreign country permits
United States banking organizations to expand

their activities in that country, even if that

*S 1527 RS



© 00O N O 0o B~ W N PP

N NN NN R P R R R R RR R e
E WO N B O © 0 N O U0 M W N B O

38
country determined that the United States did

not accord national treatment to the banking or-

ganizations of that country.
“(9) NEGOTIATIONS.—

“(1) IN GENERAL.—The Secretary—

“(A) shall initiate negotiations with any
foreign country with respect to which a deter-
mination made under subsection (c)(1) iIs iIn
effect; and

“(B) may initiate negotiations with any
foreign country which denies national treatment
to United States banking organizations to ensure
that the foreign country accords national treat-
ment to such organizations.

“(2) ExcepTions.—Paragraph (1) does not re-
quire the Secretary to initiate negotiations with a for-
eign country if the Secretary—

“(A) determines that the negotiations—

“(i) would be so unlikely to result in
progress toward according national treat-
ment to United States banking organiza-
tions as to be a waste of effort; or

“(i1) would impair the economic inter-

ests of the United States; and
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“(B) gives written notice of that determina-
tion to the chairperson and the ranking minority
member of the Committee on Banking, Housing,
and Urban Affairs of the Senate and of the Com-
mittee on Banking, Finance and Urban Affairs
of the House of Representatives.

“(h) REPORT.—

“(1) ConTENTS OF REPORT.—Not later than De-
cember 1, 1994, and biennially thereafter, the Sec-
retary shall submit to the Congress a report that—

“(A) specifies the foreign countries identi-
fied under subsection (b);

“(B) if a determination is published under
subsection (d)(1) with respect to the foreign
country, provides the reasons therefor;

“(C) if the Secretary has not made or has
rescinded such a determination with respect to
the foreign country, provides the reasons therefor;

“(D) describes the results of any negotia-
tions conducted under subsection (g)(1) with the
foreign country; and

“(E) discusses the effectiveness of this sec-
tion in achieving the purpose of this section.

“(2) SUBMISSION OF REPORT.—The report re-

quired by paragraph (1) may be submitted as part of
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a report or update submitted under section 3602 of

the Omnibus Trade and Competitiveness Act of 1988.

“(i) CoNSULTATION.—Consultation in accordance
with this subsection means consultation with the Secretary
of State, the Secretary of Commerce, the United States
Trade Representative, and the appropriate Federal banking
agency.

“(j) DErFINITIONS.—For purposes of this section, the
following definitions shall apply:

“(1) APPROPRIATE FEDERAL BANKING AGEN-
cy.—The term ‘appropriate Federal banking agen-
cy'—

“(A) in the case of a noninsured State bank
or branch and a representative office of a foreign
bank, means the Board of Governors of the Fed-
eral Reserve System; and

“(B) in any other case, has the same mean-
Ing as in section 3 of the Federal Deposit Insur-
ance Act.

“(2) BANKING ORGANIZATION.—The term ‘bank-
Ing organization’ means—

“(A) a depository institution, as defined in
section 3 of the Federal Deposit Insurance Act,

including a branch or subsidiary thereof;
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“(B) a bank holding company, as defined in
section 2 of the Bank Holding Company Act of
1956;

“(C) any company required to file informa-
tion pursuant to section 4(f)(6) of the Bank
Holding Company Act of 1956; and

“(D) a savings and loan holding company,
as defined in section 10(a)(1)(D) of the Home
Owners’ Loan Act.

“(3) NATIONAL TREATMENT.—A foreign country
accords ‘national treatment’ to United States banking
organizations if it offers them the same competitive
opportunities (including effective market access) as
are available to its domestic banking organizations.

“(4) PERSON OF A FOREIGN COUNTRY.—The
term ‘person of a foreign country’ means—

“(A) a person organized under the laws of
the foreign country;

“(B) a person that has its principal place
of business in the foreign country;

“(C) an individual who is—

“(i) a citizen of the foreign country, or
“(i1) domiciled in the foreign country;

and
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“(D) a person that is directly or indirectly

controlled by a person or persons described in

subparagraph (A) or (B), or by an individual or

individuals described in subparagraph (C).

“(5) REQUEST FOR AUTHORIZATION.—The term
‘request for authorization’'—

“(A) means an application, registration,
notice, or other request to commence a financial
service or establish a financial services office that
IS required under title LXII of the Revised Stat-
utes, the International Banking Act of 1978, the
Federal Reserve Act, the Home Owners’ Loan
Act, or the Bank Holding Company Act of 1956;
and

“(B) does not include any such request by
a company described in section 2(h)(2) of the
Bank Holding Company Act of 1956.

“(6) SECOND BANKING DIRECTIVE.—The term
‘Second Banking Directive’ means the Second Council
Directive of December 15, 1989, on the Coordination
of Laws, Regulations, and Administrative Provisions
Relating to the Taking Up and Pursuit of the Busi-
ness of Credit Institutions and Amending Directive

77/780/EEC (89/646/EEC).
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“(7) SECRETARY.—The term ‘Secretary’ means
the Secretary of the Treasury.”.
SEC. 3. EFFECTUATING THE PRINCIPLE OF NATIONAL
TREATMENT FOR SECURITIES ORGANIZA-
TIONS.

(@) PurPose.—The purpose of this section is to en-
courage foreign countries to accord national treatment to
United States securities organizations that operate or seek
to operate in those countries.

(b) IDENTIFYING COUNTRIES THAT DENY NATIONAL
TREATMENT TO UNITED STATES SECURITIES ORGANIZA-
TIONS.—The Secretary shall identify whether and to what
extent foreign countries deny national treatment to United
States securities organizations—

(1) according to the most recent report under sec-
tion 3602 of the Omnibus Trade and Competitiveness

Act of 1988 (or update thereof); or

(2) based upon more recent information that the

Secretary deems appropriate.

(c) DETERMINING WHETHER DENIAL OF NATIONAL
TREATMENT HAS SIGNIFICANT ADVERSE EFFECT.—The
Secretary shall determine whether the denial of national
treatment to United States securities organizations by a
foreign country identified under subsection (b) has a sig-

nificant adverse effect on such organizations.
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(d) PUBLICATION OF DETERMINATION.—

(1) IN GENERAL.—If the Secretary determines
under subsection (c) that the denial of national treat-
ment to United States securities organizations by a
foreign country has a significant adverse effect on
such organizations, the Secretary—

(A) may, after initiating negotiations in
accordance with subsection (g), and after con-
sultation in accordance with subsection (h), pub-
lish that determination in the Federal Register;
and

(B) shall, not less frequently than annually,
In consultation with any department or agency
that the Secretary deems appropriate, review
each such determination to determine whether it
should be rescinded.

(2) EXCEPTION FOR COUNTRIES THAT ARE PAR-
TIES TO CERTAIN AGREEMENTS GOVERNING FINAN-
CIAL SERVICES.—Paragraph (1) shall not apply to a
foreign country to the extent that a determination
under that paragraph with respect to the foreign
country would permit action to be taken under this
section that would be inconsistent with a bilateral or
multilateral agreement that governs financial services

that the President entered into with that country and
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the Senate and the House of Representatives approved
before the date of enactment of this section.
(e) SANCTIONS.—

(1) ACTION BY SECRETARY OF TREASURY.—

(A) IN GENERAL.—The Secretary may, after
consultation in accordance with subsection (h),
recommend to the Commission that the Commis-
sion deny a request for authorization filed after
the date of publication of a determination under
subsection (d)(1) by a person of a foreign coun-
try listed in such publication if the Secretary de-
termines that—

(1) such action would assist the United
States in negotiations to eliminate dis-
crimination against United States securi-
ties organizations;

(i1) negotiations undertaken pursuant
to subsection (f) are not likely to result in
an agreement that eliminates the denial of
national treatment; or

(1i1) the country has not adequately
adhered to an agreement reached as a result
of negotiations undertaken pursuant to sub-

section (f).
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(B) EXERCISE OF AUTHORITY.—The au-
thority of subparagraph (A) shall be exercised
according to the specific direction (if any) of the
President.

(C) COMPLIANCE EXCEPTIONS.—The Com-
mission shall comply with the recommendation
of the Secretary under subparagraph (A), unless
the Commission determines, in writing, and
transmits such determination to the Secretary
and to the Congress, that such recommendation
would likely result in a serious adverse impact
on—

(1) the maintenance of fair and orderly
securities markets; or
(i) the protection of investors.

(2) NOTICE REQUIRED TO ACQUIRE REGISTERED

SECURITIES ORGANIZATION.—

(A) IN GENERAL.—If a determination is
published under subsection (d)(1) with respect to
a foreign country, no person of that foreign
country, acting directly or indirectly, may ac-
quire control of any registered securities organi-
zation, unless the Commission has been given no-
tice not less than 90 days in advance of the ac-

quisition, in such form as the Commission shall

*S 1527 RS



© 00O N O 0o B~ W N PP

N NN NN R P R R R R RR R e
5E W N B O © 0 N O U0 A W N R O

47

prescribe by rule and containing such informa-

tion as the Commission may require by rule or

order.

(B) NOTIFYING SECRETARY.—The Commis-
sion shall promptly notify the Secretary of any
notice received under subparagraph (A).

(C) EXTENDING 90-DAY PERIOD.—The Com-
mission may, by order, extend for an additional
180 days the period during which the Commis-
sion may disapprove a notice received under sub-
paragraph (A).

(3) STANDARDS FOR EXERCISE OF DISCRE-
TION.—In exercising any discretion under this sub-
section, the Secretary shall consider, with respect to
a securities organization that is a person of a foreign
country and that is operating in the United States—

(A) the extent to which the foreign country
Is progressing toward according national treat-
ment to United States securities organizations;
and

(B) whether the foreign country permits
United States securities organizations to expand
their activities in that country, even if that

country determined that the United States did
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not accord national treatment to securities orga-

nizations of that country.
(f) NEGOTIATIONS.—

(1) IN GENERAL.—The Secretary—

(A) shall initiate negotiations with any for-
eign country with respect to which a determina-
tion under subsection (c)(1) is in effect; and

(B) may initiate negotiations with any for-
eign country which denies national treatment to
United States securities organizations to ensure
that the foreign country accords national treat-
ment to such organizations.

(2) ExcepTtions.—Paragraph (1) does not re-
quire the Secretary to initiate negotiations with a for-
eign country if the Secretary—

(A) determines that the negotiations—

(1) would be so unlikely to result in
progress toward according national treat-
ment to United States securities organiza-
tions as to be a waste of effort; or

(i1) would impair the economic inter-
ests of the United States; and
(B) gives written notice of that determina-

tion to the chairperson and the ranking minority

member of the Committee on Banking, Housing,
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and Urban Affairs of the Senate and of the Com-

mittee on Energy and Commerce of the House of
Representatives.
(9) REPORT.—

(1) ConTENTS OF REPORT.—Not later than De-
cember 1, 1994, and biennially thereafter, the Sec-
retary shall submit to the Congress a report that—

(A) specifies the foreign countries identified
under subsection (b);

(B) if a determination is published under
subsection (d)(1) with respect to the foreign
country, provides the reasons therefor;

(C) if the Secretary has not made, or has
rescinded, a determination under subsection
(d)(1) with respect to the foreign country, pro-
vides the reasons therefor;

(D) describes the results of any negotiations
conducted under subsection (f)(1) with the for-
eign country; and

(E) discusses the effectiveness of this section
In achieving the purpose of this section.

(2) SuBMISSION OF REPORT.—The report re-
quired by paragraph (1) may be submitted as part of
a report or update submitted under section 3602 of

the Omnibus Trade and Competitiveness Act of 1988.
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(h) ConsuLTATION.—Consultation in accordance with
this subsection means consultation with the Secretary of
State, the Secretary of Commerce, the United States Trade
Representative, and the Commission.

(1) DEFINITIONS.—FO0r purposes of this section, the fol-

lowing definitions shall apply:

(1) BROKER.—The term “broker” has the same
meaning as in section 3(a)(4) of the Securities Ex-
change Act of 1934.

(2) DEALER.—The term ‘“dealer” has the same
meaning as in section 3(a)(5) of the Securities Ex-
change Act of 1934.

(3) CommissioN.—The term “Commission”
means the Securities and Exchange Commission.

(4) INVESTMENT ADVISER.—The term *“‘invest-
ment adviser” has the same meaning as in section
202(a)(11) of the Investment Advisers Act of 1940.

(5) NATIONAL TREATMENT.—A foreign country
accords “national treatment” to United States securi-
ties organizations if it offers them the same competi-
tive opportunities (including effective market access)
as are available to its domestic securities organiza-
tions.

(6) PERSON OF A FOREIGN COUNTRY.—The term

“person of a foreign country’” means—
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(A) a person organized under the laws of
the foreign country;
(B) a person that has its principal place of
business in the foreign country;
(C) an individual who is—
(1) a citizen of the foreign country; or
(i1) domiciled in the foreign country;
and
(D) a person that is directly or indirectly
controlled by a person described in subparagraph

(A) or (B), or by an individual described in sub-

paragraph (C).

(7) REQUEST FOR AUTHORIZATION.—The term
“request for authorization” means an application,
registration, notice, or other request to commence a fi-
nancial service or establish a financial services office
that is required under the Investment Company Act
of 1940, the Investment Advisers Act of 1940, or the
Securities Exchange Act of 1934,

(8) SECRETARY.—The term ‘“Secretary” means
the Secretary of the Treasury.

(9) SECURITIES ORGANIZATION.—The term *‘se-
curities organization” means a broker, a dealer, or an

investment adviser.
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SEC. 4. FINANCIAL INTERDEPENDENCE STUDY.

Subtitle G of title 111 of the Omnibus Trade and Com-
petitiveness Act of 1988 (22 U.S.C. 5351 et seq.) is amended
by adding at the end the following new section:

“SEC. 3605. FINANCIAL INTERDEPENDENCE STUDY.

“(a) INVESTIGATION REQUIRED.—The Secretary, in
consultation and coordination with the Securities and Ex-
change Commission, the Federal banking agencies, and any
other appropriate Federal department or agency designated
by the Secretary, shall conduct an investigation to deter-
mine—

“(1) the extent of the interdependence of the fi-
nancial services sectors of the United States and for-
eign countries—

“(A) whose financial services institutions
provide financial services in the United States;
or

“(B) whose persons have substantial owner-
ship interests in United States financial services
Institutions; and
“(2) the economic, strategic, and other con-

sequences of that interdependence for the United

States.

“(b) REPORT.—

“(1) RePORT REQUIRED.—Not later than 3

years after the date of enactment of this section, the
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Secretary shall submit a report on the results of the
investigation under subsection (a) to the President,
the Congress, the Securities and Exchange Commis-
sion, the Federal banking agencies, and any other ap-
propriate Federal agency or department, as des-
ignated by the Secretary.

“(2) CONTENTS OF REPORT.—The report re-
quired under paragraph (1) shall—

“(A) describe the activities and estimate the
scope of financial services activities conducted by
United States financial services institutions in
foreign markets (differentiated according to
major foreign markets);

“(B) describe the activities and estimate the
scope of financial services activities conducted by
foreign financial services institutions in the
United States (differentiated according to the
most significant home countries or groups of
home countries);

“(C) estimate the number of jobs created in
the United States by financial services activities
conducted by foreign financial services institu-
tions and the number of jobs created in foreign

countries by financial service activities con-
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ducted by United States financial services insti-
tutions;

“(D) estimate the additional jobs and reve-
nues (both foreign and domestic) that would be
created by the activities of United States finan-
cial services institutions in foreign countries if
those countries offered such institutions the same
competitive opportunities (including effective
market access) as are available to the domestic
financial services institutions of those countries;

“(E) describe the extent to which foreign fi-
nancial  services institutions  discriminate
against United States persons in procurement,
employment, the provision of credit or other fi-
nancial services, or otherwise;

“(F) describe the extent to which foreign fi-
nancial services institutions and other persons
from foreign countries purchase or otherwise fa-
cilitate the marketing from the United States of
government and private debt instruments and
private equity instruments;

“(G) describe how the interdependence of the
financial services sectors of the United States
and foreign countries affects the autonomy and

effectiveness of United States monetary policy;

*S 1527 RS



© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N OO 00 »h W N B O

55
“(H) describe the extent to which United

States companies rely on financing by or
through foreign financial services institutions
and the consequences of such reliance (including
disclosure of proprietary information) for the in-
dustrial competitiveness and national security of
the United States;

“(1) describe the extent to which foreign fi-
nancial services institutions, in purchasing high
technology products such as computers and tele-
communications equipment, favor manufacturers
from their home countries over United States
manufacturers; and

“(J) contain other appropriate information
relating to the results of the investigation re-
quired by subsection (a).

“(c) DerFINITIONS.—For purposes of this section the
following definitions shall apply:

“(1) DEPOSITORY INSTITUTION AND DEPOSITORY
INSTITUTION HOLDING COMPANY.—The terms ‘deposi-
tory institution’ and ‘depository institution holding
company’ have the same meanings as in section 3 of

the Federal Deposit Insurance Act.
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“(2) FEDERAL BANKING AGENCIES.—The term
‘Federal banking agencies’ has the same meaning as
in section 3 of the Federal Deposit Insurance Act.

“(3) FINANCIAL SERVICES INSTITUTION.—The
term ‘financial services institution’ means—

“(A) a broker, dealer, underwriter, clearing
agency, transfer agent, or information processor
with respect to securities, including government
and municipal securities;

“(B) an investment company, investment
manager, investment adviser, indenture trustee,
or any depository institution, insurance com-
pany, or other organization operating as a fidu-
clary, trustee, underwriter, or other financial
services provider;

“(C) any depository institution or deposi-
tory institution holding company; and

“(D) any other entity providing financial
services.

“(4) SECRETARY.—The term ‘Secretary’ means
the Secretary of the Treasury.”.

SEC. 5. CONFORMING AMENDMENTS.
(@) REPORTS ON FOREIGN TREATMENT OF UNITED

STATES FINANCIAL INSTITUTIONS.—Section 3602 of the
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1 Omnibus Trade and Competitiveness Act of 1988 (22
2 U.S.C. 5352) is amended—

3
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(1) in the first sentence, by inserting “with up-
dates on significant developments every 2 years fol-
lowing submission of the 1994 report,” before “the
Secretary of the Treasury”; and

(2) by adding at the end the following: “For pur-
poses of this section, a foreign country denies national
treatment to United States entities unless the foreign
country offers such entities the same competitive op-
portunities (including effective market access) as are

available to the domestic entities of the foreign coun-

try.”.

(b) NeGoTIATIONS TO PROMOTE FAIR TRADE IN FI-

NANCIAL SERVICES.—Section 3603(a)(1) of the Omnibus
Trade and Competitiveness Act of 1988 (22 U.S.C.
5353(a)(1)) is amended by inserting *‘effective” before

“‘access’’.

(¢c) PrRIMARY DEALERS IN GOVERNMENT DEBT IN-

STRUMENTS.—Section 3502(b)(1) of the Omnibus Trade
and Competitiveness Act of 1988 (22 U.S.C. 5342(b)(1)) is

amended—

(1) by striking *“‘does not accord to” and insert-

ing “‘does not offer’”; and
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1 (2) by striking *“‘as such country accords to” and
2 inserting “(including effective market access) as are
3 available to”.

S 1527 RS——2

S 1527 RS——-3

S 1527 RS——4

S 1527 RS——-5

*S 1527 RS



		Superintendent of Documents
	2013-08-09T15:13:00-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




