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Overview 

• NT’s 2011 policy paper “A safer financial sector to serve South Africa better” indicates 
that new technologies and innovative approaches that reduce costs and broaden access 
to financial services have benefitted and can continue to benefit previously unbanked 
and underserved South Africans. 

• Any South African fintech policy should appropriately enable financial inclusion and be 
underpinned by financial inclusion as a key policy objective. 

• An Intergovernmental Fintech Working Group comprising representatives of NT, SARB, 
FSCA, FIC amongst others, is considering a coordinated and harmonized policy response 
to fintech and innovation in the South African financial sector. 

• Inaugural workshop of the IFWG held in April 2018; a dedicated session on financial 
inclusion was part of the programme. Outcomes will feed into a final policy position.  
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What is fintech, why does it matter?

• Fintech can be applied to a wide range of areas, including electronic payments, automated
advice, delivery channels, cybersecurity and peer-to-peer lending.

• It does not only refer to start-ups or new entrants, but can include scale-ups, maturing
companies, and non-financial services companies such as telecommunication providers
and e-retailers.

• Fintech holds the potential to deliver benefits to consumers through improved access to
financial products, greater flexibility, speed of delivery and service, and more competitive
prices.

• Policymakers and regulators need to understand how to approach fintech innovations so 
that the innovations do not create un-level playing fields or negatively affect competition. 
Consideration needs to be given to how customers understand and interact with 
innovative financial products and platforms, and what customer protection principles do 
and should apply in these circumstances. 
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A coordinated policy response

• Policymakers must carefully balance the risks and benefits that innovations can 
bring. 

• Regulation needs to be appropriate, proportionate, adaptable and co-
ordinated across different regulators in order not to hinder innovation.

• As noted by the Organisation for Economic Co-operation and Development 
(OECD), the “goal for policy makers and regulators is to facilitate innovation 
where it has the most potential and to provide improved outcomes for 
consumers, to strengthen household economic resilience, while ensuring that 
risks are anticipated, understood and managed”.
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Findings of report: The impact of the 4th industrial 
revolution on the South African financial services market

• The country’s significant potential for digital innovation must be considered alongside 
concerns of whether this will be exclusionary, and whether the transformation will 
enhance or diminish domestic value creation

• Digital products and services have to compete with the high dependence on cash as a 
payments instrument, driven by the preferences and behaviour of low-income 
consumers

• Digital and fintech innovation in South Africa largely caters to a niche, relatively affluent 
and financially-savvy consumer market

• Although there is rising adoption of smartphones and an incoming generation of 
millennials more familiar with digital technology, translating this into the use of more 
sophisticated financial services is constrained by the state of South Africa’s digital 
ecosystem and  the relatively low levels of financial literacy

https://www.coefs.org.za/research-reports/impact-4th-industrial-revolution-south-african-financial-services-market-report/
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Findings of report: The impact of the 4th industrial 
revolution on the South African financial services market

• On the supply side:

– South Africa’s funding environment is not well suited to supporting high-risk start-
ups, and fintechs may struggle to attract international investment 

– A shortage of entrepreneurial skills generally within the country5, combined with a 
lack of deep financial sector knowledge and experience among fintech start-ups, 
creates issues of credibility when looking for funding and partnerships

– Lack of clarity and guidance on how fintechs fit into existing [financial sector] 
regulation means South Africa’s comprehensive regulatory environment is daunting 
for fintech start-ups and generates significant compliance risk
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Fintech not a silver bullet for financial inclusion 

• Some fintech innovations that could support financial inclusion: open architecture, 
artificial intelligence and data analytics, alternative credit scoring, digital identity 

• However, while innovation can bring down costs and broaden access, fintech shouldn’t 
be seen as a ‘quick fix’ solution to financial inclusion. 

• Particular considerations for fintech and inclusion:

– Digital gap: access to technology not as wide spread amongst the excluded. E.g. 
smartphones, internet access 

– Digital literacy: comfort and ease of using new technologies could present barriers 

– Cost: innovations can present user costs that in some instances may in itself present 
a barrier to participation 

– Appropriateness: innovations may not be aimed at meeting the needs of those who 
are excluded/underserved; many aimed at improving efficiency and simplicity for 
those already participating  
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Leveraging fintech to support inclusion

• To ensure that the benefits of fintech innovations are properly leveraged for 
sustainable financial inclusion in an economy, the following policy considerations are 
important:

1. Effective consumer protection oversight 

2. Consumer education for a digital age 

3. The role of regulation 
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1. Effective consumer protection oversight 

• Any policy supporting fintech must be aware of the risk of disenfranchising those who are 
digitally less-literate or who have no access to digital platforms. Financial exclusion can be 
driven by many factors, including:

– lack of digital literacy

– complexity of the products and services offered 

– levels of financial experience or knowledge 

– infrastructure

– Demographics

• Regulators must ensure that financial products and services offered are appropriate to the 
needs of the target markets. 

• Innovations can present new channels of fraud; adequate security measures are 
important to safeguard consumer interests
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2. Consumer education for a digital age 

• Responsible Finance Forum VIII: regardless of the channel through which customers 
access financial services, consumers need to be made aware of their rights and 
responsibilities in their engagement with financial service providers

• Limited adaptation of consumer protection and financial education frameworks to the 
trends and challenges of fintech 

• Efforts to improve financial inclusion through use of fintech should ensure adequate 
attention is paid to strengthening customer empowerment, knowledge and risk 
awareness. 

• Fintech also presents the opportunity to harness new technologies to improve consumer 
financial education and awareness – e.g. new channels of presenting accessible info at 
‘teachable’ moments in a product lifecycle
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3. The role of regulation 

• Effective coordination between policymakers, central banks, financial supervisors, 
relevant regulatory authorities, financial ombudsmen and others, with responsibilities 
related to fintech, is key to ensuring consistent outcomes are achieved in the financial 
sector. 

• Twin Peaks model, currently being implemented, aims to put in place a regulatory 
framework that better responds to the dynamic nature of the financial sector, including 
fintech. COFI Bill will bolster this approach

• Approach is intended to better keep pace with changes in the sector – including those 
brought about by technological innovations – to ensure pillars of stability, conduct, 
inclusion, and integrity, are not compromised.

• Growing need to coordinate internationally too given cross-border nature of new 
innovations. Makes coordinated domestic approach more important.  
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SARB and fintech 

The Prudential Authority is granting 3 new bank licenses (Bank Zero, Discovery and Tyme 
Digital) – the new entrants increases the potential of increased competition

The SARB’s Fintech Programme had 3 focus areas in 2018: 

• Policy and regulatory implications

– Currently reviewing 2014 position on crypto assets in in collaboration with the 
Intergovernmental Fintech Working Group (IFWG)

• Fintech data collection - to inform policy positions

• Innovation facilitation and collaboration

– Project Khokha

– Part of inaugural IFWG workshop: Focussed on crypto assets, financial inclusion, 
innovation facilitation and policy/regulatory responses

– Innovation facilitation: Innovation hub, regulatory sandbox and innovation 
accelerator

12



Possible innovation facilitator structures

• Innovation Hub: The central point of contact for all matters related to fintech innovation, 
both for how it impacts on the SARB and for how it affects the elements of the financial 
services industry that it is responsible for. The Innovation Hub, through its Regulatory 
Guidance Unit, is to provide informal guidance to both regulated and unregulated firms in 
order to help them navigate the regulatory framework.

• Regulatory Sandbox: The regulatory environment created specifically to enable the live 
testing of new products or services in a controlled setting. The sandbox is created through 
the extension of regulatory relief to the industry. The sandbox may also be used to test a 
regulatory approach or a framework for an as-yet-unregulated product or service.

• Innovation Accelerator: The space for working on and learning about innovative financial 
services products and services through collaboration and testing proof-of-concept use 
cases with others, including other central banks, the financial services industry,        and 
individual firms. The aim is to accelerate the adoption of innovative solutions by the central 
bank and industry. 

• Policy Lab: Not yet defined, but will consider the impact of innovation on the existing 
legislative and regulatory framework. Will bring different thinking and tools to bear on 
policy challenges.
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Project Khokha – phase 1

• Planning started late in 2017, with execution  
running for 14 weeks from January to April 
2018

• Initiated to experiment with DLT as a 
mechanism for managing wholesale 
payments between settlement banks i.e. 
suptech (supervisory use of technology)

• Involved 7 participating banks (Absa, Capitec, 
Discovery Bank, FirstRand, Investec, Nedbank 
and Standard Bank) together with both a 
technical partner and support partner

• Project managed by SARB Fintech Unit 
according to innovation accelerator 
approach
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FSCA fintech approach 

• The FSCA is primarily focused on ensuring regulatory oversight that ensures fair customer 
outcomes.

• Recently established an Innovation Hub and Fintech unit that is currently being capacitated.

• Technology will present new innovations and efficiencies,  but there will also be new risks and our 
Fintech strategy will strive to create a balance  between risk and innovation to achieve its 
objectives.

• This may require a blend of existing regulations subject to certain amendments, supplemented by 
new regulations where necessary.

• Any regulatory interventions will be principle based, activity centered and technology neutral.

• The FSCA team will work closely with FinTech leads in the PA, SARB and FIC to ensure a harmonised
and consistent approach.

• Our Fintech unit will also explore regulatory and supervisory technology (Regtech and Suptech) to 
enable regulated entities and supervisory divisions to be more efficient in managing regulatory 
compliance and achieving effective oversight.
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FSCA fintech approach 

• Our intended strategic outcomes for the unit are summarised below:

 Active participation in the IFWG

 Establishment of Fintech Unit and innovation hub

 Finalisation and establishment of an Innovation Hub protocol with other financial 
sector regulators through the IFWG

 Establishment of a Regulatory Sandbox, or participation in multi-regulator 
sandboxing with other financial sector regulators through the IFWG

 Co-hosting, with IFWG members, of engagement conferences with the FinTech
sector

 Co-hosting of hackathons with IFWG members

 Development and implementation of the FSCA data strategy

 Recruitment of necessary specialist skills.
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QUESTIONS
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