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SEPTEMBER 2019
POLICY NOWCASTING
MACROTREND ANALYIS

What it means

Trend 1: Expanded Regulatory Perimeter:  The Libra proposal

provides a concrete use case for policymakers to expand the

regulator perimeter.  Swiss policymakers took the first step by

making clear that a range of regulatory policy frameworks will apply

to Libra based on its activities as a payment system, a lender, and

possibly an investor.  They also signaled a concrete intention to work

with regulators internationally, suggesting strongly that both EU and

US policymakers (and others) will have a seat at the table when

designing oversight structures for this new market entrant.

 

Trend 2:  Blockchain Replacing FinTech as a Policy Focus:  We

have been watching this trend gather momentum all year, ever since

the February Financial Stability Board actions.  September saw

seven separate policymakers in Asia, Europe, and the United States

pivoting towards blockchain-related policy initiatives including but

not limited to cryptocurrency issues.  The spectrum of activity was

broad, from staff appointments to industrial policy announcements. 

 The bottom line is that financial regulators are taking concrete

action to focus on "big tech" solutions operating in the financial

sector.

 

Trend 3:  Tech-Infused Compliance:  Regulatory action is

becoming multi-dimensional, expanding past normative standards to

focus on potential mandatory, automatic compliance opportunities

presented by blockchain-based smart contracts.           
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Swiss regulators announced the Libra
Association is considered a Financial Market
Infrastructure for which a payment system
license will be required.  Additional regulatory
standards (such as Basel III) will apply to the
Libra Association and its non-payments
businesses.  Active coordination with regulators
internationally will also be pursued.
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THE BIG PICTURE SEPTEMBER 2019

TIME SERIES
Libra Drives Policy Forward

Two of  the three spikes in act iv i ty th is
month regarding FinTech pol icy issues
were in response to the Libra proposal .  
 Media at tent ion most ly remained muted
given the technical  nature of  the act iv i ty.

3
peaks in activity

2
Libra-related peaks

Peak 1 (10-12 September) :  Swiss regulators
announce their  f ramework approach to the Libra
proposal  and ident i fy addi t ional  issues reqir ing
attent ion beyond the scope of  f inancial
regulat ion:  tax,  data protect ion,  and AML
issues. SEC highl ights new focus on
crowdfunding pol ic ies.
 
Peak 2 (16-18 September) :  One week later,
central  bank of f ic ia ls under the auspices of  the
Group of  7 met wi th three stablecoin issuers in
Basel .  Simultaneously,  German of f ic ia ls
announced a blockchain industr ia l  pol icy,  UK 

of f ic ia ls pursue post-Brexi t  FinTech pol icy
pr ior i t ies wi th Austral ia and Chi le,  the BIS
releases a working paper on using blockchain
for compl iance purposes, and the BIS
establ ishes " Innovat ion Hubs" in Hong Kong,
Singapore and Basel .
 
Peak 3 (end-Sept) :   Central  bank speeches at
the OECD Blockchain Summit  in Par is cover ing
a broad range of  pol icy issues; CFTC  speech
on compl iance automat ion embedded in smart
contracts.
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POLICY TRENDS BY THE NUMBERS
The type of action taken by policymakers
matters as much as the volume or
momentum of activity.  While speeches
often receive the majority of media
attention, technical decisions and hearings
can often generate more reliable indicators
of policy trajectory.
 
The distribution of decisions in September
illustrates the point.  The most important
decisions were taken in Europe: 
 Switzerland and Germany.
 
The Swiss decision regarding the
regulatory perimeter for the Libra
Association is significant, but the German
government's decision on an

industrial strategy regarding distributed
ledger technology is potentially more
impactful because it establishes
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MICRO MOVES:
 
Crowdfunding
 
DLT 
 

In the securities segment, the most active 
 FinTech issue in September was
crowdfunding.  This does NOT, however,
indicate that policymakers are actively
pursuing new regulatory policy regarding
crowdfunding.
 
For the most part, policy activity regarding
crowdfunding was embedded within broader
activities such as an annual risk report
(ESMA), a working paper on automated
regulatory compliance (BIS), and a handful of
speeches.   
 
The most direct reference to potential
rulemaking regrding crowdfunding was in a 10
September speech by SEC Chairman Clayton
who indicated that the securities regular was
reviewing existing regulations (Regulation A,
Regulation D, Rule 506, and Regulation
Crowdfunding) to expand access to private
capital markets.  

But when the SEC released
regulatory proposals at the
end of the month, the
proposals did not reference
crowdfunding.
 
Similarly in Europe, the
ESMA Trends and
Vulnerabilities Report
indicated that national
regulators viewed
crowdfunding as a medium to
low policy priority, reflecting
an overall shift of attention to
cryptocurrency regulation.
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BANKING 
 

MICRO MOVES:
 
 

In the securities segment, the most active 
 FinTech issue in September was
crowdfunding.  This does NOT, however,
indicate that policymakers are actively
pursuing new regulatory policy regarding
crowdfunding.
 
For the most part, policy activity regarding
crowdfunding was embedded within broader
activities such as an annual risk report
(ESMA), a working paper on automated
regulatory compliance (BIS), and a handful of
speeches.   
 
The most direct reference to potential
rulemaking regrding crowdfunding was in a 10
September speech by SEC Chairman Clayton
who indicated that the securities regular was
reviewing existing regulations (Regulation A,
Regulation D, Rule 506, and Regulation
Crowdfunding) to expand access to private
capital markets.  

But when the SEC released
regulatory proposals at the
end of the month, the
proposals did not reference
crowdfunding.
 
Similarly in Europe, the
ESMA Trends and
Vulnerabilities Report
indicated that national
regulators viewed
crowdfunding as a medium to
low policy priority, reflecting
an overall shift of attention to
cryptocurrency regulation.
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INSURANCE
BaFIN
Bank of England
BIS

MICRO MOVES:
 Smart Contracts
Solvency II

Policy moves important to the Insurtech
sector  continue to be indirect, wrapped within
broader pre-existing policy activities.
 
SmartContracts:  Insurance contracts
present some of the most compelling early
use cases for automated execution using
blockchain-powered smart contracts. 
 Consequently, policy initiatives regarding
smart contracts can generate regulatory
policy ripples in the insurance sector even
when insurance is not the focal point.
 
Consider the recently released BIS Working
Paper 811.  It present the case for regulators
to use (if not require) distributed ledger
technology to automate data collection and
regulatory reporting.  The use cases in the
paper focus on banking and securities, but the
data protection and AML elements could
easily also apply to insurance contracts. 
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Solvency II: Consider as well
Consultative Paper 22/19 issued by
the Prudential Regulation Authority
in the UK regarding the Prudent
Person Rule within Solvency II. 
 The proposed standards (and the
original text) assume human
beings on the board and in risk
committees will guide investment
policy. They do not address how
automation in the investment
allocation process may (or may
not) generate compliance issues
under Solvency II.     
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PAYMENTS
United States
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OECD
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MICRO MOVES:
NonePayments policy separate from

cryptocurrencies drifted during September,
with action evenly divided across four major
action types, but no decisions were taken.  
 
The most consequential action occurred on
September 26, when the House Financial
Services Committee held a hearing on the
"Future of Real-Time Payments" featuring the
President of the Federal Reserve Bank of
Kansas City as the sole official sector witness.  
The Federal Reserve testimony made clear
that it does not intend to deploy a Real Time
Gross Settlement System before 2023.   

More interesting reading on
payments systems instead could
be found at the Financial Times,
where the Ravi Menon (Monetary
Authority of Singapore) granted a
wide-ranging interview in which he
championed the use of blockchain-
based systems to support cross-
border payments, but only with a
regulatory license to support the
activity.  
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CURRENCIES
Switzerland
BIS
OECD
ECB
Germany

MAJOR MOVES:
Libra regulation
Automated Compliance
 

As noted on page 4 , policymakers have been
active regarding cryptocurrencies in general -- and
stablecoins in particular.  The time series below
illustrates the likely coordinated actions (Swiss
regulatory announcement, Basel-based meeting,
OECD conference).
 
Taken together, these actions point towards a
clear effort to expand the regulatory perimeter to
cover at least stablecoin issuers.  BIS Working
Paper 811 lays out a framework not only for
automated compliance by regulated financial
firms, it also implies a regulatory reporting
structure that could be incorporated into
stablecoin architecture.  Crypto market
participants will of course be quick to point out that
the BIS does not address the challenging question
of anonymity and identity verification.
 
The month ended with a major OECD conference
exploring a broad range of policy issues raised by
distributed ledgers generally and cryptocurrencies
in particular, generating that steep upward sloping
green line in the chart below.
 

Policymakers increasingly
assert that regulatory
jurisdiction will be functional: 
 all payments regulation will
attract the same compliance
obligations regardless of the
corporate form of the entity
offering the service.  If lending
is involved, Basel III will
applyl.  From Singapore to
Berlin to London to
Washington, increasingly the
same policy priority is now
being articulated.
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03 Technology Advisory Committee meets (10 am

to 3:30 pm) with four agenda items:  (i)

automated and modern trading markets; (ii)

DLT and market infrastructure; (iii) virtual

currencies; and (iv) cybersecurity.  

UN I T ED  S TA T E S :   C F T C
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KEY OCTOBER DATES

15 Speech/research discussion: "what we know

about cryptoassets.

I N T ERNAT I ONA L  MONETARY  FUND

16 Sessions discussing "Big Tech and the Future

of Finance" (IMF's HQ1 Atrium); and two

sessions on FinTech and financial inclusion

(one in the World Bank Auditorium, the other

at the IMF); Global Financial Stability Review

released.

I M F  AND  WORLD  BANK

24 Conference and report release regarding

"Fintech -- Regulation, Markets and

Competition."  Expected issues: PSD2, data

portability, payments, blockchain, big data.

I T A L Y  ( C O N S O B )
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ABOUT BCMSTRATEGY,  INC.
 

BCMstrategy, Inc. is a start-up company that uses advanced, patented technology to help
capital market participants, senior executives, advocates and journalists tackle information
overload and acquire strategic insight regarding public policy trends so they can read
smarter, operate more efficiently and make better decisions based on objective, transparent,
concrete data.  Direct access to the data is currently available to Pilot Program participants
and Early Adopter Program participants.
 
The company's patented technology converts words into numbers so that policy trends can
be visualized and projected.  Grounded in political science, jurisprudence and concrete
experience in policymaking at the top levels of government on multiple continents, the nine
levels of analytical automation are at the frontier of knowledge technology.
 

According to wikipedia, an annual

report is a comprehensive report.
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