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The growth of Lithuania’s fintech hub

6000+ people employed
in the sector (50% growth in 2021)
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Source https://investlithuania.com/report/fintech-report-2021-2022/ 

2021 265 Fintechs 

4000+ people �employed was  in the sector �(18 % growth in 2020)
2016. The main reason for these joint efforts was high concentration in the banking sector. We had only 2-3 banks in the sector. 
Fintech ecosystem in Lithuania currently has over 230 players. In 2020, Lithuania’s Fintech hub saw 40 new companies set up operations. Almost half of these newcomers were international Fintech brands opening offices in Lithuania.
2018. Marked the 1st Specialized Bank lisence issued to Revolut – currently one of the biggest Fintechs based in Lithuania. Regulatory Sandbox. 
2019. Technological blockchain sandbox program launched, where companies could test regulatory compliance on new and innovative solutions. 
2020. From institutional side – AML centre launched providing guidance to market participants and training for staff. Also – worlds first digital collector’s coin was released by the Bank of Lithuania. 


https://verse.me/en/

Lithuania: the Largest Fintech
Hub in the EU 2021
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Payments infrastructure CENTR(;SlinI(

The Bank of Lithuania provides technical access for all payment service
providers, enabling them to send and receive SEPA payments. For banks
and fintechs licensed in the European Economic Area (EEA).

CENTRQlink
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Single Euro Payments Area (SEPA) payments.
issue unique IBANs for your customers
safeguard customer funds in an account with the Bank of  Lithuania
create your own infrastructure and to cut out the middleman



Toolkit to foster innovations
and market development
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BoL is Integrated regulator responsible for prudential and business conduct supervision as well as payment system management. 
Developing a Fintech-friendly regulatory and supervisory environment as well as fostering innovation in the financial system is one of the Bank’s strategic goals.

2017. The Newcomer program was introduced by BoL to help up-and-coming financial technology companies evaluate their lisencing potential and become participants in financial markets. 
2018 Regulatory Sandbox was established. 
2019. Technological blockchain sandbox program launched, where companies could test regulatory compliance on new and innovative solutions. 
2020. From institutional side – AML centre launched providing guidance to market participants and training for staff. Also – worlds first digital collector’s coin was released by the Bank of Lithuania. 



Newcomer Programme: main entry
point for market participants

One-stop-shop

Consulting new market players on legal/regulatory matters i
Assessing feasibility of various business models
Under the umbrella of the Centre for Financial Market Development

More 650 participants
than:

70 countries

32%0 of participants proceed to
licensing

17%06 recieved licences
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Interactive  webpage, consultations online, meetings online, English. 
One-stop-shop:
Consulting new market players on legal/regulatory matters
Assessing feasibility of business models



Since the launched in 2017 more than 650 participats from more than 70 countries

Aproximatly 32 proc. of participants proceed to licencing and aproximatly 17 proc. recieved licencies 

2021 number of Newcomers interested in banking licence reached 100



What is a regulatory sandbox?

—

* Regulatory sandbox: testing grounds for new business |
models when regulations are unclear or not yet implemented.

« The United Kingdom was the first country to introduce the
regulatory sandbox to its fintech industry in 2015.

 The Regulatory Sandbox was established in 2018 in Lithuania,
and it is open for applications at any point throughout the year.
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First regulatory sandbox was established in the UK in 2015. The regulatory sandbox in Lithuania was established in 2018. 

“Sandbox” is one of the most common words in the fintech universe. It refers to a mechanism for developing regulation that keeps up with the fast pace of innovation.

Sandbox ease  the implementation of financial innovation in Lithuania’s financial market, especially when regulation of any activity that relies on financial innovation is insufficient or unclear.
It also helps Bank of Lithuania understand in advance the possible effects of financial innovation on consumers and the financial system. 



Why is regulatory sandbox important?

It helps to:

e Check if a business model is attractive to consumers.
 Reduce time to market at a potentially lower cost.

* ldentify consumer protection safeguards that can be built into
new products and services.
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Helps when regulations are unclear.

Innovation can do a lot to benefit  consumers and markets, but new ideas may require additional regulatory support. 

It serve to ease the implementation of financial innovation in financial market, especially when regulation of any activity that relies on financial innovation is insufficient or unclear.

Intended to help the Bank of Lithuania understand in advance the possible effects of financial innovation on consumers and the financial system, identify emerging risks, determine possible shortcomings regarding regulation of the financial market, eliminate or reduce such regulatory shortcomings and any possible negative effects of financial innovation.
The Regulatory Sandbox allows firms to test innovative propositions in the market with real consumers. It’s open for applications at any point throughout the year.
Innovation can do a lot to benefit  consumers and markets. It can provide easier, more intuitive access to services, as well as supporting the future of the UK economy.
But the financial services industry can also attract high costs of entry for innovators. Those wishing to join with genuinely new ideas may require additional regulatory support. 
The Regulatory Sandbox provides innovators, both incumbents and new players, with access to regulatory expertise. It’s open to applications from all sectors of the financial services market and gives firms: 
the ability to test products and services in a controlled environment
the opportunity to find out whether a business model is attractive to consumers, or how a particular technology works in the market  
a reduced time to market at potentially lower cost 
support in identifying consumer protection safeguards that can be built into new products and services



Eligibility criteria at the Bank of Lithuania

The participants of the regulatory sandbox is selected according to

the following criteria: |

e Genuine innovation
e Consumer benefit

» Need for testing in a live environment

» Readiness for testing

< Ambition to provide financial services in Lithuania
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Genuine innovation - it is new to Lithuania’s financial market;
Consumer benefit - if implemented, it would bring more convenient, safer and cheaper financial services or other identifiable benefits to consumers;
Need for testing in a live environment - the necessity to test financial innovations in a controlled environment is objectively justified, while testing itself can contribute to the implementation of the said innovation;
Readiness for testing - it is ready to be tested in a live environment: the financial market participant has carried out an assessment of its adaptability, allocated sufficient resources, carried out a risk analysis and understands any other testing conditions;
Ambition to provide financial services in Lithuania - it will be further developed in Lithuania. 



Steps to apply for testing and testing
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NEGOTIATION
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The APPLICANT and
the Bank of Lithuania agree
on the testing period,
protection of consumer
rights and other testing
conditions (1-2 months)

The BANK OF LITHUANIA
allows to start testing under
the agreed conditions

An INNOVATIVE financial service
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up to 6 months, with the possibility
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Approval of the innovation committee. (2m)
Approval of the testing plan. Supervision departments. (2m)
Testing (6m) can be extended to 6 more m. 



Tools used in the Regulatory Sandbox

* Active consultation of financial market participants;

* Active application of the principle of proportionality when

interpreting and applying legal acts regulating the financial
market;

 No enforcement measures unless necessary.

11


Presenter
Presentation Notes
Tools used in the Regulatory Sandbox
Active consultation
Active application of the principle of proportionality
No enforcement measures unless necessary. 



g 2 A peer-to-peer (P2P) insurance
- platform has been tested.

'l S

P2P insurance guidelines have been established after the P2P
insurance platform was tested within the Bank of Lithuania’s
regulatory sandbox. This could open up new opportunities in the
financial services market. The guidelines on P2P insurance activity
which set out good practice principles to be followed by P2P insurance

providers.
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A peer-to-peer (P2P) insurance platform has been tested in 2020

This year Peer-to-peer (P2P) insurance guidelines have been established after the Peer-to-peer insurance platform was tested within the Bank of Lithuania’s regulatory sandbox. 



Relevant to:

fintechs, startups,

IT enthusiasts, small/medium IT
companies

Platform provider

I Technological/regulatory
IT support

sandbox

I BoL regulatory support Fintech & BoL use cases

I BoL tests users and data

Accelerate the development and application of blockchain-based solutions

Improve the quality of regulation in the financial sector
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Global Financial Innovation Network (GFIN) ﬂ
cross-border testing- member of GFIN
Coordinating group.

 Tool to develop a template for
sustainability reports which could be |
used globally was tested in 2021. |

GFiN

GLOBAL FINANCIAL NETWORK

e Participants: the United Arab 70 members in the

Emirates, Bahrain, Abu Dhabi (United Network (_regteCh’
Arab Emirates), Nur-Sultan collaboration, cross
(Kazakhstan) and Bermuda. border testing)

14
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The Bank of Lithuania has been elected to the GFIN Coordinating group. We are delighted to confirm that Bank of Lithuania has been officially confirmed as the new GFIN Coordination Group member for a two-year term. 
It opens a new page of innovation development at the BoL: where we are helping to develop a tool in our regulatory sandbox which would transcend country boundaries.


The regulatory sandbox of the BoL has been used by Business Reporting-Advisory Group to test its ATOME: Matter tool to develop a template for sustainability reports, which could be used globally.
 It opens a new page of innovation development at the Bank of Lithuania: we will help develop a tool in our regulatory sandbox which would transcend country boundaries. Project participants will include central banks of the United Arab Emirates and Bahrain as well as financial market supervisory authorities of Abu Dabi (United Arab Emirates), Astana (Kazakhstan) and Bermuda, which all belong to the Global Financial Innovation Network (GFIN). Together with the Bank of Lithuania, they will assess this tool in the regulatory sandbox, so that the markets are better prepared for sustainability reporting, which is planned in the future.



®
EU Digital Platform

e 2021: EU Cross-border
testing Framework

EU Djgital Finance Platform

Building connections and boosting,innovation
e« 2022: the EU Digital

Platform
Discover the platform >

 Next step: Data Hub

https://digital-finance-platform.ec.europa.eu/
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Galimi testavimai iš karto bent dvejose šalyse narėse, vienoje aktyviai stebint kitoms, vienoje pristatant rezultatus kitoms šalims narėms. 

BoL is Integrated regulator responsible for prudential and business conduct supervision as well as payment system management. 
Developing a Fintech-friendly regulatory and supervisory environment as well as fostering innovation in the financial system is one of the Bank’s strategic goals.

2017. The Newcomer program was introduced by BoL to help up-and-coming financial technology companies evaluate their lisencing potential and become participants in financial markets. 
2018 Regulatory Sandbox was established. 
2019. Technological blockchain sandbox program launched, where companies could test regulatory compliance on new and innovative solutions. 
2020. From institutional side – AML centre launched providing guidance to market participants and training for staff. Also – worlds first digital collector’s coin was released by the Bank of Lithuania. 


https://digital-finance-platform.ec.europa.eu/

EU Digital Platform

Request types

Case 1 - Multi sandbox testing Case 2 - Observing sandbox testing Case 3 - Sharing of test findings

https://digital-finance-platform.ec.europa.eu/efif/cross-border-testing
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Galimi testavimai iš karto bent dvejose šalyse narėse, vienoje aktyviai stebint kitoms, vienoje pristatant rezultatus kitoms šalims narėms. 

BoL is Integrated regulator responsible for prudential and business conduct supervision as well as payment system management. 
Developing a Fintech-friendly regulatory and supervisory environment as well as fostering innovation in the financial system is one of the Bank’s strategic goals.

2017. The Newcomer program was introduced by BoL to help up-and-coming financial technology companies evaluate their lisencing potential and become participants in financial markets. 
2018 Regulatory Sandbox was established. 
2019. Technological blockchain sandbox program launched, where companies could test regulatory compliance on new and innovative solutions. 
2020. From institutional side – AML centre launched providing guidance to market participants and training for staff. Also – worlds first digital collector’s coin was released by the Bank of Lithuania. 



LBCOIN: field experiment for CBDC

Underlying technology: the hybrid blockchain

PUBLIC BLOCKCHAIN
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LBCOIN is a controlled experiment that can be considered an in vitro test of multiple practical aspects relevant to the broader CBDC discussion.


Developments in innovations

2018 Regulatory Sandbox

2019 Joined GFIN Cross-border testing

P2P Insurance platform tested in the sandbox

2020
LB Coin — first digital collector coin
First cross-border testing
—ezd GFIN Coordinating group member
Issued guidelines on the P2P insurance
activities
EU cross-border sandbox platform
2022

Further Digital Assets (Point of sales)
experiments
Data Maturity programme
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Newcomer programos dalyviai gauna savalaikes konsultacijas. Net ketvirtadalis dalyvių pereina į licencijavimą, vidutiniškai 12 proc. dalyvių sėkmingai suteikiama licencija. 
2020 m. išbandyta tarpusavio draudimo platforma. 
2021 m. pristatytos tarpusavio draudimo veiklos gairės. 
Bandomoji finansų aplinka nuo 2021m. Persikėlė į tarptautinį lygį 2021 m. Lietuvos bankas buvo priimtas į Pasaulinio finansinių inovacijų tinklo (angl. Global Financial Innovation Network, GFIN) koordinavimo grupę.Atliktas pirmasis tarptautinis bandymas. 
2022 antraisiais metais startuos ES lygio platforma skirta išbandyti inovacijas daugiau nei vienoje jurisdikcijoje, bet bent dvejose arba vienoje stebint kitų ES šalių reguliatoriams. 
Patirtis LBCoin projekte toliau naudojama Digital Euro iniciatyvose. 
The Bank of Lithuania has been elected to the GFIN Coordinating group. We are delighted to confirm that Bank of Lithuania has been officially confirmed as the new GFIN Coordination Group member for a two-year term. 
It opens a new page of innovation development at the BoL: where we are helping to develop a tool in our regulatory sandbox which would transcend country boundaries.


The regulatory sandbox of the BoL has been used by Business Reporting-Advisory Group to test its ATOME: Matter tool to develop a template for sustainability reports, which could be used globally.
 It opens a new page of innovation development at the Bank of Lithuania: we will help develop a tool in our regulatory sandbox which would transcend country boundaries. Project participants will include central banks of the United Arab Emirates and Bahrain as well as financial market supervisory authorities of Abu Dabi (United Arab Emirates), Astana (Kazakhstan) and Bermuda, which all belong to the Global Financial Innovation Network (GFIN). Together with the Bank of Lithuania, they will assess this tool in the regulatory sandbox, so that the markets are better prepared for sustainability reporting, which is planned in the future.
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Thank you!
It’s time for questions

More: https://www.lb.lt/en/regulatory-sandbox
Email: Sandbox@Ib.It



https://www.lb.lt/en/regulatory-sandbox

What’s next? Digitalisation center/IT

To coordinate digitalisation activities across the organization, the Board of the Bank
of Lithuania is planning to establish the Centre for Digitalisation

Objective of the Centre for Digitalisation: to coordinate the digitalisation of
ineffective Bank of Lithuania’s processes as well as to ensure that principles of
digitalisation are embedded in each of the Bank’s activities

4 digitalisation principles:
* Digital by design

* Only once

* User centric
 Co-creation

20
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BoL is Integrated regulator responsible for prudential and business conduct supervision as well as payment system management. 
Developing a Fintech-friendly regulatory and supervisory environment as well as fostering innovation in the financial system is one of the Bank’s strategic goals.

2017. The Newcomer program was introduced by BoL to help up-and-coming financial technology companies evaluate their lisencing potential and become participants in financial markets. 
2018 Regulatory Sandbox was established. 
2019. Technological blockchain sandbox program launched, where companies could test regulatory compliance on new and innovative solutions. 
2020. From institutional side – AML centre launched providing guidance to market participants and training for staff. Also – worlds first digital collector’s coin was released by the Bank of Lithuania. 
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