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Financial innovation is the process of creating new financial products, services, or
processes.

Financial innovation has come via advances in financial instruments, technology,
and payment systems.

Digital technology has helped to transform the financial services industry,
changing how we save, borrow, invest, and pay for goods.
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Nonbanking
ecosystems

Banking
ecosystems

Core
Spending

planning & \
Account control
consolidation

Insurance
Financial . Loyalty
education Accounts Credit discounts

Payments Investments

Accounting Cash Capital Legal
management markets setup /

certification

Financing

Tax

Reconciliation
management
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Marketplace Transactions

Retail

Trading
Customer

Ticketing Investment

Payments Payments

Crypto currency
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amily @ @ Crowd funding
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Mobile
Payments
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Cambridge
Centre

for Alternative
Finance

AE UNIVERSITY OF WORLD BANKGROUP
P CAMBRIDGE .,
Judge Business School OF THE WORLD

S 8841 Cigliad 9 89S duyie (CCAF) Jlo 0als (155501 sla,)Kaly 35,0 ™
sbaidl Gl poze 9 Gl SOL Sk ®
» Established in January 2015

" [nterdisciplinary research on

»the development of alternative financing instruments, channels and
systems, and

»related socio-economic, regulatory and policy implications.



CCAF Activities

Fintech Activity Taxonomy

* Two overarching groups:

= Retail Facing (i.e. providing financial products and services with a focus on consumers,
households and MSMEs, and more likely to be B2C) and

= Market Provisioning (i.e. those which enable or support the infrastructure or key
functionalities of FinTech and/ or DFS markets, thus more likely to be B2B)

» Based on sectors diversity and differentiated business models, this
includes 13 primary FinTech verticals and 103 sub-verticals.



Cambridge
Centre

for Alternative
Finance

;B UNIVERSITY OF

@¥ CAMBRIDGE
Judge Business School

May 2020

Fintech R o
Wh eeIS —— | Cr = %E%mmwmcwma

*

FinTech is defined broadly, encompassing
advances in technology and changes in
business models that have the potential to
transform the provision of financial services
through the development of innovative instruments,
channels and systems. This is in line with the definition
adopted by the IMF and World Bank in their joint Bali Fintech
Agenda (2018) and previous CCAF and World Economic Forum
publications. For the purposes of this study, FinTech refers both to
a set of activities (can be either regulated or unregulated according
to jurisdiction) contributing to the provision of financial services and
those entities facilitating them, which are predominately emerged
outside of the traditional finance sector.



CCAF Suptech Lab

Suptech Taxonomy / Suptech Survey

= This first iteration of the taxonomy covers camoridge
= 13 broad supervisory categories for Alternative
Finance

= subdivided into 87 use cases.

@ UNIVERSITY OF
«¥ CAMBRIDGE
Judge Business School

(www.cambridgesuptechlab.or)
8




CCAF

Global Fintech Regulator Survey

SECTORAL Banking  Payments Payment Open Digital identity Digital Insurance Investment CBDCs  Cybersecurity
LAYER systems  banking and e-KYC assets
Elements
of digital
. . . - D ti lat '
REGULATORY - Supervision Policymaking . . Competition cc?or?c?isn;izjengu atory transformation
Authorization Financial Issuance and Regulatory
RETLT and licensing stability settlement innovation People
LAYER Consumer Financial sector International regulatory
: : Enforcement  protection development coordination Processes
Function applied to)
Technologies
Data
APPLICATION : - - :
Data collection Data synthesis Data processin Data storage and management Data outputs and sharin
LAYER y P 9 9 9 P 9 Strategy
Culture
Values
Potential forms of data
e Consumer data Firm data Sectoral/market data Macroeconomic data Alternative data

DIGITAL REGULATORY AND SUPERVISORY INFRASTRUCTURE



CCAF

Cambridge Alternative Finance Collaboration Network (CAFCN)

Facilitating FinTech
market development

Inform & enable the
work & practice of:

Practitioners & Firms

Advisors &
Institutions Effecting evidence-based

Accelerate the Financial inclusion
creation & exchange of Consumers & > 3 Economic growth
FinTech knowledge Investors Poverty reduction

Regulators & regulatory changes

Policymakers
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Figure.3: A Framework for Financial Innovation, Regulatory Innovation, and Regulatory Objectives

Regulatory
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Regulatory
Objectives

Financial

Innovation _ or
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Market Failures -

Regulatory

Inertia

%
@

Source: UNSGSA FinTech Working Group and CCAF (2019)



Figure.4: Examples of Innovative Regulatory Initiatives Around the World
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GF

GLOBAL FINANGQAL NETWORK

N

* The GFIN built on the FCA's proposal to create a global sandbox.

* The Global Financial Innovation Network is a network of over 70
organizations committed to supporting financial innovation in the
interests of consumers.

" [t also aims to create a new framework for cooperation between
financial services regulators on innovation related topics, sharing
different experiences and approaches.



GF

GLOBAL FINANGQAL NETWORK

N

* GFIN cross-border testing workstream is a group of 23 regulators
from across five continents. This is a a solution for firms wishing to test
innovative products, services or business models across more than one
jurisdiction.



GF

GLOBAL FINANGQAL NETWORK

N

* This platform (GFIN) has been built in conjunction with Collaboration
for Development (C4D) -platform by the World Bank Group.

* The Global Financial Innovation Network Group is hosted as a
“Community of Practice” on C4D.



GFIN

GLOBAL FINANGQAL INNOVATION NETWORK

RegTech & SupTech
Workstream
Overall Chair
Financial Conduct Authority (FCA)
United Kingdom i
SupTech Regulatory Reporting
Special Unit Special Unit
Chair Chair
U.5. Securities & Exchange Guernsey Financial Services
Commission (SEC) Commission (GFSC)
Objective Objective
To share information and learnings on SupTech To share knowledge and learnings to inform
projects being employed in different jurisdictions regulatory reporting approaches across the
to inform requlatory work programmes and plan REgTECh Eco system GFIM and plan future regulatory collaborations.
future regulatory collaborations. Special Unit
Chair

Australian Securities and
Investments Commission (ASIC)

Objective
To share information and insight on RegTech
ecosystems to both inform regulatory
knowledge and identify industry use cases
Tor future areas of collaboration.




Bank for International Settlements

Irving Fisher Committee on Central Bank Statistics

®» Financial innovation in central bank statistics

’\ BANK FOR INTERNATIONAL SETTLEMENTS



&S BIS BIS Innovation Hub

* The Innovation Hub's work program is structured around six core
themes

oSuptech and Regtech
oNext Generation FMIs
oCBDC

oOpen finance

oGreen finance
oCyber security



& BIS BIS Innovation Hub Centres

» The Hub has multidisciplinary teams located in
@ Frankfurt/Paris,
®* Hong Kong SAR,
(%) Singapore,
%) Switzerland,
%) London and
%) Stockholm;
# Toronto (soon)

@ New YorK innovation Center was founded in 2021 as a strategic partnership between the BIS and the
Federal Reserve Bank of New York.



& BIS BIS Innovation Hub projects

* Project Raven: using Al to assess financial system's cyber security and
resilience

* Project FuSSE: aims to modernise financial market infrastructures

* Project Agora: central banks and banking sector embark on major
project to explore tokenisation of cross-border payments

» Project Aurora: the power of data, technology and collaboration to
combat money laundering across institutions and borders

" Project Neo: gaining new economic insights with Al and novel data
sources



& BIS BIS Innovation Hub projects

» Project Gaia: enabling climate risk analysis

* Project Symbiosis: Al and big data technologies for supply chain
sustainability disclosure

" Project Aurum 2.0: Improving privacy for retail CBDC payment

* Project Hertha: identifying financial crime patterns while preserving
user privacy within a real-time payment system

* Project Mandala: shaping the future of cross-border payments
compliance



& BIS BIS Innovation Hub projects

* Project mBridge: experimenting with a multi-CBDC platform for cross-
border payments

» Project Pyxtrial: monitoring stablecoins

" Project Leap: quantum-proofing the financial system

* Project Nexus: enabling instant cross-border payments

» Project Viridis: a climate risk platform for financial authorities
" Project Rio: monitoring of fast-paced electronic markets



< BIS BIS Innovation Network

* Launched by the BIS Innovation Hub in January 2021, aims to enable
and facilitate knowledge-sharing and advance collaboration among
central banks.

* The BIS Innovation Network consists of plenary and six working groups,
which align with the thematic priorities of the BIS Innovation Hub.

= [t provides a platform for central banks' experts to exchange views,
discuss technology trends, and to inform on member's latest projects
and initiatives.



Sectoral innovations

Payments, clearing and settlement services

Crowdfunding Retail Wholesale High-frequency trading

Investment
management services

Credit, deposit, and
capital-raising services

Lending marketplaces Mobile wallets Value transfer networks Copy trading
Mobile banks Peer-to-peer transfers FX wholesale E-trading

Credit scoring Digital currencies Digital exchange platforms Robo-advice
Portal and data aggregators

Ecosystems (infrastructure, open source, APIs)

Data applications (big data analysis, machine learning, predictive modelling)

Market
support
services

Distributed ledger technology (blockchain, smart contracts)

Security (customer identification and authentication)

Cloud computing

Internet of things / mobile technology

Artifical intelligence (bots, automation in finance, algorithms)



Bali Fintech Agenda
September 2018

Financial

Balance Sector Policy
Framework

International
Collaboration

Risks &
Resilience
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* FinTech is defined broadly, encompassing advances in technology and
changes in business models that have the potential to transform the
provision of financial services through the development of innovative
instruments, channels and systems.

" This is in line with the definition adopted by the IMF and World Bank in
their joint Bali Fintech Agenda (2018) and previous CCAF and World
Economic Forum publications.

* For the purposes of this study, FinTech refers both to a set of activities
(can be either regulated or unregulated according to jurisdiction)
contributing to the provision of financial services and those entities
facilitating them, which are predominately emerged outside of the
traditional finance sector.



Cambridge
Centre

for Alternative
Finance

B UNIVERSITY OF
1% CAMBRIDGE

Judge Business School

THE WORLD BANK

IBRD « IDA | WORLD BANKGROUP

B UNIVERSITY OF | Cambridge

Fintech
Wheels S QP CAMBRIDGE | St ae |55

Judge Business School Finance HET services

Based on sectors

FinTech is defined broadly, encompassing
advances in technology and changes in

business models that have the potential to dive rsity and
transform the provision of financial services
through the development of innovative dlffe rentiate d

instruments, channels and systems.

business models,
this includes

13 primary FinTech
verticals and

103 sub-verticals.

This is in line with the definition adopted by
the IMF and World Bank in their joint Bali
Fintech Agenda (2018) and previous CCAF
and World Economic Forum publications.

FinTech refers both to a set of activities (regulated or
unregulated) contributing to the provision of
financial services and those entities facilitating them,
which are predominately emerged outside of the
traditional finance sector.



