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Much attention has been paid to
China’s massive crackdown on its
tech titans, particularly those
providing financial services.
The quashing of Ant Group’s
mega initial public offering in
Novemberlastyear was only the
beginning. Since then, China’s
regulators have required, among
other things, that the financial
services divisions of Big Techs be

restructured and subjected to much

more supervision thanin the past.
While China’s regulatory fury has
now widened in scope beyond
financial services (education,
gamingand social media),
policymakers in some other Asian
countries have also raised red flags.
Forinstance, India’s central
bank, the Reserve Bank of India,

: tasked with monitoring the global
' financial system, has highlighted

: financial stability implications and
 other risks posed by the entry of

'+ Big Techsin finance, especially in
: developing economies.

Inasimilar vein, the Bank for

 International Settlements (BIS),

i often called the central bank for

i centralbankers, recently

it reiterated the imminent need for
i regulatorsbothat the domestic

'+ and international levels to

i carefully monitor and mitigate the
1 complex systemic risks posed by

i BigTechs.

 SECOND WAVE OF DISRUPTION

Big Techs’ entry into finance

i represents the second wave of
 disruptionin the financial sector.
i The first wave was marked by the
: emergence of smaller fintech

! players. While fintech firms
 presented a few novelrisks to
 financial stability arising from

i theirprovision of products like

i peer-to-peerlending and

¢ currently under way with the entry
: of Big Techs is likely to be far more

¢ disruptive. Although financial

i services constitute asmall portion

¢ of Big Techs’ overallrevenues

i currently, there is significant

: potential for expansion.

Inaspeech in January, Mr

¢ Agustin Carstens, general manager
: ofthe BIS, described the business

: modelofBig Techs

: interms of three features

: referredtoastheirDNA

: (data-network-activities). As he

: noted: “An essential by-product of
i theirbusinessis the massive user

: datathey collect. They exploit

¢ natural networkeffects,

i generating further useractivity.”

The capacity of Big Tech to

: unleash massive structural

: changesin the sectorisalso

: evident fromthe fact that the

: market capitalisation of these

i companiesin some instances has
: surpassed that of the globally

¢ dominant financialinstitutions.

Given Big Techs’ unique business

| modelsandthe complex risks they

Is South-east Asia ready for
the Chinese Big 1ech wave?

Techtitans like Baidu, Alibaba and Tencent are keen to expand financial services to the region.
The question is: Canits regulators cope with the complex risks they present?

lendingand creation of a captive

: audience), and prevent misuse of
: data.

Butthatwillnot suffice. There

¢ alsoneeds tobea recalibration of
: policies to take into account the
: systemicrisks posed by the tech
: giantsandtoregulate them through :
: agroup/entity-based approach.

Just as large financial entities are

: labelled systemicallyimportant
: financial institutions — a bank,

¢ insurance company, or other

¢ financial institution of such size
: and importance whose failure

¢ might triggera financial crisis -
i and subject to higher capital

¢ requirementsand

: macroprudentialregulations, a

: similar distinction could also be
: created for Big Techs in finance.

SOUTH-EAST ASIAN PASTURES

: Penninghis thoughts on the

: “platformification” of banking and
¢ finance, Professor Barry

: Eichengreen, an economist at the

: University of California, Berkeley,

pick up the pace.”

Todate, the Monetary Authority

: ofSingapore has notjust keptpace
: buthasalso followed abalanced

: approach,both interms of

: encouraging innovative fintech

: start-ups toventure into delivery

: ofdigital financial services, and

: ensuringalevel playing field

between these new entrants and

: incumbents.

While the first wave of financial

: sector disruptions in Singapore

: hasbeen managed with aplomb,

: thesecond wave of disruptions

: duetotheentry of Big Techisinits
¢ infancy.

Although there are two Big Tech

¢ clustersglobally - Amazon,

: Facebook, Google and Apple inthe
¢ United States, and Baidu, Alibaba

: and Tencentin China, it is the latter
: thatseemstohave shown far

: greaterinterest in South-east Asia’s
: financial sectortodate.

According toreports, tech titans
rom China are entering Singapore
indroves with the aim of using it as

: ahuborbeachheadto expandto

: therest of South-east Asia, which

: isnowviewed asbeinga safer

: pasture (than China) with massive
: growth potential.

While these Big Tech

: investmentsshould provide

: positive tailwinds for recovery in

: theSouth-east Asianregion asit

: emergesfromthe

: Covid-19-induced downturn, the

: disruptive potential from Big

: Tech’sambitions in the financial

: sector canbe far-reaching ifthe

: region’sregulatory infrastructure
: doesnotkeep pace and the

¢ evolvingrisksare not managed

: well. The Chinese financial

¢ ecosystem may not necessarily be
: therightblueprint for the region’s
: future.

: noted: “Inan old parable about

¢ banks and regulators, the banks

: are greyhounds - they run very

¢ fast. The regulators are

: bloodhounds, slow afoot but

: faithfully onthetrail. In the age of
: theplatform economy, the

: bloodhounds are going to have to

¢ pose,regulating themin finance is
¢ highly challenging. A

: whole-of-government approach is
¢ needed tomanage financial

i stability, defend against potential

: abuses ofthese platforms’

: monopoly power, protect

: consumers (from predatory

has publicly warned about plans by ::
Big Techsto enter India’s financial
systemand hasrecommended the
creation of aninternationally
agreed regulatory framework for
theirsupervision.

The Financial Stability Board,
which is an international body

crowdfunding, on balance they
i haveyielded positive returns by
i+ catalysing improvements in the
i quality and standard of services
i provided to customers and
 encouraged innovations in

' financial products.

i Incontrast, the second wave
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Given Big Techs' unique
business models and the
complex risks they pose,
regulating theminfinance
ishighly challenging. A
whole-of-government
approachis needed to
manage financial stability,
defend against potential
abuses of these platforms’
monopoly power, protect
consumers (from
predatorylending and
creation of a captive
audience), and prevent
misuse of data.

But that will not suffice.
Therealsoneedstobea
recalibration of policiesto
take into account the
systemicrisks posed by the
tech giantsand toregulate
themthrougha
group/entity-based
approach.

Baidu's Beijing headquarters. Tech
titans from China are reportedly
entering Singapore in droves, aiming
to use it as a hub or beachhead to
expand in the region. PHOTO: REUTERS
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