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Team BIo

Pauline Wray

Managing Director,
Expand, Asia

More than 15 years of experience
in the financial services industry
and 11 years at Expand, opening
the professional benchmarking
arm of BCG in New York and Asia.
Member of Expand / BCG
leadership and advisory board
across all Fl sectors.

Leads the management and
strategic direction of Expand

i n Asia and BCGOs

Control Tower globally
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lan Loh

%\ Project Lead,

Singapore
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Responsible for Expand
Technology Risk management
practice. Providing actionable
intelligence to global firms, leading
project leader for all engagements
with Australian banks. Previously
worked at JPMorgan.

Leads Expand Asia research
team, benchmark portfolio

F i antdechRisk practice

Simin Liu

Lead Analys, BCG FinTech Control
Tower

Issue #18: RegTechin Financial

Responsible for the delivery of Services
BCG%U O A RigTeadh Control

Tower research and initiatives in

APAC. Previously held strategy
OOTEO IR xEE #//170
business intelligence role in the

Finance division in one of
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APAC lead for BCG FinTech
Control Tower delivery
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Our RegTech
Research

RegTechs
mapped

Source: BCG FinTech Control Tower
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FinTech Control Tower




With 7 broad categories and 15 sub-categories

ransaction
o °
- ehavior
New Techniques Verification
Regulatory . Reportin Risk . Limits Tracking
Management Info. P J Analysis Modelling
Data General
Capture & Compliance I Enterprise Sol.
Integration Reg. Workflow Auto.

Analysis &
Training

° Interpretation

Source: BCG FinTech Control Tower
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Regional distribution and growth of RegTechs

Americas : 131 firms

APAC : 72 firms

South Korea (30/cher (3%)
Hong Kong (7%)

EMEA : 202 firms i 19

Other (12%)
United Kingdom
(42%)
14%  20%

Canada (4%{2ther (1%)

Australia
(39%)

Germany (4%)

France (4%)

Luxembourg (5%)

United States

(95%) Israel (5%)

Netherlands (6%)

Ireland (9%)

Switzerland (14%)

Data Capture

Reporting

Monitoring
13%

& Integration
14%

9%

Source: BCG FinTech Control Tower
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One driver Is the expanding regulatory environment

USD 77 billion

Range of regulatory
penalties each year
globally, 2011 to 2017

Increase year-on-year in
number of regulatory changes

USD 22 hillion

Source: Annual reports; press articles; Thomson Reuters cost of compliance study (regulatory changes); BCG analysis. More information in the BCG Global Risk Report 2017

d.
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Technological developments are another key driver

. Data Capture & . : : Reg. Analysis & General

67% of
RegTechs
leverage new
enabling
technologies

% firms using Al
orDLTas acore
technology

Robotics
Eﬁ¢ Process
Automation

(32%)

Machine
Learning
(18%)

- Natural
";’\_.x__ Language
- Processing
(10%)

Computer

;/_‘\I\.' vision/
J Biometrics

(4%)

Distributed
Ledger
Technology

(3%)

RPA benefits
. bystre ehighly
“._manual KYC/ CDD process

. Train machine to fAthink
% producingdecision-ready report

*. during on-boarding

Capture and tag new data
(voice, IM, emails etcé )

) New verificationtechniques
... particularly for remote on-boarding

¢ Though in a nascent phase, utility
models of digital identity network is
gaining traction to bring efficiencyto
the market and give consumers better
control of their data

anal Y@ O Interpretation and impact

* analysis of regulatory changes

ML is used less pervasively vis-a-vis RPA as it
is hard to document thelogic as part of the
i riskmanagement process

Use new data (suchas IP, location, time,
currency)toflag fraudulent transactionin
real time or to conduct AML screening

Leverage the understanding of unstructured
human communications to identify and
investigate misconduct

Source: BCG FinTech Control Tower
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Common challenges to broader RegTechadoption

REGTECHSO PERSPE BANKSO PERSPEC

Fragmented environment
resulting in single point -
solutions that do not scale

Long sales cycles and
tedious procurement
process when engaging FlIs

F
FlIs continue to have strong .é. Concerned with potential
prefergnces for Igrge I I I I I I rejection by regulators
established providers c

TN

Industry and Regulators stepping up
efforts to address these challenges

Source: BCG FinTech Control Tower
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Regulators taking the lead

Committed to running internal technology trials for supervisory and enforcement work

¥ Will update the market and share their knowledge and experiences to encourage the wider adoption of technologies

Engages closely with industry to keep up -to-date with advancements in the market

% Runs monthly demo day, attends conferences and forums, and engages with industry POCs as an observer

¥, Works with an academic advisory board with experts from universities, and procures expertise from mature tech
firms

¥ 6RRQ WR UHOHDVH D SXEOLFDWLRQ RQ )&$%$:V H[SHFW D Wllsfegawmnplés df tBdbuQeNV YWR DGR

of specific technology in specific activities
h ’ |

\

Launched a S$27 million Al & Data Analytics grantto  support the adoption and integration of such new technologies
in financial institutions

% Engage academics in Al and ML to help build a framework around the use and evaluation of a Blackbox

¥ Help financial services professionals up-skill and adapt to the use of these new technologies

¥, Work with other regulators to create a SupTech alliance and explore how countries can collaborate to review

existing regulations
A V|
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