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The importance of financial innovation is increasing in the eyes of the authorities and the media. This is due
to the fact that new banking services that are emerging with the entry of new firms into the markets. As a
result, there is a wider range of these services available and greater expectations in terms of financial
intermediation. However, it can also signal the appearance of new areas of risk, requiring closer supervision
by the authorities.

In order to be able to understand and regulate this new scenario, a series of initiatives such as the public
fintech consultation by the European Commission, defined as innovations in financial services with a
technological basis, regardless of the size and volume of operations undertaken by the companies in
question. Innovation support measures are nevertheless being drawn up in a number of European countries
which differ in terms of their design and development. For example, in France, bureaucratic management
has been made easier, facilitating the entry of new offerings coming onto the markets as well as streamlining
the registration of new companies, with a closer monitoring of their activities over the first few months. The
clearest case is that of the UK with its complete framework of initiatives, including the so-called regulatory
sandboxes, temporary testing environments for new project financial innovation projects as legal precepts
are eased, all under the strictest supervision of the authorities. The regulator may have a better
understanding of how these innovations operate, taking informed decisions, as they will have been involved
in the project throughout. However, risk has also been limited, as the project is yet to enter the market and
instead is operating in a separate space. As far as Spain is concerned, the authorities undertook a
consultation last spring regarding a possible implementation of a national regulatory sandbox.

In any case, one of the main characteristics of these new policies is the willingness to improve the quality of
the dialogue between the authorities and businesses. While from a theoretical standpoint this industry-
authority interaction is highly beneficial, it is still too early to assess its effectiveness. Divergent approaches
adopted within the European Union may also lead to a series of new obstacles and a fragmentation in the
provision of these services, as some countries will offer measures that will not be permissible in others. For
this reason, the creation of a new minimum framework that harmonises operations on a European level is
desirable in order to reduce asymmetries between countries, avoiding the need for arbitration within the
single market and facilitating the provision of services on a pan-European level.
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either 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. Neither shall this document nor its contents form the basis of any contract, commitment or decision of
any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those 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. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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