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The Latest in RegTech, Suptech



Background: Philippines

Population (2017) 104.9 million
Land area 300,000 sqg. km
Number of islands 7,641

Capital Manila

Administrative units 17 regions, 81 provinces,

145 cities, 1,489 municipalities

Official languages Filipino, English
Simple literacy (2013) 96.5%
Employment rate (July 94.6%

2018)

Poverty incidence of 21.6%

population (2015)
Average annual family
income (Oct 2016)
Inflation rate (Dec 2018) 5.1%

Exchange rate (Jan 2019) USD 1 = PHP 52

GDP per capita (2017) uUsD 2,989

PHP 267,000 (USD 5,106)
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Source: Philippine Statistics Authority (PSA) as cited by National Economic and Development Authority (NEDA)



- - . FIGI * cinnaiee
State of Financial Inclusion

in the Philippines @ @

ACCESS

UNBANKED A 8% of adults have savings, but...
993 7 in 10 keep their savings at home
out of
1 634 22% of adults have outstanding loans, but...
’

obtain their loan from
informal sources

cities and

_ b
municipalities / 5 »

of total number of deposit
40%B accounts

4 in 10
189, of adults have insurance

3% of adults have investment in bonds,
stocks, UITFs and mutual funds

of total amount of
67%

depOSitS I With at least one banking office

Unbanked 23% adults with a formal account
are concentrated

in NCR

Source: Bangko Sentral ng Pilipinas
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Opportunities for Digital Finance @ @

9 out of 10 18%

1/3 23

of the population median age of adults with payment  of account owners use
are millennials Filipinos 6 out Of 10 transactions account for payments
(PSA, 2015) (PSA, 2015) WlthOUt bank depOSit (BSP, 2017) (BSP, 2017)
but with mobile phone
(FINTQ, 2018)

) o 63% @O
113A’ 63A) social m:dia o

SIM E smartphone _
: penetration @

penetration adoption e Are socal 2018
(GSMA, 2017) (GSMA, 2017)

3 hrs, 57
63% o~ -
internet “ mlns E

average time spent on

social media per day
(We Are Social, 2017)

58%

unique mobile

user penetratlon users ®
(We Are Social, 2018) (We Are Social, 2018)
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RegTech and SupTech ) &
Regulatory Technology (RegTech):
any range of applications of FinTech for regulatory and compliance

requirements and reporting by regulated financial institutions. This can
also refer to firms that offer such applications.

Supervisory Technology (SupTech):
the use of FinTech by supervisory authorities.

Source: FSB (June 2017). Financial Stability Implications from FinTech
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Objectives

1. Keep pace with market developments
 Speed of change of business models, players, activities
* Availability of data

2. Leverage on technology to achieve
supervisory and regulatory objectives

Lower compliance cost

4. Signaling to market: openness to innovations

5o




F I G I ) FINANCIAL INCLUSION
GLOBAL INITIATIVE

Initial Challenges =X5

Legacy System
Legacy Lack of accessible
systems markgtplace of
solutions
b' TR
ROVEN Not enough “;W“&m; i Skills and
TRACK success & / \ e
RECORD odels /9\ competencies




RegTech Solutions Being
Explored by BSP

Ap.kg.. APl-based Prudential Reporting System

;,E Chatbot for Customer Complaints
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R2A Process

Inception Use Case Governance

Building Trust and Value Proposition Defining Project

Commitment Analysis Parameters Proof of Concept

R2A Production Prototyping Resourcing

Taking the Product to lterative Testing & Pairing Sponsors with
Market Development Tech Providers

RegTech for Regulators
Accelerator

Source: R’A
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Regulatory Reporting Process

Long reconciliation cycle due to

Reports in separate files )
bmitted in Excel based high volume of reports processed
submitted in kxcel base resulting to late feedback of

templates validation results

=

Report submission through
regular email from registered
senders

Some degree of manual intervention
required in report processing routine




API Solution for
Regulatory Reporting

FEATURES

APIs for data
transmission

Automatize
validation and
calculation

Dashboards to
digest information

Efficient and
secure database

BFA Project GAIN CREATORS

Management
resources

A technical team at BSP ready and
able to coordinate work

A vendor specialized in

PAIN RELIEVERS

Faster acquisition of
info from FSP

A differentway  Atool to run
to transmit data  complex validation
rules

A more efficient means of retrieving
and transforming data from storage
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©0

Capture

Vilee e e financial data

analysis
Validate financial

Timelier, more .
¢ data and indicators

targeted market

interventions Analyze data and

solvency/liquidity

Stronger evidence o
positions

base for regulation

Run stress tests
Big Data

applications DUTIES

Too much tirﬁé Vtio
acquire info from FSPs

PAINS
Excel limits Not enough staff

Security risks in data
transmission

Source: R’A
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New Data Architecture for @ @
Prudential Reporting

Supervised Central
Enti Bank
Pending Storing
validation aata ana
1a =_ \_J
ﬁ = )
Lin =2
irir Validation Processing of Data storage Interface for ad-hoc
process ﬂipp"cation output submissions analysis{ dynami{:
Processing analytical dashboard,
Int{zr{fla}ce and integration with
third-party tools
R2A Prototype
29 reporting schemes 1 unified scheme
~243 reporting templates ~210 reporting templates
~107,000 data points ~50,000 data points
Processing time avg. > 1,800 sec Processing time avg. ~10 sec
Validation in several layers, some spot checked by humans Single validation layer in dynamic business syntax
Layered reporting packages Single reporting package
Multiple processing and analytical layers Single processing and analytical layers

Source: R’A
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BSP’s Consumer Assistance
Mechanism

) Central
Voice Calls @ Bank
|
Complaints Complaints
FCPD consumer management resolution
| specialist interface database
Mail %
W s =—{
i =2
Email 4 b
1O,
Referral
_ Acknow- _
Kiosks and ledgment
walk-ins &E BSP-
Supervised
Financial
i Institution
Reply to complainant




Chatbot Solution for
Complaints Handling

FEATURES

Chatbot to
interface with
complainants

Machine
learning to train
chatbot

Dashboards to
digest
information

Efficient and
secure database

BFA Project GAIN CREATORS

Management
resources

A technical team at BSP ready and
able to coordinate work

A vendor specialized in
chatbots

PAIN RELIEVERS

Use of digital
channels

Automatic Mobile platforms

More time for
analysis

Timelier, more
targeted complaints
resolution

Stronger evidence
base for regulation

Consumer
welfare
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Capture and
categorize
complaints

Track progress
on resolutions
Mine complaints

data for signs of
financial stress

Investigate
potential
misconduct

DUTIES

Outmoded channels

limit reach

PAINS

Urban bias

routine manual

with wider reach

tasks

A more efficient means of retrieving
and transforming data from storage

Not enough staff

Inefficient storage and
retrieval of complaints

Source: R’A
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New Data Architecture for
Consumer Complaints

Central

i Electronic  Supervised
Bank CROE';’CE’IE’;{‘J'? o Portal for Entities
Database N’ Supervised Entities ==
Egj
Complaint case
database == ¢S == ¢S Call center com-
i == "#F1 plaintmanage-
lan =2 l.in 22| mentinterface
CaseManager™
Chatbot

Consumer

&’ specialist

Application

2l

Voice Calls Kiosks and

= Walk-ins
5 E& Mail Emails

S

L - J

Facebook SMS Future
Messenger channels Source: RZA




Moving forward
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Thank you!

Pia Bernadette Roman Tayag
Managing Director, Center for Learning and Inclusion Advocacy
Bangko Sentral ng Pilipinas
Email: proman@bsp.gov.ph
Direct Line: (632) 7087482



