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Hiroshi Nakaso: Developing a global code of conduct for the foreign 
exchange market 

Opening remarks by Mr Hiroshi Nakaso, Deputy Governor of the Bank of Japan, at the BIS 
FXWG-MPG meeting, Tokyo, 26 February 2016. 

*      *      * 

I. Introduction 
It is a great pleasure to welcome the BIS FXWG (Foreign Exchange Working Group) and MPG 
(Market Participants Group) joint meeting on developing a single global code of conduct for 
the foreign exchange market.1 
In March last year, the eight foreign exchange committees in the major financial centers 
gathered here in Tokyo and adopted the “Global Preamble,”2 sharing their commitment to 
developing and promoting clear, robust, and implementable best-practice guidance in the 
foreign exchange market. Building on the Global Preamble, in May last year, the BIS governors 
agreed to set up a working group to facilitate the establishment of a single global code of 
conduct for the foreign exchange market. Since its inception, 16 central banks and more than 
30 private-sector professionals from around the world have been participating actively in this 
project. Without a doubt, this project is a cornerstone for the ongoing global initiatives to 
address the misconduct issues in the broad financial market. Thanks to the hard work of each 
member and the excellent leadership of the Chair, Guy Debelle, significant progress has been 
made with the first public update, which is envisaged in May 2016. As a member of the FXWG, 
the Bank of Japan is honored to host this joint meeting with the MPG today. 
In my remarks, first I would like to share my views on why we need the global code and how it 
matters to the central banks, and then express my support on key concepts of the code that 
have been shared among our colleagues here. 

II. Why we need the global code 
Let me begin with my thoughts on how the global code can contribute to the sound functioning 
of the foreign exchange market. 
It has been broadly agreed that the single global code of conduct for the foreign exchange 
market aims to promote a robust, fair, liquid, open, and transparent market. Achieving this goal 
is crucial to the sound functioning and development of the foreign exchange market. 
Why is a well-functioning foreign exchange market highly important from a central bank’s 
perspective? We closely monitor the financial market developments when conducting our 
policy in pursuit of price and financial stability. Financial markets carry crucial information 
regarding market participants’ views on economic and financial conditions, and also play a vital 
role for transmission of our policy. Financial markets must be functioning effectively to play 
such important roles. 
A well-functioning market needs to be supported by sufficient market liquidity. Therefore, I 
strongly believe that the central banks should continue to be committed to enhancing market 

                                                
1  “Foreign Exchange Working Group” (FXWG), which consists of 16 central banks, was established under the 

auspices of the BIS Markets Committee to facilitate the establishment of a single global code of conduct for the 
foreign exchange market and to promote greater adherence to the code. To support the FXWG, a “Market 
Participants Group” (MPG) was established, drawing on more than 30 private-sector professionals in the foreign 
exchange market. The relevant press release is available at http://www.bis.org/press/p150724.htm. 

2 Available at http://www.fxcomtky.com/announce/pdf_file/global_preamble.pdf. 

http://www.bis.org/press/p150724.htm
http://www.fxcomtky.com/announce/pdf_file/global_preamble.pdf
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liquidity as part of our efforts to develop the code. According to the widely accepted definition 
of the BIS, “A liquid market is a market where participants can rapidly execute large-volume 
transactions with a small impact on prices.”3 I believe that a robust, fair, open, and transparent 
market, where diverse types of participants with diverse business models can confidently 
transact will indeed support market liquidity, which in turn enhances the functioning of the 
foreign exchange market. 

III. Key concepts of the global code 
Next, I would like to touch upon a few key concepts of the global code that have been shared 
among our colleagues here. I would like to express my strong support for these concepts, as 
they are crucial to improve market functioning. 

A. Principle-based code 
The first key concept is that the global code will become most effective when it is principle-
based, taking into account the diversity of market participants. 
The foreign exchange market is a large cross-border market uniquely featured with diverse 
participants. Indeed, we cannot find any other market where such a wide variety of financial 
and nonfinancial corporations transact on a daily basis. Over-the-counter (OTC) transactions 
prevail, and the electronic trading venues are also diverse, ranging from brokers to single- and 
multiple-dealer platforms. Regulatory settings covering foreign exchange transactions are also 
diverse in a range of jurisdictions. 
A principle-based approach, rather than a prescriptive rule-based approach, is well suited to 
address such a diversity of participants and a complexity in market structures across the globe. 
Regarding the approach, Guy Debelle raised an important point in his speech last November, 
and let me repeat it here: History has shown that “the more prescriptive it becomes the easier 
it is to get around [because] rules are easier to arbitrage than principles.”4 I fully support his 
views. 

B. Collaboration between the public sector and the private sector 
The second key concept of the global code is that continuous collaboration between the public 
sector and the private sector is indispensable. 
The foreign exchange market has evolved through close collaboration between the public and 
private sectors. For example, the foreign exchange committees in the major financial centers 
typically comprise both central bankers and private-sector participants. 
Work on the global code has also achieved progress through a public sector-private sector 
partnership. The MPG, which consists of both sell-side and buy-side institutions, has been 
providing valuable insight based on its members’ expertise in market practices and innovation. 
It would be desirable that innovations led by the private sector continue to evolve under the 
appropriate code of conduct, thereby improving market functioning. The public sector should 
endeavor to align the private sector’s incentives appropriately to support further market 
innovation and sound functioning of the foreign exchange market. 

                                                
3  Bank for International Settlements (1999), “Market Liquidity: Research Findings and Selected Policy 

Implications,” CGFS Publications No 11. 
4  See Guy Debelle, “The Global Code of Conduct for the Foreign Exchange Market,” speech at the FX Week 

Europe conference in London on November 25, 2015. Available at http://www.rba.gov.au/speeches/2015/sp-
ag-2015–11–25.html. 

http://www.rba.gov.au/speeches/2015/sp-ag-2015-11-25.html
http://www.rba.gov.au/speeches/2015/sp-ag-2015-11-25.html
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C. User-friendliness 
The third key concept is that the global code should be succinct, clear, and easy to use. The 
code becomes valuable only when market participants make good use of and adhere to it in 
their day-to-day business at the practical level. 
In addition, bearing in mind the existence of diverse participants and diverse business models, 
I would like to emphasize the importance of clearly addressing what market participants can 
do under the code. This is to prevent over-cautious behavior of market participants which could 
be detrimental to fostering well-functioning markets. As an initiative to enhance market 
functioning through clearer dialogue among market participants, the Tokyo Foreign Exchange 
Market Committee developed the “Tokyo Blue Book” in April last year.5 The book provides 
guidance with succinct, clear statements and practical examples to help promote 
understanding of the code among Tokyo market participants. 

IV. Concluding remarks 
I firmly believe that the successful development of a single global code and greater adherence 
to it will reinforce the functioning of the foreign exchange market and facilitate vibrant, sound 
development of the market. The Bank of Japan has been, and will continue to fully support and 
be committed to the work of the global code. I am confident that this Tokyo meeting will provide 
us with a valuable opportunity to achieve further progress in our work. 
Thank you very much for your kind attention. 

                                                
5  Available at http://www.fxcomtky.com/coc/code_of_conduct_e2015.pdf. 

http://www.fxcomtky.com/coc/code_of_conduct_e2015.pdf


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo false

  /PreserveCopyPage false

  /PreserveDICMYKValues true

  /PreserveEPSInfo false

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

    /SymbolMT

    /Wingdings-Regular

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.00000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.00000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 600

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.00000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



