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General Comments

Dear Sir or Madam:

| welcome the opportunity to provide comments on the August 2011
consultative report on OTC derivatives data reporting and
aggregation requirements issued by the CPSS and the technical

committee of the IOSCO.

Even though the consultative report discusses a comprehensive
package of measures to set out OTC derivatives data reporting and
aggregation requirements, it neglects the importance of the
competition secured by implementing the Financial Competitive
Regime (FCR). It is recommended that in the process of
designing reporting and aggregation requirements, the CPSS
and the technical committee of the IOSCO should consider from

the FCR perspective.

Paragraph 1.1 describes “... and protect against market abuse in the
derivatives markets.” Market abuse is the activity performed mostly
by large financial institutions enjoying dominant position in the

financial sector, and the enforcement of the internationally accepted
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FCR will help regulate effectively such behavior.

Paragraph 1.2 describes “... and (iii) enhance the transparency of
information to relevant authorities and the public.” From the
functioning  perspective, the enhancement of information
transparency promotes the competition in financial market.

“Access to data” on paragraph 1.2 describes “...facilitates the
exercise of market discipline....” Only in the financial competitive
ecological environment guaranteed by the regime can market

discipline work most efficiently.

“Access to data” on paragraph 1.2 describes “...include information
to facilitate an assessment of market activity and concentration of
the market.” To a large extent, information on market activity and
concentration of the market involves data on the competitive

condition in financial market.

Competition can be added as one of the principles in paragraph 1.2
“International LEI development and principles”. From the beginning
of designing system involving LEI, competition should be explicated

in the set of basic principles. Normally, the LEI provider should



neither refuse financial firms’ application to enter nor discriminate

USErs.

“Initiatives to create TRs” on paragraph 2.2 describes “... such as
REGIS-TR, a TR created by the Spanish stock exchange (Bolsasy
Mercados Espafoles) and Clearstream Banking Luxembourg.” There
Is one famous antitrust case related to Clearstrem in derivatives
market. On 2 June 2004, the European Commission decided that
Clearstream Banking AG and its parent company Clearstream
International SA violated antitrust decree by refusing to supply
certain clearing and settlement services to and by applying
discriminatory prices to Euroclear Bank SA. On 9 September 2009,
The Court of First Instance announced to uphold the European

Commission's decision.

Paragraph 2.3 refers to financial market infrastructures. In the
response to the consultative report on principles for financial market
infrastructures (FMIs), Zhen Li supports the idea that the FCR may
play an indispensable role in fostering robust FMIs. *

Paragraph 3.1.1 describes and (iv) conducting resolution

1 Zhen Li, “Response to the CPSS and the Technical Committee of the IOSCO's Consultative Report on Principles
for Financial Market Infrastructures from Financial Competitive Regime Perspective”, September 2011. Available
at: http://www.iosco.org/library/pubdocs/pdf/IOSCOPD357.pdf
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activities.” Resolution activities involve state aid and exit, which are
related to preserving the competition in financial market by

executing the FCR. ?

“Assessing systemic risk and financial stability” on paragraph
3.1.1.1 refers to size, substitutability and interconnectedness, which

reflect the competitiveness condition in financial market.®

“Conducting market surveillance and enforcement” on paragraph
3.1.1.2 describes “Market integrity is critical for the proper
functioning of any market.” Market integrity requires the level
playing field ensured by enforcing the FCR as Financial

Constitution.

“Conducting market surveillance and enforcement” on paragraph
3.1.1.2 describes “...including market and price manipulation,
insider trading, market rigging and front running.” These anomalous
activities are filled with anti-competitive characteristics, and may be

regulated effectively by enforcing the FCR.

2 Zhen Li, “Response to the Financial Stability Board's Consultative Document of Effective Resolution of
Systemically Important Financial Institutions from Financial Competitive Regime Perspective”, September 2011.
Available at: http://www.financialstabilityboard.org/press/c_110909fff.pdf

3 Zhen Li, “Response to the Basel Committee's Consultative Document of Global Systemically Important Banks:
Assessment methodology and the additional loss absorbency requirement from Financial Competitive Regime
Perspective”, August 2011. Available at: http://www.bis.org/publ/bcbs201/zhenli.pdf

4


http://www.financialstabilityboard.org/press/c_110909fff.pdf
http://www.bis.org/publ/bcbs201/zhenli.pdf

“Conducting market surveillance and enforcement” on paragraph
4.2.2 describes “Entities related by affiliation can have (1) a
common economic incentive to conduct market abuse or (2)
increased market power relative to a single entity that could increase
the impact and therefore efficacy of a manipulative scheme.” Market
abuse and manipulation are typical anti-competitive activities, which

may be regulated effectively by enforcing the FCR.
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