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Case Study: "Disclosure obligation breaches and illegal conduct

by financial institution employees”
Hiroshi MATSUMOTO (Department of Social and Environmental Studies)

Abstract

This treatise is a review of the Japanese Supreme Court's judgment of November7, 2003, in a
case involving the disclosure  obligation of financial institution employees when their banking estab
lishment makes an offer to sell residential land with an ulterior motive of hoping to provide a loan to
the buyer. This judgment admits there may be extenuating circumstances in specific cases and does not
establish a definitive criterion for judgments on disclosure obligation, but it does establish a precedent
considering that there is no clear standard for banking employee accountability. Nonetheless, this
author cannot support the Supreme Court's conclusion: While it is possible to think of the High
Court's reasoning in this case being based on the fact that the purchase contract and the financing con
tract being one and the same document, the Supreme Court perceived that the purchase contract and fi
nancing contract are basically separate contracts that make a distinction between the parties. When
purchasing and financing coincide, it is important that the document be appropriate for the established
purpose from the perspective of both parties. In this sitnation, the impropriety of the act of solicitation
itself is not that important. In this aspect, this treatise supports the gist of the high court's judgment.
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Trends in consumer credit and gray zone interest rates in Japan

Hiroshi MATSUMOTO (Department of Social and Environmental Studies)

Abstract

Essentially, the debtor does not have to pay that part of the interest rate which exceeds the limits
established by the Interest Restriction Act. However, interest rate payments made by debtors of their

own free will and accord, are valid and the consumer cannot later demand the return of the excess por-

tion paid. On the other hand, a penalty is imposed for the making of contracts with interest exceeding

the cap specified in the Investment Law. Those interest rates that exceed the interest rate cap stipulated

by the Interest Restriction Act but which do not exceed the interest rate cap specified by the Investment

Law are called gray zone interest rates in Japan. In January2006, the Supreme Court (of Japan) issued

a decision that deemed those gray zone interest rates to be null and void where payment was made un-

der duress. As the conclusion of this judgment merely reiterates the obvious, the legislative revisions to

abolish gray zone interest rates downright should immediately be enacted. When doing so, it will be

necessary to revise the classifications for interest rate standards, as well as the interest rates to be ap-

plied, basing them on monetary amounts that take the present situation into account.

Keywords: consumer credit, obligor, cap-interest-rate, gray zone interest rate, penalty
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