
Dynamics of Innovation in RegTech 

Determining future dominant designs and what drives them 

Dr. iur. Guenther Dobrauz-Saldapenna, MBA  

 

 

PwC Legal Switzerland 
We are building the law firm of the future.  
Every day.  

www.pwclegal.ch 



Contents 

The dynamics of 
innovation 

RegTech in a 
nutshell 

How can 
RegTech manage 
compliance  
risks? 

AFD // 
RegRadar // 
Contact 
 5 

Our effort 

1 2 

3 

What we see 
within the 
industry 

4 

6 

7 



24 April 2018 

PwC   

The dynamics of innovation 

1 The dynamics of innovation 

Dynamics of Innovation in RegTech 

3 



24 April 2018 

PwC   

How we should see regulation 
 

1 The dynamics of innovation 

Dynamics of Innovation in RegTech 

4 

Innovators  Early 
Adopters  

Early 
Majority  

Late 
Majority  

Laggards  

Time 

Dominant Design 

Dominant Design 

Key Success/Performance Parameter 

In
n

o
v

a
ti

o
n

 
P

r
o

d
u

c
ti

o
n

/ 
E

ff
ic

ie
n

c
y

 



24 April 2018 

PwC   

How we should see regulation 
 

1 The dynamics of innovation 

Dynamics of Innovation in RegTech 

5 

Innovators  Early 
Adopters  

Early 
Majority  

Late 
Majority  

Laggards  

Time 

Enforced Standard 

Enforced Standard 

Key Success/Performance Parameter 

R
e

g
u

la
ti

o
n

 
P

r
o

d
u

c
ti

o
n

/ 
E

ff
ic

ie
n

c
y

 



24 April 2018 

PwC   

Horizons of technology disruption 

6 
Dynamics of Innovation in RegTech 

1 The dynamics of innovation 

1995 now 2025 

WWW 

Mobility 

Social 
Visualisation 

Networking 

Cloud 
Big 

data 

Data analytics 

Early machine learning 

IoT 

Hybrid 
cloud Containers 

Cybersecurity 

Natural language processing Large scale machine learning 

Deep learning Reinforcement learning 

AV/VR Biometric identity 

3D/4D 
printing 

Blockchain 

Autonomous systems – 
cars and drones 

Nano-tech 

Advanced robotics – cyborgs, 
swambots 

Super computer – 
quantum, neuromorphic 

Autonomous super 
systems 

0 

3 

5 

15 

T
im

e
 i

n
 y

e
a

r
s

 t
o

 p
e

a
k

 o
f 

a
d

o
p

ti
o

n
 

Time to exponential technology breakthrough point Source: dimensions data via @mikequindazzi 

Robotics 

Past  
(Internet) 

Different 
(Cloud) 

Beyond 
(Smart ecosystems) 

Other 
(Super society) 



PwC 

24 April 2018 

The Computational Age 

7 
Dynamics of Innovation in RegTech 

1 The dynamics of innovation 

Computa- 
tional  

Era Analog 
Era 

Auto-
mobile 

Pres  
releases 

Digital  
Era 

Early 
computers 

Charge 
cards 

Telegraph 

Tele-
phones 

Personal 
Computers 

Fiat 
Currency 

Internet long 
tail commerce 
(merchant law 

take 2) 

Credit 
Cards 

Globali-
zation 

Artificial 
Intelligence 

Crypto 
Infrastructure 

Internet of 
Things 



24 April 2018 

PwC   

RegTech in a nutshell 

8 
Dynamics of Innovation in RegTech 

2 RegTech in a nutshell 



24 April 2018 

PwC   

The new “Tech” phenomenon  
RegTech as an example of a new industry 

9 
Dynamics of Innovation in RegTech 

2 RegTech in a nutshell 

FinTech RegTech LegalTech ComplyTech InsurTech SupTech 
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The technology was created to address challenges ranging from 
traditional compliance and risk management to data reporting and 
transmission, and much more. 

Compliance requirements include both new and existing rules, 
regulations, sanctions, and industry-specific guidance as prescribed 
by the respective regulatory body. 

Regulatory bodies covered are industry specific and can include 
governments, councils, or agencies. 

RegTech | noun | /reg-tekˈ 

Technology that addresses regulatory challenges and facilitates the delivery of 
compliance requirements 
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RegTech 2.0 RegTech 1.0 

1967 2008 

Analyzing exchange  
based activities  

Quantitative risk 
management 

Technical  
solutions  
to Basel II 

Use of technology 
to facilitate  
compliance 

Improve  
supervision  

and regulation 

Cost and Time Efficiency Gains 

Regulatory  
Reconcept- 
ualization 

• RegTech refers to technological solutions that streamline and 
improve regulatory processes 

• In contrast to FinTech’s inherently financial focus, RegTech has the 
potential to be applied in many regulatory contexts 

• RegTech has emerged in response to top-down institutional 
demand arsing from the exponential growth of compliance costs, 
whereas FinTech growth has been fueled by start-ups 

• RegTech 1.0-2.0 represents the digitization of regulatory processes 
and RegTech 3.0 is about a regulatory framework for the digital age 

Source: CFA Institute 
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PHASE 1 

MANUAL 
Manual data capture based on cycle times 

PHASE 2 

WORKFLOW AUTOMATION 

Compliance software establishes consistent 
workflow 

PHASE 3 

CONTINUOUS MONITORING 

Applying data science to automate the back 
office 

PHASE 4 

PREDICTIVE ANALYTICS 

AI and machine learning are proactively 
identifying and predicting risk 
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Biometrics 

Machine  
Learning  

& Artificial 
Intelligence  

Blockchain &  
Distributed  

Ledger 

Application  
Programming  

Interfaces  
(APIs) 

Shared Utility  
Functions & Cloud 

Applications 
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• Data mining algorithms can organize and 
analyze large sets of data, even if this 
data is unstructured and of a low quality 
(e-mails, pdfs, spoken word).  

• In the future, artificial intelligence could 
even be applied in software automatically 
interpreting new regulations.  

• Improvements in cryptography lead to a 
more secure, faster and more 
efficient and effective data sharing 
within financial institutions. 

• Most notably are the more efficient 
risk data aggregation processes.  

• Shared utility functions and cloud applications could allow 
financial institutions to pool some of their compliance 
functions on a single platform. 

RegTech 
Technologies 

• Biometrics is already allowing for large efficiency and 
security improvements by automating client identification, 
which is required by KYC regulations.  

 

• Blockchain and other distributed ledgers 
could in the future allow for the 
development of more efficient trading 
platforms, payments systems, and 
information sharing mechanisms in 
and between financial institutions.  

• Application programming interfaces 
(APIs) and other systems allowing for 
interoperability make sure that 
different software programs can 
communicate with each other.  

• APIs could, for example, allow for 
automated reporting of data to 
regulators.  

Source: Institute of International Finance 
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100% 

23.1% 

23.0% 

11.5% 

11.4% 

5.8% 

5.5% 

4.9% 

[VALUE] 13.7% 

KYC AML GDPR MiFID II Basel III PSD 2 Solvency II AiFMD Other Total 
Amount 
Invested 

• Investments to RegTech startups are on pace for a record year. Private market investors have poured approximately USD 5 Billion across 
600 deals into regulatory technology startups in the last 5 years. 

• Most RegTechs are supporting in the area of AML/KYC. 
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Source: Thomson Reuters/OCEG 
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Description  
Inceptio

n 
Location People Industry Service 

Arkk Solutions 

Reporting software for (AIFMD, FORM PF, 
Solvency II, COREP, Finrep, HMRC, iXBRL 
Reporting) 

2009 UK 11-50 Regulatory 
Reporting 

Technology 
 

Ayasdi 

Helps companies use machine intelligence and 
topical data analysis for risk mitigation and 
regulatory compliance 

2008 US 200+ Risk Management Technology 

KYC Exchange Net 
Secure communication platform for KYC/CDD 
purposes 

2013 CH 1-10 Identity 
Management & 
Control 

Consulting & 
Technology  

DerivativesTech 
Automated production of PRIIPs KIDs 2015 DE 11-50 Compliance Technology 

Paymentscompliance 

Publication of legal and regulatory changes affecting 
the global and emerging payments communities 

2013 UK 11-50 Transaction 
Monitoring 

Consulting & 
Technology 

Investment 
Navigator 

Cross-border and product suitability guidance with 
regards to regulatory, tax, product, and offering 
management specific requirements and restrictions. 

2014 CH 1-10 Compliance Consulting & 
Technology  

Around 
160 RegTechs 

Regulatory 
Reporting 

Risk  
Management 

Identity Management 
& Control 

Compliance Transaction  
Monitoring 

20 RegTechs 30 RegTechs 40 RegTechs 50 RegTechs 20 RegTechs 
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Obstacles in 
regulation and 
legislation 

Data 
harmonization 
and definition 
issues  

Regulatory 
deadlines for IT 
upgrades  

Inefficiencies 
due to outdated 
methods used 
by regulators 

Analytics for 
identifying 
suspicious 
transactions  

• A lack of data standardization and 
harmonized definitions of key reporting 
concepts impedes the aggregation of data.  

• Definitions of data and key regulatory concepts 
differ widely internationally.  

• The heterogeneity of national requirements 
and regulations makes it unattractive to develop 
solutions that cover national regulatory 
requirements. 

• Implementation deadlines of regulations 
can be unrealistic – particularly when they 
have far-ranging impacts.  

• Short deadlines can force FIs to comply 
through tinkering around the edges of existing 
(legacy) infrastructures with suboptimal 
outcomes, rather than through fundamental 
overhauls of their IT systems. 

• Interacting with the regulators by using qualitative 
reports and large data sets can be labor intensive. 

• When regulators use online portals requiring forms 
to be filled in manually, it may lead to 
inefficiencies and errors.  

• Less developed interfaces for data reporting 
purposes which are just electronic versions of 
the paper format (pdf documents) may cause 
redundancy.  

• Restrictions on the use of data and new 
technologies can be outdated, while creating 
inefficiencies and complexity in risk and IT 
infrastructures.  

• Regulations and laws impact the use of data 
and (new) technologies in various ways. e.g. 
they can curb the use or sharing of certain 
data, require certain activities to be 
automated, or designate activities that should 
not be done in automated ways. 

• Lack of industry collaboration 
on analytics to identify and report 
suspicious transactions for 
AML/CTF, sanctions compliance 
or pattern recognition. 

• Currently, surveillance is only 
conducted on a per-institution 
basis, which does not facilitate 
efficiency and effectiveness in 
recognizing suspicious trades. 

Source: Institute of International Finance 
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• Firms still feel unprepared to meet regulatory requirements. 

• Proactively managing risks and regulation is a top investment priority for firms globally. 

• However, PwC’s latest survey reveals few are very prepared to implement a strategy, despite its importance. 

Customer-Centric Business Model 

 
Optimized Distribution 

Simplification 

Information Advantage 

 
Enabling Innovation 

Very 
prepared 

Significant 
Investment 

Very 
Important 

0%       10%      20%      30%      40%      50%      60%      70% 

Six Priorities: Significant gap between preparedness and importance 
Survey of Global Banking Executives 

Proactively Managing Risks and Regulations 

Source: PwC Banking 2020 Survey 
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Banks are actively 
making investments 
in RegTech. 
 
They have made 
investments to 
identification and 
background 
checking software, 
blockchain and 
trade monitoring. 

Trademarks reproduced herein are the property of their 
respective owners. Their use is for illustrative purposes only 
and does not imply any affiliation or endorsement with or 
by the trademark owner. Source: CBInsights 
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EXCHANGES 

DARK POOLS 
BROKER 
DEALERS 

REGULATORS 

Consolidated audit trail Disparate trade data 
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• Manual ad hoc reporting 
is being overhauled.  

• Since firms are required 
to 

    implement data analytics,  
     quantitative risk modelling,      
  real time reporting they are 

  turning to RegTech to comply.  

• RegTech companies are creating 
software to automate compliance 
workflows. 

 

• The complexity of the  
regulatory landscape has  
firms calling for regulators  
to standardize requirements.  

• Regulators are starting to form  
working groups to help consolidate 
requirements and cross-educate. 

• Examples include several “sandbox  
regimes” across the globe. 

 

 

• Although sanctions for violating regulatory 
  compliance laws are already high, new 
        scandals continue to emerge.  

• Especially the AML/KYC sector is 
very exposed for such scandals. 
      Therefore, RegTech solutions 
           are especially relevant for 
             this sector. 

 
• An increasing regulatory pressure has created 

more surface area for compliance gaps. 

• Currently, the number of regulations  
that the financial services, health- 
care and other major industries  
are responsible for tracking is  
already daunting. 

• For example, there are over  
750 regulators globally  
issuing on average 200  
daily regulatory alerts. 

 

Regulatory 
Pressure 

Increased non-
compliance 

Raising of the 
technical bar 

Standardi-
zation 
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2013 – 2017 
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• Investors continue to find early-stage opportunities in RegTech. 

• Early-stage (seed/angel and Series A) deals accounted for approximately 48% of deal share in 2016 and 50% 
in 2017. 

• Investments to legacy software providers have contributed to a spike in late-stage (Series D and later) 
investments, which accounted for 15% in 2017. 
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37% 

10% 
9% 

6% 

6% 

6% 

4% 

4% 

19% 
United Kingdom 

India 

Canada 

Israel 
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Singapore 

Other 

2013 – 2017  

• Outside the US, the UK leads with 37% of deal share 

• Europe has been a hotbed for early-stage RegTech startups, with a focus on solutions for the financial 
services industry. 

• India came in second with 10% of deals, followed by Canada with 9%. 
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Trademarks reproduced herein are the 
property of their respective owners. Their 
use is for illustrative purposes only and 
does not imply any affiliation or 
endorsement with or by the trademark 
owner. Source: CBInsights 
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Regulatory roadmap for Asset & 
Wealth Managers – In a nutshell 

AFD // RegRadar // Contact 



The PwC Legal  
Innovation Vlog  
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www.pwc.ch/regulatoryradar 
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