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The Improvements in Business Conduct Regulations
of the Financial Industries

The implementation of the "Financial Investment Services and Capital
Markets Act" and the revised Insurance Business Law is intended to
improve the regulation system. Another purpose of the implementation
is to strengthen financial comsumer protection. With this trend,
inevitable is reinforcing regulations of business conduct related to the
reinforcement of the consumer protection. Thus, a study on comparing
the differences of the business conduct regulation and the regulatory
arbitrage among the financial industries is as important as strengthening
the consumer protection.

In addition, the enforcement caused by the violation of the business
conduct regulations has some issues on fairness among the financial
industries. When a financial institution violates a certain regulation
applicable to every financial sector, a penalty which it gets varies
depending on which sector it belongs to.

In order to improve the disparity of these business conduct
regulations in the financial industries, we need to clarify the definition
of '"variable insurance", an investment-type insurance product. Second,
when the suitability rule is applied to insurance customers, a
simplification of documentation procedures depending on types of
insurance product is needed. Third, if a customer is not willing to
release it when a insurance company collects some information from
him/her, then an exception for applying the suitability rule may be
considered. Fourth, insurance consumers have to be classified by
insurance characteristics. Lastly, the unfairness of the law-enforcement
from violating a certain business conduct regulation in the financial

industries need to be resolved.
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785 ABIALe F8AdH, AR AlRE, ARiRbe] FAbEZF, a8al B
2R e HIAANERFEZRIC] gl A9)7F vt Al ARl oA
3] ol 8HAY nEE VEARE g5357] fstd AEd] =E€s e
ook & A”E st QUth

HIE21E BEe] A2 #dste] 20000 NAICAA "R
A= HAuje] A, & Adsth RdqrEe] 2ok AWEE dES XY
g Folo 5 AFThe o g HoE AYHY S BE
o] 49 F BRI - AVAQY FA, RPRYPH FH BAE EA),
AR PR HEAQ T o|fE AWRYE HJAVE Wwistd 7] ot

Lt &=

G2 1986 F-HAIH] M (Financial Services Act)S A|AstY HEFOZ

AE7F HEA] FHeTAEES JHAA HAoY, tiREe] fAAHgS

S HAFAS 93] (SIB, Securities and Investment Board)ell ¢]¥3til, SHFA

AL = A&TA 7SRO, Self Regulatory Organization)S Y3t 75S

sk AAAT olAZE A FHA] Alol] “FAY - ASAHEY BRG] Al =

Hs 70 Hindependent - intermediary)?32)©]=7} &gl Q) (company  representative,

tied agent)e] AR s oW @ Hryere g8 AHNe] =Y

Ak

32) HHFMNALE SHa8F/NAHIFA: Independent Financial Advisor)g}il® 3} =i
Me B AFAZeR dste] AAFAAE S87183 2RE e S/ =
Hags/Ate] FAxdd st F84FS ddsta ok

33) ZH3/I e 5HS7IAFE 3(FIMBRA: Financial Intermediaries Managers and Brokers
Regulatory ~ Association), H&dude] ¢ HERYJHAAY S (LAUTRO:  Life
Assurance and Unit Trust Regulatory Association)7} AF&7AI7|1#0 24 =S 31d
AR 20040 HAH AT
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A AFALHL SIBHE FEoM =dE AoH, v=re) SEBE A
e+ —‘:‘rl‘;ri AeHE A °1E‘r. 2 @439 2& Core Rule 16 Suitability©]

lo

S =Y

A= Jlow, A 1 Azt %&@*’F% 8% AF7IEe] A&
t}. SIB Ff M AFPLH A He FHAA AN =YEHA=H, A4F
SRO®| TrHeAME SIB 3% F53 5 oY A& AP,
FIMBRATF% 3 LAUTROTZ M E SIBTF2AlS A8 1740l
o2 H3lth EYHFTMAE R FIMBRATHHAAMEH) 31219 AP
ol= Z(Know your client), oA 717} &t 2A-S A3 (Best advice)
FApol| FRtshes Y@ del tigt 73 (Understanding of risk)7F =H=ATh A
LA S g Z & LAUTROTHAE ]9k fAtstH, o)A
ZAS A F(Best advice)?t #HAdt FApAfo A A gt Alophs FHE A
2 %73} stth3e) FF3arE £ A A dHd A FAuFT=
ZA31A 2gkor}, 199590 EAHA - AZARY oA HFAe) B B
Al 1l5-(Reason why letter)E ©]%-3} stSith

2000 F-§AIHI2=A] A (FSMA, Financial Service Markets Act)3)< #1743}
Atk FSMAStl A Agddzolgte §oj7h F4F o= ARGH AT FSA

4»

<

34) SIB Rule, 5.01: Suitability of Investments and transactions in them, 5.02, 5.03:Best
Advice.

35) FIMBRA Rules(C. Conduct of Business) 4.2: Know your client, 43: Understanding of
risk, 4.4: Best advice.

36) The Rules of LAUTRO(Schedule 2, Conduct of conduct for members), 6-8 "Best
advice to be given".

37) FEAHIEAIERS T JpEoR EAEtE BYPSAbY, 2AUR, FEAHISH

~

FeFAZHY, SAXEH T ] WMES E FHel AEIEE SeH=H
(FSA: Financial Services Authonty)oi g3} A7 BFE8Helth FSMAY] AAE
A E T, Part 12 FSAS] *ﬁlﬂﬂ Part 2~8& AHATHAl T A-ATFA sidst=
8718 A-UA7EL B9 AR, s8990ld, S AEEl tE AAE 2
9t} Part 9~14% FSAS] @O ZA FAXE, AAZX, FFd o8 4 A &
74 AAA FAE s At Part 15~172 AHA S8R, SR=2d § AN
RS # 8S 23 Utk Part 18~2¢X < FHAHL, AL T A&HAA
25l 2 FEHAEI} AL BEAAL T B S “E}i AT} Part 20~23°1 4=
7IERA B RRRS, T4 5 g} FAAE Bl 7li Eaful g %01 a4 5

of #dd 7Iet WEES B Slvh Boh Mg W& FAY007) S

\S
rU (3
Y
}11
ro
i)
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HoMe “Fx g AZARP B 2AE e AF, T 2ol nAdA
Z 3 (suitable)tth= FelAQl GAIE BHA @oW <t @tk #ujzie B,
A 8 ASARPY] o] oM o HAFE F e AF FolA HHA
(most suitable) A& FHEA o™ QF Hrh Eg HAGAE ol A
HAg dFe] Sl Afde FHs stodxe F @ua HaA ook o
g F8FEAIEA Aol Thed SHE8F/HAKIFA) T A5 Aol
HotA ¥ AEelHE 7MY AR AES AR F UEE FA48E BY

FSA® FARZ<(investment advice)= T wjo] AP L2ES HLsla e
g, FSA7} A3 g ol A Are FHoRet AP EAA
(suitability letter)E 1A AFafof ok AP PFTAA= AT I 8l
of Hujzte] A& Faol wet AT 5 e FA 2 ASA B 4
T+ AFAEE B USRS Ao R Y dofsfol @ JHE el Qe
H, ol& AR taide 7IFst== Ho] o 1 Fejl gt 182 8l
oA wefgde aAA P R SutEAC gk FE wolof
st F2 a4 s Al itk

HAAAR ) F9 20059 12€3E FSAY ¥ Y472 (ICOB: Insurance
Conduct of Business)#2)2] 28-S {ta 9tk ICOBoIA HIFAFRFH] 7
ARF el BTE A5 Ak ot A ABF(mos
suitable) o]gl= FAIFHFAF AL A= T2 Aoo|tt. RYPZFIHS

(

rl

38) COB 53.5R.

39) FoAtEe o 2tk i) ade] gk AR, A E<l o2 A7k, i)
AQuAelA AEHog 24 2 AT P, i) ¥7] % S0 7|&sta, AFEEo
o tisiM= Aol e, iv) B8ty WE3 AR FHo= 7R s

40) COB 52.11G.

41) 9=r9] 74 20059 EURAZ/HAIAIZ 2 EUHIOI A A3 S U3l st 2R
3 S SEREE Fsta, 6 o AgelarES stk B A4
3 U8 %Oéﬁ}(zoon—% 2},

42) RYPFGTHL BIUA e BTN RIEARG D Hste] BA ] A4
A T i‘@%—mﬁﬁﬂ«l Ao ARAE BFE) 9J5ke] AAE & FYol J&v&
T o]tk
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& AR RPYALRS 2AT 4 1 APIN 1A Fa9h o
of AYNES FLA 2AS A4 o o Dok oy, RFFAAL
n7e] £A5 8TE AV FHHE BAYRTYo gt 3§ EE AURoE
FAsKe ARANA B A g8 1A £a% 8PE FENY & gt
£ AL TAGA FAATNE Aol TS RE Fa9 2TE FEA7)A
e WANRAGES AAHoE AXY 5 Ak oA T, ANEE F
of mAe o] $3) AAshe AFol E T

=
QL
5
5
o fr
o
:10
M
AN
N
[t

BB taix= H2 2(Best advice) oF-= glvh whebA] &
A o]elo] Z]FEFMAL Tl skl e 2A(Good advice) o] -7t
FoE gtk 1ol RAWNIE sgshe Yol Uigk B FEo] TR
AQ7Y, Aok wlg, Aokl 2= Jde WYMo dmgd Fo A
of #3 23 So] RANRY Ao HgAH Bt Ald] nejsior & Fo
A . ofel] A3 AR,

)
oh
=2,
o
o
R=)
=
(4
e
=
=,
=
o)

M Rista Qla, At E e A9ox AkAE & WA (statement)
£ &3] FF3todof sk AR Hol Utk
<E lI-2> o MEgdE e HEXN 2/ FUHE
YU HEY W dE T2 ue
:LO/\ H é_ _ _ -
1986 ﬂijm} Ul eqany F479) 77 (Best Advice)
1095 FEAHI 2= a4 2ol Bat By
A A ASAHEY (Reason why letter)
FEANE =3 2 e A
2000 AR A PERT 24 9] 23 (most suitable)
A2 s shsbel 233 Y= (Good Advice)
HEX 3R 3 . o =
05| | TTAREE 4 Fsuitable) HF 27

43) ICOB 43.1R(1)
44) ICOB 43.1R(3)
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A2 grba 1) gl
QroNE MEAIRGREY BAT APHANe 482 I YA &

o vk, 129 £09) 27 BE AR FABEY 9P

o Fast a7o] AT AH HPYES ARS

<I; II-3> 2o MetdRE o HEN 2t FRUE
Eqds e E 72 U8
000 | BEAFBAY | BHl EAR FEIE | 9T T WA
2006 T8/dEa EAPFE AU £9)
2006 =2y A SHRIAS ARd94 =4
T SHRPAGE HARY - AF, A FHETIRY - A7, AFNYRY
d7e oy
AR ¢ o)d-F, 2008

A7) A% FEANALES TR Foarh BAAA ool FEAAE 2
St Stk FSAS) AAE AAAES BAS o] e Ade HHY 3 =
BAE v FAIS @kl Aok HAF 2 A A (penalties and censures),

= A(prohibition orders) ¥ %<1 3|(withdrawal of approval), 3171373
9 F A (variation and cancellation of permission), & X% ¥ (injunction), ¥/
3|57 & (restitution and redress), AP tHe 7|4 (prosecution of

criminal offense) &3 22 T¥g AATES Bt Ak
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FSA= FSMACIA Fatsle 2d& <iket Aol disid= e742<l &
(public censure) ¥ =32 A (financial penalty)®] FAAES WE F+ 3
(FSMA section 66, Handbook EG 7, DEPP 6).49) A7|H1E oF-3lstal §)

naAel AZe A B A Al ool U FSA
(DEPP 65)14 287 Awel 4445 we A wdslol & 248 w24
2 sk e, 9 - ¥R T, Y - pgadle no B F
32 HE, 734 ;

9 B T 2

i
[o o rfr & 8

H
ox -
i)
Ee)
o
)
lo
2
o
o
£
°
S

S

of A% AA 2N 5L ;eFe] AAFEL AP Uk FE71Bol )
Qo] SIAIgo Q) FAHA |5 QUL A Fubke] FEA 4
2% 3%, 281 BA FANG B olgo] BAGAL AW Bl 3
£ Ao 314 WS AAF NI4Tt AWALe BT 955D
WG 24 £AG BEel S BAT OAE ¥R ATAE AR
242 1998 4 9ot
<E ll-4> FSAS| &= H&{ & 2004~2008
d= 2004 2005 2006 2007 2008

HE 57 £24,769,000 | £16,905,000 | £13,309,143 | £5,341,500 £22,655,428

A 32 20 28 2 49

A& : FSA, http://www.fsa.gov.uk/Pages/ About/Media/Facts/fines/

2) ¢iRax U BolIH

—

WAt PYske FALTS #AH AREs FPsIl (i and

49) DEPP= 2434 2 X tlg vl (Decision Procedure and Penalty Manual, ©]
3} ‘DEPP')o]™, EG= A3 A% (Enforcement Guide, ©]3FEG))o|t}.
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proper)dtx] 2¥tial HEEE & AR digt 5% #(prohibition
order)S FSAdA F}8 4= QITHFSMA section 56(1),(2)). 2 7—133501]—': A2,
Ad3 B, Feey, AA Aol xFET EF, FSAE SREY A7
g geAsEe vRls A, A9 A AMdoly FSA THAET T
< aleste] MU;X] R Aee 24s, old Wi AFde 7ML
< e £ FyeHA Xt F ok

= sk o 3 vs

TEEREES
WbF $UE e AREA A3 YT 4AL 35 2 528 4

FAE F43AF B she Ajglel 47487, 99en 5 /1B - 7

Ze MgEAY 18 FFedel 9 B9, FSMA Pat VY] S7H8 H59
FAYEE 1209 o1 G9lekA @a Ae B9l Part VY] #1742 WA
At A2T 5 Aok EF 2007 o)o BEEY] A3 PR A3 9

I BAEAY, F2lo] 78] AdS A7 Bl s|7ke] WAl
F &7} 7F& 38tk (FSMA section 45, 47, Handbook EG 8). &]7F3 49 A3}
Zt o @A ANA et S7HH A TA F BATATE EEEHH, 57
27 B8 Al 589 d(Tribunalsh)ol] Aag o+ 3

Brorr £

4) 2xYY

FSAE FSMAOIA R8s 8708 kst &} FolA fukal9le] &
Belo] T Al(remedy)EA] 9] vhd, BARARS] AR o SAE WEE
ATHESMA section 380, 381). FSAE AW HAIA 9 tA|FToZ W "2}

50) & A3 ol P PAUtY HEI)ES FSA WEE(EG 9)9 A& FH2goh

51) FSMA°| Z#3te AdE F89dd SEASR=E FSA«] A7E 5 B AFAAZRA
of Wist BEANS tFr FSAS AAS dAlsle HAS UE & % AE 714
39tk HER A&0 2 HIA B Ve FEREIE FAAEY, diEdde] dWeit
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’&%Z&(asset-freezing)”ﬂ 8, PAE 243 S glom, o] A FSAE 9ukAlal
EE 1 7FsAS 9 871 itk Handbook EG 10).
5) Hos|=HH

AP B Fsj o] FAE AAY F e AT Auleyeid] i
I ES W 2Fsk= AT FSA7E AF FAPEA 98-S @9t
438 AAdle Aoz Urolx QUTHFSMA section 382, 383, 384,
Handbook EG 11). el gwtaigle] 9432 e Hse 7|5 ZE 9wt
A9iztell thste] AH&o] 7bsd whd, FsAZE A3 Suklele] 433 8-S 7
Ashe AFHE FSA st F§97 A€ 7Rl distedMwt 7k

dE A3 YA R 23 2L J|FES 1Hste o]Fo
A=, gz LA o]Jo)t tsﬂ—é— FE & 5 JEA AR, IHY
97 g we g Anrke] 4, A PALE FSAo| wHAEl= PAn| L)
FeaHIALe] FEze] Hlw, o} FAAZE T3 1A 7FeA, Fd FAR
o] A FATY o] il EFEHHandbook EG 11).

6) 2ieish2|of CHst 7|2 (Prosecution of criminal offense)

FSAE FSMA % 1 F&W o] Quke A4g
section 401, Handbook EG 12).
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Qrel FEPEANAE AG A2A AN RE GRE FYsE
AolA ¥3AEE FAES BAST Aow, EAdE o - A Frols
o WSITFAE TPt otk 220 ARBIE WAL FAEAYY, £

FUE A% FH sl yaE 54
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A - ARl e 5873
el FATAE HE GRRelM F8ska ok wedEANRS &
TAAS7Z), AtAld A Mgy A37ze 3), AHAE Al Aw
FoR(E AB7ES 4), 2AWA oflF FAASF S FA(TH AB8R),
AR FY FA(FH A39x) Joll sl gict.
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FE ARG 5o B, B e AW, sFHUE 2 A9 dde] dFs
nd A S5 7SS rgska T Als7E A1), E3F dAst
A AT T8 FAE Y @A Alde QA she #AIE wA8t
I e Az7x A2 o5 9Nk A4 6 2 50‘1?11

52) 247t HEAW A30029] 2, 23H A13R9 4004 &
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<E II-5> ZD7A|

TR AN FEAEANH ey
Y FEAE AN 59 4
B4 e 49, 5595 3 27
23 o] Agel Y& v1d FoAGS
%A 71Askeok A A7z ALP).
AFs}
47 - ket Aol dietel 6L olate]
A Eo 50mal ot WF E
£ o2 Washe W] AW
205z #10%)
33 9 7E} ol AR Ao =N
WzRgels e PAS she
Holl= AASHA AHT Adoldt &
B Ao} 32 2 BAA AR 2
A A3 sk FAY FA(H Ay=
=4 A2}
A3}
4 - AN Aol deled 71 olat
A9 Zo 5okl ojle] WF
£ olg Waeh: ¥Ho] AR
x11205Z A 11%).
2) MM LEo|F
SAEANHAAN = AGAZE A AR E, AFA A Al AHuFF
‘;»l o] dgsteol & BRI S B Je AU uF N F5 9f
et FEaHIAE BEsta itk g84% AddA & aAFHe] Aok
AA A AR WA, T 2 71RAR] A g a7o] AFeteor &
TTE 9Jr ET, Aol FrtEE AP 55 7S AHE afsteiol gt &
& S88F AdAY A" Aldle AA §lo] Ads et A A wy-
shofof 6}&1, o] dgstololr & BEF] F£HY FHd HFE whd 9
F7b 9tk o]} 2o MEue] SFE uket Ao distdx s 6719 o]t
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<E 7> 22X
TR Bl FEAEAN o
S0 = gFA Ak A
.B‘H/\]}g Ei]ﬁ_ﬂ, T(J%A}:?; 7;?:1 zzjrg_ ?‘szﬁ g | e 1 we 2
A g9 FX sre w = =
5 oM olM e 1A | A ANz 3 AlS)
s} ~
300& AN A1z~A3%) 2A08 ABE A1F)
3] ; .
A W Apsz AlEe it ﬁ;m =9 q?(xjfiﬂ
37 | - AERE Al wiSted 19 | e e Aol WSk | oo g z}oﬂ)cﬂ
A | cletel Aol &2 1008k | o= 1d efske] A g0 . 2
A ole WF mE o | FE amma o) | oo 1T o]
£ Wabshe 9de) | wE we olg gue | o o ORD O
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