Counsel to the Internet Client

Overview of December 3rd in-class problem:  Internet Banks

Yuki Kojima and Glen Secor

We’re going to take up a somewhat different topic in Monday’s final meeting of Counsel to the Internet Client – Internet banks, both as stand-alone ventures and as affiliates of existing bricks-and-mortar banks.  Banking regulation is a complicated area of the law and we certainly won’t be going into great depth on any aspect of it.  We do, however, want to debate the fundamental questions of whether and under what circumstances Internet banks should be allowed to operate.  

In this context, Glen will be playing the role of a parochial, narrow-minded state legislator (not a huge stretch for someone from New Hampshire) who is convinced that Internet banks are a disaster waiting to happen and should therefore be severely restricted, if not eliminated altogether.  Yuki, also being typecast to some extent, will play the banking law expert who argues for a more informed, more temperate approach to Internet bank regulation.  Luckily, Glen has never let facts stand in the way of his argument, so this should be an entertaining debate.

From one of the readings for this class session:

“In recent years, fascination with the Internet has frequently led to a misallocation of manpower and investment. Bank management has invested extensively in providing small businesses with a technology alternative to areas in which many customers are, in fact, asking for more personal attention.  It is no surprise to say that, in most cases, stand-alone Internet banks will fail.”

In the face of such a damning statement, who, besides Yuki, will stand on the side of the Internet banks?  We shall see…
