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Dear Sir/Ma'am,
 
Please let me make a brief comment on the proposed paper. 
In relation to II.1.(e) para.96 and also 97, the turbulence of equity markets could
increase the volatility of the common equity component of Tier I, which may
deepen the procyclicality issue; i.e., a material deterioration in equity markets
would hit the ratio without any cushion of deferred tax assets and lower the ability
of banks to lend.
I hope this proposal would function as an incentive for the banks to reduce their
exposure to the equity markets.  But, if a sudden decline in stock prices hit in the
course of their efforts to dispose of equity holdings, it might cause a credit crunch.
Exclusion of any unrealized gains/losses from the definition could be useful in the
transition period as a counter-cyclical measure, before banks successfully sort out
this issue.
 
With best regards,
 
Hironari Nozaki, CFA, PhD
Managing Director
CIRA
Citigroup Global Markets
 
hironari.nozaki@citi.com
Phone: 81-3-6270-4849
Fax: 81-3-6270-4964
 
1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520, Japan
 
For important disclosures regarding Citi Investment Research, including with
respect to any issuers mentioned herein, please refer to the Citi Investment
Research disclosure website at
https://www.citigroupgeo.com/geopublic/Disclosures/disclosure.html.
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