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Ⅰ-1. Priority Issues at 2019 IOSCO Annual
Meeting FinTech Network – RegTech Workstream

Margin requirements
Asset management
Market fragmentation
Distributed Ledger
Technology (DLT)

Crypto-assets
Cyber security

Artificial
intelligence (AI)
and machine
learning (ML)

IOSCO Board
Data protection

INTERNATIONAL
ORGANIZATION OF
SECURITIES
COMMISSIONS

Fintech

Fintech

Lessons Learned
from Innovation

Implementation monitoring
Audit committees
Cooperation between
regulators

RegTech and
SupTech

<Reference 1> Concepts of FinTech, RegTech, and SupTech

Conceptual classification

Functional classification
Financial services firms

Supervisory agencies

FinTech
RegTech
Sup
Tech

• FinTech ⊃ RegTech ⊃ SupTech

Financial services, both
traditional and new, that
are provided with ICT
solutions

Innovative technology that
helps financial services firms
better comply with regulatory
requirements.

Innovative
technology that
supports
supervisory
agencies in finance

What is RegTech
• The use of new technologies to solve regulatory and compliance requirements more

effectively and efficiently (RegTech as a subset of Fintech, Toronto Centre, etc.)

What is SupTech
• SupTech is currently found in two areas of applications : data collection and data analytics
• Supervisory Technology (SupTech) is a subset of Financial Technology (FinTech) that uses
innovative technology to support supervision. (IAIS, etc.)

Ⅰ-2. Fintech in IOSCO

The IOSCO Board approved research on four areas relating to Fintech in October 2018.
IOSCO has formed a Fintech Network to facilitate exchanges among members on their experiences related to
Fintech developments at its annual meeting held in Sydney, Australia in May 2019.

FinTech Network
DLT

RegTech and SupTech

•ⅰ) Research on tokenized stock or real estate

•ⅰ) Explore new areas of focus.

• ⅱ) Research on further DLT applications

• ⅱ) Implement business applications.

• ⅲ) Improvement in Bond-I issuance, etc.

• ⅲ) Review priority topics of the Committee on Emerging

Risks (CER) to explore future focus areas, etc.

AIML

Lessons Learned from Innovation

• Review supervisory considerations regarding AI and

• Set a plan to share practical knowledge, provide targeted

ML , and support market intermediaries (C3) and

advice for member countries, and hold one-day events for

investment management (C5) based on AIML work

networking and knowledge exchanges among member

underway.

organizations, etc.

Ⅰ-3. Fintech in IOSCO with FSS
 The RegTech Workstream of IOSCO Fintech Network is carrying out a study on the
Coding of Regulations.
* Established in May 2018, Fintech Network is an information-sharing network for Fintech in which
over 50 countries including the United States (US), United Kingdom (UK) and Japan are participating.

 The FSS became a member of RegTech Workstream in January 2019 as well as Fintech
Network in November 2018.

RegTech Workstream
(Background) There are growing needs to respond to the developments of RegTech for
compliance with more complex and diverse disclosure and reporting requirements, and
SupTech for prudential supervision and risk oversight of financial markets and financial
services firms.

(Set-up) RegTech Workstream was set up as one of four workstreams for the Fintech Network.
* ① DLT, ② AI·ML, ③ RegTech, ④ Lessons Learned in Supporting Innovation

- RegTech Workstream has requested comments and feedback on a draft report on Coding
of Regulations from the FSS, while the FSS informed RegTech Workstream of its plan to
undertake a pilot project of machine readable regulation (MRR).

<Reference 2> RegTech and SupTech Adoption by
Supervisory Agencies in Major Countries
Technologies currently used by supervisory agencies

* Source: BIS Innovative Technology in Financial Supervision – the experience of early user (July 2018)

<Reference 3> RegTech and SupTech Adoption by
Supervisory Agencies in Major Countries
Areas of financial supervision in which RegTech and SupTech applications are used
Supervisory agency
Supervisory area
Reporting

Automated reporting
Real-time monitoring

Data management

Validation
Consolidation
Visualization

Visual assistance

Virtual assistance
Machine-readable regulations

Market surveillance
Misconduct analysis

Manipulation
Insider trading
AML/CFT
Fraud

Micro prudential

Mis-selling
Credit risk evaluation
Liquidity risk evaluation

Macro prudential

Macro-financial risks
Emerging risks signaling
Policy evaluation
Financial stability
Note:

Experimental stage

In development

* Source: BIS Innovative Technology in Financial Supervision – the experience of early user (July 2018)

Operational

Ⅱ-1. Reporting Mechanism and MRR
(Coding of Regulation)
MRR Project: Background and Plan
Amid explosive growth in the amount of financial data, and technological advancements, artificial intelligence (AI)
and automation steadily transform financial services. Meantime, the burdens of regulatory compliance faced by
financial services firms are growing significantly as financial regulations become more complex and multi-layered.
Although South Korea is one of the highest-ranked countries in IT industry competitiveness in the world, local
financial services firms still rely heavily on manual work and processes for regulatory compliance, showing
passive attitudes towards adopting RegTech that utilizes information technology (IT).
Against this backdrop, the FSS unveiled its plan to facilitate the adoption of RegTech by financial services firms
as part of the Regulatory Innovation in Finance Initiative on July 9, 2018. As a follow-up measure, it embarked
on the MRR pilot project with the use of advanced technologies for the first time in the country.
The pilot project will be a litmus test for determining the successful implementation of MRR, although the MRR
study findings, released in March 2019, revealed some constraints on MRR caused by language (Korean) and
others.

Ⅱ-2. Reporting Mechanism and MRR
(Coding of Regulation)
MRR area (ontology, domainspecific language or DSL)

Chart of Regulatory Reporting Mechanism

Regulation and rules regarding electronic financial
transactions and appendices (report forms)

Extract
text

Extract
report
object
names and
meta info

Automated regulatory
reporting mechanism

Create a smart
contract

Conversion to machine
executable code (e.g. Java)
Node of the FSS
Get the smart contract running

Interpret rules
Build machine
readable
model
(ontology or
graph database)

Turn
into DSL

Transmit MRR

Apply the design of
report generation

FSS report management system

Rules
model

Report
database

Extract data

Transmit reporting data

Node of
Node of
financial services firm 1 financial services firm 2

Proof of concept developed for the pilot MRR project

Node of
financial services firm 3

<Reference 4> MRR in the UK
The UK’s FCA pilot project on digital regulatory reporting and results of the pilot

Step1 : Identifying areas to which
RegTech is applicable.

As Is

Step2 : Establishing a special version
of law.

Step3 : Converting the special version
of law into machine readable code.

Step4 : Mapping the data to the
systems of financial services firms

Enhancement

Step5 : Aligning with the systems of
financial services firms

Evaluation

The results of Pilot Phase I find difficulties converting
regulation into machine readable code, and obvious
benefits of automated regulatory reporting., which justifies
continuing research.

Step6 : Real time implementation and
verification

Ⅲ-1. AI-based Regulatory Screening:

Terms and Conditions of Financial Instruments

An AI-based pilot system to review the terms and conditions of financial instruments
(Now) Officials at the FSS manually sift through files to screen diverse and complex terms and conditions
of financial products, which requires excessive time and human input.
(Initiative) Deploy AI to automatically convert the terms and conditions of financial products submitted to
the FSS into data and to analyze and determine whether the terms and conditions thereof comply with
all relevant regulations and rules, and infringe the rights of consumers.

☞

Accumulate screening results, checklists, evaluation criteria, etc. in the platform and use machine learning and AI to
preliminarily determine whether the terms and conditions of a financial product in question are deemed appropriate.
Raw data collection

Asset management
company (AMC)

AI-based analysis of
appropriateness

Use of analysis results

Machine reading comprehension (MRC)based screening
Report fund creation
Checklist
Ex-post
reporting

Voluntary
review

Can AI be
used?

FSS

Checklist

Related
documents

Put in place efficient
screening system that
utilizes AI.

reports Conduct
AI-based
screening

Use AI as a
supplementary
review tool

Datasets for learning

Provide AI-based
screening results to FSS
officials who will use
them as a reference
upon a final review.

Ⅲ-2. AI-based Regulatory Screening:

Terms and Conditions of Financial Instruments

Fund
manager

Submit
fund
reports

FSS
AI-based private funds screening system (To Be)
Financial Information
Exchange System (FINES)
Inquiry on CIS reports (ISIS)

Selection of
a project
executor

MRC screening engine
CIS reports
Internet

2) Analyze
checklists

Kick-off
preparation

AI-based private
Transmit funds review
reports

Project
kick-off

Understand the intent of
checklists

Select and
generate
the best
answer

Search and assume
possible answers
-Interpret questions
-Interpret situations

AI-based screening system
for privately placed funds

4) MRC screening engine
Determine
regulatory
compliance per
checklist

Carry out
decision-making
and predictions

AI-based model to screen
the terms and conditions
of financial instruments

Build internal systems at the
FSS (SupTech)

MRC learning
MRC judgment

1) Convert
file formats

Ask questions
3) Comprehension
and learning

Unstructured
reports

-Reports on private funds
-Wikipedia

Examine privately
placed funds

5) Reporting on collective
investment schemes or CISs
(Intermarket Surveillance
Information System or ISIS)
Build systems using open
API to support regulatory
compliance by financial
services companies (RegTech)

Ⅳ. Monitoring System for Illegal Financial Ads
on the Internet (Phase 1)
This system gathers big data on internet ads for financial products and services from
blogs and SNS, and uses AI to analyze them in order to detect illegal ads.
Concept map of FSS monitoring system to detect internet ads for illegal financial products and services
Data collection companies

Provide collected
data to the FSS

Websites for illegal financial ads

Keyword search: over 40
keywords under six category,
such as bank account sales

Collect posts
containing keywords

Illegal Finance Monitoring Department at the FSS

Extract information on suspicious financial ads from the data

Provide information
on illegal financial
ads

The model that identifies
illegal financial ads

Internet operators

Determine
whether the ads
are indeed
illegal

Report the case to KCSC

Notify deliberation results

Request internet operators to
block internet connection
and remove the information

Korea Communications Standards Commission (KCSC)

Block internet connections for unlawful financial ads

Inform KCSC of the actions taken

Conduct deliberation on the reported case

Ⅴ. Priority Shortlist of IOSCO FinTech Network

IOSCO AI-ML Workstream

Securities
Use AI to identify any misselling of products through
speech recognition system.
(First adopted by ASIC in
Australia)
Strengthen market surveillance
using AI to detect market
manipulation on SNS.
(2020 Plan of Japan’s Financial
Services Agency or FSA)

Common
Handle consumer
complaints using AI.

Non-Securities
AI-based RegTech system to
prevent phishing text
messages for loan fraud or
scams.

(preventive compliance system
for foreign exchange
transactions)

Ⅵ-1. Common Challenges in RegTech and
SupTech Adoption

1. Digital transformation mindset

2. Management support

3. Nurturing professionals

Reg
Tech

4. Staff participation

5. Partnership building

6. Risk management
7. Cooperation between supervisory
agencies

Sup
Tech

Ⅵ-2. Challenges in RegTech Adoption for Financial Services Firms

• For a financial services firm that has no compliance data
warehouse, data access requires approval from the IT
department, meaning the compliance department’s very
limited access to data.

• Need to establish a separate data warehouse for the
compliance department, which does not affect the
company’s IT infrastructure.

• Financial services firms have been building next
generation systems primarily for sales and marketing
departments to maximize cost efficiency.

• Include RegTech in the scope of next generation
systems, taking into account data requirements
definition, data collection and analytics logic for
compliance tasks.

• Most financial services firms, except a few large firms,
have no IT staff in charge of IT compliance.

• Secure IT professionals to manage the compliance
data warehouse and conduct real time monitoring of
regulatory compliance through big data analysis, etc.

Ⅵ-3. Challenges in RegTech Adoption for Supervisory Authorities

1. Create a roadmap to accelerate the adoption of RegTech.
Initiate Open

Orchestrate Innovative

Engagement

Ecosystem

Test Potential Solutions

Transform Operations

2. Build a platform for collaboration.
Encourage staff from supervisory agencies, financial institutions, tech
firms, and law firms to work together.
•Benchmarking study: FCA Tech-Sprint in the UK, and ASIC

Innovation Hub in Australia

FIs

•Set up Tech-Finder in the FSS.

3. Create an environment for financial services firms to adopt RegTech.
Stress the significance of internal controls and regulatory compliance, inducing financial services firms to
perceive them as an investment, and not as a cost.

4. Lead the way in RegTech adoption by financial services firms through proactive SupTech
adoption.
5. Take a new digital-based approach to supervision (digital transformation).

Ⅶ. BIS Recommendations
◈ The adoption of SupTech is expected to make financial supervision more efficient and
improve supervisory capabilities.

◦Financial

supervisors need to explore SupTech’s potential risks and limitations, and have their welldefined SupTech strategy.

SupTech Adoption Strategy

1

• Set ambitious and achievable targets.

• Assess a supervisory agency’s data availability, data quality,
2

and analytical resources.
• Establish a step-by-step action plan for full implementation of

3

SupTech strategy.

<Reference 5> Australia: ASIC’s Approach

Ⅷ. Policy Directions for FinTech, RegTech, and SupTech

Lay the foundation for the FinTech industry

FinTech

required for the growth of ‘innovative

Financial Technology

financial service providers’ and ‘designated
representatives’.

RegTech

SupTech

Regulation Technology

Supervisory Technology

Create a digital backbone for financial services

Carry out pilot tests for SupTech, which refers to

through the proliferation of RegTech that

the use of technology to support supervisory

supports regulatory compliance by financial

activities and processes.

services firms and FinTech firms.

