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other reasons, the FDIC be-lieves that Basel Il must be supplemented by the continued appli-cation of existing
regulatory minimum leverage capital and prompt corrective action requirements. | am very gratified at the
support our fellow bank regulators have expressed for this conclusion. We also understand that a leverage ratio
alone cannot provide protection without the support of sound risk-based capital rules. It will be necessary to
better understand the impact of the proposals on the capital required for specific activities. Maintaining capital
adequacy under Basel Il would be an ongo-ing task. Validating banks internal risk estimates would be a chal-
lenge. Doing so consistently across agencies would be a greater challenge for which an interagency process
would be needed. The other key issue is competitive equity. Basel Il has been expected to provide some degree
of regulatory capital relief. The banks that stand to be directly affected by Basel Il have expressed strong sup-
port for such capital relief. They have expressed concerns where they believe Basel Il capital was too high. The
key policy question is: What economic benefits and costs would come with changes in regulatory capital
requirements Would the economic benefit of lower-risk-based capital requirements for large banks enhance
their competitive posture or accelerate industry consolidation We recognize there are differences of opinion
about the impor-tance of competitive equity issues. That is why we need to pay close attention to the comments
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