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ANALYZING A NEW DEELOPMENT

Key diagnostic questions:

»>1Is it @ new product/service, or is it an innovation on an
existing product/service?

»Does it present the same or similar risks as an existing
product/service?

»1f so, do we already have a workable public policy to
address those risks?

»1If not, do we have a starting point in existing policy tools?
Are there laws that apply to an analogous product/service to
address the new risks?
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REGULATORY OBJECTIVES
Principles to guide next steps:

»Protect the public
»Attention to systemic risks

»Promote innovations that advance goals of safe and efficient
payments and financial inclusion -

eConsider who opposes innovations and carefully evaluate
opposition views

eAre those views consistent with public policy goals?

eDo they promote entrenchment of status quo for the sake of
preserving market share?
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FROM OBJECTIVES TO IMPLEMENTATION

“First Do No Harm"”

» Test hypotheses
» Consider alternatives

> Keep a level playing field -

e be mindful of tools that can have market-distorting
effects (e.qg., price regulation)

e be measured and balanced - consumers do not benefit
from ‘perfect’ consumer protection (e.g., the
remittance rule)
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FROM OBJECTIVES TO IMPLEMENTATION (cont'd)

Regulation should follow risk -

the wrong solution may solve one problem and create
another (e.g., market inefficiency)

Consider which party is in the best position to mitigate
risk
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IDEAS IN PRACTICE

Application of Principles to Latest New Payment Technology -
Virtual Currency X

>»What is it?

»How does it behave, and does it look like anything we
know?

»>If yes, what is it similar to, and how do we regulate it?
»1If no, what new or unique risks does it present?

»What manner of existing or new regulation is appropriate?
»Regulatory objectives?

»Thoughtful implementation strategies?
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