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MONDAY, MAY 20, 2019 e The Korea Times

‘Level playing tield’ needed for fintech firms
€ il

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

By Kim Bo-gun

[

Regulators should provide a "level
playing field” for fintech companies
to promote the growth of innavative
industries, according to a professor of
public policy and former U.S, gov-
ermmient official

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

“Sometimes non-bank players are
kept out of the banking system
because Lhe banks don't waol them
to compete,” 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 lap-
pened and continues to happen in
Korea where internet banks,
launched only a few years ago, face
regulatery hurdles in expanding their
businesses. Currently there are anly
two internet banks here

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

“The government should
impedinients to participation iz
financial sector where there is no
strong safe and sound reason for
having them.” said Barr. who also
previously served as assistant secee-
tary for financial institutions at the
U.S, Treasury Department, [rom
2009 10 2010

While the U.S. has a buzring fin-
tech industry, the former official not-
ed the government faces tasks in fix
ing the regulatory 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.
meats system, where our antiquated
rules and techuelogy Jeave the US.
with an inelficiert, costly payment
systens that also does not support the
goals of financial inclusion. We are in
urgent need of reform”™

Wichae! o, dean e Universty of Michigan's Ford Schanl of Public Pobcy, dslivers a speach turing & forum hosted by ths Instiutn for Giobal Economics

al the Knrea Press Centet in Seoul, May 13.

Barr noted i bis presentation at
the forum held prior to the interview
that {he 1.5, payment systen is out-
dated because it is dominated by
banks and credit card networks.

He added U.S. rules on dara owner-
ship make it hard for fintech players
to come intw the banking sector, as it
is hard for consiners to switch their
bank accounts.

Balance between innovation,
consumer protection

Meanwhile, the farmer official
stressed the importance of striking a
balance between fostéring innovation
and protecting consumers and com-
panies. 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 ereates a set of rukes that
attract activily but result in a signifi
canl decline in the safety and sound-
ness of the financial sector,” he said.

“Tt's about whether you have good
safety and sunndness rules, consis
tent consumer and investor protec-
tion and ook fur areas n regulation
that are locking in old standards and
aren’l serving those kinds of purpos:
s,

T the meantimie, Korea also neals

Native
English
Teacher

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

to work on enhancing its competi-
tiveness as a financial hub. In the
Global Financial Centers Index pub
lished in March, Seoul ranked 36th

international Clinic |

Family medicine and psychiatry

Ceurlony of Incktule for Blsbal Esomarnivs.

“Ihe government shovld be sure
that domestic market is open to com-
petition. International competition
fosters innovation,” Barr said.

“International competition brings
outside firms gt 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.S, has a vibranl market in
which foreign financial firms play a
very large role: nearly 25 percent of
U.S. Binancial assets are beld by for-

cign tirms, the professor said.

“‘[he Korean government should
be thi .ml. about ways that the
Korean market can merease its con-
neelivily with other markels Lo the
extent that Korean-based firms
whether domestic or international
are able 1o participate in the digital
and global financial economy,” he
said.

“Some key attributes of the U.S.
system include a strong focus on the
natioual treatment of foreigu firms,
clear rules of the road, and robust
safery and soundness and consumer
protection standards that provide a
level playing field for competition.”

Urnequal treatment is a point for-
eign play n the fin
here have continually ra ac
lor making Korea an unattractive
linance hub.

HEW YORK {Rautors) — Seve

550 million to create a dij

ple fa with the plans.

ject, known as the "ut

would run
the project,
one of the
people said.

2020, the person said.

round.

Deutsche Bank AG.

comment on the deal.

Blockchain,

Banks to invest $50 mil.
in digital cash system

the world's Targest banks are in

the process of investing around
gital  actions maintained by a net-

cash system using blockchain

technology to settle financial

transactions, according to peo-

The previously disclosed pro-
ty settle-
ment coin,” was first proposed
by Swiss bank UBS Group AG
and London-based technology

startup
Clearmalics
in 2015, 1t Few pro.
aims  to jects have
develop a been
system (o deploved at
make clear- scale so far
ing and set- “I'he utility
ternent in settlenient
financial coin, une of
markets the most
more effi- a.mb)tms of
cient.

Around a
dozen banks consist of &
are invesling digital cash
in oA new instrument
entity called that banks
Fnality could vse to
w hich heogoaenthe wadquartas of the Unon Bank  seltle Irans-

ot Switzarland {UBS) I seen in this file phots

The deal has not been final
ized so details may change. The
new system could launch in

Tt is unclear which banks are
participating in the investment

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

“Weare a member of the USC
Project and can confirm that the
Research & Development phase
is voming 10 an end,” a spokes.
woman for Barclays said in a
written slatement. She did not

Representatives for the other
banks did not provide comment.
which  first

emerged as the soflware under-
pinning the ervptocurrency bil-
coin, is a shared ledger of trans-

work of computers.

Banks and other financlal
institutions have invested mil-
lions of dollars to test new
blockchain systerss aimed at
reducing the costs and com-
plexity of cumbersome
processes. These include seco-
rities settlemen

aclions

The coin
wonld be a
digital cash equivalent of cen
tral bank-backed correncies
like the dollar er euro that
wonld run on
blockchain-based technology.
Tt wordd be convertible at pari-
ty and backed by cash assets
held at a central bank. Spend-
ing 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 had been in discus-
sion with central banks and reg-
ulators fo ensure the project’s
structure was complianl.

Other initiatives on Wall
Street are attemypting lo testa
digital coin representing fiat
cureency that would ran on
blockchain-based technology.
JPMorgan Chase & Cuo
announced in February that it
had created JPM Coin, a woken
to enable instaot transfers of
pavments between institutional
accounts.

Ap-Vanhap

Samsung Raemtar Ant,
Gaepo Gangnam-gu, Seoul.
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