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We have a wonderful show set for you for today because my
guests are Colin Payne, who is head of innovation at the
Financial Conduct Authority in the UK, and also Matt Lowe,
Manager of the Innovation Lab at the FCA. | want to welcome
you both.

Thank you, Jo Ann. It's really nice to be here.
Yeah, thank you, Jo Ann.

Yeah, it's great to see both of you. Colin, | want to start with you
just to ask you to talk a little bit about your own background,
the path that led you into this work, and a little bit about your
role now.

Yeah, thanks. Yeah, I've been in technology for quite a while
now. So I'm really privileged in that I've had the opportunity to
move through my career and have those moments which have
helped me shape the person I've become, but also had the luck
to be around some of the really big changes that we've enjoyed
through technology. And it's a privilege really to have lived
through that kind of era. | started off in my early career, | was in
the city, so | started in quite traditional way with investment
banking, trading, but | was curious because I'd learned how to
code when | was really young. So | had this experience on the
back-burner ready to go.

This was very naive coding, it was basic and a bit of Fortran and
stuff like that. So it was really early days. But when | was
working in the city, | was trading with around, | don't know,
about 400 different instruments, Eurobonds, warrants,
derivatives. It was quite complicated. And being a bear of little
brain, | thought there must be a tool that | can use rather than
just Excel, which can help me, | suppose, get a little edge on
what I'm doing. So | started developing algorithms that would
help me do that. So | guess that was really early trading systems.
And that, | suppose instilled this interest in innovation. How can
you use technology? How can you harness it to really make a
difference to what you do in the world?
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Now, to be honest, | was a bit of a square peg in a round hole as
a trader. | wasn't quite fitting. So | took a bit of time out, went
back to my roots, did a bit of music, just took some time out.
And | ended up on a path which was really more interesting. It
was developing ideas around just the tech that | was really
interested in. And | ended up working for a little while with
Apple, which was really a cool period. | helped around the time
of the launch of the iMac. So it was a really interesting moment
in their evolution. So | had some extraordinary experiences
there. And then from then on, | really looked for those
opportunities to make the best of technology.

And | won't bore you with all the details because being a slightly
older guy now, I've got a long old CV that | could share, but it
brought me back to the city in a strange way. | came back into
UBS. | was working on high-frequency trading. So the trading
itself had changed so much that | was able to harness some of
my knowledge, and then apply it to high-frequency work. And
then it was more about FinTech for me. It was more about the
customer experience and delivering new ideas in a digital age,
and that was wonderful. And so, that was really my grounding.
So I've really got a delivery background. And that's how | met
Matt actually and the team at the FCA.

| was delivering some quite interesting work, actually working
with NCR, the great Atlanta-based company, most known |
guess, for their ATMs and point-of-sale machines. But | ran the
digital banking side as well, so | was really involved in that. And
through doing that, | did a hackathon with Matt and the team
over in the FCA, and | brought some interesting technology into
them. And it kind of was really crazy, wasn't it, Matt? | think we
did some really mad stuff together, and it was actually early GPT
kind of stuff, and | guess that was where we were really
exploring new ideas in Al.

Yeah. And | remember Colin's team actually won that particular
sprint, | think the Eureka prize at the time. And their demo was
really slick. So slick in fact that | thought it was actually paid
actors, but it was actually a generated Al-type solution. Because
we were like, "Do they pay some actors overnight to do the
actual demo?" Because it looked so realistic.

And it was only afterwards, | think after Colin joined the team
that he told us, "No, we actually had gone and used some
cutting-edge tools to create that content." So | think that's a bit
of a reflection on Colin's experience and what he's bringing to
the table as well, whereas he's pushing the boundaries outside
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of what we do in innovation, but is now bringing a lot of that
into the department itself.

Yeah. And Matt, you and | have known each other for years. Did
you already talk about your journey into your role?

No, not yet. Happy to do that.

So let me, again, we're challenging our editor here, but let me
lead into your segment. So Matt, you and | have known each
other for many years. You've been working in various ways at
the FCA for a long, long time. Tell us about your role today and
your journey.

Yeah. I'll start with my journey. It's a bit of a long one and it's
probably not quite as exciting as Colin's that he described in
terms of where he's gone and what he's done, working with
other firms outside. | don't have that Apple experience. |
actually started as a management accountant a long, long time
ago, and then as my career, moved into the business analyst
space. And | was working on me for two, the European
Securities Markets Authority, working on building databases. So
| kind of started going to the tech world quite early on. That's
my crossover into the innovation space because when | was
working at ESMA, one of the things that | noticed the FCA were
doing, is they started this project Innovate, which was, | guess,
now what you might call a regulatory sandbox. And | was really
interested to see what they were doing.

And I'm like, okay. So | did a bit of interrogating. My [inaudible
00:08:54] was due to end, and then found out that they were
doing this regulatory sandbox work. But there was also another
team that was called RegTech, which you might know, Nick Cook
used to be the head of department for. And he basically was
building out the tech sprint program at that point in time. And |
remember thinking, that's some really exciting stuff. | don't think
I've ever looked at a job, and | did have to apply for it obviously,
but with such passion going, they are doing some really cool
stuff here. They're doing this engagement with the industry,
they're looking to build new technologies. There's this real kind
of groundswell around the sorts of problems they were trying to
solve.

And | think Jo Ann, that's where you and | met, when | was the

technical specialist leading on the money laundering tech sprint
back in 2019 or even earlier actually. It was 2018.
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Yeah, right.

Yeah. And | think there was a real passion there for people
working on these big problems, and then trying to build out
these new solutions. And at that point in time, we were still kind
of experimenting with that model and were trying to figure out
exactly how big we can make these things. What are the
problem statements? And then what's the data we might want
to bring into these ecosystems to get them to build and test
around a hackathon? One thing that did stand out for me for
where we've gone on this journey to back then is, we had
something like 16 problem statements in one tech sprint, which
hindsight, is just insane Like what were we doing? But now we
boiled that down to two or three per tech sprint.

And the model has kind of evolved over time as well where |
saw the tech sprint model working really well to get some of
that innovation off the ground, but | also wanted to make sure
that they just didn't happen within the bounds of a tech sprint.
Tech sprints are very much time bound. They're very much
focused on a particular theme or problem, which is great to get
that initial rush of, | guess, emergency and people coming in to
build and test and do something that feels really important and
passionate to them. But there was also this other part of it
where after a tech sprint, you would decommission a lot of the
technologies or the data that we're using, and | wanted to keep
that going. And that's where the digital sandbox concept started
to come into play. So how do we ensure that we can continue
that development and not just within the confines of a tech
sprint?

So the digital sandbox was built, | guess, out of the back of that
concept of having a place where you could find data sets, you
could find APIs, you could find mentors and you could start to
work together to solve some problems, but there might be a
RegTech type solution that somebody hasn't thought about and
you're just giving them access. And your idea is to go from proof
of concept to proof of value. So you can do that within a digital
sandbox environment. Now over time, that's evolved, and so
has the tech sprint model. And | know, Jo Ann, what you do at
AIR, it's evolved on your side as well in terms of how we're
doing tech sprints.

We do now tend to focus on more cohort type models where it's
two to three months, having firms working on a particular
problem, giving them longer period of time with the data. And
we also have evolved the model in terms of, it's not just tech
sprints that we do, we also do policy sprints. And they're much
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focused on, okay, how do we shape some policy thinking?
Sometimes they might have a technical component to it. Other
times, it's a inviting industry to come in and work on these
problems together and hearing what they've got to say. So
you're kind of testing either a policy framework or you might be
trying to think about how you establish a new policy framework.

And we've done loads of them now. We've done a Al sprint.
We've done stuff before on greenwashing. So we're really just
making sure that we're sort of feeding into policy, any ideas and
they're speaking to industry. So you can see, it's almost like an
accelerated call for input, and obviously the most recent one
we've done on stablecoins as well.

This is fantastic. Before we move on, | can't resist saying, Colin, |
loved your story of your journey. And one of the things that it
made me think about was in 2017, | was a senior fellow at
Harvard and hosted a conference on RegTech and SupTech that
was international. We had some FCA people there. And | asked
the group for a show of hands on how many people had ever
been involved in writing regulations and laws, and lots of hands
went up.

And then | asked how many people could write code, and lots of
hands went up. And then | said, who's been involved with both?
And there was one person in the room who had the crossover
talent. So that background that you have, as you just said, it's
been an invaluable thing, either for people in the financial
sector or the regulatory world to have those focuses, but be
able to also write some code, especially back when we needed
to write our own code more than maybe we do now.

Yeah. When I'm out there, I'm talking a lot about translation
because it's not that... I'm not really coding anymore because
you don't need to have to code anymore, obviously. But you
have to understand the mindset. You have to understand the
dynamic of it, just as you have to understand the mindset and
dynamic of a policy creator. And we're in this funny world where
digital assets are now flourishing, and that's a classic crossover
of technology and policy.

And the whole world needs to understand how this new
technology, because it is a new technology, people kind of
forget. It's not necessarily a product in the traditional sense.
We're talking rails, we're talking tech around it, we're talking
distributed ledgers. The whole project mentality, the white
papers, they're all very different. So it's a different lingua franca,
if you like. It's a different mindset.
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Indeed.

Just to add to that though as well, even though that is the
perfect nexus, where you've got somebody who can code and
somebody who understands the policy angle of it. And if you get
that person, it's like gold dust. Even though things have moved
on and we're starting to get to, people can start vibe coding and
trying to create their own things, there is still that nexus of the
people who are really creative and interested in thinking about
how technology will impact policy.

And they don't necessarily need to know how to code, but there
is still a particular type of individual that needs to fit within both
worlds. And | think that is something that is still a little bit rare.
It's not as rare as what it used to be because the barriers of
entry are a lot lower, but you definitely do find that the people
who work in that space, they're the ones who you want to be
working with when it comes to that innovation space.

| couldn't agree more. I've been doing this kind of work for a
long time, and it's more clear to me every day that the secret to
real progress is in breaking these silos and getting this crossover
thinking brought together. And Colin, when you mentioned
music, that was even better. A little left brain and right brain
work, both going at the same time, really magic can happen.

I'm glad that you talked a little bit about the storied history of
the FCA's innovation work. Most of our listeners know the FCA
was out a few years ahead of the rest of the regulatory world
and really thinking about how technology was going to change
things. And actually we've done a lot of shows in the past with
FCA people. We'll link to some of those maybe in the show
notes. But Colin, | wanted to come back to you for a moment
and put this in the context of what you've been calling a more
tech-positive UK regulatory landscape. Can you amplify on that
a little bit?

Yeah. You mentioned the history and the background, and
you're right, that the FCA was a first mover. When you're in that
position, that can become a benefit and also a threat to your
continued progress. | think it's fair to say that the FCA, really
through circumstance, had to back away a little from the
innovative growth mindset. When the UK went through Brexit
and naturally had to pivot a lot of the resources into dealing
with that. And also just managing a difficult transition,
complexity within government, then you have COVID, which we
all now almost have forgotten, but it happened. And again, it
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threw us into some kind of relief against what we would
normally want to do perhaps.

So | think for no reason other than circumstance, you had a few
years of a little bit of the wilderness, | think for genuinely
progressive innovation coming out of the FCA. Now, the
interesting thing was that moment that Matt and | were talking
about where | came in, was just after that. And | think Matt can
probably cover a little bit of this, but | definitely recognized that
that initial buzz around the regulatory sandbox, and then that
slight pause, if you like, for things to happen elsewhere, was
then ushered into a new era. You had this digital era with one of
Matt's brainchilds actually, the digital sandbox, the creation of a
platform where you could really experiment.

Now, I'm not going to steal the thunder of maybe Matt talking
about that, but | think that indicated a path forward. It was a
tech-positive approach. It looked at platforms and ecosystems
as a means to advance the access to our regulatory knowledge
and therefore, accelerate firms' capabilities and their
involvement in our perimeter. Now, all that's great, but suddenly
you had an explosion of technologies almost immediately after
that, and especially with generative Al in the last three years,
you've seen this enormous hockey stick of activity in tech. So |
think being positioned there ready with a platform, was genius.

| think you've got your platform ready. Yes, everyone else
around the world is running regulatory sandbox, some better
than others, let's say, but there are still 90 regulators copying us.
But we went that stage further. We got down and dirty. We were
talking about the coding and the regulator, well, that's exactly
what we went and demonstrated. We set up a platform where
we said, "Look, we've got a synthetic data set. Play with that
data, show us what you're doing. We will give you some input
from a design perspective with regulatory expertise," and then
you get this magic happening where the firms can see the path
ahead of them more clearly. That's all you're doing. You're
guiding them. You're shining a light where they could go.

And we've got lots of examples of our alumni going through and
pivoting because of some discovery they made. And I'm not
saying this is the FCA going in and telling them what to do. It's
usually just presenting them with the... Maybe it's like going into
a kitchen. You've got a whole bunch of ingredients and with
really qualified chefs beside you, you could do really well, even
as a new starter in the kitchen. Certainly you'll accelerate faster
than just experimenting on your own, in your own backyard
kitchen. That's what we were giving them. We were giving them
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access to a Michelin-starred kitchen and that was kind of the
Marco Pierre White of regulation, coming in to share the
ingredients that could make a real success out of an idea or a
business process or a product, an idea to begin with.

And | think what we've done in terms of moving that forward in
the last year and a half has what's led to us thinking in the
strategy about tech positivity. Because traditionally, neutrality is
seen as an important area. We don't want to give specific
endorsement to specific technologies or firms providing them.
We're not talking about doing that. That isn't what we mean by
tech positivity. What we mean actually is, we are just positive
about the use of technology. We're bullish about it. We want
firms to lean in and what we do is, we present it positively to
the market.

So the Al lab is a great example of, again, the FCA doing it first.
We're the first ones to spin up a supercharged version of the
sandbox with NVIDIA, with AWS, with NayaOne, and with
Radium, and with all these great firms stacks up with this
technology that then allows really high quality experimentation
to happen. That's what being tech positive is about.

So this is really an important point because | think it's fair to say
that most of the financial regulators in the world do take a
stance of tech neutrality. And as you say, none of them is
wanting to be in a position of endorsing specific firms, but there
is a big difference between being sort of tech agnostic, meaning
you don't care whether the industry's using great tech or not.
Was it difficult to get to that? What were the barriers, if any,
that you felt like you had to overcome to make that shift? And
do you think the shift is widely embraced now? Is it getting
embedded in your culture as a regulatory body?

Well, | think it was a small acorn that was planted within the
strategy. Page 13, one line, embedded in there. And it was, |
suppose, an innocent planting of the idea, which then does
need nurturing. So | probably wouldn't describe it as being a
difficult thing to progress, but | do think it needs explanation. |
think it needs real lived experience. | think it needs us to be
vigilant of making sure that the market and the ecosystem that
we work with understands where we're coming from. And there
is a journey to be made internally as well. So | think working
with members of the board, members of the EXCO, and our
colleagues and friends in the organization, it's about presenting
it as a positive rather than it being a concern about risk, it's also
the opportunity and the growth side that gets presented.
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We're fortunate in the FCA that we have that secondary
objective around competition. Now, a lot of others in the same
role don't have that, but we do. We're also very fortunate in
that the government definitely mandates us to look at growth as
an important area of our work. So in a way, where better?
Where would you look in 2026 for growth opportunity than in
technology? It can help you both with the efficiency plays if
you're looking back office. So there's undoubtedly unlocks there
in the use of good digital technology. And of course, Al is the
epitome of good digital technology.

Suddenly, for those of us who have been in the business since
the '80s, '90s, like | have, I've seen this arc of digitalization. And
I've been in Al for a long time and it's proliferating now, and
increasing its importance. So of course, you can lean into that as
a positive force. And that's the point. Is this a positive for the
firms and the markets as they deploy it? Obviously, the
efficiency gives you exactly what it says on the tin, but there's
also all that wonderful creative opportunity by deploying this in
new ways, new innovative, novel ways. And I've got to say the
UK is probably one of the best examples, pound-for-pound or
dollar-for-dollar of getting that kind of real creative thinking
going. And I'm not talking about the Beatles and the Stones, I'm
talking about financial creative thinking. We are good at that.

We've launched great unicorns, we've launched wonderful
challenger banks. Our digitalization and digitized banks,
neobanks, they're leading the world. You look at them, and of
course, we've just given a license to our friends at Revolut, and
you can see the difference that's making in a market. Now, |
think that's really leading in terms of startup and scale up in
technology. So that's what it means by leaning into it. And |
think it's a really interesting challenge for us, but it's definitely a
positive challenge.

That is fantastic. | can't tell you how much strongly | agree with
that. Matt, do you want to comment on any of this, the tech
positive versus neutral? And then beyond that, I'd like to ask you
to maybe take us to a more concrete level as you use these
tools, the sandboxes, the tech sprints, the policy sprints, and so
on. How do they fit together and what's the impact that's
coming out of them?

Yeah. And maybe if | just talk about the tech positive bit, and
then | could probably segue quite easily into the tools that we're
using for that. Because when we look at the ever-changing
landscape and innovation, and Colin's alluded to this already,
that things are moving pretty quick anyway, and regulators, let's
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be honest, aren't really known for moving quickly. And I think
that part of the signaling about being tech positive is also about
understanding that we also need to keep our eye on these
innovations as they're evolving. And that's not just in the Al
space. We also need to be thinking about quantum. We need to
be thinking about those other emerging technologies, DLT or
whatever, and what those impacts will be on a broader society.

Now, if they're moving really quickly, we also need to be at least
trying to play a bit of catch up or keeping up. So the tech
positivity elements of it being the opportunity side, and that's
what, | guess, the innovation lab is looking to unlock, a lot of
those different opportunities. And that's how we bring in the
tech sprint model where you're going, "Okay, we really care
about greenwashing. So let's do a tech sprint where we focus on
that particular problem. And then if you want to look at another
problem that we want to solve, if that's a policy sprint,
stablecoins, we can do that as well."

And part of it is not just about trying to get people to innovate
in that space, it's also for the regulator to understand what that
innovation is. So it's a two-way street. We are giving something
to them, whether that's data, whether it's a bit of expertise
from mentorship within the regulator itself, but we're getting
back some insight and we're getting back from what they're
developing. They're testing the boundaries a little bit. We're also
maybe signaling to them, maybe that's not the right thing to be
doing. You might want to be thinking about it from this
perspective, but we're also getting feedback on what they're
actually building. Now, if you look at the Al lab, which is the
more recent initiative, it's taking advantage of what we've built
in the past, but it's building on top of that as well.

So we have got a sandbox supercharged. So it's the digital
sandbox, but sometimes say it's on steroids where it has bigger
datasets. It's got that NVIDIA GPU element to it, working with
AWS, pulling in tools that we didn't have in the past. The digital
sandbox was a really good test bed for us to building out what
does this platform look like in terms of how we do that
engagement. The supercharged sandbox is taking it to the next
level where now you can start experimenting with more of the
frontier models or you can start experimenting with things that
you wouldn't have had access to before.

And we're also learning from industry about what that looks like
for that experimentation. And we can take that back to our
policy colleagues and saying, "These firms have come through,
this is what they're doing, so these are things you might want to
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be thinking about when it comes to your policy thinking." And
then the Al lab itself, it has other elements to what we did in Al
sprint, so that was covered within the Al lab. So we're bringing
that all together and we're pulling it into a bigger package of
work. So when we start talking about innovation labs and Al
labs, it's almost like you've got to see them as different work
benches.

| could go back to Colin's analogy about the kitchen. There's
different meals that we're cooking and you're going to need
different ingredients. But what we've done is, we've upgraded
the kitchen and we've got better equipment and we're actually
bringing in some of the new ingredients that we hadn't had
before. Maybe they're better quality ingredients, | don't know.
But we're making, | don't know, bigger cakes or better dishes in
some way or form. And we're doing that in concert with
industry.

And there is also a bit of a feedback. So even though you've got
your Michelin-starred chef, they might be learning from what
some of the people that they might call their students are doing,
they're getting some of that feedback in as well.

I love this. One of the things that the FCA has done that not too
many other regulators picked up on in my observation is that
almost from the beginning, you were looking both at how the
industry was innovating in FinTech and also how the regulator
should be innovating in your own use of data in SupTech or
RegTech risk. And give us a little snapshot. | think most of the
regulators, many regulators around the world emulated your
sandbox with the external focus, tried to bring FinTech
innovators in and let them try new things in a safe environment,
and so on. But not as many in my observation, emulated you on
the SupTech side.

Can you talk a little bit about where you are with that today?
How has the life of the supervisor changed, the bank examiner
or the supervisor of the FinTech? Our audience may know that
you oversee both banks and FinTech non-bank companies, and
how has it affected your ability to be on top of what's happening
in these big, complex, fast-changing marketplaces? Either of
you.

Yeah. | think the life of the supervisor hasn't changed radically
yet. | think they're applying certain amounts of technology to
the problem. So that problem that you identify of fast-moving
change, and of course, that relates directly to data. So the data
that's required to be analyzed is becoming increasingly difficult
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to see that that can be done by a human alone. So obviously we
deploy technologies to assist our human supervisors in analyzing
and working with the data sets they have. So that is one way
we've obviously embedded technology within supervision.

But | think the way the FCA is looking at it now, you mentioned
really earlier about silos of activity, which we've traditionally
seen. | think where innovation is starting to play is a really
interesting role. We work alongside our friends in authorization
or supervision, and we look at opportunity and risk from
different sides of the same coin. We look at it as an area where
we can investigate, we can experiment. It's the innovator's
mindset. How can we look at the deployment of technologies or
innovative practice, which could make a difference to the
perimeter, the firms, the market that we operate in? How can
we retain security? How can we retain trust and yet still have an
innovative mindset where new ideas can be flowing free?

And it's a balancing act, isn't it? You can see when it goes wrong.
Sometimes you get an over-enthusiastic tech, and maybe this is
seen elsewhere more than in the UK. | won't particularly
associate it with any country in particular, but there are some
enthusiastic tech advocates which perhaps are on the side of
deregulation and they want to move very fast and break things,
as Mark Zuckerberg famously said. | think where we come in as
the UK, you can tell by our accents and our way of being, Matt's
got a slightly different accent, but he's based here in the UK as
well. It's a case of moving fast and making things for us rather
than breaking them. We think we can do those two things
together.

And | think where we're moving to, certainly with Al, we see the
opportunity with Al to arm our supervisors with even more
powerful technologies, which can help them. So we're going to
obviously be looking at how agentic can supplement the work of
the supervisory team, how we can deploy it to help manage
some of the data, the unstructured data that we have to rely
upon increasingly because the structured data, | think, will
always be a deterministic system. It'll always have that
auditability, that very clear black and white in and out process.
That doesn't need to change. But what you do is you pivot to a
more probabilistic system where you're looking at larger
amounts of unstructured data, which can give you really
valuable insights into the current activity or even the potential
activity of a market.

So I'm talking here about simulated activity, simulation sets,
testing for efficacy of any particular system or product, testing
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for any stress in the product, of course. So we do a lot of that on
a firm-by-firm basis, but | can see that elevating to a systemic
basis. And | think it matches the technology very beautifully. So
at large scale, | think we can recreate. We already do it actually.
Matt alluded to the supercharged sandbox, the sandbox on
steroids. It's got such a powerful synthetic dataset with
something like 20,000 synthetic individuals, 2 or 3,000 synthetic
small businesses, and all of the data points around transactions,
insurance, investment, all sorts of different areas.

We've actually created a smart data accelerator within our
department, which helps us modify and understand data, and
then deploy it in open finance and others. So you can see all
these connections coming between the market itself and how
we manage and supervise it. But to do that effectively, you've
got to have a tech stack that allows you to bridge those two
things. So that's how we're looking at it at the moment. Matt,
you might be able to give much more color on that.

No, | think that's well said already. The idea about having to
have data sets that you can come in and you can build and test
has been a compelling one I've been experimenting with for
quite a while. But | think the other thing that probably I'd add, is
that the innovation team itself needs to also be pushing the
boundaries with what some of these technologies will do. So |
think we've kind of got the mandate to actually experiment with
agentic Al ourself and then see how that potentially we could
play with some of these tools and can they be deployed across
the organization in some way or form.

So that's still early days in our thinking and how we actually do
that, but | think that is part of our role. So we are innovating
within the innovation team. We should be showing the rest of
the organization, "This is what you can do," so you can get them
excited about it as well. So when it comes to the supervisory
tech, it's almost like we've got the experimentation happening
here. You might want to be thinking about how you roll some of
this out. So you're getting insights from what we're seeing, but
also insights from what we're doing.

| think the one other thing I'd just bolt on to the end is, we're
working with our colleagues on a machine readable handbook.
So that first stage has been completed. And it comes from
feedback from the firms we're talking with, they need
something more integrated or embedded into their processes.
Now, we talk about embedding policy and | talk about policy as
code. That kind of capability to pull from the handbook, the rule
sets that you really need to deploy, and then embed them in the
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code of those who are deploying. You suddenly get a different
relationship to supervision at that point because it's almost
supervised at the point of contact with the bank or the firm,
whoever it might be.

They're looking at your rule set, they're designing to it, and
they've got an embedded system that then monitors it. So these
are methodologies that we believe in the future, will be very,
very important to deploy. Essentially an executable handbook,
which would allow you to then have agility and you drive it
through the tech.

That's incredibly exciting. | am a great believer that the agentic
dimension of this is really going to be transformative, probably
for everything, but certainly for bank supervision and risk
management, financial company supervision and risk
management. | want to ask you to talk a little more about the
stablecoin policy sprint that you did recently. What were your
goals in it? What did you learn? How did you design it? Tell us
about that.

Yeah. Just so | probably haven't explained what a policy sprint is
in enough detail. So I'll go through that again, just so that we're
really clear. They're different to a tech sprint where we're
looking at developing new technologies on a particular theme
that we might be focused on, like RegTech, AML, financial crime.
Policy sprints is very much in the engagement kind of category.
We are looking at maybe some new technologies that are
coming up on the horizon, stablecoins, and we want to assess
whether or not our policy that we currently have in place is still
fit for purpose, or do we need to think about creating new
policy? And that might inform a consultation paper or it could
be discussion paper or other. So the outputs can be very much
policy focused.

And we try to elicit a lot of information from industry, but doing
on a very compact timeframe. So we get them in for two days,
we want to get them talking about some of the stresses that
they might have in terms of what they're building, what some of
the regulatory stresses could be, what are the things that are
maybe blocking them from some of that innovation, and then
they're giving some of those insights to policy. Now with the
stablecoins one, it was very much focused on, | guess, two
overarching themes. One was remittances and the other one
was retail payments. And what we asked the participants to do,
was to come in and start showing us some business models that
they would build in the future world when it comes to
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stablecoins, and then maybe compare that to traditional
business models.

And then they want to test these newer business models to say,
"Okay, is it cheaper than current business models? Is it faster? Is
it more interoperable? So does it integrate with other
stablecoins or other forms of maybe digital money or fiat? Is it
trusted? So do we know that the payment's assured at the end
and does it have a consumer protection layer over the top of
it?" So basically the teams are coming in, they're doing this
mainly on paper. They're not really building anything in... They
don't have much time to do that, so let's be honest, what they
can do within two days, but they're actually testing out business
models and they're discussing that in their smaller groups.

Now what they do is, they're doing that alongside a policy
colleague who would be either facilitating it through that
process, and then they're presenting their findings back at the
end of it. And | think a lot of what we saw with the stablecoins
policy sprint was like, these are the business models that we
think the future could look like, and here's some
recommendations that we'll give to you in the crypto policy
team to be considering of how to unlock some of these business
models. Now, it's still early days. They're still processing and
synthesizing a lot of the work that came out of that policy sprint,
but the ultimate aim is to help educate and derive some of
those actionable outputs and inform some of those future policy
decisions.

And when they take that away, that should inform the future
consultation paper or at least some of their thinking. They've
actually been speaking to industry, they're not just doing this
within their own silos. They've actually been speaking to the
people who are going to be at the cutting edge of it, and they're
the sorts of people that you invite into the policy sprint
framework. So yeah, we've also ran this in terms of, it's not just
the policy sprint. The regulatory sandbox has also said, "We're
interested to see what you're doing in stablecoins." And so,
we've got those two initiatives running side-by-side. And so,
that's coming out of a reg sandbox team.

And we've now, | think we've got four people who are in the... or
sorry, four firms that are within the reg sandbox who are testing
alongside our reg sandbox team. One of them is Revolut and
basically they're coming in and they're doing more defined
models. So they're the ones who are actually doing that real
testing with real consumers, and they're getting some of that
regulatory guidance as a result through the reg sandbox world.
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So there's two models where one is very much the early stage
innovation tech sprints, and then the reg sandbox is looking at
ones that have been further developed.

But both of those things, they come together and they converge
and start to inform policy, what we should be considering when
we're thinking about stablecoins in the future.

And the interesting thing about, | think, the model now is it
running, it's just natural for us to have policy within those
teams. So it was really cool. We had my equivalent over in the
policy for crypto, she's a legend, Jane, and she came in and she
wanted to facilitate. She wanted to just properly get stuck in.
You can imagine sometimes this camp within the FCA, you might
have the hierarchy where in the ivory tower, you get the policy
guys who are in the ether creating this beautiful legal-worded
document. And then you've got us on the frontline with the
firms, but that's kind of changed almost out of all recognition
now.

So there's just a real understanding that working together gives
you an advantage. And | think I've just seen it transform the
actual quality of output on both the policy itself, but also the
engagement with the industry. A lot of what | do in my role is to
engage with industry, to give the FCA a face out into industry. It
wouldn't be possible without the work that Matt and the team
do, obviously, because that's the critical thing. That's where it
really comes into its own. It really hits the road. But to have
policy alongside you then in that journey where they can hear it
firsthand and they can respond to it immediately, it's real-time
agile policy development. It's something of a holy grail, | think.

And I'm not suggesting I'm King Arthur, but we have got a
history in the UK, in England specifically of chasing these
wonderful opportunities and actually coming up with some
good solutions. And | honestly think joking apart, | think it really
is making a difference. It's making a difference to the speed, to
the quality, to the power of policy. And also, we noticed that
industry is super engaged. Maybe it's a little bit about my voice
in the industry, because I've got, | suppose, a bit of a connection
and a credibility which | bring with me, but it's much more than
that.

| might be one element, but it's actually mainly how policy

teams and authorizations and supervision and how we've
broken down the silos. That's really the magic sauce.
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And that is exactly what we're talking about. If we circle back to
our conversation at the beginning of the podcast where we
were talking about those people who come from a policy
background, but also coming from that creative background,
and they're coming together. And it's not just about, can you do
policy and code? It's also, do you have the initiative and the
passion to be having these conversations?

And to pick up on your point about Jane facilitating, who's the
head of department. | was really concerned that Jane wouldn't
be able to be there for the full two days because she's got a lot
of other things going on, but she was great. She was there the
whole time. She didn't get pulled into other meetings. It was
really focused on listening to the industry. And that is fantastic
because she's hearing it firsthand. She's not getting that through
a series of filters before it comes up to... go through a series of
papers that have been signed off by all the sundry.

Yeah. You're sitting there having lunch with the firms that are
going to be deploying your policy. You couldn't be more frontline
if you ever tried. And | think obviously she recognized that
there's an acceleration opportunity there because it's classic
stuff, isn't it? A couple of days sprint is like three months of work
on a traditional way of doing things. So | think it's a win-win for
both sides.

So | know we're going to run out of time. | cannot tell you how
excited | am to be listening to you. The word sprint is about
speed. You've been using the word speed, accelerate. | think one
of the questions that everyone is grappling with, but | would
argue maybe not enough, is how is the regulatory world going to
keep pace with the speed of the tech change that's transforming
finance? And you are saying, tell me if I'm hearing you right, that
one of the key answers to that is that there has to be much,
much more breaking of silo walls, much more communication,
collaboration sitting at the same table together.

Talk about this. Is it possible? We have so much regulatory
process in the world. As you know, we had our work in the US
and globally, we have a team in the UK. There's so much
regulatory process around the world that is designed to be slow.
It's very, very careful. There's a lot of written back and forth and
reading of comments and proposing of things, and it's all there
for a good reason, but it is so slow. And you can spend two years
putting out a new regulation, and by then the whole thing
you're trying to regulate has probably morphed out from under
you.
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So besides what you've been talking about, what should we do
about that? Do we need legislative changes? Do we need habit
changes? Do we need tech changes? What's the secret?

| think there's a raft of change that has to happen. My
perspective on it is that when you look at the UK and Al, the FCA
have said they're not going to regulate Al and financial services.
That's always open for discussion, but this is our current
position. And the reason we've taken that position is we believe
that Al is an enabling technology. It's a general purpose
technology, so it's a significant enabler. However, it's still an
enabler. Therefore, the rules and regulations of our regime
should apply equally, whether it's with Al or with a human.

And this is when you have a slightly different perspective on the
technologies. | had a meeting with some of my policy colleagues
on Al a few days ago, and we were discussing transparency and
we were discussing things like hallucination that always come up
when you discuss Al. And someone said to me, "Our main
concern is that this is a black-box technology. We cannot be sure
of the input becoming the same output and having confidence
that we have 100% accuracy." And | turned around and | said,
"That's true. And do you know what's worse? What's the worst
black-box technology? It's a human being."

Yeah.

We have to compare like with unlike. But | think the interesting
thing for us now is, we're getting to that stage, understanding
once we've broken down silos, once we've had those
conversations, once we understand what we're dealing with, we
can say, "Okay, look, we've got rules in place around some
principles. We are a principles-based regulator, which therefore
has a handbook rather than being a rules-based regulator.
We've got a handbook based on our principles and we are
outcomes focused." That's the way the FCA operates. The
outcomes shouldn't change. We're still looking for fairness.
We're still looking for transparency. We're still looking for all of
those things for the consumer that the conduct of the firm puts
into high relief when you take on a technology stance.

Actually, technology really is the spotlight onto your internal
processes. So actually, | feel with good technology deployment,
you get clearer access to those decisions. You certainly are held
to account more because the data's there. You can see it, you
can audit it. So | think we're getting to a stage where we
understand if we are a principles-based and outcomes focused
regulator, then all things should have those same kind of
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barriers around them, those guardrails around them to allow
decisions to be made. That allows you to go fast and make
things. As | say, it doesn't necessarily mean that there's a
conflict between moving fast and doing good regulation.

And | think you'd probably only need to point out a couple of
examples in the past, for example, open banking. When the
regulator went quite fast in open banking, yes, it took time to
deploy and it's taken time to adopt, but you've got a pretty
robust and well-respected guardrail for doing that data
transmission of transactional data. Where everyone said it
wasn't possible, it's become normal. And | think you'll get the
same with open finance, you'll get the same with smart data,
you'll get the same with Al.

Because all of the Al and other technologies move so fast, yes,
you have to have flexibility, but you have to have it based in the
original principles of your regulatory boundary. That's my take
on things. But Matt, what do you think?

Yeah. | think definitely, there is all of that, but for me, it's always
about making sure the culture's in the right place as well and
you've got that senior level cover. So the tech positivity stuff
that we talked about before, all of that needs to be surfaced and
as well socialized as Colin was describing it, but it also needs to
have that buy-in at the top. Without your EXCO saying, "Yeah,
we agree to this," and then giving you that cover to be a bit
more experimental and to get the regulator to move a bit
quicker, | don't think it unlocks much at all. Otherwise, you'll find
that people will be in the traditional mindset of what a regulator
does and they aren't trying to experiment around the
boundaries of what they can do.

So that's probably the only thing I'd add on top of the agility
aspect of it, but policymaking needs to become a lot more agile.
You talked about two years before you will see some changes
come through. Probably even longer in a lot of cases. How can
you shorten that? Because you will need to respond quicker as
things evolve and things are moving quicker. This conversation
about Al, what would we have said about, | don't know, three
years ago would be completely different to where we are now.

Yeah. Even one year ago. Yes. Even
One year ago. And even in two months time, we might be
having another conversation where it's like, "Oh, my God, this is

moving even quicker again." So the agility almost needs to be
baked in as a principal, as a regulator to say, "Okay, how do we
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move quicker and how do we evolve our policy thinking quicker
and how are we educating ourselves?" That | would think is
really important.

Yeah, we've got some good examples of that. Even if you look at
crypto assets. | joined the crypto asset board last year. We
brought to them the opportunity to use innovation in whatever
way they needed to, to look at their problems ahead of them.
And we picked off some ideas and tested them really quickly
and it allowed them to unlock some thinking that was a little bit
locked in the theoretical.

So we took it out, we did something called a surge. We just did
this real quick thinking around something. Took some innovation
type style activity, clarified it, got some evidential data, fed it
back in. Boom, you're off to the races. You've got something you
can work with then. | think all | said about principles based and
outcomes focused and then data led, you just add that in and
suddenly, you've got something that can actually work.

Yeah. And | guess the other thing is that we have no shortage of
people coming to us and saying, "Can we do a sprinton X, Y, Z
from the FCA?" So in fact, we're trying to manage the workload
around that and say, "Sorry, can't yet, can't yet, can't yet." So we
know there's definitely a demand from it and that shift has
happened within the FCA.

Yeah. As you touched on earlier, the FCA invented the regulatory
tech sprint as a format, kind of an adaptation of a hackathon.
And we at AIR have done, | think maybe 25 of them or
something like that ourselves on all different topics. It's an
amazing tool. And the most important part of it is that it, again,
brings people from their different domains to one table to work
together on solving a problem. And when you do that, all kinds
of fantastic things happen.

Absolutely.

| know we're at time. Is there any last word that you each would
like to share, maybe words of advice for other regulators or for
anyone else?

Not really words of advice, so words of encouragement. | think
we are at the cutting edge of challenge at the moment. The
management of change is demanding. The geopolitical
circumstances we live in are demanding on all of us,
emotionally, intellectually, physically, in some cases. It's tough

Page 20 of 22


https://www.rev.com/transcript-editor/shared/M3WDMaAPhWpZsEwWLKLh_Nlzq0PSfXyubJDwRnLcjgHG9Uz48Aed66c2BtGn0D28_O_CDcyqQKtM6RURNGFgajOnQRg?loadFrom=DocumentDeeplink&ts=3351.36
https://www.rev.com/transcript-editor/shared/hB-dK8CQcZhR2jAHtxigukg_b7HqUciAXW1gykPEwhhMEYMtkwwvHfe2hpS-ulx8iTHlcTFTNT_A9OnwZoAguvXj0u0?loadFrom=DocumentDeeplink&ts=3381.39
https://www.rev.com/transcript-editor/shared/5fbQjM8r2lN4i7XHF5Sa5ZLjYYWSYrVuQzcX-AgwIS2gnrqWV7kcaz2HTe0JVRNqmrIiqIrgwBhs7CxKH4YVF0wxL_E?loadFrom=DocumentDeeplink&ts=3412.5
https://www.rev.com/transcript-editor/shared/v33diNaYRSRS-eEhbc5W8kgayn36BDMieywBYQkEoXyROhL_yT2oBS3m2ao_Mq4zIMcmz6QPUWje1qG8XgOmAY6gZ5c?loadFrom=DocumentDeeplink&ts=3430.47
https://www.rev.com/transcript-editor/shared/QsfMuxzolFqBT3bmL0CnefKHEM66moQUzCMtvM7adoeyWIgo2dumG9ccsMgtn5Lh17Pn8cc_65MZNNO6XLPLjOChjfA?loadFrom=DocumentDeeplink&ts=3463.95
https://www.rev.com/transcript-editor/shared/v-ICcA7VZpw4u6vXv5xc87q37fHMtm4sZJrybss3gZz863BlwtDgXRkbq8Mgxvem2OI-nSN6czzZHBR16306bWS9qYA?loadFrom=DocumentDeeplink&ts=3464.37
https://www.rev.com/transcript-editor/shared/9lkUTYZd2g2W4uKu6lIDrINrHHJ_dlQVl4fKvz3UyoBkAqlCqZSpxuCesILguQBx_19TRwrrz6dUtVGniI-z-1prukc?loadFrom=DocumentDeeplink&ts=3478.56

00:59:04
00:59:38
Jo Ann Barefoot: 01:00:09
Matt Lowe: 01:00:13
Colin Payne: 01:00:46
Matt Lowe: 01:00:50

out there. | think all of us recognize that. | chair GFIN, which is
the Global Financial Innovation Network. I'm glad to say we've
got 98 regulator members now from around the world. So I'd
encourage anyone who's not a member to come and contact me
and join, because I'm not saying it's a self-help group, but it kind
of is a way of bringing these subjects together, thinking about
them. But more importantly, we operate experimental activity
now, so we can solve some problems at the same time. So we
bring our same mindset to GFIN as we do with the UK and the
FCA.

And | think we're trying to lift the world. And | think when
regulators come together, it's a really emotional and positive
experience. Because | think actually, again, I'm not going to say
regulators are going to save the world because | think some
would disagree with that heavily, but | do think we're in here for
the right reason. | think the purpose for most of us is to create a
better space to operate together. And | think globally and
interoperably, | think that's going to be really important in a tech
enabled world.

So we need to figure out how we share data, how we share
regulation and how we bring our separate jurisdictions closer
together. | don't think it's going to be saved by the big
organizations. | don't think that's possible at the moment, but
by doing the smaller-scale experiments, one-to-one, one to
three, one to five, working together, sharing ideas, | think that's
the future.

Matt, what would you like to add?

There's not too much to add because the only thing | was going
to say was about the network effect, which Colin's already
touched upon. Getting together as a network, like GFIN is, and
then making sure that you're all connecting and sharing those
experiences and those ideas. And | don't know, keep on
trucking, which is the encouraging bit. You just have to keep
moving and solving one problem at a time. And looking at each
of those different and new emerging technologies one at a time
and trying to understand how they fit together, | think is also
very important because that's the future world that you could
be operating in.

10-4, good buddy.

You know what? If we're going to talk about this on the podcast,
| think what was the movie? It was called Convoy.
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Convoy.

Yeah. They [inaudible 01:01:01].

| remember the theme tune. That's the only thing | remember.
Yeah, that's what had in my head when you said 10-4.

Break a breaker.

Yeah, break a breaker. There's a song about [inaudible 01:01:12].
I'm keeping an eyeball on Jo Ann here. [inaudible 01:01:13].

Yeah. She's probably saying, "I'm going to edit this out of the
podcast."

Yeah. "What is going on here now? What rabbit hole are we
going down?"

Either that or we'll put the link to Convoy in the show notes and
encourage everyone to check it out. Colin Payne, Matt Lowe, |
cannot thank you enough for joining us today. We will put a lot
more information about all the things you've talked about in the
show notes, and I'll look forward to having another conversation
sooner rather than later as you continue this amazing work. |
can't thank you enough for joining me.

Thanks, Jo Ann.

No, thank you. Thank you for having us.
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