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. General Comments

Dear Sir or Madam:

| welcome the opportunity to provide comments on the November
2013 consultative document and December 2013 questions for
public consultation on Guidance on Supervisory Interaction with
Financial Institutions on Risk Culture (Guidance) issued by the

FSB.

Even though the consultative document contains foundational
elements, indicators and general supervisory guidance, it neglects
the important role that the competition secured by the Financial
Competitive Regime (FCR) plays in the risk culture. It is highly
recommended that the FSB should consider the value of the

competition and integrate the FCR into the final Guidance.



I1. Consultative Document on Increasing the Intensity

and Effectiveness of Supervision

The paragraph 2 of page 1 describes “LIBOR manipulation”. In this
global egregious event dozens of international financial institutions
including Barclay, UBS, RBS, Deutsche Bank, JPMorgan and
Citigroup, colluded to rig the LIBOR and violated the competition
codes, which prohibit the conspiracy among the competitors.
Accordingly, the financial industry as a whole requires fostering the
financial competitive ecological culture, which should be deemed as

one of the pillars of the risk culture.

The paragraph 3 of page 1 describes “Differences in risk culture
might be driven in part by differences in corporate and also national
cultures.” Traditional Chinese culture lacks the competition culture
ruled by law, and such weakness results in the operational risk in the
domestic financial institutions. For example, WTO ruled against
China UnionPay, an electronic payment services provider, for

violating the Chinese GATS commitments on 31 August 2012."

b http://www.wto.org/english/tratop e/dispu e/cases e/ds413 e.htm
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The footnote 6 of page 1 describes “mergers and acquisitions”. In
order to maintain the level playing field in the financial sector, the
national competition agencies and financial supervisors should

scrutinize the M&A to avoid distorting the competition.

3.1.13 of Page 6 describes “Assessment and communication of
lessons learned from past errors is seen as an opportunity to
strengthen the institution’s risk culture, and to enact real changes for
the future.” Libor manipulation scandal is a typical event that
systemically important financial institutions (SIFIs) have widely
ignored the compliance to the competition rules. In anther word,
financial competition culture secured by the FCR should be fostered
immediately as a key component of the traditional risk culture in the
financial sector. According to the Decision on Major Issues
concerning Comprehensive Deepening Reforms released on
November 12, 2013, the CPC Central Committee decided to
establish the National Security Committee. Because finance is the
blood to the whole economy, it is urgent for China, as a sovereign
state, to establish the National Financial Security Strategy Defense

System (NFSSDS).2

2 Zhen Li, “An Innovative View on Financial Reform under the Background of Rule
by Constitution”, Study Times, January 14, 2013.
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I11. Questions for Public Consultation

Question 1: Are there areas not addressed in the Guidance that
should be considered in assessing risk culture?

Answer: Yes. Firstly, the Guidance does not define the Risk Culture.
Secondly, the financial competition culture secured by the FCR

should be considered in the Guidance.

Question 6: What suggestions do you have to improve the
engagement of supervisors with financial institutions on risk culture,
in particular when discussing the underlying causes of behavioural
weaknesses?

Answer: The whole society should fully respect the value of fair
competition as Chinese president Xi Jinping underlined “to further
cultivate a development environment of the fair competition” during
the third Plenary Session of 18th CPC Central Committee in 2013.
The regulators should consequently supervise the behaviors of the

financial institutions from the FCR perspective.

Question 12: Are there useful descriptors of an institution’s risk

culture, both good and bad, that would be helpful to include in an
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attachment to the paper? For example “growth for growth’s sake” or
“it’s someone else’s problem”.

Answer: Yes. “competition for competition’s sake”. In fact, both
competition failure and excessive competition in the financial

market are the root causes of the risk within the modern economy.



V. LIBOR Scandal Slammed in China

Along with global investigation into Libor rigging widening, a
Chinese lawyer filed a complaint to 8 Chinese top agencies against
UBS, RBS, and 10 other international leading financial institutions
over manipulating Libor in December 2013. He accused that from at
least 2006 through 2010 China possessed a large amount of US
treasury bonds pegged to the Libor, and meanwhile thousands of
Chinese consumers and investors purchased financial products
referencing the same benchmark interest rate. As a result, both the

national interest and the people’s interest are badly infringed.

The lawyer emphasized 12 financial institutions, in order to reap
higher profits, violated the Anti-monopoly Law of the People’s
Republic of China and the Criminal Law of the People’s Republic of
China by rigging Libor or colluding fixing Libor in a direction
favorable to their trading positions. Accordingly, the complaint was
posted to the anti-monopoly enforcement agencies and the

judiciaries.

The anti-monopoly enforcement agencies are the State Council
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Antimonopoly Commission, the Ministry of Commerce, the State
Administration for Industry and Commerce, the National
Development and Reform Commission, and the China Banking

Regulatory Commission.

The judiciaries are the Supreme People's Court, the Supreme

People's Procuratorate and the Ministry of Public Security.
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