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In the second year of a two-year research plan, the 2018 research considered the trend and the
present status of foreign direct investment regulation of the United States. A part of the analysis
has already been published.

The United States started a review of the regulation of foreign direct investment in the U.S. from
the national security viewpoint, under the administration of President Obama of the Democratic
Party. The administration of President Trump of the Republican Party continued the review, leading
to the enactment of the revised Foreign Investment Risk Review Modernization Act (FIRRMA) in
August 2018. The revision is designed to tighten the control of foreign investment in the U.S., in
response to China's increasing manufacturing power accompanied by the policies including "China
Manufacturing 2025." The data protection issue became more visible before FIRRMA came into
effect. How this issue would be reflected in the revision has drawn much attention. Since FIRRMA
is to be fully implemented within 18 months after the enactment, the formal rules are likely to be
determined in the second half of 2019.

FIRRMA is the Act for the U.S. to cope with the concerns about China and is also the one to spell
out the need for data protection for the first time. FIRRMA Section 1713 stipulates that the U.S.
should share the information of the analyses and actions related to the national security that
CFIUS maintains with allied nations under certain conditions, and calls for the establishment of
procedures required to do so. Accordingly, the Japanese government needs to work closely with
the U.S. to address issues of control of foreign direct investment including data protection.
Although the fifth-generation mobile communications standards will soon be implemented, the
review of the control of foreign direct investment is deemed to have just begun. The issues to be
addressed will likely include whether the control method harms free economic transactions and
how to secure transparency of the control.
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Regulation of Foreign Direct Investment in the U.S. and Japan
— Current Regulatory Status
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In the second year of a two—year research plan, the 2018 research considered the trend and the present status of foreign direct
investment regulation of the United States. A part of the analysis has already been published.

The United States started a review of the regulation of foreign direct investment in the U.S. from the national security viewpoint,
under the administration of President Obama of the Democratic Party. The administration of President Trump of the Republican Party
continued the review, leading to the enactment of the revised Foreign Investment Risk Review Modernization Act (FIRRMA) in August
2018. The revision is designed to tighten the control of foreign investment in the U.S. in response to China’ s increasing
manufacturing power accompanied by the policies including “China Manufacturing 2025.” The data protection issue became more
visible before FIRRMA came into effect. How this issue would be reflected in the revision has drawn much attention. Since FIRRMA is
to be fully implemented within 18 months after the enactment, the formal rules are likely to be determined in the second half of 2019.

FIRRMA is the Act for the U.S. to cope with the concerns about China and is also the one to spell out the need for data protection
for the first time. FIRRMA Section 1713 stipulates that the U.S. should share the information of the analyses and actions related to
the national security that CFIUS maintains with allied nations under certain conditions, and calls for the establishment of procedures
required to do so. Accordingly, the Japanese government needs to work closely with the U.S. to address issues of control of foreign
direct investment including data protection.

Although the fifth—generation mobile communications standards will soon be implemented, the review of the control of foreign direct
investment is deemed to have just begun. The issues to be addressed will likely include whether the control method harms free
economic transactions and how to secure transparency of the control.
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