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— Wall Street’s $6 Trillion Man Fink Is Finally Worth $1
Billion (Bloomberg, 2018. 4. 16)
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Markets are in general self correcting, with
market discipline a more effective tool than
regulation or supervisory ~

Customer protection is best ensured not by
product regulation or direct intervention in
markets, but by ensuring that wholesale
markets are as unfettered and transparent
as possible, ~ — Turner Review
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The fundamental policy settings of the FSR
regime were developed following the
principles that are based on ‘efficient
markets theory’, a belief that markets drive
efficiency and that regulatory intervention
should be kept to a minimum to allow
markets to achieve maximum efficiency.

— Inquiry into financial products and services in
Australia
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~ due to the widely accepted faith in the

self—correcting nature of the markets and

the ability of financial institutions to

effectively police themselves. More than

30 years of deregulation and reliance on

selt—regulation by financial institutions had
— 'CIC Report
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The Sveriges Riksbank Prize in

Economic Sciences in Memory of

Alfred Nobel 2017 was awarded
to Richard H. Thaler Yor hAis
contributions to behavioural
economics"
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MINDSPACE

» Messenger

» Incentives

» Norms

> Defaults
>Salience

> Priming

> Affect

» Commitment
»Ego

25



MINDSPACE

|
CabinetOffice IFISE%TIT UTE
GOVERNMENT

MINDSPACE S—
Influencing behaviour through public policy gggg H'u JI

Transforming Financial Behaviour
-developing interventions that build financial capability-

* Antony Elliott, Paul Dolan, Ivo Viaey,
Charles Adriaenssens, Robert Metcalfe

: The Money Advice Service
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Product Intervention

Consultation Paper =
CI 1 2 / 3 5 i
Financial Services Authority

The FCA's use of
temporary product
intervention rules

Product Intervention
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Product Intervention

Exploitative
pricing and
design features,
disregard of how
products might
behave, unfair
contract terms

Problems

Exploitation
of consumer
behavioural traits
[risk appetite,
inertia)

Misalignment of firm
and consumer interests
leading to:

Unsuitable advice

Mis-selling

Unclear responsibility
post-sales

Lack of information on
product performance or
review of appropriateness
in changing scenarios

Churning/lack of
persistency

Lack of continuing
cOnsSumer care

Furthur unsuitable sales
“correct problems™

Dlsirlhuhun

Financial Promotions

Increased focus under the new strategy

Traditional focus of FSA intervention
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Financial Conduct Authority M

Occasional Paper No.1

Applying behavioural economics
at the Financial Conduct Authority
April 2013

Kristine Erta, Stefan Hunt, Zanna Iscenko, Will Brambley

Financial Conduct Authority

Occasional Paper No.2

Encouraging consumers to claim
redress: evidence from a field trial
April 2013

Paul Adams, Stefan Hunt
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Applying behavioural economics at the Financial Conduct Authority

- Occasional Paper No.1 -

* FCA2| CEO Martin Wheatley2] $128 M2 £3
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Encouraging consumers to claim redress: evidence from a field trial

- Occasional Paper No.2 -
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e Stimulating interest : Reminding savers to act
when rates decrease (2015)

e Survey evidence that investors overvalue
structured deposits (2015)

e The impact of annual summaries, text alerts
and mobile apps on consumer banking

behaviour (2015)
e Retirement income market study (2015)

e Credit card market study (2016)
e Asset management market study (2017)
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OIRA

Detault Option /Auto Enrollment
Executive Order 13707 (2015. 9. 15)
=227 o)% 743}

o =t 55 4 (Fiduciary Duty)

o SEC 7+ (8h (2018. 4. 19)
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Executive Order 13707

e Using Behavioral Science Insights to Better Serve the
American People : Section 1. Executive departments
and agencies (ggencies) are encouraged to: (i) identify
golicies, programs, and operations where applying

ehavioral science insights may yield substantial
improvements in public welfare, program outcomes,
and program cost effectiveness; 51) evelop strategies
for applying behavioral science insights to programs
and, where possible, rigorously test and evaluate the
impact of these insights; (iii) recruit behavioral science
experts to join the Federal Government as necessary to
achieve the goals of this directive; and (iv) strengthen
agency relationships with the research community to
better use empirical findings from the behavioral
sciences.
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® Best Interest
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Worldbank
0 2015W % “AlA 7i¥ 1472014, 12)

»(mind, society, and behavior)
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OECD

»Implications of behavioural economics for
mandatory individual account pension systems

(2007)

»Financial literacy and education Russian Trust

Fund (2013)

»Regulatory Policy and Behavioural Economics

(2014)

> Behavioural economics and financial consumer
protection (2017)
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European Commission

o UWFEZRRLO] =[Ol ARZA 7 of| tffoF of| B A+
(2010), “HYAAHEA”(KID) ¥4 (2012)
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Ab=-A (default option)

o] (2018. 4. 19)
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S22 WS- 745} (2014. 2)
T899 AlLEeE (2015. 10)
T84 SRS Fa S FAE (2017, 1)
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Financial Literacy & Education Comm.
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— Study Regardmg Fmancial Literacy Among
Investors (SEC, 2012. 9)

o Zg2HAE0] olaE & Yk FE2] AN
— Feedback from the financial education field

(CFPB, 2013.5)

@ Focus on minimum level of financial literacy
- BOJ & FSA
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A4 2xo} 234 230 213 w97
»RDR doesn’t try to change consumers’

underlying behaviour, but aims to lessen the
harm and mistakes this causes

— M. Wheatley (2014. 10)

»For many investors education cannot fully

replacing financial advice in supporting sound
investing — ICI (2014. 7)
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