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General Comments

Dear Sir or Madam:

| welcome the opportunity to provide comments on the July 2011
consultative document on Global systemically important banks:
Assessment methodology and the additional loss absorbency

requirement issued by the Basel Committee.

In the consultative document five selected indicators are
cross-jurisdictional activity, size, interconnectedness,
substitutability and complexity, all of which reflect the
competitiveness conditions in the banking market directly or
indirectly. Cross-jurisdictional activity identifies international
competitive strategies performed by a bank. Size implies the market
share for each bank in the banking sector. Substitutability
emphasizes a bank’s services compared with those offered by
competitors. Interconnectedness and complexity indicate a bank
extends business scope or reduces cost so as to strengthen its

competitive advantage.

The consultative document refers to matters related to competition in
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thee paragraphs respectively. “The moral hazard... may ... reduce
market discipline and create competitive distortions”, “these
policies ... will also help level the playing field by reducing
too-big-to-fail (TBTF) competitive advantages in funding markets”,
and “... this feature should itself help to level the playing field in the
banking sector”. Furthermore, in order to maximize the supervisory
efficiency, financial competitive regime can be applied as an
Important complement to the assessment methodology at the
international level, since the entry, exit, structure and behavior in the
banking sector are to be regulated reasonably by means of the
financial competitive supervision. Please consider those comments
that Zhen Li has provided on several consultative documents issued
by the Basel Committee from financial competitive regime

perspective.’

In addition, Zhen Li submitted one proposal on establishing

Financial Competitive Regime to Chinese national decision makers

1 Zhen Li, “Response to Basel Committee's Consultative Proposals to Strengthen the Resilience of the Banking
Sector from Financial Competitive System Perspective”, April 2010. Available at:
http://www.bis.org/publ/bcbs165/zhenli.pdf

Zhen Li, “Response to Basel Committee's Consultative Document of Countercyclical Capital Buffer Proposal
from the Perspective of Financial Competitive Regime”, September 2010. Available at:
http://www.bis.org/publ/bcbs172/zhenli.pdf

Zhen Li, “Response to Basel Committee's Consultative Document on Range of Methodologies for Risk and
Performance Alignment of Remuneration from Financial Competitive Regime Perspective”, December 2010.
Available at: http://www.bis.org/publ/bcbs178/zhenli.pdf

Zhen Li, “Response to Basel Committee's Consultative Document on Pillar 3 disclosure requirements for
remuneration from Financial Competitive Regime Perspective”, February 2011. Available at:
http://www.bis.org/publ/bcbs191/zhenli.pdf
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in December 2010,% and “The National Economic and Social
Development twelfth Five-Year Plan Compendium” adopts Zhen
Li’s opinion. Besides, Deputy Mr. Yang Xiaoping of the 11" NPC
proposed setting up promptly Financial Competitive Regime in

March 2011.°

2 Zhen Li, “Enhancing the Financial Competition to Promote the Scientific Development in the 12th Five-Year
National Plan”, China Economic Herald, December 21, 2010. Available at:
http://www.ceh.com.cn:8080/epaper/ceh/20101221/B05/B05_56.htm

% Yang Xiaoping, “Proposal on Establishing Financial Competitive Regime”, Financial News, March 11, 2011.
Ou Yang and Dong Xiao, “Financial Representatives of NPC & CPPCC Discuss Over Domestic Issues”, Financial
Analyst, March 2011.
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