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This paper…

Do Regulatory Sandboxes allow new fintech 
companies to raise (more) capital?

Look at the admission of fintech startups into the 
FCA Regulatory Sandbox

Different fintechs admitted at different times, 
allowing a staggered diff in diff analysis



Regulatory Sandboxes

• Fintech startup firms present several risks
• Regulatory risks… Does the company comply with current 

regulation? 
• Does it raise new regulatory issues?

• Sandboxes allow to “test” the start-up in a controlled 
environment under the direct supervision of the regulator

• Reducing risks and asymmetric information



The Results
• Firms admitted to a regulatory sandbox are more likely to raise 

funding… admission to the sandbox is associated with a 15% 
increase of funding

• The effect is stronger for younger and more opaque firms
• Interpreted as supportive of asymmetric information theories

• Results is robust to the inclusion of 
• Investors×Date Fixed effects
• Firms×Date Fixed effects



Overall 
• Very Nice and well written paper
• New and Interesting Contribution
• Lots of attention paid into identification

Comments:
1. Go to the next level
2. Is the Sandbox a marketing device? Or does it convey 

relevant information?
3. Various



Regulatory Sandboxes: Perspectives
1. The FCA says the sandbox helps it understand new 

technologies — and any associated risks — before products 
hit the mass market

2. There now appears to be a race to the bottom among 
regulators to set up the most "light-touch" possible regimes 
so as to attract start-ups to their jurisdictions — whether or 
not they are offering consumers and investors anything 
useful. Sandboxes are a part of that. […] The biggest reason 
firms want to be in their sandbox is the PR value it brings
(Financial Times, December 5 2018) 

https://www.ft.com/content/3d551ae2-9691-3dd8-901f-c22c22667e3b


Token Card





Token Card

Financial Times, May 8 2017

https://www.ft.com/content/1637ac8b-c310-3172-96ab-72020a05c6f2




Performance
• Knowing that admission to the Sandbox increases finance is 

important… but..
• Do Sandboxes admit good firms?
• Do Sandboxes contribute to make the business of good firms viable?

• Degrees of transparencies in ICOs?
• Still interesting to look at survival… especially for the first 

cohorts…
• Google Searches?

• In the first cohort: 
• BitX rechanged its name in Luno and it is thriving crypto platform
• Tramonex offered digital remittance services but disappeared



Google Searches



Google Searches



Sandboxes as a testing environment
• Sandboxes provide an environment where new technologies 

are tested against existing regulation
• Successful experiments should spillover into other firms:

• After graduation, do we observe more entries of firms operating in 
similar fintech segments of  sandbox startups?

• Are sandbox firms’ patents more likely to be cited?



What does the sandbox do?

What is important? Being admitted into a Sandbox? Or 
graduating from a Sandbox?



What does the sandbox do?
• PitchBook data are at higher frequency than a quarter

• Look at the precise moment of the financing… at admission? 
Towards the end? Related to any information released by the 
FCA?

• Can you fail the sandbox test? Does this have an effect on the 
financing?



Other comments

• Put more on the forefront the analysis with the matched 
control group

• Rather than assigning investment, check the probability of 
investment

• More discussion on economic significance



Summarizing
• Very nice and relevant paper: both for academics and policy 

markers

• Push further the performance analysis

• Try to understand what the Sandbox does
• Certification or actual information?
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