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Minutes:
1.

Introductions

1.1.

The Chair opened the meeting and asked attendees to introduce themselves.

2.

The FMLC’s Public Education Function: Speeches (Virgilio Diniz)

2.1.

Mr Diniz delivered a short presentation1 on the FMLC’s Public Education Function, a key
aspect of the FMLC’s mission as a charity.

3.

Introductory remarks on Libra currency and the regulatory reaction to date (Sarah
Lewis)

3.1.

Ms Lewis started her presentation stating that in June 2019, Facebook released a white
paper outlining its aims for a crypto-currency, “Libra”, which aspires to widen access to
financial services, via the Facebook platform. It is hoped that it will function as a global
“stable-coin” backed by a basket of real assets chosen with a view to minimising volatility.
The exchange rate for Libra would be thus based on the variation of the whole basket of
currencies. Ms Lewis noted that Libra is intended to be an open source decentralised blockchain based cryptocurrency.

The Libra block-chain uses a Byzantine Fault Tolerant

(“BFT”) consensus approach and aims to be pseudonymous. Libra aims to launch in 2020
under a permissioned system, and move to a permission-less system within five-years. It is
anticipated that there could be as many as 1.5bn users.
3.2.

Ms Lewis noted users will interface with Libra through exchanges and wallets in the way
usually associated with virtual currencies. There are several questions the white paper does
not answer, such as, for example, whether Libra is an investment fund or a virtual currency.

3.3.

Ms Lewis explained that Libra is overseen by a Swiss non-profit organisation, the Libra
Association, of which there are currently 27 members (including expressions of interest).
Facebook’s founding members and one representative per node-operator form the Libra
Association Council. Facebook has announced, that while it is playing a leading role
currently, once launched it will be an equal member.

3.4.

The regulatory response overall is sceptical. A key concern is whether Libra coin represents
a deeper systemic risk as Facebook’s user base is much larger than other crypto currencies.
European and other regulators have expressed concerns about money laundering controls,
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privacy and consumer protection, the impact on fiat currencies, and the growing market
power of ‘BigTech’. Also of concern is that it could potentially constitute a platform
whereby countries and individuals who are subject to government sanctions could bypass
controls to transfer money. The U.S. Securities and Exchange Commission (“SEC”) is
considering if Libra is an exchange-traded fund and consequently falls under its oversight.
Congressional hearings have raised concerns about Libra.
3.5.

Members discussed the categorisation of Libra. Under the Howey test it is arguably not a
security, but more similar to Ether or Bitcoin. However, it is not truly decentralised like
these virtual currencies. Alibaba or WeChat potentially have a similar offering in terms of
social media with payments attached, however they are not pseudonymous or block-chain
based.

3.6.

Ms. Lewis outlined Facebook’s response to regulatory concerns which is that the Libra
Association would take an active role in developing and performing policies and
procedures with the aim at complying with anti-money laundering and other regulations.

3.7.

The Libra white paper is light on details. There remain many questions apart from the
issues of categorisation and oversight, for example tax issues.

4.

Machine learning/big data and the regulation of consumer credit markets (Nikita
Aggarwal);

4.1.

Ms. Aggarwal started her introductory remarks pointing out how a social credit score
mechanism might have an impact on the credit markets and how regulation could function
in managing credit score. She differentiated a putative Western model from Chinese social
credit scoring. Financial credit history is considered in traditional credit scores, but in nontraditional approaches to other, such as rental payments, utilities and social data can be
used. She highlighted that the use of more sophisticated data could be achieved through
the development of machine learning, whereby there will be more efficient gains than using
only traditional data. This represents possible opportunity for consumer credit markets.

4.2.

Ms. Aggarwal stressed that the use of machine learning in the credit score mechanism
could also open new avenues for discrimination, in the sense that there is no guarantee that
service providers would offer proper services to help consumers to choose the best product.
She added that the current U.K. system is a principle-based and outcome-based, but
manipulation still takes place. Therefore, strengthening statistic modelling should be
desirable to refine impact assessment and credit scoring. Ms. Aggarwal then raised a
question whether the Financial Conduct Authority (“FCA”) might consider using machine
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learning to monitor market behaviour, considering the interaction in between data
protection laws and financial rules. She stressed that data protection concerns and human
rights issues arise within the current system and are being addressed.
5.

Any other business

5.1.

No other business was discussed.
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The FMLC’s charitable remit
According to the charitable remit, the FMLC has a tripartite mission:
•

to identify relevant issues (the radar function);

•

to consider such issues (the research function); and

•

to address such issues (the public education function).

Reduced legal uncertainty and risk is in the public good; the radar and research functions are somewhat self-explanatory in
this regard. The public education function is a key aspect of the FMLC’s status as a charity, and is addressed in the following
ways:
•

All FMLC papers, presentations/speeches and correspondence are freely available via the FMLC website.

•

The FMLC seeks to raise the profile of its research with those who are best positioned to implement solutions. This is
achieved primarily through correspondence: the FMLC maintains active correspondence with regulatory and
legislative groups around the world, particularly HM Treasury and the European Commission.

•

Most FMLC events (with the exception of Patrons’ events) are free to attend by members of the public.

•

The FMLC also acts as a bridge to the judiciary, a task it carries out primarily by organising seminars to brief senior
members of the judiciary on aspects of wholesale financial markets practice.

The Public Education Function
•

Along with publications and events, the FMLC Secretariat furthers the Committee’s
education function by giving speeches about legal developments and issues of legal
uncertainty in the financial markets.

•

These speaking engagements may be at high-profile events or at a smaller gathering of
an interested audience at a stakeholder firm.

•

Members of the Secretariat have presented to audiences, within law firms for example,
which are interested in learning about current issues facing the financial markets.

•

The FMLC used to be CPD-qualified and such talks presented excellent training
opportunities.

•

Example of topics on which the Secretariat has presented are set out in slides below.

Brexit, FinTech and
FinTech Regulation After Brexit

IBOR Transition (at the P.R.I.M.E Finance
Conference 2019)

Brexit and finance:
the legal framework

Conflicts of laws on securities and claims:
collateralisation

Summary and Conclusion
•

The Secretariat is happy to visit your organisation and introduce legal uncertainties in a
relevant area of the financial markets.

•

This helps us get reach a wider audience of stakeholders, learn about the questions occupying
their time and fulfil our public education.

•

If you are interested, get in touch with Debbie Hayes at: secretarial@fmlc.org or with Venessa
Parekh at: research@fmlc.org

