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What is the TechDK Commission?
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> 17 men and women whose purpose is to LN || ¥ ¥

create recommendations for how we contain —
the downsides of technology:

"The purpose of the TechDK Commission
Is to create recommendations for how
new technology and social
considerations can be thought together”
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The Commission’s work

B

> Together with the secretariat of Djgf, the
Commission develops three reports i
under the headlines of:

* Economy
e Democracy o
e Culture
®
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The Commission’s working method
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1st meeting - Identification of
challenges:

o~
P
1101

ia

2nd meeting- Creation of proposed
solutions:

Drafting of the report

The Commission’s problem area

How can you solve the issue at and solutions are written

hand?

What is the issue?

Which societal values are under Proposed solutions are reviewed

threat?

by legal advisers and external
experts

Which negative consequences can
a proposed solution entail?

The report is launched in the
media and to politicians
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*Any views expressed in this presentation are those of the presenter and not necessarily those of the BIS



Fintech credit has grown fast, from a small base

Global Volume of New Fintech and Big Tech Credit Has Grown Through 2017

USD bn
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Credit (Ihs): pmm Big tech

Figures includes estimates.

2013

2014
mm Other fintech

2015 2016 2017

Rhs: ¢ Total fintech credit as a share of total stock of credit2

0.45

0.30

0.15

0.00

' Total fintech, defined as the sum of fintech and big tech credit divided by the sum of total fintech credit and total credit to the private non-financial sector.
2 Average calculated for a selected set of countries.
Sources: Cambridge Centre for Alternative Finance and research partners; big tech companies’ financial statements; Frost et al. (2019).
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Keeping things in perspective

Global FinTech activity relative to the global financial system

Crypto-assets (at peak, Jan. 2018)
FinTech credit (incl. BigTech), 2017

W =USD 1 trillion

The value of financial assets is represented by the area of the coloured field.

Sources: FSB (2019b); Cambridge Centre for Alternative Finance and Frost et al. (2019); coinmarketcap.com; authors’ calculations.
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Disruption of banking
VA //
& ©
® Banks (and other incumbents) are being disrupted //

® from below from fintechs

® from above by Big techs

® Which financial services under threat?
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Which financial products & services are:

® Most affected by tech developments now?

® Most affected by tech developments over the next 5 years?

® Seeing the greatest competition?

Petralia, K, T Philippon, T Rice and N Véron (2019): “Banking disrupted? Financial intermediation in an era of
transformational technology”, 22nd Geneva Report on the World Economy, September.
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Which financial products & services are:

® Most affected by technological developments now?

® Most affected by tech developments over the next 5 yrs?

® Seeing the greatest competition?
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Which financial products & services are:

® Most affected by technological developments now?

® Most affected by tech developments over the next 5 years?

® Seeing the greatest competition?
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Which financial products & services are:

® Most affected by technological developments now?

® Most affected by tech developments over the next 5 years?

® Seeing the greatest competition?
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Market capitalisation of major financial groups and big tech firms’

In billions of US dollars

Technology Financial groups
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mm Advanced economies
pm Emerging market and developing economies

Ant = Ant Financial; BofA = Bank of America; CCB = China Construction Bank; ICBC = Industrial and Commercial Bank of China; JPM = JPMorgan
Chase; WF = Wells Fargo.

1Stock market capitalisation. 2 The estimated value of Ant Financial was derived from the amount raised in the company’s recent funding rounds
times the stakes sold.

Sources: J Frost, L Gambacorta, Y Huang, H S Shin and P Zbinden, “BigTech and the changing structure of financial intermediation”, BIS Working
Papers, no 779, April 2019.
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The DNA of big techs

® Key features of business model
® Platforms
= Aggregation
- Uber, Airbnb ...
= Market place
- Amazon
= Social network

- Facebook
= |Information

- Google
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Data Network
analytics externalities

Interwoven
Activities
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Next frontier in data

Committee on Payments P )
and Market Infrastructures ==& BIS Restricted



Big techs are increasingly moving into mobile payments'

Big tech mobile payment services?

Q % of GDP

O,
WeChat Lhs - hcs5DP
0.60 16

0.45 12

0.30 8

0.15 4

0.00 . I 0
uUs®* IN BR* ID

UK CN°
Paypa’ m'pesa mm  Yearly volume

T Venmo is a mobile payments app owned by PayPal that integrates social media features. It is popular among college students in the US. Calibra is the mobile wallet that will run on top of the Libra network. M-Pesa (M
for mobile, pesa is Swahili for money) is a mobile phone-based money transfer, financing and microfinancing service, launched in 2007. 22017 data. 32016 data. 4 Estimate based on the public data for Mercado Libre. >
Only mobile payments for consumption data (ie excluding mobile payments for money transfer, credit card payments and mobile finance).
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Payments and social media See payments your

friends share

Make and
share payments.

Tk voih 80 misets Sorvai el Send money instantly, for free.

John Graham pad a new user

v en m o DN

Anthony Yim paid Qichen Zhang
Delta

Sign up with Facebook

Julian Connor charged Matt H We'll never past without your permission
the real read

or with your email address

s Lili Jiang paid Possible
+ One billion people lack access to basic healthcare
around the world. Donate $4 to Possble and
provide Mo-changing care 10 a person in noed.

Cami Williams paid Cassidy Wallace
Perk

Annio Corboett naid Erie Yu
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The incumbents are responding
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A primer on payment systems

Retail payments system elements

Payment system
:
1
l 3
1
1
@~ g e
1
B 73
N | 79O
Consumersand Frontend |, Backend
businesses '
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The trilemma of payment arrangements

Laww cast

Sumclearing

®

High speed Low risk

KRONOS
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The need for speed - the back-ends are improving

Diffusion of fast payments'

Number %
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Years (time scale)
— RTGS systems
— Fast payment systems

Use of fast payments

Number of transactions per capita
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Years after implementation

— Chile  _ Nigeria == Singapore
Denmark Malaysia . Sweden
— India — Mexico __ United Kingdom

! The dashed part of the lines corresponds to projected implementation.
Sources: Bech and Hobijn (2007); Bech, Shimizu and Wong (2017); CPMI Red Book Statistics; FIS (2018); national central banks; World Bank Group; IMF.
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Sweden mobile payments take-off

% of GDP

(N R N
10 11 12 13 14 15 16 17 18

— Card payments (lhs)
— = Cash in circulation

..... Smartphone app (Swish)

% of GDP

4
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A simple framework ...

Reach

Domestic Global

Overlay p
(Uses other @ venmo { ) swish’ - Pay '

[ truct
infrastructure MobilePay paypa'

to transact) G Pay

Payments infrastructure

Stand 8
alone % a
' (Traditional WeChat NI m-pesa
infrastructure
and DLT)

' Venmo is a mobile payments app owned by PayPal that integrates social media features. It is popular among college students in the US. 2 Calibra is the mobile wallet that will run
on top of the Libra network. 3 M-Pesa (M for mobile, pesa is Swahili for money) is a mobile phone-based money transfer, financing and microfinancing service, launched in 2007.
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Alipay signs long-term deal to become UEFA national team football sponsor...

SELR

' EURO2020
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all Salt = 6:50 PM 7 @ % 87% (W) 4
< TOP POSTS
#tedxbasel2018

£
PRS-

Qv O

tedxbasel An interview with Morten
Bech, Head of Secretariat at BIS and
highly regarded financial expert:
Agustin Carstens “ .Bitcoin is a combination of a bubble,
General Manager, BIS a Ponzi scheme & an environmental
disaster..” #tedxbasel2018 #tedx
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Average annualized volatility

Bitcoin Gold Global Equities S&P500 USD/EUR US Treasuries  Global Treasuries

Source: Bloomberg.

o
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Enter stablecoins

{ © us con

10101 -~
01010 @
olool @Soﬁ;“:"”'
@Trueusn
2 % tether
o

® FSB Oct 2018: crypto-assets do not pose a material risk to global financial stability at this
time.
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Selected stablecoins

Price
UsD
1.10
1.05
1.00
0.95
I I I I I I I —
Q118 Q3 18 Q119 Q319
__ Tether __ Paxos
— USD Coin ___ DAI
TrueUSD — Gemini

Volatility

Market capitalisation

o,

Tether DAl  Bitcoin’

____ min-max range
e Mmedian
@ 75th-25th percentile

Ether'

USD mn
2.0 4,000
= 3,000
1.0
2,000
0.5
1,000
0.0
0
Q118 Q3 18 Q119 Q3 19

T Data are standardised 7-day rolling averages of historical volatility. Neither Bitcoin nor Ether are ‘stablecoins’; they are included for reference.
Sources: coinmarketcap.com; Bullman, D. et al, ECB, August 2019.
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Elephant in the sandbox

(calibra

Front-end
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Libra could achieve global adoption...

Monthly active users Facebook's revenue

Bn

2.0

60

1.5 45

1.0 30

! 12 13 ! ! ! . |Tl?|!| 16 | 18 | .

USD bn

14 15 16 17 18

___ Facebook!  _ Messenger mmm Advertising  gmg Payments
—0 WhatsApp  __ Instagram

"The numbers do not include Instagram or WhatsApp users unless they would otherwise qualify as such users.

Sources: J Frost, L Gambacorta, Y Huang, H S Shin and P Zbinden, “BigTech and the changing structure of financial intermediation”, BIS

Working Papers, no 779, April 2019; World Bank; Forrester Research; GlobalData; iResearch; Mercado Libre; Nikkei; Worldpay; S&P Capital
IQ; companies’ reports and announcements; national data; BIS calculations.
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Is it a bird, is it a plane ... ?

G7 Working Group
on Stablecoins

Investigating the impact
of global stablecoins

G/

FRANCE

October 2019

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

Committee on Payments P )
and Market Infrastructures OBIS Restricted 28



A functional view of the stablecoin ecosystem

Service Market- Platform(s)
provider(s) maker(s) ie mobile

ie balance ie coin resellers wallets,
updates exchanges

Governance = Management Technology Protocol Operator(s)
le governance entities ie existing te coding and te validators
board fr rrmeE payment system rules of the DLT

management

Back end

~—

Subject to contractual, legal and regulatory frameworks

1 Bitcoin nor Ether are ‘stablecoins’; they are included for reference.
Sources: G7 WG Investigating the impact of global stablecoins (2019); Bullmann, D, J Klemm and A Pinna (2019).
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G7 Report: Investigating the impact of global stablecoins (GSCs)

Legal certainty
Sound governance

Committee on Payments
and Market Infrastructures

OBIS

AML/CFT compliance

Safety of payments system
Cyber security

Data privacy/protection
Consumer/investor protection

Market integrity
Tax compliance

Transmission of monetary policy

Financial stability risks

Fair competition

International monetary system
and currency substitution
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Back to simple framework ...

Reach

Domestic Global

Ocalira gpgy [P

G P ay PayPal

Overlay
(Uses other @ venmo { ) swish’
infrastructure .
to transact) Rkiine g

Payments infrastructure

Stand 8 P oY R L
S % E2 =Zlibra
(Traditional WeChat NI m-pesa
infrastructure
and DLT)

' Venmo is a mobile payments app owned by PayPal that integrates social media features. It is popular among college students in the US. 2 Calibra is the mobile wallet that will run
on top of the Libra network. 3 M-Pesa (M for mobile, pesa is Swahili for money) is a mobile phone-based money transfer, financing and microfinancing service, launched in 2007.
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A wake up call for innovation in cross-border payments

“There is a broad perception and anecdotal evidence that, compared with domestic
payments, cross-border retail payments remain slow, costly and opaque, with heightened
risks to manage.” CPMI, Cross-border retail payments, February 2018

Decline in correspondent banking  Remittances volumes are rising ..at still high average costs'
% USD bn |_| %
100 600 10
95
450 l 8
90
300 6
85
80 150 4
75
| [ | | | | | | alocbodboc oo bocboc b e 2 [ R [ [ 2
2 13 14 15 16 17 18 91 94 97 00 03 06 09 12 15 18 11 12 13 14 15 16 17 18

— Active corridors — World inflows —__ Banks

— Active correspondents —__ Traditional money transfer firms
Financial technology firms

1 Average total cost for sending $200; figure adapted from The Economist (2019).
Sources: National Bank of Belgium; SWIFT Bl Watch; The Economist (2019); World Bank, Remittance Prices Worldwide;

World Bank; BIS calculations.
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Electronic Central bank issued

Widely
accessible

“The money flower”

Bech and Garratt (2017), CPMI-MC (2018)

OBIS Restricted
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Central bank CBDC work

Share of respondents

Engagement in CBDC work Focus of work’

2017

56
2018
0 20 40 60 80 100 I Wholesale CBDCs
I Yes I No [ General purpose CBDCs

Both
! Share of respondents conducting work on CBDCs, 2018 survey.

Source: Central bank survey on CBDCs.
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		Central bank CBDC work
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		Engagement in CBDC work

		

		Focus of work1



		[image: ]

		

		[image: ]



		1  Share of respondents conducting work on CBDCs, 2018 survey.

Source: Central bank survey on CBDCs.
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Likelihood of issuing a CBDC

Share of respondents

General-purpose CBDC Wholesale CBDC

Short-term Short-term

Medium-term Medium-term

0 20 40 60 80 100 0 20 40 60 80 100
o Very likely B Somewhat unlikely
 Somewhat likely © Very unlikely

Possible

Source: CPMI central bank survey on CBDCs and digital tokens.
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CPMl-related resources

® |nvestigating the impact of global stablecoins (2019): www.bis.org/cpmi/publ/d187.htm

® Central bank digital currencies (2018): www.bis.org/cpmi/publ/d174.pdf

® Digital currencies (2015): www.bis.org/cpmi/publ/d137.pdf

® Distributed ledger technology in payment, clearing and settlement (2017):
www.bis.org/cpmi/publ/d157.pdf

® Principles for financial market infrastructures (2012): www.bis.org/cpmi/publ/d101a.pdf

® Proceeding with caution - a survey on central bank digital currency (2019):
www.bis.org/publ/bppdf/bispap101.htm

® The role of central bank money in payment systems (2003): www.bis.org/cpmi/publ/d55.pdf
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Perspectives from the Industry

Lars Mikkelgaard-Jensen



Research Insights

Banking on
the platform
economy

Trust in banks

Most consumers say they are willing to share
personal information with their banks. Even
mare compelling, nine out of ten express
confidence in their bank’s ability to protect
their personal information and data.

The platform advantage

Banking executives tell us that platform
business models can significantly benefit
customers and, therefore, banks them-
salves. Using market platforms, banks can
enable trusted exchanges, as well as provide
infrastructure and rules for marketplaces.

Roadblocks ahead

Bankers identify regulatory compliance,
cybersecurity, and lack of trust and
confidence in ecosystem partners as
key inhibitors to adopting platform
business models.

IBM Institute for
Business Value

- S|
2wt |




68%

of consumers surveyed indicate

they are willing to share
personal information

and data with their banks
or other financial services
institutions, the highest
percentage response for
any industry measured?

72%

of bank executives surveyed
tell us that platform business
models are disruptive for the
banking industry as a whole

Trust

Banking and financial service companies

T

Insurers (for example, health, auto, life)

I 6%

Telecommunication companies

I <%

Travel and transportation providers

I

Streaming entertainment providers

I oo
Healthcare providers

I 7o

Government organizations

L JEL
Your employer(s)
L [ERU
Utility companies
I 3o
Retail merchants

I 520

Social media companies

I 0%

Educational institutions
I s

Online storage service providers

I 22

Mews and current affairs organizations

Bl 119



Traditional industries are interacting in ways that were unthinkable even as recently as a decade ago.

Financial services are being mixed in with services or products from other areas and industries
— from healthcare and telephony, to mobility and media, retail and logistics, and numerous other areas.

Banking is becoming embedded — sometimes almost invisibly — in non-bank business processes.

New types of ecosystems are emerging, powered by dynamic new business models, often based
around platforms and network economics.

Customers can be approached and engaged in innovative ways — and by different parties.
Retailers are orchestrating payments systems. And social media businesses are establishing
new forms of currency.

Organizations in virtually every sector seem to be contesting the relationship with customers,
hoping to become not only the provider of their own products, but also an entry point for other
businesses

seeking access to their primary customers.

And this cross pollination of customer access is based on insights gained from robust data.

Organizations seek to establish and maintain a primary relationship with their customers — and to avoid being
disintermediated by insurgents from both their own and completely different industries.

But the playing field for deep customer engagement is not a level one.
Unlike aspirers from other industries — and perhaps counterintuitively — banks are uniquely positioned for success in
becoming the prime entity for building and maintaining relationships with customers.

Banks possess a key advantage that most organizations don’t have.
Our research suggests that people are willing to share their personal data with their banks, and banks
are trusted to keep the data safe and use it ethically !



The emergence of
”Platforms”

Three types of platforms emerging from business
ecosystems

Market platform
Enabling trusted exchanges between multiple parties on a global
scale and leading standards to sustain trust and security

Resources

Capabhilities

Business process platform

Enabling users to optimize value across all business and
functional components and to reconfigure workflows with latest
technologies

Owned and
purchased data

Augmented
decisions

Technology platform
Enabling users to access more secure, resilient infrastructure
towin inthe agile, scale-driven as-a-service economy

Hybrid cloud

i Watson
Security

Blockchain

Source: IBM Institute for Business Value analysis.



FinTech — disruption or innovation?

The growth of the FinTech industry is challenging incumbent financial institutions on all fronts of
their business model, disrupting at micro and macro economic level; leading to national and global
considerations

“Financial technology, also known as FinTech, is a line of

>Fin-Tech *noun* : an economic industry business based on using software to provide financial
composed of companies that use technology to services. Financial technology companies are generally
make financia/ systems more efficient, startups founded with the purpose of disrupting incumbent

financial systems and corporations that rely less on software.”

Types of Fintech

e B2CFinTech : seek to disrupt established Financial Services organisations’ customers and take market share from
them

* B2B Fintech : rather than compete with financial services incumbents, wish to partner with them to deliver services.
Many have aspirations to become “platform” companies

* Ecosystem —those FinTech organisations who see their success in establishing network roles inside ecosystem of
FinTechs and their partners



Complexity of relationships — responding to the changes

Despite some success stories, incumbents and new entrants are struggling to make new
relationships and emerging use cases work against a backdrop of continued existing
technical debt, constrained investments and lack of appetite for continued proofing of

technologies

» Component Implementation

» New Regulations to balance

> Supplier relationship

» Quick innovation, lacking in
manpower for implementation

and E2E delivery

e

O Technology

corporates

]E)etween. lnnova’:(lon, seculrllty and FinTechs > Proof of Concept > IT Services: implementation,
. > Think tanks Systems mtegratlor_\ YVIth new
5 ranspa!’ency _ 5 Changing technology and retiring legacy
!nnovatlon vs SecurltY - payments and P2P systems .
improved digital security in lending » Outsourcing to reduce costs and
fighting cyber crime and attacks gain specific skillset with low
and prevent online identity N ~ investment internally
frauds » Regulatory Technology
s “RegTech” utilising analytics and
» FinTech can be more than a - cognitive learning to establish
igi S
digital I.aank therefore r.ules and . behavioural patterns and identify
regulations of conventional » New Regulatlo.ns to Financial operational risks and issues
Financial Institution does not Regulator manage changing product Institutions

apply

portfolio and encourage
competition
> Effective Risk Models &
Compliance Processes
» Regulatory Technology
“regTech”



A broad range of reactions to the FinTech market

An analysis of the participants in the FinTech market shows a scattered range of strategies focussed mostly on
curation of FinTechs to find and develop the ‘killer tech’.

Demand
for FinTech
(Financial institutions)

Supply
to FinTech
(Technology based
corporates)

<«—— Defend

In house

development

Establishing its own
innovation labs to develop
innovative technologies for
own use and deployment

* Deutsche Bank 5 years plan
with €1B budget
* Bank of America

Accelerator
programs

Capital and mentorship to help
commercialise their products;
aiming to identify emerging
technologies early.

* Barclays Accelerator
* Wells Fargo bootcamp for
fintech startups

Partnerships

jointly create new banking

development

* Rabobank & Tradle

Partnership with FinTechs to

applications using a cloud-based

« Citigroup & LendingClub
for peer-to-peer lending

Venture capital

to harness their return on
investment potential and
influence their strategy

* Westpac’s Reinventure
$50M fund
* HSBC $200M fund

<«—— Grow

Incubators

Providing space, funds and resource to grow.
Facilitated through a tailored curriculum, expert
mentors & related events.

* Innovate Finance - Not for profit industry
body providing incubation services with the
aim of fostering policies, regulation, talent
development, business growth and
investment in the UK

* Fintech Innovation Lab - provides
connections, extensive beta testing,
features and corporate executive
mentorship.

Consultancies

IT solution providers

Seeding and funding start-ups

Adopt ——

Acquisitions

Acquisition of FinTechs for the
inclusion and augmentation of
innovation into their
environment

* BPCE acquisition of Fidor
* BBVA acquire Simple

Strengthen ———»

Technologists

Providing strategic advise and mentorship
to shape the FinTech’s strategy for
growth, leading to go-to-market
partnerships.

* Deloitte — Focus on blockchain with a
network of labs and Fintech partnerships

* McKinsey — Curation of FinTechs via
database/ catalogue, case studies with
insights on ideas, products, companies,
trends and news.

* BCG — providing curation of FinTechs whilst
facilitating M&A, with possibility of acquiring
its own stake.

Expanding their own offering
and/or integration to FinTech
to sustain existing sales

* Misys — Added digital banking
components and integration
tools to existing components

* Fiserv. New platform as a
service entity for re utilizing
their existing products

* SAP startup program focused on
getting more users and usage of
SAP HANA

Supplying technology components to assist
FinTech in their build. Joint development and
providing specialist resource.

* HP Ventures. Support start-ups on Cloud,
Data Centers, Big Data & Security

* Microsoft Fintech portal - to connect the
fintech community with banks.

* Accenture. 12-week program help fintechs
accelerate, leading to partnerships and
business development

* Google Ventures investment (eg Apigee) &
Fin. Innovation Now to promote policies



FinTech — the ecosystem platform

One of the first strategic objective of the Platform unit is to design and support the development of a full-
fledged industry ecosystem for all players in financial markets to come together and ‘create, design,
collaborate, compete, test and run in a structured way of working

Financial Technology

Institutions Corporates

“...demand for trusted and

tabl it ,, “...supplying robust, tested &
e - “ “ N

Ecosystem

“..searching for next generation of

“..creating innovative and
value...” Regulators disruptive technology...”

“..preserving access, stability & integrity...”



Role of an industry
sandbox

The Financial Conduct Authority, UK's regulator, and Innovate Finance has initiated the concept of an Industry
Sandbox - a proving ground for enterprise grade FinTech innovation to be taken into production —a mutually

beneficial platform for controlled introduction of innovation

Q.0

contribution
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FinTechs
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Industry Sandbox
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Financial
Regulator Institutions

. Supply of IT skills, products, research and

distribution network

. Access to new tech, co-created assets,

inorganic innovation, new markets and
opportunities

. Demand and funding for innovation and

productionised IT

. Supply of tested innovation new Intellectual

property and innovation

. Providing regulatory guidance and feedback
6. Receives insights into new technology

implications on economy

. Supply of new ideas, prototypes and

intellectual property

. Receives off market regulatory and industry

testing and feedback



It’s all about data

Companies are moving from process driven business models to
data driven business models.

We generate 2.5 Quintillion bytes of data each day
...and we have just started.

The next wave will be DEEP DATA.

( eg sensors on fingernails )

....fuelled also by Blockchain, 5G, Quantum computing



Al for Regtech

Purpose of Al deployment

Proportion of respondents (%)

Compliance requirements

Cost reduction

Greater accuracy

Greater speed to compliance
Uncovering rissthreats
Compliance insights

Transforming compliance processes
FTE reduction

Other

64%

Figure 7: Main challenges to implementing Al for FCRM
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Figure 12: Main challenges to implementing Al for financial risk
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Data availability 58%

Insufficient staff training/
knowledge

Regulatory sign-off

Computational challenges
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Figure 18: Main challenges to implementing Al for GRC
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Watson Financial Crimes KYC Platform

The Watson Financial Crimes platform includes a broad set of capabilities to streamline various KYC activities, improving
efficiency, increasing consistency, and providing for a better customer experience.
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Process Modules
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Surveillance Insight for Financial Services

Detect, profile and prioritize risky & non-compliant behaviour with holistic and cognitive insights
! ' ¢ ' 8 AN & /)

Fuse insights from multiple data View linkages with multi- Build employee profiles
sources over extended periods dimensional instant drill- analyzing personality &
| to detect suspicious activities | down & playbacks behavior traits
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Survelance Insight for Financial Sevices

,o%
=

="COMMUNICATIONS

Email
Chat

GIHECHEAL
Voice

Conmunicaton
Anaysis

News

I§ Social
i ’

w
c
Fy
<
m
r
"~
>
4
O
m

Continuously updated
risk models improve
alerts and investigations

Faster detection of Risk based prioritization of alerts
sophisticated scenarios and reduced false positives




Concerns

Ownership of data

Collecting and selling data

"Above legislation” companies — and the role of government
Cloud

The value of GDPR

A level playing field — legislation
(seen from a mid-size danish bank)



IBM’s Principles of Trust and Transparency.

* The purpose of new technology is to augment mankind, not
replace it.(“new collar jobs”)

 Data and the insights it yields belong only to the owner of that
data.

* Al should be open, transparent and explainable.

The phenomenon of our time — data — is also the issue of our time.
Increasingly we will all be judged on wheather we are not just dataminers — but data stewards.
We must handle business and individual data properly, being transparent about how it’s used and by whom

Ginni Rometty , CEO IBM Corp.



Thank you




tl\‘ll-r'l

FE RENCE FINANSTILSYNET

Closing remarks

Fintech conference 4 December 2019
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Deputy Director General, Finanstilsynet



— e
FINANSTILSYNET

Regulatory support and sandboxes

« We launched our fintech initiatives in the summer of 2017

 This is an engine check
= Are the initiatives correct and the tools appropriate?

 We are eager to learn more about how new technologies can be used
to create better financial services

Guidance Hand-held Start Up FT Lab Fintech Forum
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Intl. co-
operation

We are not scared of new technologies 2
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Open Banking — Healthy competition or unnecessary risks?

An untraditional way forward — innovation through regulation

There is a need to foster dialogue between the banks and the TPPs
— the FSA will consider how it can contribute more

We may need PSD3 (or 3.1) before we can deliver on the promise of
open banking

A key guestion (here and elsewhere) is data ownership
A o -

+*

OPEN BANKING?

We are not there yet 3
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Crypto assets — the hype is over...

The technology has matured — it is
not just bitcoin and AML issues

* |tis smart, but also difficult to
understand...

e ...and difficult to regulate —
especially within the narrow frame of
financial regulation

* Is new regulation necessary or can
the existing be adapted?

...but what is next? 4
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Big tech and the use of data

9 .

* Is the potential move of big tech into finance good or bad?

 Smart products and use of data, reach, financial inclusion vs.

« Competition and data issues, level playing field (and maybe even
guestion of legal tender)

* Anissue that is broader than financial regulation!

Weighing up different goals 5
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We would like to hear you views...

e —— T ——
FINANSTILSYNET

Discussion paper

Fintech - in the area of tension between financial regulation and new

technology

Deadline 15 February 2020 to fintech@finanstilsynet.dk 6
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