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 FinTech has been a re-emerging, fast-developing sector within the financial services industry
for several years and has been pioneered by those who are developing or innovating new
technologies to modify the way financial markets traditionally operate.

 The range of new regulation introduced in recent years and the penalties associated with
getting it wrong have created demand for new and innovative ways of managing compliance
and reducing risk.

 Technology has been a source of structural change for the capital markets and exchanges. In
recent years, the pace of change has dramatically increased as a confluence of regulatory,
capital, and business model factors has disrupted the financial market ecosystem.

 Financial institutions and regulators have turned to technology as a way of improving the
effectiveness of their processes while reducing costs.

 Regulators need to find ways to safely leverage the opportunities offered by innovation to
expand and deepen the reach of financial services. Thus, Importance of Regulatory
Adaptation is Increasing.

INTRODUCTION



Capital Markets Fintech Landscape

Fintech Landscape within Capital Markets is characterized by; Increasing use of
mobile phones, more automation of capital markets services through RegTech,
Investments-Tech, Big-Data, artificial intelligence, and distributed ledger technology to
both re-map existing business models and create a more robust market system.

There are two broad ways in which Fintech in capital markets can be reviewed;

Technology disruptors – A technology, or a business innovation that creates a new
market and value network and eventually disrupts an existing market and value network,
displacing established market-leading firms, products, alliances and infrastructural
arrangements.

Technology enhancers - Firms with point solutions that solve difficult problems with
greater automation, effectiveness or better leveraging of data



CMA Innovation and Fintech Developments

Strategic Plan 2018-2023
leveraging technology to drive
the capital markets value chain.

Most Innovative Capital 
Markets Regulator for the 
fourth consecutive year in 

2018.

Development of Research
and policy papers on the
Regulatory sandbox,
Initial Coin Offerings and
Distributed Ledger
Technology.

Approval of the CMA Regulatory 
Sandbox Policy Guidance Note 

on March 2019 to operationalize 
a Regulatory Sandbox

Landscaping Study aimed 
at establishing the status, 

size and the relevant 
FinTech firms 

Operationalization of the 
world’s first, mobile 

based bond issuance, M-
Akiba



CMA Innovation and Fintech Developments

Cooperation Agreements
with Australian Securities
and Investments
Commission

Aimed at promoting
innovation and
information sharing on
emerging market trends
and regulatory issues
arising from the growth in
innovationin in their
respective markets.

Global Financial
Innovation
Network(GFIN)
admission on 4th

February 2018

GFIN seeks to
provide a more
efficient way for
innovative firms to
interact with
regulators, helping
them navigate
between countries as
they look to scale
new ideas.

RegTech

Usage of the Risk Based
Supervision system to ease
licensee’s ability to report and
assess its compliance with
regulatory requirements

The Authority is working
towards more effective
integration of industry and
regulatory systems while
strengthening cyber
resilience.

Other Initiatives

Online Whistle-
blowing Portal

Complaints
Portal

Resource center
portal



Challenges hindering innovation

CMA,FSDK Landscaping 
Study

Lack of Capital and 
talent to support 

scale of 
innovations

Unclear Regulation

Lack of Sufficient 
data protection  

laws exposes 
consumers to 

exploitation by 
companies

Sandbox cited by 
players as a favorable 

framework to help curb 
regulatory challenges 

and support innovation 
and growth



CMA Regulatory Approaches to Innovation

Regulatory 
Sandbox 
Approach 

Issuance of 
Cautionary 

Statements and 
Public Guidance

Principle Based 
Approach under 

Section 12 A

Case by Case 
review of 

applications and 
grant of No 

Objection letters

Regulation
Innovation



 Regulatory Sandbox is
a tailored regulatory
environment for
conducting limited
scale, live tests of
innovative products,
solutions and services.

 It provides an evidence-
based tool for fostering
innovation while
allowing the Authority
to remain vigilant to
investor protection,
financial stability and
integrity risks.

Regulatory Sandbox Approach

Eligible to be 
admitted to a 

Regulatory  
Sandbox 

Company 
incorporated in 

Kenya

All Applicants 
must intend to 

offer the 
innovative 

product, solution/ 
service in Kenya 

Entity admitted 
to a sandbox  in 

another 
jurisdiction by 

securities 
regulator with 

mutual 
recognition with 

CMA 

Application fee of 
Kshs 10,000



Regulatory Sandbox –The Potential

• Inform long term policy making through learning and 
experimentation.

• Signal commitment to innovation and learning.

• Promote communication and engagement with market 
participants.

• Update regulations that may prohibit beneficial innovation.

Regulators

• Reduce time-to-market by streamlining the authorization process.

• Reduce regulatory uncertainty, such as that new technologies and 
business models will be Prohibited.

• Gather feedback on regulatory requirements and risks

• Improve access to capital

Innovators

• Promote introduction of new and potentially safer products.

• Increase access to financial products and services
Consumers



What the CMA Sandbox Framework aims to achieve

Provide a framework to allow for testing innovative products and services with the 
potential to deepen/accelerate the capital market 

Enable tailored regulatory environment for limited scale, live tests of innovative 
products and services 

Provide evidence-based tool for fostering innovation without overlooking 
investor protection, stability and integrity risks

Set out the eligibility requirements and application as well as testing processes 
for innovative products and services

Inform the review and adaptation of the legal and regulatory environment  that may 
unintentionally inhibit innovations in the market 



Convergence between Supervision and Technology

Core Objectives of
Securities Regulation

•The protection of investors;

•Ensuring that markets are fair, efficient and transparent; and

•The reduction of systemic risk.

Market Supervision
contributes to these
objectives through

•Effective monitoring and supervision of capital markets operations.

•Prudential and conduct regulation of market intermediaries

•The regulation of financial market infrastructures (FMIS) which include 
securities exchanges and central securities depositories

•Ensuring that issuers of securities to the public in Kenya comply with their 
continuing obligations. 

•Market surveillance- market intelligence gathering to aid in early detection 
and prevention of market abuses including market manipulation, insider 
trading and other illegal trading practices

Key market supervision
activities

•Risk profiling under the Risk Based Supervision framework

• Inspections

•Oversight of issuers of securities to the public 

•Corporate governance for issuers of securities to the public 

•Relationship management

•Market Surveillance 



Convergence between Supervision and Technology

Supervisory Technology

The Authority aims to strengthen surveillance and market
oversight infrastructure, building internal capacity for
systems development and design to allow for continuous
improvement of technology in use and pursuing improved
domestic and cross border regulatory information sharing
and coordination.



Role of Regulators and Policy Makers in promoting innovation 

Supportive regulatory environment 

Providing broad support that encourages positive
innovation coming to market both domestically and
internationally.

Enhancing regulatory certainty

Firms can establish their innovations in the market with
greater regulatory certainty than without receiving our
support.

Stakeholder Engagements and Partnerships

To understand market developments and sentiment, and to
provide the regulator with an avenue platform expectations and
priorities are shared widely



Role of Regulators and Policy Makers in promoting innovation 

• Through organization of Securities Commissions
(IOSCO) and the Global Financial Innovation Networks.

• Substantive regulatory developments to encourage
innovation across markets are likely to be facilitated by
international standard setting bodies.

Improve outcomes globally 

• Follow up with Sandbox firms to ensure they are
successfully establishing themselves in the market
post testing as well as providing guidance to firms
through regulatory processes to get to market faster

Continuous follow ups with 
Fintech firms

• To enhance their responses, partnerships and expansion
of their innovation capabilities.

Incumbent Engagements and 
Partnerships



 Stringent regulatory and compliance requirements have previously been more of an
obstacle than a facilitator for potential innovators who want to focus on making
financial services more reliable, faster, more convenient and at lower cost, but, this is
beginning to change.

 Fintech and the regulatory sandbox within the capital markets will unlock the inherent
immense economic potential through innovation.

CONCLUSION
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