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Abstract
The Internet digital economy is reshaping the global financial system with an irreversible trend, driving the
transformation and development of financial technology. Due to the professional complexity and cross-border
integration of financial technology, while improving the efficiency of traditional financial operations and
reducing financial transaction costs, it also poses new challenges to Chinese regulatory authorities. In view of
this, it is necessary to understand the development status of financial technology, clarify the regulatory subjects
and principles of financial technology supervision, and sort out and summarize the existing regulatory model and
its shortcomings. Finally, I will give advice on the problems existing in the practice of financial technology
supervision, and theoretical support is put forward for improving the legal system of financial supervision, so as
to promote the healthy development of financial technology.
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1. Introduction
1.1 Introduce the Background
In recent years, global financial technology has developed rapidly, and various Internet information technology
applications have sprung up in the financial field. According to KPMG’s FinTech Pulse 2015-2019 data,
investments in the fintech sector reached US$135.7 billion worldwide, involving 2,693 transactions worldwide.
(KPMG, 2021) Chinese companies also continue to be among the largest fintech marketplaces in the
Asia-Pacific region.
The Fintech Development Plan (2019-2021) released by People’s Bank of China pointed out that in the next
three years, the financial technology work should further enhance the ability of the financial industry to apply
technology. (People’s Bank of China, 2019) From clearing and payment, credit leasing, to investment and
financial management, it can be said that financial technology has penetrated into all aspects of the financial
field and is evolving from a tool role to a core part of financial development. Some scholars say that the
development of financial technology is in line with the “Disruption Innovation” (Christensen, Clayton M.,
Raynor, Michael, McDonald & Rory, 2015) proposed by economist Schumpeter, believing that financial
innovation and the development of technology are closely integrated to promote the transformation of financing
methods, usually in the form of disruptive innovation.
1.2 Introduce the Problem
However, the essence of financial technology is still finance, and it still has the risk attributes of traditional
finance. Developed countries such as the United States and the United Kingdom have earlier carried out
supervision and legislation on financial technology and have adopted a flexible and prudent attitude towards this:
first give financial technology innovation independent development space to ensure competition and form
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industry standards; then identify the problems from practice, clarify the division of labor and cooperation of
regulatory entities, establish relevant regulatory principles to eliminate regulatory blind spots that cannot be
covered by current laws, introduce certain forward-looking regulatory policies and laws in a timely manner, and
build a legal framework for the supervision of financial technology to solve the adverse impact of the lag of
financial laws on supervision.
In summary, China also needs to clarify the regulatory subjects, regulatory scope and regulatory principles and
principles of the current technology, optimize regulatory policies, and improve legal guarantees.
2. Literature Review
Since the Internet technology began to penetrate into the financial market, all financial fields involving computer
technology such as blockchain technology, cloud computing technology, digital information technology, and
network communication technology have been called financial technology. But at the official level, there is no
clear definition of fintech; And there is no consensus in the academic community on this.
Fintech first appeared in the nineties, and Citibank in the United States was the first institution to realize that
technological innovation could be applied to the financial field, so they launched a research project called
Financial Services Technology Consortium, which set a precedent for the combination of the words finance and
technology. (HM Treasury, 2015) After that, Western countries will use electronic information, computer
technology, and communication and Internet technology in the financial field, collectively known as Financial
Technology, that is, financial technology, and at the same time derived a new word Fintech. Based on this, the
Financial Stability Board (FSB) preliminarily defines fintech as the financial innovation brought about by
technology, resulting in business models, technology applications, and processes and products that have a
significant impact on financial markets, institutions, and financial services.
Zhou Xiaochuan (2019) believes that the essence of the financial industry is the information industry from the
perspective of application, so the core of financial technology is the practical application of these information
technologies in the financial field. (Zhou Xiaochuan, 2019) Fintech is driven by cutting-edge technologies such
as big data, artificial intelligence, and blockchain, all of which rely on the development of information
technology. From the perspective of technological innovation, Lu Minfeng (2017) believes that financial
technology is a process of integrating the information technology of the Internet with the traditional financial
industry, and using technological advantages to re-innovate the original financial business, model and operation
process. (Du Qingyu, 2020) For example, traditional financial services can achieve accurate portraits of
customers through large databases in order to provide personalized services and optimize user experience. Chen
Hong and Guo Liang (2020) believe that modern scientific and technological achievements are only a means to
better promote the quality and efficiency of the financial industry, thereby promoting inclusive financial
development and preventing financial risks. (Chen Hong & Guo Liang, 2020) For example, fintech companies
can help traditional financial institutions shorten transaction processes, reduce transaction costs, and quantify
risks in the link of financial activities. Dong Zhenliang et al. (2020) believe that technology is the foundation and
finance is fundamental from the perspective of reality theory. (Zhenliang Dong, Zongxiao Xie, Baiwan An &
Runhui Lin, 2020) For financial technology, financial attributes and technological attributes should not
overemphasize one party, neither should be discarded, and should be treated as an organic whole.
Although there are differences in the scope and definition of fintech in different departments and scholars, its
core elements include: new technology, finance, application innovation, efficiency, and other keywords.
Therefore, according to the above elements, financial technology can be summarized as the combination of
traditional financial industry and digital information technology, applying artificial intelligence, big data, cloud
computing, database, and other technologies to traditional financial services, promoting financial innovation
with high financial efficiency and greatly reduced consumption costs.
3. The Dilemma of Fintech Regulation
3.1 The Risk of Financial Technology
With the increasingly fierce market economy, the field of financial technology has attracted unprecedented
attention from capital from all countries, and financial technology innovation has become the key to affecting the
high-quality development of the economy and finance of various countries. In recent years, adhering to the
principle of ‘no innovation and no development’, China’s Internet finance technology giants, especially in the
field of electronic payment, have appeared a hundred flowers in the situation, extending the payment industry
chain to Internet enterprises, merchants, individuals, and constantly penetrating into other financial services such
as credit and Robo-Advisory. In the heyday of third-party payments, there were not only cases where
commercial banks were abandoned. (Wang Qufei, 2019) Moreover, under the guise of innovation, illegal
fundraising, pyramid schemes, fraud and other illegal and criminal activities are carried out. Up to now, the
explosion of P2P, cash loans, campus loans, virtual currency prices soaring and plummeting and other chaos
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have frequently exploded. (Sun Xueying & Sun Han, 2017) Fintech not only affects the traditional financial
ecology and changes the development of the financial industry, but also changes the transmission mode of
traditional financial risks. Its cross-regional and cross-field characteristics make the external spillover effect of
market stability greater, and bring new challenges to financial supervision, competition supervision and data
privacy supervision. (Chen Yanda, Wang Yufeng & Zhang Qiang, 2020)
3.2 The Regulatory Failure of the Legal System
In the long history of Chinese financial supervision, the cycle of “deregulation-excessive innovation-financial
crisis-strict supervision-suppression of innovation-deregulation” highlights the problem of balancing financial
efficiency and security, especially in the context of the rapid advancement of financial technology. (Yang Dong,
2018) In the early stage of the development of financial technology supervision, it was mainly aimed at online
payment and credit card payment of traditional financial institutions, and the supervised entities in this period
were credit card fraud, cash-out, securities fraud and other problems in banks, securities and other financial
institutions. In order to encourage innovation policies that tend to be prudent supervision, the regulatory policies
at this stage are relatively moderate, targeting P2P, crowdfunding and third-party payment institutions such as
online fraud, illegal fundraising, and illegal establishment of capital pools. (Du Qingyu, 2020) At this stage of
the development of financial technology, although the subject of supervision continues to expand, from
traditional financial institutions to non-financial institutions, the original principle of prudential supervision has
changed to the principle of fair supervision, and the supervision has also changed from relaxed supervision to
strict compliance supervision, but in the face of the accelerated rise of scientific and technological innovation,
there are obviously many regulatory gaps in the existing financial regulatory system and legislation. For example,
the essence of a fintech company’s joint loan has penetrated into the bank credit business, but because the
existing legal and regulatory rules do not include the credit business of non-bank institutions into the regulatory
system, it can legally circumvent supervision, fully exposing the limitations of the regulatory system.
3.3 The Lag in Financial Regulatory Legislation
The innovation of financial technology is generally advanced, risk prediction is difficult, with professional
complexity, usually requires related majors such as computer, mathematics and other technical personnel to
operate. For example, in the 2015 stock market crash, the new technology represented by the HMS system was
one of the causes of the stock market crash, and the behavior of securities companies opening accounts for the
allocation company through the HOS system, as well as the risks brought by this behavior, regulators lacked
sufficient technical means to monitor and warn, let alone take effective monitoring measures. (Liu Yan & Xia
Daile, 2016) On the one hand, most of the existing regulators are from economics, finance and other majors, and
do not have relevant technical knowledge and means, on the other hand, the lack of interdisciplinary compound
talents in financial technology regulators is not only detrimental to supervision and cannot achieve effective
regulatory effects, but also may cause systemic risks in the financial field. In addition, fintech companies are
increasingly showing a trend of cross-border development, and the financial products or services they provide
are integrated. Internet technology giants use the advantages of data and algorithms of product platforms to enter
the financial industry in the fields of payment, wealth management, online lending, investment and financing,
making it more difficult for traditional regulators to determine regulatory behavior and regulatory objects. (Li
Min, 2019) The regulatory system is also decentralized, for example, the management of financial information
service business belongs to the Internet information management department, the online lending business
belongs to the banking regulatory department, and the supervision of equity crowdfunding financing belongs to
the securities department, etc. (Zhong Huian, 2018) It is difficult for different financial institutions to exercise
their supervisory powers under the current regulatory system, and many problems such as unclear regulatory
responsibilities, cross-supervision and regulatory gaps have emerged.
4. Improvement of the Legal System for Fintech Regulation
As a norm, the content of law is abstract and general, and if the law is not stable and concrete, it will not only be
difficult for the people to adapt, but also the judiciary will not be able to apply it. The innovation of financial
technology is the generation of new things, which will definitely be ahead of the current regulations, otherwise it
is not called innovation. However, while the pace of innovation continues, financial regulators should also
strengthen supervision and enhance the forward-looking and predictability of the law, so as to play a positive
role in guiding and promoting development.
4.1 Clarify the Subject of Supervision
In China’s regulatory system, the banking regulatory authority under the State Council and its dispatched
agencies are responsible for formulating a supervision and management system for the business activities of
online lending information intermediaries and implementing conduct supervision. The Ministry of Industry and
Information Technology is responsible for supervising the telecommunications business involved in the business
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activities of online lending information intermediaries. The Ministry of Public Security takes the lead in
supervising the security of Internet services of online lending information intermediaries, investigating, and
punishing illegal activities that violate network security supervision in accordance with law, and cracking down
on financial crimes and related crimes involved in online lending. The Cyberspace Administration of China is
responsible for supervising financial information services, Internet information content and other businesses.
(Sun Xueying & Sun Han, 2017) It can be seen from this that the above-mentioned classified supervision
involves a large number of complex departments and unclear boundaries, and it is easy to have low supervision
quality, difficult to pursue responsibility, and insufficient supervision. Fintech has technical complexity and
cross-border integration, which makes regulators in a rather weak position in financial activities. Therefore, the
method adopted by financial technology supervision must be multi-angle, multi-level, all-round and
cross-departmental, requiring the internal unity of the target system of financial supervision, and must move
from separate supervision to further overall supervision, or strengthen the coordination and cooperation of
different regulatory entities under the existing regulatory system to form a regulatory synergy and improve
regulatory efficiency.
4.2 Establish Regulatory Standards
If regulatory rules and standards are not transparent and transparent, market players will be at a loss; if the
standards are formulated unreasonable and unscientific, market entities will flee if they cannot do so, and market
competition may appear disorderly. Promoting fair competition in the market is one of the goals of regulation.
When performing their duties, regulators should not take into account the nature, scale, background, etc. of the
objects of supervision, nor should they have special tendencies, but should treat them equally in accordance with
legal requirements, implement the principles of competition and fair supervision, accelerate the improvement of
an open and transparent regulatory rules and standard system, clearly define the boundaries and scope of
supervision, and achieve regulatory purposes such as maintaining the stable operation of the market, fairness and
justice. In addition, the object of supervision should jump beyond the scope of the original financial licensed
institutions, and some non-licensed Internet technology enterprises should also be included in the scope of
supervision as long as they engage in links related to financial business. Different regulatory measures should be
determined according to the specific business, risk size, market influence, importance of the business involved,
market share in the entire business chain, etc. of different participants of fintech enterprises, and timely
regulatory intervention should be carried out, and the standards of legal supervision should also be determined
according to the principle of proportionality in a targeted manner to prevent one-size-fits-all supervision from
hindering the innovation and development of fintech.
4.3 Improve Laws and Regulations
At present, the norms of financial technology supervision are scattered in the laws, financial policies and some
rules and practices of various departments, and a relatively complete legal system has not been formed as a
whole. The basic legislation at the national level is the core and foundation of a country’s legal source, and all
kinds of regulatory rules and other subordinate laws must be based on the basic legislation of the state. In the
absence of basic national legislation, it is easy to have regulatory difficulties, conflicts of rules, and conflicts
between law enforcement and justice, which is not conducive to the unification and implementation of national
laws. However, due to the rapid pace of change of technology financial services and products, existing laws
cannot keep pace with the innovation of technology finance. Digital information technology has become the core
driving force of financial development, build a legal framework for financial technology, formulate systematic,
principled, and professional financial technology legislation in a timely manner. In addition, certain and stable
laws should be formulated on macro issues such as the entry threshold, enterprise capital holding and risk
management process of the technology and finance industry. However, more detailed, and comprehensive
policies and rules and regulations should be relied on to solve micro details of the technology and finance
industry. This is in response to the cumbersome and time-consuming revision procedures of the law, in order to
give full play to the role of effectively regulating the technology and financial sectors.
Finally, integrating regulatory concepts and regulatory paradigms into the provisions of legal norms is crucial to
promoting the country’s adaptation to the changes of the times, accelerating the high-quality development of
finance, and maintaining the financial stability and national security of the market.
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