Press coverage of IGE Distinguished Lecture Forum
May 13, 2019, Prof. Michael Barr

O 8 newspapers attended. As of May 16, 9 have written

reports about it.
© Dailies(2) — Munhwa Ilbo, JoongAng Daily
o Monthlies(1) — Rich Magazine
© Economic Dailies(3) — Digital Times, Asia Times, Viva 100
o News Agencies(2) — NewsHankuk, Korea Times

© Broadcast(1) — E Daily TV
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2019 e The Korea Times

‘Level playing field’ needed for fintech firms

Ex-US official
stresses importance
of fostering int’l
competition

By Kim Bo-eun

bl peatimes codr

Regulators should provide a "level
playing field” for fintech companies
to pramote the growth of Innovative
industries, according to a professor of
public policy and former U.S, gov-
ernnent ofticial.

“It is important for regulators to
apen up opportunities for fintech
players to get into the market,”
Michael Barr, dean of the University
of Michigan's Ford School of Pablic
TPolicy, said in an interview with The
Korea Tinies in Seoul, May 13.

“Sometimes non-bank players are
kept out of the banking system
because the banks don’t want them
to campele,” be noted, after deliver-
ing a speech al a forum organiced by
the Institute for Global Economics at
the Korea Press Center.

This appears to be what has bap-
pened and continues to happen in
Korea where internet banks,
launched only & few years ago, face
regulatory hurdles in expanding their
businesses, Currently there are only
two internet banks bere

The professor said regulations
should only exist for the purpose of
protecting consumers and the finan-
cial health vl companies

“The government should remove
impediments Lo participation in the
financial sector where there is no
strong safe and sound reason for
having them.” said Barr, who also
previously served as assistant secre-
or financial institutions at the
Treasury Department, rom
2009 to 2010,

While the U.S. bas a buzzing fin-
tech industry, the former official not-
ed the government faces tasks in fix
ing the regukhitory system.

“The US, still has a long way to go
in putting in place the regulatory
structure that would support fintech
innovation,” he said.

“Qne clear example is in the pay
ments syslem, where our antiquated
rules and technology leave the U.S
with an inefficient, costly payment
systen that also does not suppaort the
goals of financial inclusion. We are in
urgent need of reform.”

al the Knrea Press Center In Seoul, May 13,

Bart noted in bis presentation at
the forum held prior to the interview
that the U.S. paymieni systen is out-
dated because ir is dominared by
banks and credit card networks.

He added U.S. rules on data owner-
ship make it hard for fintech players
1o come into the banking sector, as it
is hard for consutners to switch their
bank accounts.

Balance between innovation,
consumer protection

Meanwhile, the former official
stressed the importance of striking a
balance between fostering innovation
and protecting consumers and com-
pames. Barr places an equal emphasis
on the latter, as he was a key architect
behind the Dodd-Frank Act, which
was an overhaul of U.S. regulations
after the financial crisis of 2008,

“You don't want to be in a situation
where Korea creates a set of rules that
attract activity but result in a signiti-
cant dechine in the safety and sound-
ness of the financial sector,™ he saic.

“Tt's about whether you have good
safety and svundness rules, consis-
tent consumer and investor protec-
tion and look for areas in r
that are locking in old standards and
aren’l serving those kinds of purpos
e8!

Tn the meutime, Korea also needs
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Wichae! Barr, dean of tha University of Mickigan's Fard Schaol of Publie Policy, delivers a speech during # fomum hosted by the Insttute for Giobal Econonucs

The government
should remove
impediments to
participation in the
financial sector
where there is no
strong safe and
sound reason for
having them.

to work an enbiancing its competi
tiveness as a financial hub. In the
Global Financial Centers Tndex pub
lished in March, Seoul ranked 36th

m A leader and innovator in international healthcare
serving expatriate community and travelers for

over 30 years.

m Convenient location in ltaewon.

m Same day consultation possible.

TEL: 02-790-0857 ~9

EMAIL: ksyclinic1@gmail.com
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¢

International Clinic

Family medicing and psychiatry

RPN

Ceurtsay of bl for Clobal Ecenoeming

" Ihe government should be sure
that domestic markel is open ta com-
petition, International competition
fosters innovation,” Barr said.

“Imernational compelition brings
oulside firms at the culting edge to
participate in the local domestic mar-
ket that can serve as a base for out-
ward bound financial activities as
well”

The U.8, has a vibrant market in
which foreign financial firms play a
very large role: nearly 25 percent of
nancial assets are held by for-
firms, the professor said.

“The Korean government should
be thinking about ways that the
Kor arket can increase its con-
nectivity with uther markels (o the
exient that Korean-based firms
whether domestic or international
are able 10 participate in the digital
and global financial economy,” he
said,

“Sowmnc key attributes of the U.S.
system include a strong focus on the
national treatment of foreign finus,
clear rules of the road, and robust
safety and soundness and consumer
protection standards that provide a
Tevel playing field for competition.”

Unequal treatment is a point for-
¢ign players in the finance industry
here have continually raised as a fac
tor making Korea an unattractive
linance hub.
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MEW YORK (Revters) — Several of
the world's Jargest banks are in
the process of investing around
550 million to creale a digital
cash system using blockchain
technology to setile financial
transactions, according to peo-
ple familiar with the plans.

The previously disclosed pro-
ject, known as the “orility setle-
ment coin,” was first propased
by Swiss bank UBS Group AG
and London-based technology
startup
Clearmatics
in 2015. It
aims to
develop a
system Lo
make clear-
ing and set-
tement in
financial
markels
more elfi-
cient.

Around a
dozen banks
arc investing
in a new
entity called
Fnality
which
would run
the praject,
one of the
people said.

The deal has not been final -
ized so details may change. The
new system could Taunch in
2020, the person said.

Tt is uoclear which banks are
participating in the investment
round.

Banks that had previously dis-
closed they were working on
earlier phases of the project
include UBS, Banco Santander,
Bank of New York Mellon
Corp, State Street Corp, Credit
Suisse Group AG, Barclays
PLC, HSBC Holdings Plc and
Deutsche Bank AG.

“Weare member of the USC
Project and can confirm that the
Research & Development phase
is coming 10 an end,” a spokes
woman for Barclays said ina
wrilten statement. She did not
eomment on the deal.

Representatives for the other
banks did not provide camment.

Blockchain, which first

Banks to invest $50 mil.
in digital cash system

The loga gn the neadquartis of the Unon Bank
ot Switzerkand {UBS) Is seen n this fie phot
AP-Yong

emerged as the sollware under-
pinning the cryplocurrency bit-
coin, is a shared ledger of trans
actions meintained by a nel-

Banks and other financial
institutions have invesled mil-
liong of dollars to test new
blockehain systems aimed at
reducing the costs and com-
plexity of cumbersome
processes. These include secu-
rities settlement and ioterna-
tional pay-
mwents.

Tew pro-
jects have
b e en
deploved at
scale so far.

‘The utility
settlement
coin, une of
the maost
ambitious of
such pro-
jects, would
consist ofa
digital cash
instrument
that banks
could vse to
seitle rans-
actiuns

The coin
would be a
digital cash equivalent of cen
tral bank-backed correncies
like the dollar er eure that
would run on
blockchain- based technology.
Tt would be convertible al pari-
1y and backed by cash assels
held at a central bank. Spend-
iny the digital coin would be
the same as spending the fiat
currency il is paired with.

The group of banks has previ-
ously said it bad been in discus-
sion with central banks and reg-
ulators 1o ensure the project’s
structure was compliant.

Other Initiatives on Wall
Street are atlempting 1o test 2
digital coin representing fiat
currency that would tnn on
blockchain-based technology.
IPMorgan  Chase & Co
anncunced in February that it
had created JPM Coin, a token
to enable instant transfers of
pavinents between institulional
accounty.
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