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This white paper has been commissioned by 
Enterprise Ireland to identify and analyse key 
trends in the global regtech market.

The information and analysis presented in this 
report is based on a variety of sources including 
publications, journals and analysis of data that 
is part of proprietary research from Frost & 
Sullivan as well as publicly available sources 
of information, such as government websites; 
academic and trade journals, and online media. 
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The financial services sector is transforming
The financial services sector is transitioning to 
an era of ‘digital-first’, with the application of 
technology transforming many industry functions 
and outcomes. Innovative financial technology 
(fintech) start-ups with their robust value-
proposition have been able to initiate a change in 
the ecosystem. Traditional providers have found 
it challenging to adapt to the new, more agile 
environment. A digital-first business strategy to 
enhance performance will help incumbents remain 
relevant in a fast-changing market. Developments 
across the financial services industry have 
intensified the need for a regulatory set-up that can 
deal with the paradigm shift evident in the industry.

Regtech solutions deliver compliance efficiencies
The use of technology to meet stringent 
regulation is becoming increasingly 
commonplace, helping financial institutions 
to create a digital infrastructure and augment 
existing human resources focussed on 
compliance activities. Technology-enabled 
regulatory adherence, also known as regulatory 
technology (regtech), has evolved into a crucial 
sub-segment of fintech. Regtech providers 
specialise in software solutions that help 
companies meet a large variety of regulatory 
requirements efficiently and cost effectively. 

Regulators have a key role to play
In an uncertain environment, proactive efforts 
by regulators will drive adoption of innovative 
regtech solutions and help companies enhance 
compliance. Regulators can bring together 
stakeholders to facilitate a collaborative approach 
to improve regtech solutions, enhance adoption 
and stimulate the development of a global market. 
Additionally they can use their position in the 
industry to initiate development of innovative 
solutions in a controlled environment.

Emerging technologies will enhance the 
capability of regtech solutions
The next wave of regtech solutions will integrate 
emerging technologies to deliver smart solutions. 
While cloud-based services and solutions have 
gained acceptance, use of other technologies 
is growing gradually, given their propensity to 
create a more agile and secure environment. The 
implementation of solutions with data intensive 
technologies such as big data, analytics, artificial 
intelligence (AI) and machine learning (ML) will be 
encouraged as industry realises the benefits.

Executive Summary

Regtech: Beyond Compliance 
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Regtech solutions deliver transformation  
across business operations
The impact of regtech solutions will extend 
beyond regulatory compliance, initiating a 
fundamental change in banks’ core business 
operations. Industry growth will be encouraged 
as the benefits of regtech extend to operational 
areas. The implementation of solutions in the near 
future will contribute to improving operational 
excellence and innovation. Many companies have 
appointed leaders for compliance and digital 
transformation, and co-operation between the 
two departments — together with the regtech 
providers — can prove to be game-changing.

Objective and summary
The financial services industry has been disrupted 
and transformed as technology-based products 
and services usher in greater agility, better 
productivity and lower costs. For most companies, 
compliance with regulations has been a long 
standing challenge, and despite efforts to meet 
the regulatory demands, several of them have had 
to pay penalties. 

Regtech providers enable better compliance 
through tech-enabled solutions. Regtech solutions 
are able to automate, send alerts, monitor, and 
report a plethora of regulatory requirements. 
The advantages have been acknowledged by 
regulators who are increasingly working with 
regtech providers and enabling ecosystems 
that encourage greater innovation. Regtech 
providers are experimenting with and making 
use of emerging technologies to enhance the 
performance and outcomes of solutions. 

This whitepaper considers the following:

—  The transformation of the financial services 
industry brought about by an era of ‘digital-
first’ products and services

—  Technology-enabled solutions and innovations 
impact on regulatory and compliance 
requirements 

—  Evolution of the regtech ecosystem with 
participation and contribution of different 
stakeholders

—  Game-changing potential of emerging 
technologies in the regtech industry

—  Systemic changes in the financial services 
industry as a result of regtech implementation

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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The application of technology across the financial 
services industry has transformed many industry 
functions and outcomes. Integration of software, 
core banking systems, credit/debit cards, 
automation and internet-based services are only  
a few of the changes that the industry has 
adopted, setting the foundation for better and 
faster services. 

The impact of the economic crisis was significant, 
setting in motion a domino effect. Stricter 
regulations that required better control and more 
focus on compliance, further accentuated the 
issues of rising costs and low efficiency. New 
challenges have emerged and are now testing the 
resilience and relevance of financial institutions in 
a fiercely competitive and innovative environment 
where technology availability has considerably 
lowered barriers to entry. Many companies in the 
retail and corporate banking sectors stand to lose 
business unless they are able to adjust to industry-
wide digital transformation.

According to a 2017 Frost & Sullivan end-user 
survey of banking, financial services and insurance 
(BFSI) companies, many have found it difficult to 
meet the demands of the evolving marketplace. 
Figure 1 shows the top three challenges for 
Information Technology (IT) decision makers, 
which include integration and alignment of IT to 
the changing business environment. 

Around 19% of respondents identified 
standardisation and regulatory policies as one 
of their top three challenges, indicating that this 
impacts both — business operations and the IT 
department. The survey also revealed that financial 
institutions are aware of the impact of digitisation 
on productivity, cost reduction and customer 
experience, as indicated in Figure 2, considered to 
be some of the biggest industry challenges.

Section 1: Transformation 
Across Financial Services

The industry is transitioning to an era of ‘digital-first’  

— stakeholders must appreciate the various drivers 

and challenges to deliver successful transformation.
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Managing multi-vendor solutions

Aligning IT with business strategies

Improving digital presence

Ensuring network stability/reliability

Meeting standards and regulatory policies

Automating & streamlining business processes

Resistance to change

Skills shortage & traning requirments

Uncertain ROI

40%

28%

27%

27%

24%

19%

17%

15%

14%

9%

Dealing with security & privacy concerns Improve productivity

Improve customer experience

Reduce operational costs

Improving digital presence

Expand to new markets/regions

Improve collaboration

Boost creativity & innovation

Accelerate decision making

Improve sales & marketing e�ectiveness

Attract & retain workforce

47%

40%

37%

 34%

28%

27%

26%

21%

21%

18%

Despite the availability of considerable resources, 
traditional market participants can be inhibited 
by their inability to rapidly implement a roadmap 
to digitisation. The slow pace of change has 
frustrated consumers who are open to alternative 
products and services in the market.

Start-ups are leading the wave of innovation with  
a robust technology backend, agile operations, 
and innovative customer-centric solutions.  
The gradual but steady growth of financial 
technology (fintech) start-ups with their strong 
value propositions has manifested in the form of  
a digital ecosystem as represented in Figure 3.  
This has compelled stakeholders across the 
financial services ecosystem to take notice of 
positive industry change.

Source: Frost & Sullivan

Figure 1: Top IT-related challenges for global 
banking, financial services and insurance (BFSI)

Figure 2: The top drivers for IT investment over  
the next two years

Source: Frost & Sullivan
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Conclusion: Incumbents must prioritise digital 
transformation to remain relevant
Companies with their legacy infrastructure, 
significant scale, siloed data and information and 
lengthy processes have found it challenging to 
adapt to the new and more agile environment. 
A digital-first business strategy will enhance 
performance and ensure that incumbents remain 
relevant in a fast-changing market. Developments 
across the financial services industry impact all 
stakeholders, intensifying the need for a regulatory 
set-up that can deal with the paradigm shift 
evident in the industry. The focus on digitisation 
also means that regulations designed for a 
digital-first environment are needed to enhance 
confidence in the new and innovative products 
and services.

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion

6



Dedicated employees added to enhance 
compliance and control by Citi between 
2014–2018.

9,000

Nasdaq Compliance Survey respondents 
report increase in compliance spending 
between 2016–2017.

56%

Banks expect increase in compliance 
budgets to cater to regulatory pressure as 
per Thomson Reuters Cost of Compliance 
Survey, 2017.

67%

The financial services industry is vulnerable to 
fraudulent activities. The strict regulations and 
adherence protocols that we witness today are a 
consequence of the adversities experienced by the 
industry almost a decade ago. 

Following the global financial crisis in 2008, banks 
have needed to deal with an unprecedented 
increase in regulatory and compliance requirements. 
Many responded by increasing compliance staff, 
but continued to use the same systems. The 
responsibilities of compliance teams include manual 
monitoring of websites globally for regulatory 
updates, manual processing of requirements and 
implementing updates, and manual internal and 
external follow-up to ensure compliance. 

Such methods mandate additional resource 
deployment, which is inefficient and ineffective. 
Figure 4 captures some examples of the efforts 
being made by companies to improve compliance. 
The human resources deployed by banks to ensure 
complete adherence run into thousands, and are 
at unprecedented levels.

The array of associated tasks range from reading 
and determining what rules apply, making 
requisite changes to policies, procedures, and IT 
systems, and training/testing for compliance. 

Section 2: Addressing 
Regulatory Requirements with 
Technology-enabled Solutions

The use of technology to meet regulatory requirements 

with tailored solutions is becoming increasingly 

common.

Figure 4: Examples of increased investment on compliance 

Source: Frost & Sullivan
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90% of the 
respondents stated 
that regulatory 
reforms are 
increasing 
compliance costs

2017 2022

4% 10%

90%

Figure 5: Major banks paid hefty penalties

Leading Banks Penalised

Bank of America $75.1 billion

JP Morgan Chase $43.7 billion

Citigroup $19 billion

Deutsche Bank $14 billion

Wells Fargo $11.8 billion

RBS $10.1 billion

BNP Paribas $9.3 billion

Credit Suisse $9.1 billion

Morgan Stanley $8.1 billion

Goldman Sachs $7.7 billion

Source: Keefe, Bruyette and Woods

Furthermore, banks continue to struggle with 
disparate processes and data. Not all issues can be 
traced back to fraud; human errors are also a big 
part of companies making mistakes when it comes 
to compliance. Addressing contingencies without 
adequate information can cause inaccuracies. The 
resultant penalties are, however, always high. 

The costs associated with compliance include the 
cost of implementation, salaries of additional staff 
deployed, and the fines imposed by regulators. The 
cost of implementation covers data processing, 
legal, accounting, and consulting expense. 

Figure 6: Increase in expenditure on compliance

Source: Duff & Phelps Survey 2017

Achieving complete adherence in a dynamic and 
complex regulatory environment is challenging
The complexity of the current dynamic regulatory 
environment is further intensified by efforts of 
regulators to streamline and create a robust 
system. Over the last few years, a stream of 
regulations such as Second Payments Service 
Directive (PSD2), General Data Protection 
Regulation (GDPR), Markets in Financial 
Instruments Directive (MiFID) 2, and Alternative 
Investment Fund Managers Directive (AIFMD) have 
been launched. The frequency and intricacy of the 
regulations, in addition to global implications and 
lengthy documentation, can test even the largest 
and the most qualified compliance teams.

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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The European Union’s (EU’s) MiFID2 requires 
compulsory adherence. It is aimed at transforming 
capital markets, changing how stocks, bonds, 
derivatives, and commodities are traded, cleared, 
and reported. The regulation is expected to impact 
transparency, enable fair competition, and affect 
both financial and non-financial firms globally 
including investment banks, private banks, asset 
managers, retail banks, and insurance firms. The 
rules in MiFID2 run into 30,000 pages and 1.5 
million paragraphs, making it a monumental task 
to go through and fully understand the directive. 
Other factors such as deadlines, the volume of 
work, existing legacy systems and manual handling 
make compliance more challenging. Figure 7 covers 
briefly some of the other relevant regulations.

According to the London-based RegTech Council, 
in the five years following the economic crisis 
(that is, since 2012), more than 50,000 regulations 
were published across the G20; this number had 
doubled by 2015. Traditional compliance tools and 
methods are not equipped to deal with this surge 
in regulation. Data compilation from fragmented 
systems and business units is often handled by 
out-dated systems and inadequate aggregation 
tools; this is then manually processed, adversely 
impacting the accuracy and quality of data and 
insights produced.

Figure 7: Extensive regulatory demands

PSD2

‘A significant evolution of existing regulation for the payments 
industry. It aims to increase competition in an already competitive 
payments industry, bring into scope new types of payment services, 
enhance customer protection and security, and extend the reach of 
the directive.’ Payments UK trade association

January 2016 PSD2 came into force

January 2018 Each country had to transpose the directive 
into national legislation

February 2018 Formal approval of Regulatory Technical 
Standards (RTS) by the European Parliament 
and the European Council

September 2019 Payment Service Providers (PSPs) must be 
ready to implement

GDPR

Businesses must protect personal data and privacy of EU citizens. 
It is applicable to all transactions within EU member states. Its 
coverage in terms of what is included as personal identification 
information is extensive.

March 2014 The European Parliament voted in favour of 
new data protection laws

May 2016 GDPR was published in the Official Journal 
of the European Union

May 2018 Becomes enforceable

AIFMD

The first pan-European regulation requires companies to increase 
capital requirements, employ services of a depositary, report 
and disclose extensively, amend remuneration practices, internal 
operating procedures, internal organisational and legal structure to 
accommodate the new rules.

July 2013 Came into effect

September 2015 Authorisation by relevant regulator

September 2018 Ability to use private placement regimes to 
market into other EU Member States to end

 
Source: Frost & Sullivan

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion

9



Technology enabled best practices and 
frameworks to counter challenges
The use of technology helps companies to create 
a digital infrastructure and augment existing 
resources. It helps to reduce dependence on 
humans to conduct and enforce every rule to 
achieve compliance and companies can achieve 
faster turnaround time and minimise inaccuracies. 

Technology-enabled regulatory adherence, also 
known as regulatory technology (regtech), has 
evolved into a crucial sub-segment of fintech. 
Regtech providers specialise in providing software 
solutions that help companies meet a large variety 
of regulatory requirements. 

Regtech solutions reflect a different approach 
than traditional software. They are designed to 
automate, raise alerts, learn from correct and 
erroneous steps, make decisions, and conduct 
sequential commands. As digitisation of the 
industry progresses, regtech solutions can simplify 
regulatory reporting and improve the assessment 
and monitoring capabilities of compliance staff. 
This adds a layer to the decision making process, 
creating opportunities to improve performance 
and ensure more focus on risk-related issues that 
warrant critical evaluation. 

Regtech enables storage and analysis of large and 
complex data sets, which are used by solutions 
that are configurable and reliable. It is expected to 
have significant impact on companies’ approach 
and execution, and eventual outcomes of 
compliance actions. 

The primary requisites for companies looking 
to improve governance and compliance include 
access to experts, systems equipped to deal with 
frequent updates and changes, and a support 
system for the existing workforce. Figure 8 captures 
some of the applications of regtech solutions.

Figure 8: Regtech solutions cater to multiple 
requirements 

Application areas Description

Verification Use of multiple traditional, social and 
alternative data sources globally to verify 
consumers and businesses.

Data capture, 
aggregation and 
integration

Process large volumes of data to produce 
output in the forms of calculations, risks and 
reports as required.

Monitoring and 
reporting

Data analytics enabled automated, regular 
and seamless monitoring, and reporting.

Regulatory and risk 
analysis

Identification and assessment of risks with 
analytics solutions for decision making.

General compliance Solutions that are not classified in one of 
the other categories or deal with new trends 
and aspects.

Source: Frost & Sullivan

‘Regulatory technology, or 

regtech, is a sub-set of fintech 

that focuses on technologies 

that may facilitate the delivery 

of regulatory requirements more 

efficiently and effectively than 

existing capabilities.’ United 

Kingdom Financial Conduct 

Authority (FCA)
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For instance, robotic process automation (RPA) is 
a software robot used to automate repetitive tasks 
involving data collection, input and processing. 
The applications of RPA, which are usually 
complementary to existing bank systems, are 
being explored to improve compliance and risk 
management. RPA works non-invasively across 
different levels of complexity and does not store 
any data. RPA is just one example of how regtech 
solutions can help. 

When the existing systems of banks are unable 
to meet compliance mandates, detect or correct 
mistakes, the gaps lead to error prone procedures. 
Regtech providers are able to fill this gap and 
facilitate processes that deliver accurate and 
timely compliance. Regtech providers have a key 
role to play in a financial services system that is  
no longer linear or straightforward. They can 
facilitate information and data flow among 
multiple stakeholders.

Collaborative efforts are further expected to 
encourage the growth of the industry. RegPac 
Revolution Pte. Ltd. (RegPac), Singapore and 
encognize G.K. (encognize), Japan entered into a 
co-operation agreement to support and accelerate 
adoption of regtech with joint initiatives. Over the 
years various stakeholders in the ecosystem have 
started to collaborate, with regtech providers 
consistently working with the others to innovate 
and create new solutions:

—  Regulators: to create solutions that can cater 
to specific requirements and create machine-
readable regulatory documents

—  Industry associations: for the development  
of standards

—  Financial institutions: to access data and test 
new solutions

—  Fintech providers: to offer integrated 
products, access data and test solutions

—  IT solution providers: to offer integrated 
products

Conclusion: Regtech has the potential to 
transform compliance handling across the 
financial services industry
The benefits that regtech solutions offer in terms 
of efficiency and automation are extended to both 
banks and regulators. Companies can gain from 
a digital workforce, where solutions augment the 
efforts of the human teams and enhance their 
overall performance. The streamlined approach 
and accurate submission allow regulators to focus 
on increasing effectiveness. 

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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With the advent of regtech, regulators need 
to understand the value of new products and 
services, their relevance in the changing market 
scenario, and their effectiveness in dealing with 
the challenges faced by companies across the 
financial services industry. Regulators need to 
ensure that these new market participants do not 
adversely impact the somewhat fragile regulatory 
environment. The engagement model of regulators 
has to adapt to work with both regtech companies 
as well as the incumbents.

Proactive participation in a dynamic environment 
will deliver structured transformation
Efforts by regulators to engage with the regtech 
industry are visible globally. Although these 
efforts are at varying levels of maturity, regulators 
are participating in the process to help create 
viable solutions that can aid better compliance. 
Successful transition to regtech depends on the 
involvement of regulators as they can create an 
environment that is receptive and encourages 
innovation. Regulators in more developed 
countries stimulate technology development and 
innovations through:

—  Hackathons
—  Sandboxes
—  Proofs of Concept (POC)
—  Techsprints 
—  Accelerators 

Such events bring different stakeholders in the 
ecosystem — such as financial incumbents, 
fintechs, academia and regtech innovators 
together, and highlight the most important and 
relevant needs of the industry. Figure 9 illustrates 
efforts of the Bank of England (BofE) in creating a 
collaborative ecosystem.

Section 3: Regulators Drive 
Regtech to Enhance Adherence

Proactive efforts by regulators will drive adoption of 

regtech and help companies enhance compliance and 

achieve overall transformation. 

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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Bank of 
England
(BofE) 

Community 
of �ntech 
organisations 

BofE
Accelerator

Collaborative 
ecosystem

Innovations to 
use in Central 
Banking

 BofE can:

— Gather intelligence
— Identify priority areas
— Identify PoC trials to 

take forward
— Example: MindBridges 

AI Auditor, which is 
helping BofE to analyse 
quality of output

Partnerships

Engaging 
with 
innovators

Figure 9: The BofE’s role in promoting innovation The exchange of information, ideas and innovative 
solutions put the regulators at the centre of 
the development process, which is aimed at 
identifying and solving the most pressing problems 
of the industry. In early 2018, the Central Bank 
of Ireland announced plans to launch a fintech 
innovation hub, with the intention of engaging 
with all firms that are delivering innovation across 
the financial services sector. Additionally, as part 
of its efforts, a regtech roundtable was organised 
with University College Cork’s (UCC) Governance 
Risk and Compliance Technology Centre (GRCTC), 
the UK’s FCA and the Bank of England. The 
roundtable focused on machine readable and 
executable regulatory reporting. Some other 
global initiatives are covered in Figure 10. 

Another technique used often is the Regulatory 
Sandbox. Sandboxes are deployed to support 
the growth of emerging sectors, aid regulators’ 
understanding, and provide a controlled setting to 
test innovative solutions. Hong Kong’s Securities 
and Futures Commission (SFC) is a prime 
example of a banking regulator that has taken 
such an approach. While the scope and maturity 
of the approximately twenty global Regulatory 
Sandboxes differ, the common objective is 
to gauge and evaluate the impact of regtech 
innovations on the market. This helps regulators to 
promote innovation and protect users. 

Source: Frost & Sullivan
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There are a number of instances where regulators 
are taking proactive measures to encourage the 
use of innovative technology; not only to improve 
their own systems, but to also promote adoption 
by others in the ecosystem. For instance, UK’s 
FCA — known to be one of the leading regulators 
in experimenting with and applying technology 
— is making efforts to create a machine readable 
version of its handbook. Corlytics, a regulatory 
risk intelligence solutions provider from Dublin, 
Ireland, has helped the FCA convert its regulatory 
handbook from an online text book to an 
intelligent handbook. The new searchable and 
machine readable handbook is a central taxonomy 
that categorises all regulations and allows 
tagging. Taking this forward, Governor Software 
Ltd obtained a license from the FCA to enable 
clients to visualise regulatory obligations within its 
platform, and link internal policies and controls to 
the handbook. 

Regulatory authorities can also promote adoption 
via endorsements. When companies look for a 
solution provider, the focus is entirely on meeting 
a specific regulatory need, and less on identifying 
a particularly innovative solution. In contrast, 
when a regulator endorses a specific technology 
or provider, it is backed by due diligence to test 
the product or service on expertise, technology, 
cost effectiveness and transformation capabilities. 
This makes for a compelling reason to adopt  
the innovation. 

FixNix, a software-as-a-service (SaaS)-based 
GRC (governance, risk and compliance) solution 
provider in India partnered with the Reserve Bank 
of India (RBI) to deliver compliance solutions 
for cooperative banks, lending institutions, and 
payment banks. Another example is the American 
Bankers Association (ABA) that has endorsed  
the companies in Figure 11 for the solutions  
they provide.

Figure 10: Initiatives by some other regulators 
globally

The Financial Transparency Act, US — the first US regtech law

A bipartisan proposal in Congress to transform US financial 
regulatory reporting from disconnected documents into open, 
searchable data.

Directs 8 major US financial regulatory agencies to adopt consistent 
data fields and formats for information already collected.

The Act directs that information be made available online as open 
data in a format that is electronically searchable, downloadable in 
bulk, and without license restriction.

Monetary Authority of Singapore (MAS)

MAS published a catalogue of 100 problem statements in May 
2017, as part of its Global Fintech Hackcelerator, and invited the 
global fintech community to develop solutions under 4 categories: 
Customer-Facing, Financial Inclusion, Regtech, and General.

At the annual Singapore Fintech Festival Investor Summit, MAS 
reported that 56% participating investors expressed keen interest in 
regtech start-ups. $2 billion was made available to fintech start-ups 
at the event. 

Figure 11: ABA endorsed companies and solutions

Company Product Endorsed

ComplianceEase Mortgage loan compliance technology

Global Vision AML and ATF transaction monitoring

Rippleshot Sonar Card fraud predictive analytics

Source: ABA

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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Promoting ecosystem convergence to enhance 
regtech adoption
Regulators can help to create a supportive 
infrastructure that creates opportunities 
for information exchange among different 
stakeholders within a country. Figure 12 represents 
one such example where Austria’s Central Bank 
took the lead to create an environment that would 
lower the cost of compliance and enable disruptive 
innovation to take hold. The efforts need to be 
directed at data standardisation, interoperability 
and consistent definitions to help increase 
efficiency by streamlining information sharing. 

Figure 12: Austria’s Central Bank lends support  
to regtech
 

Oesterreichische Nationalbank (OeNB)

OeNB together with country’s banking community created a new 
regulatory reporting model.

90% of the market and 800 banks have founded a joint venture, 
Austrian Reporting Services (AuRep), considered to be Europe’s 
largest regulatory reporting utility. 

This has helped to reduce the cost by greater than thirty percent.

Similarly, cross border associations are on the 
rise. The International Technical Committee 
for Blockchain Standards is a cross border 
organisation working on one of the most 
innovative technologies likely to impact the 
global regtech industry. It is currently developing 
international standards to support innovations and 
roll-out of Blockchain technology.

The FCA and the Australian Securities and 
Investments Commission (ASIC) agreed to extend 
co-operation to respective Innovation Hubs as part 
of their fintech Bridge. Other benefits include:

—  The possibility of faster licensing to 
companies that have already received 
authorisation in the other country

—  Participation in either authority’s regulatory 
sandbox

—  Co-hosted fintech and regtech events 
—  Joint policy work, research, experimentation 

and promotion of international cooperation on 
financial innovation

Conclusion: Regulators can bring together 
stakeholders to facilitate a collaborative 
approach to promote regtech
The range of activities that regulators can 
undertake to promote regtech is vast. Within 
the country they contribute by identifying areas 
of focus, launching accelerators to encourage 
and fund innovators, and enabling a closed 
environment to test the solutions. Their influence 
extends to live scenarios as they partner with 
other market participants and sometimes 
endorse innovative solutions to promote quick 
uptake. Regulators play a significant role with 
their involvement in international endeavours 
to stimulate the industry and promote regtech 
adoption globally. 

Section 1 Section 2 Section 3 Section 4 Section 5 Conclusion
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As outlined in a recent Frost & Sullivan study, as 
companies discover the advantage of deploying 
regtech solutions, adoption will grow. This is 
reflected in the expected growth for the industry, 
as shown in Figure 13.

Figure 13: Growth potential for regtech

Regtech firms typically use the software-
as-a-service (SaaS) model to cater to client 
requirements. Solutions are backed by sound 
industry knowledge, where regulations are 
understood, decoded and then included as simple 
rules. The outcomes in the form of reports are also 
designed to meet the requirements of different 
jurisdictions to further aid clients. 

Regtech provides an agile and secure framework 
for compliance
With a focus on understanding and implementing 
regulations and compliance, regtech providers 
develop a framework that is built around solutions 
that can be integrated with legacy infrastructure. 
Robust technology is the foundation for all regtech 
solutions, and the tech-enabled capabilities are 
designed for easy integration into existing systems, 
lowering risks (and costs) of adoption.

Section 4: Transformational 
Capabilities of Regtech 
Solutions

The next wave of regtech solutions will integrate 

emerging technologies such as ML and AI to deliver 

smart solutions. 

Source: Frost & Sullivan
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Since building customised compliance solutions 
is expensive and time consuming, most financial 
institutions opt for external regtech providers. 
With various business models such as Pay-As-
You-Go (PAYG) cloud solutions and subscription, 
regtech solutions also enable remote maintenance, 
reduce system downtime, and secure confidential 
financial data through encryption. Since legacy 
systems need not be replaced, costs can be 
controlled. Regtech solutions extract, process, 
clean and analyse data to enable accurate, 
consistent, configurable and secure reporting 
across multiple jurisdictions. 

The use of cutting edge and agile technologies 
such as cloud, artificial intelligence (AI), big 
data and Analytics, machine learning (ML) and 
Blockchain allow solutions to offer benefits 
of quick turnaround times, easy adaptability 
and scalability in the fast changing regulatory 
environment. Figure 14 captures some regtech 
companies that offer innovative solutions for 
various regulatory requirements.

Regtech solutions facilitate a proactive approach 
to compliance with automation and regular 
completion of responsibilities. With effective real-
time monitoring, detection of suspicious activities, 
compliance gap analysis, periodic audits, 
regulatory reporting, shortening procedures, 
increasing transparency, and enhancing reputation, 
the solutions can offer a range of services. 

Figure 14: Examples of regtech companies 

Companies Solutions

BlxLaw
Ireland

Uses a virtual regulatory adviser RegBot, 
that can be integrated into business 
workflows to help banks with compliance.

CXi Software
Australia

Enables fund managers in back-office 
administration by replacing legacy 
technology with automated and streamlined 
business processing within a technology 
ecosystem.

Datarama
Singapore

Combines advanced technology with human 
analysis to streamline traditional risk-
consulting model.

FundApps
UK

A SaaS platform that delivers a cloud-based 
service to automate shareholding disclosure 
by organising and combining regulatory 
information, regulatory compliance content 
and technology.

KYC-Chain
Hong Kong

Offers identity technology leveraging 
distributed ledgers and blockchain.

Kyckr
Ireland

Provides data access technology for Know 
Your Customer (KYC) across financial 
services and supply chain.

Trulioo
Canada

A global identity and business verification 
company providing secure access to 
traditional and alternative data sources 
worldwide to verify consumers and 
businesses online.

Source: Frost & Sullivan
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Blockchain technology applications are at 
early stages of development. The use cases of 
technology can meticulously trace the origin 
and entire history of financial transactions to 
establish ownership of financial assets. It can 
also help detect and completely eliminate 
duplicate financial transactions and curb money 
laundering. Coupled with biometric technology, it 
can establish customer credentials and promote 
customer on-boarding to serve the unbanked 
population. Figure 15 provides examples of how 
companies are using emerging technologies to 
power their solutions.

Figure 15: Application of emerging technologies  
in regtech 

Companies Solutions

ComplyAdvantage —  Uses ML and natural language 
processing (NLP) to help FIs perform 
legal checks on potential clients.

—  The solution can identify risk signals, 
people and entities with AML risk, and 
search and sort through the vast array 
of data.

Gecko Governance —  A fund management regulatory 
solution that allows users to schedule, 
manage and monitor a large portfolio 
of investment fund’s regulatory & 
compliance requirements in real time.

—  It uses one central dashboard to view 
all fund compliance requirements with 
Blockchain-integrated technology 
products.

Source: Frost & Sullivan

Emerging technologies will provide the 
foundation for game-changing solutions
Many regtech solutions make use of emerging 
technologies to enhance outcomes. While 
cloud-based services and solutions are gaining 
acceptance, other technologies are gradually 
becoming more commonplace given the 
issues related to data security and privacy. The 
implementation of data intensive technologies 
such as big data, analytics, AI and ML will be 
encouraged as new regulations such as PSD2 are 
implemented. Efforts to promote use of these 
technologies are underway. The Hong Kong 
Monetary Authority has set up a fintech innovation 
hub and a supervisory sandbox for financial 
institutions to experiment with and adopt fintech 
solutions. Additionally, the Securities and Futures 
Commission launched a regtech pilot project with 
twenty banks, to monitor and detect systemic 
risk with regtech applications. It will also explore 
how advancements in AI can enable regtech to 
increase the effectiveness of solutions by going 
beyond data collection, tabulation and basic 
analytics. Similarly, Cynopsis Solutions, Singapore, 
helps companies deal with a highly regulated 
environment cost effectively and enables 
governance, risk and compliance (GRC) and 
investment analysis and portfolio management 
using big data analytics.

Big data tools are able to separate and retain 
only the pertinent data from huge volumes of 
intricate, inconsistent and unstructured data 
such as emails, chats, telephone conversations 
and social media posts in a timely and effective 
manner. The resulting predictive analytics can 
detect suspicious behaviour.

AI-powered regtech solutions can eliminate error 
prone manual processes for quantitative analysis, 
financial risk modelling and forecasting. Rather 
than sampling, they can use the entire data sets 
and improve accuracy and predict even non-linear 
co-relations. 

Conclusion: Emerging technologies to play a 
crucial role in future-proofing regtech solutions
It is evident that the regulatory framework needs 
to be dynamic to meet the demands of the 
constantly evolving financial services market. 
The use of technology and in more recent times, 
of emerging technologies, has enabled solutions 
that are more agile and adaptive to changes. As 
systems use and learn from vast data repositories, 
and apply ML and AI algorithms, the outcomes 
are only set to improve further. With promising 
experiments around Blockchain, companies can 
expect more applications and innovative solutions 
in the next few years.
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Despite early reservations, the transformative 
effect of fintech solutions has been widely felt, 
and indeed accepted. As incumbents step up 
to adapt to the changing market environment, 
the deluge of niche products and services have 
further fragmented the market. The presence 
of an agile and robust regulatory framework is 
mandatory to meet the demands of the emerging 
market structure. Regtech solutions, built on 
similar principles as fintech, seem to offer the best 
possible options. 

Impact extends beyond compliance and  
process efficiency
Companies deal with regulatory requirements in 
a very restrictive manner and focus entirely on 
compliance. Despite spending vast amounts on 
ensuring regulatory compliance, the failure to 
look at other value additions indicates opportunity 
for improvement. This has to commence with a 
change in approach. 

The primary aim behind strict regulations is that 
companies are able to offer a safe environment 
in which consumers and enterprises can conduct 
business. If companies are able to adopt a similar 
view, they may be able to use the changes in 
regulations to not just gain competitive advantage 
by being compliant, but also look at innovations 
that can fit within the new framework. 

Companies must try to identify their short, 
medium and long term strategies that can benefit 
from compliance activities. This should include 
exploration of alternate uses for data compiled 
as part of regulatory compliance procedures. 
Rethinking business models, using the insights 
from data analytics to further strengthen 
their existing or potential offerings, are some 
options that companies can consider. Emerging 
technologies can help companies achieve the 
outcomes once they are identified.

Section 5: The Financial 
Services Ecosystem 
will undergo Systemic 
Transformation with Regtech

The impact of regtech solutions will extend beyond 

regulatory compliance, initiating a fundamental change 

in banks’ core business operations. 
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Similarly, applying the agility and flexibility 
that the new regulatory frameworks demand 
(and regtech solutions are able to provide) into 
the broader organisation will enable a better 
understanding of the market place, clients, and 
business environment. For instance, the data 
capture and analysis of communication with 
clients as part of MiFID2 can offer valuable 
insights into customer needs and behaviour. The 
inputs from structured and unstructured data can 
improve the innovation process.

Companies can also completely alter their 
operational excellence efforts. AI-enabled 
verification tools bring the duration of the entire 
verification process including submission of 
documents from a few days to a few minutes. 
The significant difference in time allows for a vast 
improvement in client on-boarding rates and can 
translate into faster growth for banks. The best 
practices enhance customer satisfaction and 
revenue generation opportunities. Know Your 
Customer (Figure 16) is one such company that 
helps customers globally.

Figure 16: Know Your Customer — faster transition 
from potential client to business engagement
 

Know Your Customer — Fully integrated KYC platform
— Document submission via app 
— 90% automation of routine tasks

Corporate Clients —  Compliance across 80 jurisdictions
—  Multiple AML database checks
—  Document stack available for reference
—  Compliance staff retains control of final 

decision
—  Report can be filed as proof of 

compliance

KYC App —  White label solution
—  Individual clients can submit documents 

within minutes
—  Multilingual options

Source: Frost & Sullivan

Companies can also harness data insight from 
cognitive regtech solutions to enhance operations. 
For example, customer credit analysis can improve 
the quality of underwriting of business loans. 
The impact on operations could include better 
productivity and cost effectiveness. 

Regulators can create rule changes that help 
companies with development of long-term 
strategies. Banks must increase involvement and 
expand their vision regarding the use of regtech 
solutions. Given that the regtech ecosystem is 
already collaborative, higher interest from banks 
at the development stage of solutions will increase 
the benefits.

Industry as a whole will benefit from lower risk 
and standardisation 
Most regtech providers offer niche products and 
services. They essentially focus on increasing 
efficiency of one aspect of the entire control 
framework. This creates opportunities for joint 
initiatives for integrated solutions, which will lead 
to a greater exchange of ideas and information 
and improve the end product. Wide use of 
products and services will increase efficiency and 
effectiveness of products and reduce overall risk in 
the industry.

Regulators are increasingly looking at 
standardisation, which is expected to result in 
collaboration opportunities. With efforts to make 
existing systems and future services compatible, 
innovators need to focus on development of 
common language and protocols. As different 
market participants work together, digital 
standardisation will be encouraged as systems 
will need to talk to each other using common 
language and protocols. The earlier example of 
FCA and ASIC working together also indicates 
that regulators are keen and working towards 
establishing common grounds where possible. 
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Regtech solution providers, with their composite 
solutions, can aid companies to meet multiple 
requirements and across many jurisdictions. 
For instance, Fenergo — a Client Lifecycle 
Management software solution provider based in 
Ireland — was able to help a Global Banking and 
Markets (GBM) entity to automate, streamline and 
standardise regulatory on-boarding processes, 
data and documentation. Additionally, centralised 
know your customer (KYC) and anti-money 
laundering (AML) processes for regulatory on-
boarding, supporting regulatory frameworks such 
as Foreign Account Tax Compliance Act (FATCA), 
Dodd-Frank, European Market Infrastructure 
Regulation (EMIR), Canadian and Asian Derivative 
Regulations, was implemented across multiple 
countries and was designed to incorporate future 
potential requirements. 

Conclusion: Industry growth will be  
encouraged as benefits of regtech extend  
to operational areas
Although systemic transformation may appear 
to be a long term ambition, implementation of 
solutions in the immediate future will contribute to 
improving operational excellence and innovation. 
Many companies have leaders for compliance and 
digital transformation, and co-operation between 
the two departments — together with the regtech 
providers — can prove to be game-changing.
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Banks need to optimise the utilisation of one their 
most valuable assets — data. The siloed structure 
of data storage makes consolidation and analysis 
extremely complex. Failure to comply with changing 
regulations is common and leads to high penalties, 
restrictions, legal action and loss of reputation.

Adoption and integration of regtech into the 
financial regulatory framework will promote the 
use of solutions and enable efficient, flexible, and 
accurate information exchange and insights. Better 
compliance by regulated entities will encourage a 
safe and stable environment in the financial services 
industry globally. If banks can adopt a digital-
first and forward-thinking approach, the financial 
regulatory culture can benefit from the flexible 
and future-proof infrastructure. The potential of a 
digitally-enabled regulatory framework will equip 
regulators and banks to adequately respond to 
evolution in the digital financial services industry. 

Multiple challenges can be expected along the 
way. Even as companies look to perform better 
when it comes to compliance and keeping up with 
new regulations, investment on regtech solutions 
is needed before they are able to reduce resources 
already deployed. Integration with existing legacy 
systems can be challenging as the solutions must 
be able to bridge the gap between what is needed 

and what can be assimilated from the system. 
Emerging technologies such as machine learning 
(ML) and artificial intelligence (AI) need access to 
data, which may not be possible given the siloed 
structures that exist today and it will be some time 
before the complete advantage of the ML and AI-
enabled systems can be mobilised. 

Additionally, issues such as Brexit may create a 
completely new environment where companies 
will need to incorporate many changes into 
their systems to continue with their established 
business growth strategies. Global expansion is 
another area fraught with challenges that goes 
beyond compliance and requires a completely new 
set of capabilities. The regtech industry itself is 
still rather fragmented, and dealing with multiple 
vendors can unnecessarily increase costs.

What is apparent is that technology enabled-
solutions are the way forward to achieve 
regulatory compliance. The collaborative 
approach of the ecosystem will help to create a 
more robust framework that will allow regtech 
solutions to offer value that extend beyond 
compliance. Regtech has the potential to enable 
operational excellence, competitive advantage 
and to help develop an innovative and agile culture 
within financial services organisations.

The Last Word:  
Summary & Conclusions

Despite challenges and uncertainties, a collaborative 

regtech ecosystem will deliver a culture of innovation 

and agility to help companies navigate an ever 

changing environment.
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Irish regtech companies have established a world-class 

reputation for helping financial services customers to 

deal with the increasingly-complex and rapidly-evolving 

regulation — as well as continuous disruption and 

transformation — that characterises the industry today.

Appendix

Ireland’s Regtech Advantage

Irish leaders in this space combine deep regulatory 
expertise, with the technology leadership to be 
found in one of the world’s foremost enterprise 
software centres. 

The ideal regtech ecosystem 
Ireland is an important operational hub for some 
of the biggest names in financial services, from 
Bank of America Merill Lynch, to Barclays and 
Sumitomo Mitsui and is the fourth-largest exporter 
of financial services in the world. It also has a deep 
heritage in the funds industry — in fact over 40% 
of global hedge fund assets are serviced in Ireland. 
As a result, its depth of regulatory expertise and 
calibre of talent is second to none.

On the technology side, Ireland is home to major 
operations for nine of the world’s top ten tech 
companies and its home-grown SMEs are the 
most innovative in the EU. Irish regtech start-ups 
therefore benefit from a uniquely concentrated 
and collaborative ecosystem and the opportunity 
to develop, test and deploy solutions that work for 
global players. 

The value proposition for global buyers
As a result, global leaders in financial services, 
who need to balance compliance with the need to 
transform their business model, choose to work 
with Irish partners who can quickly design and 
implement sophisticated regtech solutions as new 
regulatory requirements emerge. Increasingly, 
these customers are turning to Irish regtech 
partners to look beyond compliance and facilitate 
operational excellence and product development 
with enhanced utilisation of data and insights.
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