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In recent years we have witnessed profound changes in the structure of a number of business sectors as a result of
the emergence of new digital competitors. The audiovisual content industry and the retail trade are now facing a
completely new competitive landscape, which has led to some business models that had seemed solid being
displaced by the strength of new entrants.

The impact of digital transformation is also being felt in the financial sector, albeit more gradually, partly due to the
weight of financial regulation, which discourages the entry of new players. Little by little, new companies involved in
what is known as fintech have been successfully competing in certain segments, such as payments, while more
recently, large technology companies have begun to integrate financial products into their digital ecosystems,
which has great disruptive potential for the sector, both because of their size and because their ecosystems have a
highly dominant position in the markets in which they operate. The ultimate reach of this disruption is uncertain and
will depend largely on how the regulatory and competition framework evolves. Digital ecosystems are likely to
become more involved in the distribution and marketing of financial products than in their final provision, at least in
more regulated areas such as deposit taking.

The integration of financial services into these digital ecosystems poses challenges for financial stability,
competition and consumer protection. On the one hand, some activities could be concentrated among a very small
number of players, making their infrastructure critical. On the other hand, the separation of the production and
distribution of financial services could discourage some incentives and generate moral hazard problems in the
granting of loans or dilute some responsibilities regarding consumer protection.

Financial regulators and supervisors need to monitor market developments closely, identify emerging risks and,
where necessary, adjust the regulatory framework in a way that ensures financial stability and consumer protection
while promoting a level playing field for competition, thus avoiding risks becoming too concentrated in the more
opaque recesses of the financial system. In an environment which involves the coexistence of different types of
suppliers and business models, this means moving towards a regulatory and supervisory framework based more
on activities and risks than on the type of entity.

In the digital economy, data are the main raw material, which means rules are required to facilitate their portability

between companies when consumers so wish. And the role of data protection and competition authorities is vital in
preventing companies from undermining the rights of data subjects or abusing their own market position to restrict

competition.

National and sector-based policies will find it difficult to take on companies and digital ecosystems that are global
and cross-sectoral. In Europe, the European Commission has cross-border powers to protect the internal market,
the standards of which tend to be taken as a benchmark in other countries or regions. That is why the EU’s
approach to data regulation and competition policy is of great relevance to the global discussion.

The European framework is one of the world’s best data protection guarantors and empowers consumers to share
their data among providers. The problem is that it does so asymmetrically: while the new Payment Services
Directive (PSD2) obliges banks to provide new payment providers, which could include the internet giants, with
access to data in real time and in a standardised manner, the latter, which are merely subject to the transversal
framework introduced by the General Data Protection Regulation (GDPR), are only obliged to share them in a non-
standardised manner and with a considerable delay. It is important to avoid such imbalances, which can
exacerbate the trend of digital markets towards concentration within a few large companies that accumulate large
amounts of information and extend their power from one market to another.
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions and estimates at the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, but not independently verified by BBVA. Therefore, BBVA offers no
warranty, either express or implicit, regarding their accuracy, completeness or correctness.

Estimates this document may contain have been made in accordance with generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, whether positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Nor shall this document or its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that in no circumstances should they base their investment decisions on the information contained
in this document. Persons or entities offering investment products to these potential investors are legally required
to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Its reproduction, transformation, distribution,
public communication, provision, extraction, reuse, forwarding or use of any nature by any means or process is
forbidden, except in cases where it is legally permitted or expressly authorised by BBVA.
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