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International Central Banking &
Regulatory Experience
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Banc Ceannais na hEireann
'.’ Central Bank of Ireland

Eurosystem

Director of Enforcement & AML/CFT
Supervision (Senior Management
Committee)

ASIC

Australian Securities & Investments Commission

Senior Officer, Legal Division &
Registrar, Federal Tribunal

a SNSRI Sl

CEXY,
= j Saudi Arabian Monetary Authurll}r

(Consultant) Advisor to Deputy
Governor of Banking Supervision
(Supervision/Enforcement)

FINANCIAL
CONDUCT
AUTHORITY

(FSA) Enforcement Lawyer

Organisations went
through transformational
change.

All now focussed on
innovation, fintech and
digital transformation.
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“Big, traditional banks are not developing their digital offering” rintech

www.FintechUK.com

Hi Peter

| remember the event well - thanks for connecting. Let’s touch base on this. | will be leaving [BANK
NAME] in a few weeks’ time and am looking for a new challenge in the digital banking space. So maybe
not the right moment to beon a panel or webinar - or maybe even more so once | have shed myt|es to
[BANKNAME] fraditior ank: | ffering

[Senior Executive, Digital Products and Innovation at UK Systemically Important Bank. 20 year banking CV,
September 2020]
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What do Central Banks do? S
intech UK

www. FintechUK.com

Functions of a Central Bank

Issue money - ~ Monetary policy

Notes and coins Set interest rates

Central Banks

Ensure stability of l Lender of last resort to
banking system government

Lender of last resort to
commercial banks
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What do Central Banks & Regulators care about? Fintech UK
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Financial Stability (Prudential / Conduct Risk) m
Market Integrity (Prudential / Conduct Risk)
Consumer Protection (Conduct Risk)

| i | | ' | 1N -'--‘\l I |: -{'-":' II .-,'.:I C
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Financial Crime (Pruaentis
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Central Bank has identified that it will act on the emerging risks,
opportunities and challenges presented by financial innovation
and the rapidly evolving technological landscape within which it,
the firms and individuals that it supervises and regulates
operate.




Regulators — how they think Sl
(Probability v Impact) R
Impact
Trivial Minor |Moderate| Major | Extreme
Rare Medium | Medium

Py Unlikely Medium | Medium | Medium

E Moderate Medium | Medium | Medium

E Likely Medium | Medium

Very likely| Medium | Medium
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Regulators — how they think

(categories of risk|
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FCA’s Approach to International Firms b~
- important to understand regulator’s mission & objectives RS

Aninternational firm that performs or

— | Information plans to perform any activity that
Mark: =
In:-Irr;mu | B :;:‘:::’ ,F,ﬁ_:lw requires authorisation needs to
- m = demonstrate:
W [tis ready, willing and organised.

M |t meets the relevant minimum —

standards.

the firm ready, willing and organised? When assessing the firm against
minimum standards we consider it
against our general expectations,
for example, around:
Does the firm s the nature of the firm's operations

meet the relevant » the firm’s personnel and decision-

minimum making

standards? « the firm'’s systems and controls
» the factors relating to the firm's
R home state

v

We also consider the extent to which
the firm presents and offers adequate

Approved o mitigation against the risks of h
Approv ) R gation against the risks of harm
i “Z”‘Qf':‘;;‘,‘,@*‘ Lo it poses, including the 3 risks described

in this CP and any other relevant risks
of harm relevant for the firm.
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Enforcement — where you dontwanttoend up SRS

Statement of Palicy FEA‘ E?ﬁé?'
The Prudential Regulation Authority's

approach to enforcement: statutory FCA Misslon:
statements of policy and procedure Approach to Enforcernent

October 2019

|Updaiing March JiEH)
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Personal Accountability =he
- not limited financial services misconduct JFintech UK

Senior Managers Regime enhances the accountability and
gEg& responsibilites of a namower and more senior set of FEA Emgg;} Search
individuals, including the senior execulives of the AUTHORITY
regionsifunclionsibusinesses and non-executive directors
l who chair board committees. About us Elrms Markets Lonsumers
L R okt R e e e o e o e Ve S s e R A
% Certification R&glme requires a broader number Df Home / HMews/ BCA bans theee (ndividwals from working dn the Ansnclal sepvdces industry for non-financial misconduct
& employees whose jobs mean they can have a significant o . . . .
g o . impact on cuslomers, the fim or market inlegrly o be FCA bans three individuals from working in the financial
9 Significant Harm Function certified by the firm {not by regulators) as being fit and proper R : ; 2 i
c and their managers to undertake their role. services industry for non-financial misconduct
0

Press Releases | First published: 05/11/2020 I Last updated: 05/11/2020

Conduct Rules sets out enforceable behavioural standards
that will apply to almost all individuals in the firm, The Financlal Conduct Authority (FCA) has prohibited Russell David Jameson, Mark Harsey,
and Frank Cochran from working In the financial services industry following findings that
they are not fit and proper. Each of them had been convicted of serlious non-financial
indictable offances while working in the financial services industry.

Above categones, NEDs who are not
senior managers and all olher
employees (excluding ancillary staff)

https://www.fea.org.uk/news/press-releases/fca-bans-three-individuals-working-
financial-services-industry-non-financial-misconduct

Source & ©: https://www.dlapiper.com/pl/global/focus/accountability-
regime/overview/




Increasing Regulatory and Litigation Costs ==
- the “societal good” argument for RegTech! e

“Global banks’ misconduct costs have now reached over $320 billion
(AUD420) - capital that could otherwise have been used to support up
to S5 trillion of lending to households and businesses,” Mark Carney,
Former Governor, Bank of England, Speech to the Institute for
International Finance in Washington, April 20, 2017

° That €5 trillionfigure could increase by as much as 25%, i.e. to €6 trillion

that could otherwise have been used to support lending to households
and businesses

High fines “do make a difference but it’s taking time to achieve that
change”, Mr Wheatley [former CEO FCA] told the Financial Times. “I
do think we’ve been successful in driving change at board level. But,
for us to drive change through the culture of the organisation, that is
a work-in-progress.”
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Pre-Covid v Post-Covid 1S,
Observations Regulation & Commerce R com
* Pre-Covid - Post-Covid
* Regulation Q3 2019 (US) - 25% of firms supervised by the BoE
* 41%increase in the overall level of have increased plans to invest in
effort required by financial machine-learning

institutions to keep up with
regulatory change

* Hours consumed in change efforts
jumped up 46% from the Q2

38% of people say that they have
discovered a new payment
provider (Capgemini)

« Compared to Q3 2018 effort is up Enhanced scrutiny of all finserv
28%, F‘”dag;”rs consumed up a  Contactless card spending - £8bn
massive o7 during July 2020

* 80% of UK fintechs were loss . :
: up 22.5% on previous month
making

up 11.1% on year earlier
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“it was extraordinary that EU-UK negotiators
were spending so much time haggling over the
fishing sector while devoting so little
attention to financial services, given the
latter's importance to the UK economy...

We don’t want [services] to be the neglected
child of an acrimonious divorce, carrying its
pyjamas between its parents,”

Catherine McGuinness, Deputy
Deputy & Chair of the Policy and
Resources Committee

Source: Financial Times 23/10/2020
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Should the UK align its rules with Europe post-Brexit? RS

“It is not desirable at all to align “It's generally true that there's
our approaches, to tie our hands much less ammunition for all the
and to outsource regulationand major central banks than they
effectively supervision of the previously had and I'm of the
world's leading complex financial opinion that this situation will
system to another jurisdiction.” . S— persist for some time,”

Source: https://www.dailymail.co.uk/news/article-7864149/Mark-Carney-warns-against-accepting-EU-financial-rules-Brexit.htm| 8 January 2020
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Financial Services 3.0 S T

P I n d u Stry www.FintechUK.com

. Traders set to don virtual reality headsets in
their home offices

UEBS looks at recreating busy trading floors with London VR experiment for homeworkers

Citigroug’s augmented reality workstation, comblning 3D holagrams and real-time financial data, The bank developed the system
four years ago but never implemented [t © YouTube

L Owen Walker, European Banking Correspondent SEFTEMBER 18 2020
ko =gy
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Sandboxes & Innovation Hubs o ]

— a pathway to better regulation and outcomes?  SHERLES

Sandboxes

Observations

© Product testing more common than
policy testing
Granting waivers or ‘sandbox license’
may require legislation
Resource intensive
Regulatory coordination essential for
rmulti-regulator jurisdictions

T Operational Sandboxes (Green) Forthcoming Proposed
Al Dhsabit Japan Aussla Sandboxes (Crange] Sanddibsones (D)
Australls Jordsn Saudl Arsbla Ebermanta China
Dahran Wazakihstan  SlorraLeone Brazli v
Drurwi Lithuania Singapore ndla Fl
| Canada Malayala Swltzacland Indonesla larael
Denmark Mauritius Talwan Jamakca Japan
Dubal Maoramblgue  Thallang Kenva Malta
Hang Keng Nothorlards UK Maenkeo South Kores d
Hungary Migerla usA Morwiy SrlLanka ‘% Flnanclal
indis Philippines Spaln Uganda v S Incluslan
| Indonesla Paland 5
WORLD BANK GROI Sources: European Supervisory Authorities (2019), Jenik and Lauer (2017), Mueller et al. (2018),
Finanos, Compatitiveness & Innov DFS Observatory (2018), and UNSGSA FinTech Workifqpsroup and CCAF (2019)

Source: https://www.hceao.nt/sites/default/files/inline-files/Session%207_%205andboxests20innovationd 200fficests 20and%20Accelerators. pdf
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Financial Services 3.0 SN
- Central Banks & Financial Regulators
* Rise of the Digital Central Bank and Financial @ wneorencuamo
Regulator Speech
* SupTech g,mm |
* CBDC st

* We can’t ‘go it alone’: Central Banks need to partner T
with a broad range of stakeholders given the breadth e s b el
of issues presented by CBDC |

* Remote and real-time supervision

Thrsk i b Louie Eggeil. By Chowla, Ml Do, 'Vane Pird. Andniw Wieiworn®, Haohel Orsensr,
Woathbeen Bishe, Tom B, Victona Clalarad and Aradrow [auser e e advice nred suggoston

AR sgechos oo rvnlable ordea 81 wew bankal england oo ubraes'spesches aed B 0ol PeasOSon
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Aide memoir of EU
Cybersecurity
Framework focused
on Financial Services
and Fintech

Produced by
CompliReg.com
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EU Cybersecurity Framework (Financial Services & Fintech) — e

Fintech UK

www. FintechUK.com

Privacy &
Electronic
Communications
(Proposed)

PCI fDSS
(eredit/debit card)

{not issued by EU but
important far EU fintech)

Network &
Information
Security Directive

General Data
Protection
Regulation

Cybersecurity Act
(Reg 2019/881})

* EU Fintech Action Plan

* Consultation on Digital
Finance Strategy

* EU Cybersecurity Strategy

* Digital Single Market
Strategy

* Data & A.l. Strategy

elADS Regulation \

Payment Services EBA Guidelines on
Directive 2 ICT / Security Risk
Assessment

Joint Advice of the
European
Supervisory
Agencies

Member State
Data Protection

Commissioner
Requirements

ember State

Central Bank &
Financial
Regulator

Requirements

EBA Guidelines on
Outsourcing




What else is coming down the line?
EU’s Digital Finance Strategy
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A Digital Single f
Market for financlal fral

financial data
space to promote

-

™Y
Enabling EU-wide Interoperable digital

Identities in finance

Open finance: Promoting business-to-
business data sharing in the EU financial
sector and beyond

4 I.»’ o I qu# the coronavirus
f Al mimuu firnancio spplication
/ e Eumpe by 729 i o waek B L that conumens have better stoess and

services

A DIGITAL FINANCE
STRATEGY FOR EUROPE

A Eumapean

A regulatory

mework rulluntlnq

Innovation

Addressing the
risks of digital

B Siet iuded g deetify custemen snd prevent
monay Wandeing

B Pave the way fer harmonised  cusiomer
idemification rules in EU Msmbser States.

B Single daytal identdoation across Eurogs 0
lkow For Fast and easy ot bames denlificaton
Busintdses would have a singhe solubion
Cistomars would oy need Lo ldentify
themiselves once

condrol over thise personal data.

B Algw BLCERS 00 MOre CBImeEr and buness
datn which weuld enable francial services
providers 1o offer more personalaed services.
address oustomer needs I, A Raillor-madd
AN,

B Enable people and butinesse 10 compare
products and fnd mare coat-eMective opbens

-

#

W

Clear and comprehensive EU rules for

= Mitigating risks of digital transformation
rjlan..\ driven transfosmation TR T T T T T
nnayvation
oparational resllience
Cryplo has patentiol to reduce poyments
o A ,u"" "\ During the pondemic. eyberotinks on
" I A1 oot | lkneort fox [ crrko-inects [ with '\_ « /) financiol institutions have risen by 38%.
: e EoeThume
4 i e s | I o
: operational reslience regUTEMEnts I eure o
safe Ainancial system acrest sectors and avead
= [ THE BINEFITS OF DIGITAL FINANCE l -! m:d";sm" ""-"““’“" i ime
5 i covimars w new K WPy
i rum'.: et B Crilical IET thindpaity providens (eg ol

Better financial products
For consumens and new
ways ef channeiling

Supports Europe's econaemic
recavery stralegy and opens
up new channels to mobdise

Cross=border digital fnance
will enhance finandial
market Integration in the

Strengthen Europe's abiliy
to retaln and relnfarce our
open strateglc artonamy

W Reap the benefits of crpto-msets while
regulabinn ther risks, such as thefis from degital
wibllets, fraud, Lse for money Lndenng

computing services] will be subject 1o oversight
k0 endune Wby do not pode undus opevatonal
righs foe fnance

~

Ensuring “same activity, same risks, same rules"

Tunding to EU businesses, Funding 10 suppart the Green Tlanking Unlon and the In finarcial services.
L pRcUNAR EvL: D""s;’,‘:’t::;::‘j:‘f'm"{"“l AL bR i B From traditional market actors (banks, insurance and investment companies) to Fintechs and Bigtechs that

provide payments, savings. insurance, everyone is subject to supervision,

B Supervisors will be better equipped to avold risks in the financial system and therefore to better protect
financial stability,

Source: https://fec.europa.eufcommission/presscorner fdetail/en/IP_20_1684
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UK, EBA & Ireland - Diversity Matters Z1S,

. Fintech UK
- Boards & Senior Management o

thought, background, experience and intrinsic and extrinsic characteristics

“the PRA expects boards to have the diversity of “overall improvement in the number of female
experience and capacity to provide effective challenge applications to 24% (compared with 22% the previous
across the full range of the firm’s business.” -1, < year). We found the biggest improvement came in the
' LS banking sector where 31% of applications were for
women... [yet] there remains a pronounced gender

“Based on data as of September 2018, still many imbalance at board level and in revenue generating
institutions, 41.61% out of 834, have not adopted a roles”. [sample size circa 5,000]

diversity policy”.

FCA CEO informs Treasury Select Committee that it may “Lack of diversity at senior management and board level is
block appointmentsto improve City diversity. - a leading indicator of heightened behaviour and culture

risks”
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Does your front end mask your real back-end? 1S
-Tec Fintech UK

hnology, Culture, Risk, Compliance

Front—end

Source: https:/fwww.hceao.nt/sites/default/files/inline-files/Session%207_%205andboxeste20innovation 200fficest 20and%20Accelerators. pdf
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hello@fintechuk.com
peter@peteroakes.com

UK: +44 75 635 26834
Ireland: +353 87 273 1434

https://ie.linkedin.com/in/peteroakes
https://www.linkedin.com/groups/8321352

https://twitter.com/Fintech HQ
https://twitter.com/oakeslaw

https://FintechUK.com
https://peteroakes.com




