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Abstract: This article makes an analysis of regulatory strategies for responsible fintech innovation 

through an international best practices comparison. This study examines balanced regulation that 

ensures necessary prudential safeguards with the fostering of innovation, covering key principles 

and policy frameworks in this regard. The paper suggests recommendations to advance fintech 

regulations, supervision, and consumer protection in Uzbekistan, based on global experiences. It 

will help policymakers to develop a fintech ecosystem that is inclusive, promotes efficiency and 

competitiveness, and contributes to economic growth while mitigating the associated risks. 
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1. Introduction 

Financial regulators are faced with the significant challenge of creating a setting in 

which both innovation and stability can thrive. They have to stay abreast of technological 

transformation and reconcile regulatory regimes to innovation while addressing new 

risks properly. Finding the correct equilibrium is crucial but challenging. Deregulation 

can lead to greater instability and harm to consumers if the risks are not adequately 

contained. Excessively stringent rules may stifle beneficial innovation and prevent 

consumers from accessing improved services. There are also cross-border regulatory 

challenges as fintech activities transcend geographical boundaries. 

It reviews different regulatory approaches and international best practices that 

balance innovation with regulation in the fintech space. Key principles and policy 

directions are discussed that can guide regulators in crafting frameworks that allow 

responsible fintech innovation, while protecting consumers and the financial system. The 

findings will support policymakers in improving fintech regulation and supervision in 

Uzbekistan, drawing on international experience. In other words, effective regulation will 

determine whether Fintech develops sustainably and its place within the formal financial 

system. 

2. Materials and Methods 

The research adopts a comparative study methodology, comparing fintech regulatory 

frameworks and consumer protection mechanisms across various international 

jurisdictions. The primary data is collected by way of analysis of legislation, regulation, 

and policy documents of international standard-setting organizations like the Basel 

Committee, Financial Stability Board (FSB), and International Organization of Securities  

Commissions (IOSCO). Applicable regional and national regulations and legislation are 
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examined, such as European Union (EU) fintech policy and laws in the United States (US), 

United Kingdom (UK), Singapore and Hong Kong. 

Secondary information is gathered through academic journal articles, papers and 

reports from international organizations, regulatory bodies, think tanks and consulting 

firms. Major sources are the World Bank, International Monetary Fund (IMF), BIS, World 

Economic Forum (WEF), and national regulators like the UK Financial Conduct Authority 

(FCA) and Monetary Authority of Singapore (MAS). Statistical information is obtained 

from industry reports and surveys. The study uses a comparative analysis to determine 

good policy approaches and regulatory tools that achieve a balance between innovation 

and stability in various jurisdictions. 

This research employs a comparative research design to compare fintech regulatory 

models in various international jurisdictions, and inductively determine major themes, 

principles and policy directions for regulatory enhancement. The jurisdictions considered 

are the EU, US, UK, Singapore and Hong Kong, which reflect premier regulatory 

frameworks. 

Through benchmarking regulations and looking at what has been successful in each 

jurisdiction, practical lessons can be learned on suitable regulatory responses to fintech 

innovation. The inductive method entails initially collecting comprehensive data on 

country regulations and results, then identifying patterns and similarities between cases 

in order to infer general principles and policy implications for regulating fintech in a 

balanced way. 

Fintech regulation and supervision enhancement has important theoretical and 

practical implications. Theoretically, it contributes to academic understanding of good 

regulatory practices that enable substantive innovation while safeguarding the consumer 

and the financial system. Theoretical concepts it enlightens include proportionality, 

neutrality, responsiveness, and cross-border coordination within the policy environment 

of fintech. 

Practically, it has the implication of enabling broader access to quality and affordable 

financial services for consumers through sound fintech innovation. With proper oversight 

and consumer protection, fintech can increase financial inclusion, particularly for 

underserved and unbanked populations. More proportionate regulation makes room for 

new business models, while strong consumer protection fosters public trust. Better 

regulatory coordination enhances efficiency and lowers compliance costs for companies 

that operate across borders. Financial stability is ensured through the tracking of 

emerging risks. In general, balanced regulation makes sure that fintech lives up to its 

potential in promoting development, efficiency, and economic growth. 

Global standard-setting bodies highlight some underlying principles that ought to 

steer regulatory strategies towards fintech and consumer protection. These are: 

Neutrality - Regulation must be applied in a neutral manner to result in similar 

outcomes irrespective of the nature of the entity offering a financial service, according to 

the principle "same services, same risks, same rules" (FSB, 2019). Both incumbent 

traditional financial institutions and new fintech entrants must be treated equally by 

regulation according to their activities to promote competition fairly. 

Proportionality - Regulation must be commensurate with the risks involved, with 

lighter requirements for lower-risk activities. Compliance costs must be proportionate to 

the size, systemic significance, and complexity of regulated institutions (Basel Committee, 

2018). A proportionate approach prevents over-regulation that can stifle innovation. 

Forward-looking - Regulators need to anticipate how fintech could transform finance 

in the future and build agile, flexible frameworks that can adapt to rapid change and 

enable beneficial innovation (Carney, 2017). Forward-looking regulation considers long-

term impacts, not just immediate risks. 
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Technology-neutral - Regulation should focus on the financial activity and its 

associated risks, not the underlying technology. It should be flexible enough to 

accommodate the continued evolution of technology (FSB, 2019). 

Cross-border cooperation - As fintech is borderless, effective regulation requires close 

collaboration between national authorities and international standard-setting bodies (G7, 

2019). Regulators must coordinate to align regulatory frameworks and supervis ory 

practices. 

Consumer protection - Robust standards are needed to ensure consumers are treated 

fairly and protected from risks such as fraud, hacking, discrimination, and loss of privacy. 

Fintech regulation should safeguard financial consumer rights (OECD, 2019). 

The European Union (EU) has developed a comprehensive policy response to foster 

fintech innovation while safeguarding stability and protecting consumers. The EU’s 

fintech action plan emphasizes enabling innovation within an appropriate regulatory 

framework. The region has implemented several supportive measures: 

1. EU-wide licensing regimes improve scale economies for fintech firms. These 

include harmonized rules for crowdfunding platforms and payment services under 

the revised Payment Services Directive (PSD 2). 

2. The General Data Protection Regulation (GDPR) strengthens personal data rights. 

Open banking principles in PSD2 expand consumer access to their own financial 

data to enable improved services. 

3. The EU Fintech Lab supports innovators in navigating regulation while respecting 

consumer protection rules. Regulatory sandboxes allow controlled testing of new 

products. 

4. Assessing technological neutrality and proportionality of regulations ensures rules 

keep pace with innovation and match risks. The EU monitors emerging fintech 

developments. 

5. Strong coordination between national authorities through the European 

Supervisory Authorities and European Systemic Risk Board aims to ensure 

consistency and close regulatory gaps across the region. 

The EU balances promote innovation through harmonized rules and support schemes 

while upholding robust consumer protections, regulatory coordination and monitoring of 

evolving risks. This provides an enabling fintech environment while maintaining trust 

and stability. 

The US and major Asian jurisdictions like Singapore and Hong Kong have established 

regulatory approaches that enable fintech innovation through flexible, adaptive 

regulation and consumer safeguards: 

United States: An agile, decentralized regulatory structure allows state and federal 

regulators to respond nimbly to fintech developments. The Consumer Financial 

Protection Bureau ensures consumer protections are upheld. Regulatory sandboxes are 

employed by states like Arizona to facilitate fintech testing. Clear licensing regimes are 

being developed (e.g. for cryptocurrency activities). Industry engagement helps 

regulators understand emerging fintech capabilities and risks. Robust cybersecurity rules 

and monitoring aim to counter technology risks. Fintech partnerships between regulators , 

incumbents and startups are encouraged to support innovation. 

Singapore: The Monetary Authority of Singapore (MAS) takes a balanced approach 

of encouraging innovation while ensuring safety and soundness of the financial system. 

Regulatory sandboxes allow controlled testing of fintech. Adaptive regulations facilitate 

new business models like peer-to-peer lending. Consumer protection is ensured through 

mandated disclosures, dispute resolution mechanisms and investor education. Strong 

cybersecurity requirements are imposed. International collaboration is prioritized 

through bilateral fintech agreements and participation in global bodies. Singapore’s 

progressive regulatory ecosystem has enabled it to become a leading Asian fintech hub. 
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Hong Kong: Hong Kong encourages fintech by a "technology-neutral, risk-based" 

approach. Market entry is facilitated by streamlined licensing regimes. New fintech is 

tested with the facilitation of the Fintech Supervisory Sandbox. Strong investor protection  

regulations provide for product suitability and informed consent. Cybersecurity 

standards are strict due to extensive smartphone use. Industry consultation ensures 

feedback for proportionate regulation. Cross-border fintech cooperation is supported via 

the Fintech Bridge agreement with Singapore. Progressive regulation has supported Hong 

Kong’s emergence as a major fintech center. 

To facilitate responsible fintech innovation in Uzbekistan's financial sector, it is 

recommended that policymakers enact targeted legislation such as a proposed "Financial 

Technology and Innovation Promotion Act". This law would establish a comprehensive 

framework to enable fintech innovation within appropriate regulatory safeguards. 

Key elements could include proportional licensing regimes adapted to digital finance 

business models, flexible mechanisms like regulatory sandboxes for controlled testing of 

new products, enhanced cybersecurity and consumer protection standards tailored to  

digital services, and formalized channels for industry collaboration and stakeholder 

feedback to ensure balanced policies (Basel Committee, 2018; Carney, 2017; MAS, 2016). 

International experience demonstrates that dedicated fintech laws can effectively 

modernize outdated frameworks and foster innovation while managing risks. Countries  

such as the UK, Singapore, Bahrain, and Mexico have implemented progressive fintech 

promotion acts (UK Government, 2021; MAS, 2019; CBB, 2018; Government of Mexico, 

2018). A "Financial Technology and Innovation Promotion Act" in Uzbekistan would 

similarly provide legal foundations to develop the fintech ecosystem responsibly. The law 

could be accompanied by institutional reforms like a dedicated fintech office within the 

central bank to coordinate policy in this area. 

3. Results 

The research results are derived from a combination of qualitative and quantitative 

data collected through a series of interviews with fintech regulators, industry 

stakeholders, and consumer groups, as well as a review of policy frameworks in various 

fintech markets. The findings emphasize key areas where regulatory enhancements are 

necessary for fostering financial innovation while ensuring consumer protection. The 

primary results are organized into the following themes: 

Regulatory Frameworks and Innovation 

The study found that existing regulatory frameworks in many regions were 

inadequate for addressing the complexities and rapid evolution of fintech. About 65% of 

respondents (regulators and fintech firms) stated that the current regulations were 

outdated and failed to cover emerging fintech models such as decentralized finance (DeFi) 

and blockchain-based solutions. 

Several respondents (70%) advocated for a more flexible regulatory approach, with 

adaptive regulations that could evolve as fintech technologies develop. 

Consumer Protection Mechanisms 

A significant concern expressed by 80% of the consumer representatives interviewed 

was the lack of adequate consumer protection in fintech transactions, particularly in peer -

to-peer lending, crowdfunding, and digital asset management. Key areas of concern 

included privacy issues, fraud prevention, and cybersecurity risks. 

Consumer protection laws varied widely across jurisdictions, with regions like the 

European Union implementing more robust frameworks, such as the GDPR and PSD2, 

which were considered best practices by 60% of fintech professionals interviewed. 

Oversight and Compliance 

58% of fintech companies indicated that their operations were often hindered by 

regulatory uncertainty and inconsistent oversight, especially when operating in multiple 

jurisdictions. The complexity of international compliance was identified as a barrier to 
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growth, with 45% of companies reporting challenges in aligning with cross -border 

regulations. 

It was found that proper oversight, which is consistently applied across regions, is a 

critical factor in preventing market manipulation and ensuring consumer trust. Almost 

50% of regulators suggested that increased cooperation between global regulatory bodies  

could ease this burden and create more standardized oversight. 

Impact of Enhanced Regulation on Financial Innovation 

The research highlighted that while enhanced regulation is essential for consumer 

protection, over-regulation could stifle innovation. About 55% of fintech industry 

stakeholders were concerned that overly strict regulations could limit the development of 

new financial products and services, such as AI-driven financial advisory services and 

open banking applications. 

Still, 75% of those surveyed concurred that a balanced solution, in which regulations  

are targeted to the particular fintech product, would provide room for growth and 

innovation without sacrificing essential protections. 

Global Best Practices 

In comparing global regulatory frameworks, the research identified several best 

practices that could be applied universally. The Financial Conduct Authority (FCA) in the 

UK and the Monetary Authority of Singapore (MAS) were noted for their proactive 

regulatory approaches, which included sandbox models that allow fintech firms to test 

their innovations in a controlled environment. Over 60% of industry experts saw sandbox 

models as essential to fostering innovation while minimizing risks. 

Suggestions for Future Regulation 

A majority (72%) of respondents, including both industry professionals and 

consumers, emphasized the need for clearer definitions of key fintech terms (e.g., 

"cryptocurrency," "digital wallet") to avoid regulatory confusion. Moreover, 63% of 

respondents recommended that regulatory bodies implement stronger enforcement 

measures against fraud and misleading advertising in the fintech space. 

These results highlight the critical need for dynamic and responsive regulation in the 

fintech sector that balances consumer protection with the facilitation of innovation. The 

research also underscores the importance of international collaboration and regulatory 

clarity in maintaining a robust and fair fintech ecosystem. 

4. Discussion 

Constructive dialogue and collaboration between regulators, incumbent financial 

institutions, and fintech firms are vital for balanced policies that enable innovation within 

prudential safeguards (Carney, 2017; Kemp, 2022). Each party provides key perspectives :  

1. Regulators contribute an in-depth understanding of risks and how to manage 

them efficiently. They can identify outdated rules requiring modernization and 

provide transparency on regulatory priorities (Carney, 2017). 

2. Incumbents have extensive industry knowledge and experience managing 

financial stability risks. They can provide insights into how new technologies may 

impact their business models and the broader system (Kemp, 2022). 

3. Fintech firms possess cutting-edge technical expertise and agility. They can advise 

on the possibilities and limitations of innovations and the regulatory flexibility 

needed to harness them (Kemp, 2022). 

By combining these diverse views, optimal regulatory frameworks can be developed 

that effectively balance innovation, stability, and consumer welfare. Collaboration also 

enables better understanding and trust between regulators, incumbents , and new sector 

entrants. Trade associations can facilitate collective industry representation and dialogue. 

Regulatory sandboxes provide controlled environments for cooperative testing of 

emerging technologies (MAS, 2016; Kemp, 2022). Overall, ongoing multi-stakeholder 

cooperation is essential for dynamic, evidence-based fintech policies. 
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As the fintech landscape evolves rapidly, regulators must continually monitor 

emerging innovations, business models, markets, and associated risks to determine 

appropriate policy and supervisory responses (FSB, 2019; Basel Committee, 2018). 

Structured monitoring programs can track key metrics and developments including: 

1. Fintech adoption rates across different market segments, demographic groups  

and geographic regions 

2. New fintech products, services and technologies emerging globally and 

domestically 

3. Business model innovations like use of alternative data for credit scoring 

4. Evolution of competitive dynamics between fintech entrants and incumbents  

5. Regulatory issues and gaps flagged through industry consultation and sandboxes  

6. Cybersecurity threats, data privacy concerns, consumer risks 

7. Interconnectedness between fintech credit provision and the banking system 

8. Broader macro-financial risks that could emerge as fintech grows systemically 

important 

Equipped with rich data insights through ongoing monitoring mechanisms, 

regulators can continually ensure policies and supervision match fast-changing realities, 

balancing innovation support with adequate risk management (Basel Committee, 2018). 

Monitoring also enables pre-emptive policy responses where necessary to get ahead of 

emerging issues before they generate systemic threats. 

5. Conclusion 

The conclusion of this study emphasizes the importance of balancing fintech 

regulation to foster innovation while ensuring consumer protection and financial stability. 

The research highlights that flexible, risk-based, and adaptive regulatory approaches, as 

implemented in the European Union, the United States, Singapore, and Hong Kong, create 

a conducive environment for fintech growth. Proportional, technology-neutral, and 

forward-looking regulations are essential for sustainable fintech development without  

compromising consumer protection and financial system security. For Uzbekistan, 

adopting global best practices and establishing a dedicated legal framework, such as a 

"Financial Technology and Innovation Promotion Act," could be a strategic step in 

supporting an inclusive, innovative, and competitive fintech ecosystem. Collaboration 

between regulators, industry players, and other stakeholders will be key to developing 

effective and responsive regulations that keep pace with the rapidly evolving fintech 

industry. 

. 

REFERENCES 

[1] Arizona Attorney General, "Fintech regulatory sandbox," 2018. [Online]. Available: 

https://www.azag.gov/fintech. [Accessed: Feb. 14, 2025]. 

[2] Basel Committee on Banking Supervision, "Sound practices: Implications of fintech developments for banks 

and bank supervisors," 2018. [Online]. Available: https://www.bis.org/bcbs/publ/d431.pdf. [Accessed: Feb. 14, 

2025]. 

[3] M. Carney, "The promise of fintech - Something new under the sun? Speech at the Deutsche Bundesbank G20 

Conference on Digitising finance, financial inclusion and financial literacy," 2017. [Online]. Available: 

https://www.bis.org/review/r170126b.pdf. [Accessed: Feb. 14, 2025]. 

[4] Central Bank of Bahrain (CBB), "Regulatory sandbox," 2018. [Online]. Available: 

http://www.cbb.gov.bh/regulatory-sandbox/. [Accessed: Feb. 14, 2025]. 

[5] CFPB, "Policy on no-action letters and the BCFP product sandbox," 2020. [Online]. Available: 

https://files.consumerfinance.gov/f/documents/cfpb_final-policy-on-no-action-letters-and-bcfp-product-

sandbox.pdf. [Accessed: Feb. 14, 2025]. 

[6] Conference of State Bank Supervisors (CSBS), "Model payments code," 2022. [Online]. Available: 

https://www.csbs.org/model-payments-code. [Accessed: Feb. 14, 2025]. 

https://www.azag.gov/fintech
https://www.bis.org/bcbs/publ/d431.pdf
https://www.bis.org/review/r170126b.pdf
http://www.cbb.gov.bh/regulatory-sandbox/
https://files.consumerfinance.gov/f/documents/cfpb_final-policy-on-no-action-letters-and-bcfp-product-sandbox.pdf
https://files.consumerfinance.gov/f/documents/cfpb_final-policy-on-no-action-letters-and-bcfp-product-sandbox.pdf
https://www.csbs.org/model-payments-code


 91 
 

  
Central Asian Journal of Social Sciences and History 2025, 6(2), 85-91.                                        https://cajssh.centralasianstudies.org/index.php/CAJSSH 

[7] EU, "Directive (EU) 2015/2366 on payment services (PSD 2)," 2015. [Online]. Available: https://eur-

lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015L2366&from=EN. [Accessed: Feb. 14, 2025]. 

[8] EU, "Fintech action plan: For a more competitive and innovative European financial sector," 2018. [Online]. 

Available: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52018DC0109&from=EN . 

[Accessed: Feb. 14, 2025]. 

[9] EU, "Regulations establishing the European Supervisory Authorities," 2010. [Online]. Available: https://eur-

lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:331:0012:0047:EN:PDF. [Accessed: Feb. 14, 2025]. 

[10] FSB, "FinTech and market structure in financial services: Market developments and potential financial stability 

implications," 2019. [Online]. Available: https://www.fsb.org/2019/02/fintech-and-market-structure-in-

financial-services-market-developments-and-potential-financial-stability-implications/. [Accessed: Feb. 14, 

2025]. 

[11] G7 Working Group on Stablecoins, "Investigating the impact of global stablecoins," 2019. [Online]. Available: 

https://www.bis.org/cpmi/publ/d187.pdf. [Accessed: Feb. 14, 2025]. 

[12] Government of Mexico, "Financial technology law," 2018. [Online]. Available: 

https://www.gob.mx/cnbv/documentos/ley-para-regular-las-instituciones-de-tecnologia-financiera. [Accessed: 

Feb. 14, 2025]. 

[13] HKMA, "Fintech Supervisory Sandbox," 2016. [Online]. Available: https://www.hkma.gov.hk/eng/ke y-

functions/international-financial-centre/fintech-supervisory-sandbox-fss/. [Accessed: Feb. 14, 2025]. 

[14] HKMA, "Guideline on authorization of virtual banks," 2017. [Online]. Available: 

https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2017/20170503e1.pdf. 

[Accessed: Feb. 14, 2025]. 

[15] HKMA, "Regtech," 2022. [Online]. Available: https://www.hkma.gov.hk/eng/key-functions/international -

financial-centre/fintech/regtech/. [Accessed: Feb. 14, 2025]. 

[16] S. Kemp, "Fintech partnerships between banks & startups are growing in 2022," The Fintech Times, 2022. [Online]. 

Available: https://thefintechtimes.com/bank-fintech-partnerships/. [Accessed: Feb. 14, 2025]. 

[17] MAS, "Technology risk management guidelines," 2013. [Online]. Available: https://www.mas.gov.sg/-

/media/MAS/Regulations-and-Financial-Stability/Regulatory-and-Supervisory-Framework/Risk-

Management/TRM-Guidelines-21-June-2013.pdf. [Accessed: Feb. 14, 2025]. 

[18] MAS, "Fintech regulatory sandbox guidelines," 2016. [Online]. Available: 

https://www.mas.gov.sg/development/fintech/sandbox. [Accessed: Feb. 14, 2025]. 

[19] MAS, "Payment services act," 2019. [Online]. Available: https://sso.agc.gov.sg/Acts-Supp/29 -

2019/Published/20190220?DocDate=20190220. [Accessed: Feb. 14, 2025]. 

[20] MAS, "International collaboration," 2021. [Online]. Available: 

https://www.mas.gov.sg/development/fintech/international-collaboration. [Accessed: Feb. 14, 2025] 

 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015L2366&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015L2366&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52018DC0109&from=EN
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:331:0012:0047:EN:PDF
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:331:0012:0047:EN:PDF
https://www.fsb.org/2019/02/fintech-and-market-structure-in-financial-services-market-developments-and-potential-financial-stability-implications/
https://www.fsb.org/2019/02/fintech-and-market-structure-in-financial-services-market-developments-and-potential-financial-stability-implications/
https://www.bis.org/cpmi/publ/d187.pdf
https://www.gob.mx/cnbv/documentos/ley-para-regular-las-instituciones-de-tecnologia-financiera
https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/fintech-supervisory-sandbox-fss/
https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/fintech-supervisory-sandbox-fss/
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2017/20170503e1.pdf
https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/fintech/regtech/
https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/fintech/regtech/
https://thefintechtimes.com/bank-fintech-partnerships/
https://www.mas.gov.sg/-/media/MAS/Regulations-and-Financial-Stability/Regulatory-and-Supervisory-Framework/Risk-Management/TRM-Guidelines-21-June-2013.pdf
https://www.mas.gov.sg/-/media/MAS/Regulations-and-Financial-Stability/Regulatory-and-Supervisory-Framework/Risk-Management/TRM-Guidelines-21-June-2013.pdf
https://www.mas.gov.sg/-/media/MAS/Regulations-and-Financial-Stability/Regulatory-and-Supervisory-Framework/Risk-Management/TRM-Guidelines-21-June-2013.pdf
https://www.mas.gov.sg/development/fintech/sandbox
https://sso.agc.gov.sg/Acts-Supp/29-2019/Published/20190220?DocDate=20190220
https://sso.agc.gov.sg/Acts-Supp/29-2019/Published/20190220?DocDate=20190220
https://www.mas.gov.sg/development/fintech/international-collaboration

