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Overview of Financial Technology11
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Best available technology has always been used for money: 
to validate and record balances…
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…provide safekeeping,…
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…and facilitate transfers
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Technology is transforming every industry
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Always available

Where you want it

Tailored product

On-demand delivery

Asset-light business

Contextualization

Buy only what you want

Banking has lagged



Drivers of digital transformation in financial services
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Digital Finance
Low cost / 

Highly portable 
computing

Ubiquitous 
connectivity

Mass data 
storage and 

analytics

Regulatory 
change

Consumer 
expectations



Digital solutions are transforming the delivery of products and services across sectors
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NOT EXHAUSTIVE

Govern-

ment

Digital solutions

Private 

Sector

Traditional solutions

Agri-business

▪ Access to information helps farmers 
improve yield/connect with supply chains 
(mKrishi increased farmer profitability by 
45% in India)

▪ Isolated farmers work in a 
traditional and inefficient manner

Health

▪ Digital solutions are transforming 
access/affordability and, together with 
AI, showing growing potential for 
diagnosis & preventive care

▪ Traditional healthcare is 
doctor/hospital-centric and 
difficult/slow to scale

Power

▪ Off-grid energy solutions linked to e-
payments give access to remote 
populations (50M users so far, out of 
1.2B lacking access to energy)

▪ Due to limited grid coverage, 
rural populations are left without 
electricity 

Tax 

▪ Digital payments allow governments to 
increase tax revenue (Tanzania’s VAT 
digitization efforts expected to increase tax 
revenue by $477M) 

▪ Informality and lack of 
enforcement lead to significant tax 
avoidance and leakage 

Government 
payments

▪ Digital ID and payments ensures direct 
transfer of payments to confirmed 
recipients (reduce government leakage 
by $110B)

▪ Corruption and overpayment (e.g., 
ghost workers, duplicate social 
transfer recipients)

SMEs

▪ Online platforms and market places are 
accelerating access to markets/credit
(Taobao serves over 4.5 million SMEs in 
China)

▪ Small/informal enterprises lack 
access to markets / credit



Advances in Financial Technology hold the key to achieving the 
World Bank goal of Universal Financial Access by 2020
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Globally, 69 percent of adults have an account, up from 51 
percent in 2011
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In Africa in particular, access has been driven by mobile money



FinTech is helping address broader inclusion, which 
remains a challenge even for those with access
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Inclusion Challenges

1. High cost to serve 

small borrowers and 

savers, relative to 

revenue potential

2. Risk due to lack of 

credit history and 

collateral

3. Lack of skills, 

financial literacy, 

and bankability

Improved  
access, and 

automation of 
services, to 

reduce cost-to-
serve

Leveraging 
data and 

connectivity of 
people and 

assets to 
assess and 

manage risks

Tailored  
products and 
non-financial 

services 
appropriate to 
each segment

Potential Fintech-enabled Solutions



The pace of technology adoption is accelerating

13



FinTech is impacting a wide range of financial services..
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…and re-configuring business models in ways that 
challenge existing regulatory approaches
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Existing Regulatory 
Framework

New products and 
services

Hybrid businesses 
that cut across 

regulators

New providers 
from outside the 
regulated sector

Disaggregated and 
recomposed value 

chains

P2P

Cryptocurrency

Robo-Advisors

Big Data Credit 
Scoring

Marketplace 
Finance

E-Commerce 
Lending

Mobile 
Remittance

E-Wallets

Cloud-
Based 

Services

Micro-
insurance

Personal 
Financial 

Management

PayGo
Solar 

Leasing

Carrier 
Billing



Impact of FinTech on Regulatory Objectives
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Challenges
Ensuring 
control of 

potential risks

• Potential Risks to financial stability, integrity and consumer 
protection

• Trade-off between policy objectives: How to reach the 
appropriate balance?

Financial 
Inclusion

(new better and 
more affordable 

Financial 

Services)

• Game-changer: exponential technologies (internet connectivity, 
mobile, cloud)

• Expand and enhance offerings
• Reduce the cost of serving the bottom of the pyramid
• Improve convenience: collection and analysis of data for 

enhanced customization.

Regulators must balance the risks and benefits of 
financial innovation

Leveraging the digital opportunity does not come without challenges
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High level considerations for Policy makers and the international community

12 Elements, grouped into 4 Objectives
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World Bank – IMF Bali Fintech Agenda



WHY?
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Rapid transformation of financial sector via advances in technology

Given fintech’s global nature, country authorities’ requests 

to facilitate information sharing and cooperation

Outline high-level considerations for policy makers and the international 

community – still at early stages of information gathering

Engagement with Standard Setters  

IMF-World Bank interest reflects our universal membership, 

focused on respective areas of expertise and mandate

Rapid transformation of financial sector via advances in technology



12 elements of The Bali Fintech Agenda

Foster enabling 
environment to 

harness 
opportunities

(II) Enable New 
Technologies to 

Enhance Financial 
Service Provision

(III) Reinforce 
Competition and 

Commitment to Open, 
Free, and Contestable 

Markets

(IV) Foster Fintech to 
Promote Financial 

Inclusion and Develop 
Financial Markets

(I) Embrace the Fintech 
revolution

(VII) Safeguard 
Financial Integrity

(X) Develop Robust Financial 
and Data Infrastructure to 

Sustain Fintech Benefits

Address potential 
risks and improve 

resilience Business continuity

Operational risk management

Privacy 

Cyber security 

Data ownership

Consumer protection

Data security and integrity 

Concentration risk management 

AML/CFT RegTech

(IX) Ensure the 
Stability of Monetary 
and Financial systems

Promote 
international 
collaboration

(XI) Encourage
International 

Cooperation and 
Coordination, and 

Information Sharing 

(XII) Enhance Collective 
Surveillance and  

Assessment of Financial 
Sector Risks

(V) Monitor 
Developments Closely 

to Deepen 
Understanding of 
Evolving Financial 

Systems

Strengthen 
financial sector 

policy framework

(VIII) Modernize Legal 
Frameworks to 

Provide an Enabling 
Legal Landscape

(IV) Adapt Regulatory 
Framework and 

Supervisory Practices 
for Orderly 

Development and 
Stability of the 

Financial System
DevelopmentStability Trust

Financial system

Data 

Privacy 
Insolvency

Resolution
Data 

Security  

Smart 

Contracts  
Payments
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(II) Enable New Technologies to 
Enhance Financial Service Provision
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Fostering enabling environment to harness opportunities

Key issues: strengthen institutional capacity; improve 
communication with stakeholders and across 
agencies; and expand consumer education

Key issues: facilitate development of and fair access 
to telecom and internet infra; financial 
infrastructure, digital IDs; digitize Government data 
repositories; and leverage technology to make 
cross-border payments efficient.

(I) Embrace the Fintech revolution



(III) Reinforce Competition and 
Commitment to Open, Free, and 

Contestable Markets

(IV) Foster Fintech to Promote Financial 
Inclusion and Develop Financial Markets
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Key issues: treat similar risks equally, apply laws and 
regulations proportionately; avoid market 
concentration and abuse; foster standardization and 
interoperability

Key issues: embed fintech in national financial 
inclusion and literacy strategies; foster knowledge 
exchange; digitize government payments; leverage 
fintech to advance financial sector development

Fostering enabling environment to harness opportunities



(V) Monitor Developments 
Closely to Deepen 

Understanding of Evolving 
Financial Systems

(VI) Adapt Regulatory Framework 
and Supervisory Practices for 

Orderly Development and Stability 
of the Financial System

Strengthen financial sector policy framework…

Key issues: enable flexible data 
gathering frameworks to identify 
obstacles to innovation and new risks

Key issues: ensure regulation remains 
adaptable and conducive to 
development, inclusion, and 
competition; consider new approaches 
like regulatory sandbox; address new 
risks and (cross-border) arbitrage 

(VIII) Modernize Legal Frameworks 
to Provide an Enabling Legal 

Landscape

Key issues: legal predictability to spur 
investment; legal basis for smart contracts 
and electronic signatures; address legal 
gaps

Data 

Privacy 
Insolvency

Resolution
Data 

Security  

Smart 

Contracts  
PaymentsDevelopmentStability Trust

Financial system
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(IX) Ensure the Stability of 
Monetary and Financial systems

(X) Develop Robust Financial and 
Data Infrastructure to Sustain Fintech 

Benefits
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Address potential risks and improve resilience…

Key issues: Digital currencies, distributed 
ledger applications to payments, lender 
of Last Resort and other safety net 
arrangements

Key issues: Cyber security and 
operational risk management, risk of 
concentration in third-party service 
providers,  data governance frameworks

(VII) Safeguard Financial 
Integrity

Key issues: mitigate AML/CFT risks 
that crypto-assets and other 
Fintech developments may pose, 
potential of Regtech to strengthen 
AML/CFT compliance

Business continuity

Operational risk management

Privacy 

Cyber security 

Data ownership

Consumer protection

Data security and integrity 

Concentration risk management 

AML/CFT RegTech



(XI) Encourage International Cooperation and 
Coordination, and Information Sharing 

(XII) Enhance Collective Surveillance and  
Assessment of Financial Sector Risks
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Promote international collaboration

Key issues: to avoid regulatory arbitrage and a “race to 
the bottom”, to monitor global risks, to facilitate a global 
enabling regulatory and legal environment for fintech, and 
to stimulate sharing of opportunities

IMF and World Bank can provide capacity 
development in the areas of financial inclusion, 
consumer protection, statistics gaps, financial 

integrity, regulatory and legal frameworks, and 
cyber security



Fintech Policy levers and objectives
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Regulatory Tools to Enable innovation

R
e

gu
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Maturity & Experimentation of Market

Extensive

Limited

Limited Broad

Updated Law and 
Regulation 
(legislative)

Incremental 
change by 
licensed 
entities Wait and See 

(liberal)

Test and 
Learn 

(bespoke)

Balance risk vs. 
enabling 

environment for 
innovationRegulatory

Sandbox

Wait-and-See: Monitoring a Trend to understand it better before any intervention
Test-and-learn: Custom framework to test a new idea in a live environment
Regulatory Sandbox: live, time-bound testing of innovations under a regulator’s oversight.
Regulatory Reform: Reform Existing policy and regulation to allow for new licensing of innovations
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Regulatory Tools & Frameworks to Enable Innovation
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…depending on country circumstance
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Approaches to Regulatory & Policy Reforms / Laws

Comprehensive 

FinTech Law

• Overall scope and 

definition

• Specific known 

innovations

• Scope to cover 

further innovations

Comprehensive 

FinTech Law

• Overall scope and 

definition

• Specific known 

innovations

• Scope to cover 

further innovations
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Open Banking/ 
APIsDigital 

Payments

Digital Assets/ 
Crypto-
currencies

P2P / 
Marketplace 
Lending

Innovation-Specific Law or Regulation



Comprehensive FinTech Law – Mexico
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Thailand – Product-specific laws and regulator 
engagement with innovators

32

Digital Asset Law



Wait and See Approach
Monitoring a trend to understand it better before intervention..

Source: Aveni and Jenik 2017

P2P lending in China – Policy interventions
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Different approaches to encourage innovation

Accelerator Sandbox Innovation Office Advice Unit

Projects or programs by 
regulators or Central 
Banks where private 
sector firms work with 
the public authority to 
address specific 
problems unique to the  
authority using 
innovative technologies. 
Inward focused towards 
the authority.

Live testing of new 
products/services in a 
controlled environment. 
Outward looking and 
serve to (for e.g.) 
encourage competition 
while helping new firms 
maneuver the 
regulatory environment 
in a measured manner. 

Supporting, advising 
or guiding regulated or 
unregulated 
innovative firms to 
navigate the 
regulatory framework. 
Accessible to existing 
and start-ups, 
enabling open 
dialogue with the 
supervisor. 

Dedicated unit 
considering how 
Fintech affects the 
Central Bank’s mission.
No defined mandate, 
but main 
considerations are the 
policy implications of 
new market 
innovations.
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What is a Regulatory Sandbox?
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Requisites
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Important to define the Objective

It is vital that countries can actively define the objective for why they want to 
create a sandbox. e.g.: 

 Is it to improve their supervisory or other (technical) capabilities?

 It could even be used to review their regulatory framework?

 Or maybe, like the FCA, they want to stimulate competition in the market;

 Another reason could be bridging a gap in the current financial services 
provisions of the country;

 Or there could be an overarching objective to enhance financial inclusion
or increasing financial stability (implemented by attracting solutions 
directly relevant to these objectives only)

 Sometimes, the objective could also be to attract talent and investment
from sources outside the country.
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Typical Sandbox Lifecycle

IDENTIFY
Assessment against 
Sandbox Objectives 
and Eligibility Criteria

TEST
Testing Period

Usually 6-12 months

PLAN
Risk Protection 
AML/CFT disclosure

Consumer Protection

CONTROL
Evaluation and 
Monitoring by 
Authority

POST-TEST
License 

Cease and Desist

Regulatory Change
Applicants submit a 

proposal to the 
Sandbox

ANALYSE
Initial long-list pitch 
to a 
multidisciplinary 
panel
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Leveraging Sandboxes for Inclusion

To date, only very few regulatory sandboxes have stated financial inclusion objectives: 
e.g.: Malaysia and Bahrain.
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Malaysia Case study: Remittances Firm

• World Remit, a UK-based FinTech remittance company mainly 
serving emerging markets, was admitted in Bank Negara 
Malaysia (BNM)’s regulatory sandbox

• As part of the sandbox, World Remit was interested in testing its 
online KYC process, even though Malaysian law required 
conducting KYC checks in person

• The sandbox allowed WorldRemit to work in a controlled 
environment and show BNM how it works so that they could get 
confidence in the online KYC process.  The testing was successful 
and well received by customers

• As a result of the tests performed by World Remit in the 
sandbox, Bank Negara Malaysia is currently working on draft 
regulation to allow online KYC checks

Provides a good example of a regulatory sandbox facilitating 
innovation and benefiting financial inclusion
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Reducing the time and cost of getting innovative ideas to market

Improve communication between regulators and Fintechs

Facilitating greater access to finance for innovators 

Enabling a formal framework for products to be tested 

Working to ensure appropriate consumer protection safeguards 
are built in

Introducing greater competition to the market

Lowers uncertainty on the need to be regulated

Benefits
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Potential Risks of Implementing Regulatory Sandboxes
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Regulatory Sandboxes Around the World
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Innovation Offices Around the World

Key Insights
• Good option for capacity constrained 

regulators
• Facilitates engagement with FinTechs
• Allows regulators to identify emerging 

issues
• Requires no changes in legislation

Key Insights
• Good option for capacity constrained 

regulators
• Facilitates engagement with FinTechs
• Allows regulators to identify emerging 

issues
• Requires no changes in legislation
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Key Implementation Guidelines for Regulatory 

Approaches to Innovation

Conduct a feasibility 

assessment focusing on 

capacity and objectives

Engage with a wide range of relevant 

stakeholders; consult to identify 

challenges and crowdsource solutions

Ensure executive buy-in and 

institutional support, 

focusing on mindset and 

culture

Sequence and combine a variety of 

approaches for regulatory innovation

Start small, 

experiment often 

and get quick wins

Be adaptable, 

flexible and open to 

refining the 

approach

Facilitate inter-agency 

coordination and 

collaboration

Develop a theory of impact and 

metrics of success

Ensure 

proportionality
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Key Challenges
• New entrants providing financial services but don’t 

fit an entity-based regulatory structure
• New products don’t clearly map to rules/regulators
• Regulated institutions seeking to adopt new 

technologies that regulations don’t cover or 
supervisors are not equipped to assess and monitor

Goals
• Ensure financial stability and integrity
• Encourage and accommodate 

innovation (for efficiency, inclusion)
• Protect Consumers
• Foster competition

1. No one size fits all;
2. There are a number of regulatory approaches to enabling fintech, depending on the appetite of 

the regulator and the maturity of the market;
3. Apply existing structures first; distill to the essential activities and strive for definitional clarity 

to determine which regulator covers the hybrids and new combinations
4. Activity based, entity neutral (same opportunity to innovate as a bank or as a fintech)
5. Principles based approach, applied at the granular level of fundamental basis for regulation
6. Tech neutral: As long as it meets standards for security, privacy, robustness, we shouldn’t care 

what specific technology is used underneath 

Emerging Regulatory Principles

Developing an Innovation-Supportive Regulatory Strategy 
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Questions?

This Photo by Unknown Author is licensed under CC BY-NC-ND
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http://www.markblinder.com/2009/06/26/how-do-you-want-to-be-remembered/
https://creativecommons.org/licenses/by-nc-nd/2.0/

