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Preface

Welcome to the special online edition of World Payments Report, which provides in-depth analysis of the 
global non-cash transaction market and a review of key regulatory and industry initiatives (KRIIs). This is 
a preview of the global payments landscape; forward-looking analysis and further industry assessment 
will be published in the full report release in October.

WPR 2017 marks the second year of partnership between Capgemini and BNP Paribas, a global 
banking player and recognized leader in transaction banking and cash management. This partnership 
brings insightful analysis of the global non-cash transaction environment to banks, and in-depth 
research on payment related topics, particularly relevant for the corporate sector.

Our analysis of the 2015 global non-cash transaction volumes shows volumes grew 11.2% during  
2014–2015 to reach 433.1 billion, the highest growth of the past decade. Two regions fueled this 
increase: Emerging Asia, with a growth rate of 43.4% and Central Europe, Middle East, and Africa 
(CEMEA, with growth of 16.4%).

Within the top 10 markets for non-cash transaction volumes, China climbed to third place with  
38.1 billion transactions, surpassing 2014’s number three market Brazil. China’s rise was fueled by  
a phenomenal 63.2% growth rate, the result of higher adoption of digital payments initiatives in rural 
areas and a shift from cash to mobile payments among payment services users (PSUs).

The growth in non-cash transactions is taking place in a regulatory environment that is transforming 
processes, business models, and solutions in the payments arena. Regulators have taken a transformative 
approach to infuse competition and innovation among payments services. The KRIIs have the potential 
to achieve substantive results in terms of standardization and transparency, which are expected to bring 
visible changes to customers in terms of innovative solutions.

One of the most important KRIIs for the payments industry is the revised Payment Services Directive 
(PSD2), which will be implemented at the beginning of 2018. With it, Europe is taking an important 
step toward becoming a fully interoperable digital market. This is expected to have far-reaching effects 
across banks, payment services providers (PSPs), FinTechs, and corporates. It is also inspiring other 
geographies to develop similar initiatives to fuel digital transformation of payments.

Although regulators have provided the deadline for transposing PSD2 into national laws, the process of 
transposition lacks clarity. It is feared that there might be a lack of synchronization between the national 
laws of EU members. There are also fears that the momentum for implementing the regulatory technical 
standards (RTS) of PSD2, which come into effect 12-16 months after PSD2 comes into force, could be lost.

Without a final roadmap to address the concerns for all PSD2 stakeholders it is likely that some may be 
reluctant move forward at pace.

And when it comes to complex and dynamic Asia-Pacific payment regulations, corporate CFOs and 
treasurers must work with a well-positioned bank to act as a guide through the regulatory labyrinth; 
while also considering back-to-back or off-shore financing, hedging against foreign exchange risk, and 
making use of electronic payments.





Key Findings

2017 WORLD PAYMENTS REPORT–A PREVIEW 5

SECTION 1

 � Global non-cash transaction volumes grew 11.2% during 2014–2015 to reach 
433.1 billion, the highest growth of the past decade, and slightly above last 
year’s prediction1. This growth was driven to a large degree by developing markets, 
which recorded a 21.6% increase in 2015 while mature markets grew by 6.8%, a nominal 
rise over the 6% recorded in 2014. Within the top-10 markets for non-cash transaction 
volumes, China climbed to third place with 38.1 billion transactions, surpassing 2014’s 
number three market Brazil.

 � Debit cards and credit transfers were the leading digital instruments in 2015, 
while check usage continues to decline globally. Debit cards accounted for the 
highest share (46.7%) of global non-cash transactions followed by credit cards with 
19.5% in 2015. Although credit cards volume grew 10% globally in 2015, growth rates 
across regions declined or grew marginally, except in Emerging Asia. Owing to growing 
usage of electronic payment methods, the volume of checks continued to fall in 2015 as 
well, by 13.4% globally. While countries including the U.K. and Australia plan to phase 
out checks in the near future, no other country’s authorities have set a date on phasing 
out check usage.

 � Despite the increased adoption of digital payments, cash continues to be in 
the mainstream, especially for low-value transactions. Apart from transaction 
sizes, the use of cash is strongly correlated with demographics. Other key factors 
for high usage of cash are the anonymity of transaction associated with cash, lack of 
modernized payment infrastructure, and lack of access to banking systems in emerging 
markets. Although the share of cash in the total payment volumes is declining in the 
majority of countries, cash in circulation (CIC) remained stable or increased slightly over 
the past five years. The CIC to GDP ratio is increasing at a higher pace globally except 
in Denmark, the U.K., Sweden, Canada, and South Africa, and this may hamper the 
progress toward cashless societies. Since CIC is increasing, it is expected that cash will 
continue to stay in the system for a longer term than estimated. Several countries in Asia 
Pacific have higher CIC to GDP ratios and there is an opportunity to increase their per 
capita non-cash transactions to accelerate their transformation into digital economies.

1 In WPR 2016, we estimated that the global non-cash transaction volumes would grow to reach 426.3 billion in 2015

Non-Cash Markets  
and Trends



6

2017 WORLD PAYMENTS REPORT–A PREVIEW

Section 1: Non-Cash Markets and Trends

Global Non-Cash Transaction Volumes Record 
Highest Growth Of Past Decade 
DOUBLE-DIGIT GROWTH FOR NON-
CASH TRANSACTION VOLUMES 

Global non-cash transaction volumes grew 11.2% during 
2014–2015 to reach 433.1 billion, the highest growth of 
the past decade, and slightly above last year’s prediction 
(Figure 1.1). Two regions fueled this increase: Emerging 
Asia2 with a growth rate of 43.4% and CEMEA (Central 
Europe, Middle East, and Africa3), with 16.4% growth.

Expansion in Emerging Asia was due to impressive 
growth across all geographies as increased adoption of 
mobile payments and wallets generated a proliferation 
of card use. Electronic Bill Presentment and Payment 
(EBPP) solutions that leverage real-time payments 
networks and infrastructures boosted credit transfers. 
CEMEA recorded the highest growth in cards 
transactions and credit transfers in countries such as 

Saudi Arabia and Poland. This was particularly true in 
countries where card network development  
is immature.

For example, the Saudi Arabian Monetary Agency’s 
SADAD Payment System is a national EBPP service 
provider, facilitating a wide range of payment 
transactions for individuals, banks, businesses, and 
the government sector. Initially, a bill payment system, 
SADAD was expanded in 2016 with the launch of 
e-account services that facilitate links between banks 
and retailers, a critical step toward increasing digital 
payments in the Kingdom. Overall, developing markets 
(e.g. Emerging Asia, Latin America and CEMEA) 
recorded accelerated volume growth of 21.6%,  
driven by individual countries such as China (63.2%), 
Russia (30%), India (16%), Mexico (10.9%), and South 
Africa (10.7%).

Figure 1.1 Number of Worldwide Non-Cash Transactions (Billion), by Region, 2011-15 

Note: CEMEA (Central Europe, Middle East, Africa) now includes Algeria, Bulgaria, Croatia, Kenya, Nigeria, Egypt, Israel, Morocco, and UAE in Other CE and MEA   
countries; Latin America now includes Argentina, Colombia, Venezuela, Chile, Peru, Uruguay, Costa Rica, Bolivia, and Paraguay in Other Latin American countries;  
Emerging Asia now includes Malaysia, Thailand, Indonesia, Philippines, Taiwan, Pakistan, Sri Lanka, and Bangladesh in Other Asian countries; Mature APAC   
(Asia-Pacific) includes Japan, Australia, South Korea and Singapore; NA (North America) includes the U.S. and Canada; Chart numbers and quoted percentages 
may not add up due to rounding; Some numbers may differ from data published in WPR 2016 due to previous year data updated at the source and addition of 
new countries

Source: Capgemini Financial Services Analysis, 2017; ECB Statistical Data Warehouse, 2015 figures released October 2016; Bank for International Settlements Red Book,  
2015 figures released December 2016; Country’s Central Bank Annual Reports, 2015
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Non-cash transaction volumes in mature markets 
witnessed a growth rate of 6.8%, a nominal rise over 
the 6% recorded in 2014. Within this segment, total 
non-Eurozone and North America regions saw the 
highest growth rates of 10.2% and 5.4%, respectively, 
during 2015. The greatest growth rate increase 
(although not the highest growth rate) was recorded in 
North America (United States and Canada) with 5.4% 
in 2015, compared with 4.4% in 2014. In the United 
States, increased adoption of mobile payments led to  
a growth rate of 5.6%. In comparison, Canada’s  
volume growth slowed during the period from 6.6%  
in 2014 to 4.1% in 2015 due to several factors, 
including a reduction in growth rates of debit card and 
direct debit transactions as contactless technology 
proliferated. Use of contactless credit cards in Canada 
tripled between 2011–20154. Also, enhanced loyalty 
and reward programs boosted credit card transaction 
volumes, which overtook debit card volume growth. 
Contactless payments are becoming the new normal, 
and the trend is being observed in Europe as well in 
countries such as France where the circulation of Visa 
contactless cards doubled from 20.3 million in 2014 
to 40 million in 20155. The U.K. tops the contactless 
markets in Europe with contactless cards in circulation 
reaching as high as 106.9 million in 20156.

Even in Australia, contactless payments account for 
about 70- to 80% of MasterCard and Visa payments7.

Europe recorded a small growth rate, from 7.3% to 
7.5%8. Countries in this region that experienced 
accelerated growth include Germany, Spain, Finland, 
Ireland, Sweden, and Denmark. It is interesting to note 
that some countries with higher per capita transactions 
(Figure 1.4), such as Denmark and Finland witnessed 
accelerated growth.

Mature Asia Pacific9 APAC countries experienced stable 
growth of 9.6% in 2015 (compared with 10.8% in 2014). 
Changes occurred in the mix of payments instruments, 
with increased adoption of credit transfers fueled by 

wallets and instant payments, which was particularly the 
case in Singapore and Japan. Furthermore, in Japan, the 
non-cash volume base is stabilizing as GDP stagnates. 
In Australia and South Korea, growth rates were flat.

The growth rate did not offset the decrease in card 
transaction volumes although credit transfers in the region 
increased, fueled by higher adoption of Singapore’s 
immediate payments system, Fast and Secure Transfers 
(FAST), and by Australian digital payment methods.

Growth rates in mature markets are stabilizing due to 
higher penetration of alternative instruments such as 
contactless and mobile payments. At the same time, 
higher GDP growth, and adoption of digital initiatives 
such as mobiles and wallets are leading to volume 
growth in developing countries.

DEVELOPING NATIONS INCREASE 
GLOBAL NON-CASH TRANSACTIONS 
SHARE 

Emerging markets contributed to 30% of the global 
volume and witnessed a growth rate of 21.6% from 
2014–15 (Figure 1.2), while mature markets contributed 
to 70% share with a 6.8% growth rate. Developing 
markets witnessed phenomenal 21.6% growth in 2014–
15, compared with 16.6% in 2009–10 and volume of 
share 19.6%. Mature markets enjoyed a share of 80.4% 
in 2009–10 with a growth rate of 16.6% that dropped to 
6.8% in 2014-15.

Emerging Asia recorded the highest increase in 
transaction share—2.9%—thanks to stellar growth in 
China and India. At the same time, North America and 
Europe witnessed a decline in their share of non-cash 
transaction volumes of 1.8% and 0.7% respectively. 
However, the regions account for a majority share 
of 34.0% and 23.4%, respectively, of total non-cash 
transaction volumes globally.

4 “Canadian Payment Methods and Trends, 2016”, Page 13, https://www.payments.ca/sites/default/files/cpmt_report_english_0.pdf
5 “Visa Europe cardholders make 1 billion contactless payments in 12 months,”  

https://www.visaeurope.com/newsroom/news/1-billion-visa-contactless-purchases-made-in-last-year
6 Statistics on Contactless Cards, “http://www.theukcardsassociation.org.uk/contactless_contactless_statistics/”
7 “Mobile payment company Square launches contactless system in Australia,”  

http://www.news.com.au/technology/square-offers-contactless-payment/news-story/83a6071d7b55771f3a55df8d41bd7e95
8 Europe includes the 19 Eurozone countries (see Methodology) and Denmark, Sweden, Switzerland, and the United Kingdom
9 Mature APAC includes Japan, Australia, South Korea, and Singapore
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CHINA SURPASSES BRAZIL TO RANK 
THIRD AMONG NON-CASH MARKETS 

Within the top-10 markets for non-cash transaction 
volumes, China climbed to third place with 38.1 billion 
transactions, surpassing 2014’s number three market 
Brazil, which fell to fourth place with 29.0 billion 
transactions (Figure 1.3). China’s rise was fueled by its 
phenomenal growth rate of 63.2%, a result of higher 
adoption of digital payments initiatives in rural areas and 
a shift from cash to mobile payments among payment 
services users. China’s e-commerce market is expected 
to record a compound annual growth rate (CAGR) 
of 23% through 2020. Multiple factors will fuel this 
growth, including expansion of online retail categories 
such as fast-moving consumer goods facilitated by 
upgraded logistics infrastructure, and new rural online 
shoppers. The payment channels of the country’s top 
two e-commerce companies, Alibaba Group’s Alipay 
and JD.com’s WeChat, have fueled the phenomenal 
growth of mobile and online sales. The 2016 introduction 
of regulations to curb cash deposits through alternate 
payment instruments by the People’s Bank of China is 
expected to stabilize the growth in coming years.

Another ranking change occurred in the eighth position 
as Russia, with 30.0% growth and total transactions 
of 12.7 billion, overtook Canada, which recorded 12.0 
billion transactions on growth of 4.1%. Russia’s climb 
was due to improved financial literacy and card-
acceptance infrastructure. Asia Pacific markets China, 
South Korea, Japan, and Australia are all among the 
top-10 non-cash markets. South Korea grew at 11.9% 
with total transactions of 21.1 billion, to become the 
only country in the top 10 — aside from China and 
Russia — to achieve double-digit growth. This was 
due to the growing popularity of cards and FinTech 
payments offerings. Because of India’s November 
2016 demonetization efforts, the market witnessed 
increased volume of digital payments and expansion 
of e-payments infrastructure (POS terminals increased 
from 1.5 million to 2.7 million between December 2016 
– March 201710, 40% of which are mPOS terminals). 
To increase digital payment adoption, India has 
announced an aggressive target of 25 billion non-cash 
transactions for 2017-18, with mobile, government 
benefits/subsidy transfer, and micro (including tollway 
and public transport) payments being priorities.

10 “Demonetisation effect: 12.54 lakh PoS terminals added in January-March quarter,”  
http://www.financialexpress.com/economy/demonetisation-effect-12-54-lakh-pos-terminals-added-in-january-march-quarter/684192/
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Further growth is expected in South Korea as cashless 
initiatives such as the T-money card are rolled out for 
public transportation payments. Australia experienced 
impressive 9.9% growth in 2015 across all payment 
instruments as contactless payments volumes grew 
along with direct-entry payments. An electronic 
payment instrument, direct-entry payments comprise 
direct-debit and direct-credit transactions and are used 
by businesses to credit employees’ accounts with 
salary payments and by government departments for 

regular payments. In recent years, direct credit is also 
being used to provide widespread access to internet-
based (sometimes called ‘Pay Anyone’) and phone-
based banking services. Businesses initiating direct 
credits are known as Credit Users.

The United States remains by far the top non-cash 
market, with 135.4 billion transactions, almost double 
that of the Eurozone, at number two, with 70.5 billion 
transactions.

Figure 1.3 Number of Non-Cash Transactions in the Top 10 Markets (Billion), 2014–2015
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Source: Capgemini Financial Services Analysis, 2017; ECB Statistical Data Warehouse, 2015 figures released October 2016; Bank for International Settlements Red Book, 
2015 figures released December 2016; Country’s Central Bank Annual Reports, 2015

Non-cash payments markets can be segregated 
into two main categories based on transactions per 
inhabitant (Figure 1.4).

The first category includes countries with high per 
capita transactions and an average growth rate of 
6.3%. These include Australia, Canada, Denmark, 
Netherlands, and South Korea. Consumers in these 
markets have been educated about non-cash 
payments and are asking for more value-added 
services, which has created a snowball effect in terms 
of growth.

Within the second category, countries including China, 
Russia, Japan, and Poland continue a growth phase 
averaging 16.1%. These countries have a substantial 
opportunity to increase their per capita transactions.  

It is interesting to note that no country from this 
category has moved into category one, which suggests 
a need to invest in consumer education. Countries such 
as Germany, Estonia, and Switzerland had stabilized 
CAGR from 2011-14.

The United States continues to be the global leader 
when it comes to per capita non-cash transactions, 
where 421 transactions were made per inhabitant, an 
increase of 4.7% in 2015. South Korea climbed this 
table as well, recording 11.5% growth, surpassing 
Finland and the Netherlands. Sweden’s 15.7% growth 
was due to the success of mobile-based proximity 
payments such as Swish. A similar service, MobilePay, 
in Denmark also led to growth in per capita non-cash 
transactions of 10.6%.
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Figure 1.4 Number of Non-Cash Transactions per Inhabitant in the Top 10 Non-Cash Payments Markets, 2011–2015

a  The Eurozone has not been highlighted as a leading key market as most of its individual members have been displayed on the chart

Source: Capgemini Financial Services Analysis, 2017; ECB Statistical Data Warehouse, 2015 figures released October 2016; Bank for International Settlements Red Book, 
2015 figures released December 2016; Country’s Central Bank Annual Reports, 2015
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DEBIT CARDS, CREDIT TRANSFERS 
LEAD DIGITAL INSTRUMENTS WHILE 
CHECK USE DECLINES GLOBALLY 

Transaction volumes for all payment instruments except 
checks grew during 2015. Check use continued to 
decline throughout the period. Payments by cards grew 
faster than other instruments, an indication of superior 
convenience and security, particularly for in-store and 
online purchases. Cards increased their share of global 
non-cash transactions by 1.2%.

While debit card market share increased to 70.5% of 
total card transactions in 2015 (up from 69.9% in 2014) 
credit card market share dropped from 30.1% in 2014 
to 29.5% in 2015.

The total number of debit card transactions reached 
202 billion and the share of debit cards increased from 
88% to 90% of the total volume of cards in circulation 

between 2014 and 2015. Volume growth rates were the 
highest in Emerging APAC—31.5%—a region where 
financial inclusion measures such as increased issuance 
of debit or debit-like and prepaid cards have been rolled 
out in countries including India, Malaysia, and Thailand. 
The next strongest growth was 18.1% in CEMEA.

Credit cards transaction volumes grew by 10.8% 
globally in 2015 to reach a total of 85 billion. Strong 
growth was recorded in Emerging Asia (76.1%), CEMEA 
(13.6%), and North America (8.7%), respectively.

During the past 10 years, debit-card-to-credit-card ratio 
shifted from 59:41 to 90:10 as a result of Basel III and 
credit policy changes. Credit margin is no longer a key 
value proposition for payment activity through credit 
cards.

During the coming years, credit cards transaction 
volumes are expected to be affected by the interchange 
fee cap in Europe, rising costs of credit card issuance, 
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and the reluctance of banks to issue credit cards in 
an uncertain economic environment. Further, several 
banks have initiated providing credit from debit card 
payments, which might further accelerate the decline in 
market share of credit card transactions.

In Singapore, for example, credit card use may decline 
as the government introduces initiatives such as the 
Total Debt Servicing Rules (TDSR) to help consumers 
reduce personal debt. TDSR seeks to curb consumer 
debt by limiting loans to Singaporeans whose monthly 
debt payments equate to 60% of their income. The 
move is expected to spur a significant drop in credit 
card use during the next five years. In 2016, the PBOC 
introduced regulations stipulating that only cards issued 
by mainland China-based banks could be used to store 
money in digital wallet accounts such as Alipay and 
WeChat Pay. This may have decreased the number of 
overseas-based Chinese wallet users.

In Australia, almost 70% of credit card transactions 
are contactless, and there has been notable growth 
in volumes of credit card, but also of debit card, 
transactions. In China, card use has been high and 
could indicate increasing household debt and cards  
still being used to settle mobile wallet payments. In 
South Korea, debit card usage has declined while 
credit card usage is climbing.

Despite regional differences, with continued growth 
in the availability of card terminals and rising card 
penetration rates, card payments will continue to 
be more widely accepted. The adoption of new 
technologies, such as PIN authentication and 
contactless card payment, is one contributor to the 
observed change in the use of cards as they make 
transactions more efficient.

Credit transfer volumes grew by 12.2% during 2015, 
with increases recorded in all regions. The total number 
of credit transfers during 2015 reached 75 billion. 
Emerging Asia witnessed the highest growth rate, 
108.7%, due to 146.9% growth in China and 22.4% 
in India. Credit transfers remain a popular option for 
payroll and other business payments in the United 
States. In Latin America, financial inclusion initiatives 
have helped to boost credit transfer volumes by 8.1%. 
In Brazil, for example, sectors such as retail in tier one 
and tier two cities experienced higher growth in 2015, 
helping the market to surpass the decline of 0.3% 
recorded in 2014. In Mexico, credit transfer volumes 
grew by 4.1%. As the adoption of instant payments 
rises, credit transfers are expected to transit from the 
B2X to C2X segment. It is expected that in the coming 
years, while cards volume growth may stagnate, credit 
transfer volumes might experience a higher growth rate.

Figure 1.5 Comparison of Non-Cash Transactions (Billion) and Change in Payments’ Mix (%), by Region, 2011, 2014–2015

Note: Singapore credit card transaction volume data for all years before 2013 not available and Japan, Turkey, Ukraine, and Hong Kong data for direct debits for all years 
data not available; France credit card data not available for years before 2014; Ukraine and South Africa credit card data not available for all years; Ukraine, Hong Kong 
credit transfer and checks data not available for all years; South Africa direct debit and credit transfer data available from 2009 on; Numbers for Austria, Finland, and 
Germany have been restated for 2010–2013 as per refinements to our methodology; Some numbers may differ from data published in WPR 2016 due to previous year 
data updated at the source

Source: Capgemini Financial Services Analysis, 2017; ECB Statistical Data Warehouse, 2015 figures released October 2016; Bank for International Settlements Red Book, 
2015 figures released December 2016; Country’s Central Bank Annual Reports, 2015
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There was significant change in direct debit use globally 
during 2015 when total growth was 10.1% compared 
to 6.6% in 2014. Steady increases in growth rates were 
recorded in Europe (8.4%), North America (7.3%), and 
Mature APAC (3.9%). While Emerging Asia accelerated 
in direct debit transactions, Latin America fell back, 
with volume growth falling from 2014’s 12.2% rate to a 
fall of 2.1% in 2015. The continued economic crisis in 
many Latin American countries has led to consumers 
favoring credit transfers over direct debits. In a similar 
vein, CEMEA countries such as the Czech Republic and 
Russia witnessed a drop in direct debit volumes due to 
an increased preference for credit transfers.

The growing use of electronic payments methods is 
contributing to the decline of checks, the use of which 
fell by 13.4% in 2015 (Figure 1.5). There were some 
significant declines in check use in individual countries 
during the period. In Finland, for example, check 
transactions declined by 62% as the central bank rolled 
out initiatives to curb their use. In Ireland, volumes 

fell by 32% as the National Payments Plan sought to 
double e-payments volumes, reducing the use of cash 
and checks. In the rest of Europe, check-use volume 
is negligible, except in the U.K. and France where use 
continues. While check volumes are also decreasing 
in North America, they are still a favored instrument in 
the small and medium enterprise (SME) segment. Here 
checks are used for larger value bills, B2B scenarios 
including urgent supplier, invoice, and charity payments, 
paying another person, government emergency or 
benefit payments, and payroll transactions.

There are multiple benefits of immediate payments, 
which are leading retail and corporate sectors to 
abandon the use of checks. Immediate payments offer 
certainty and irrevocability, the ability to make urgent 
payments, ease of use, 24X7 availability, and increased 
transparency of the payments’ process. For example, to 
enhance their customer value proposition, an increasing 
number of U.K. insurers have replaced checks with 
immediate payments to settle claims.
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The Continuing Role of Cash In Payments
Despite the increased adoption of digital payments, 
cash continues to be in the mainstream, especially for 
low-value transactions such as payment for food and 
personal care supplies, general merchandise, and gifts. 
It is also used for peer to peer (P2P) transfers despite 
the increasing popularity of P2P money transfer apps 
such as Venmo and PayPal.

Other key factors contributing to the persistence of 
cash are the anonymity a cash transaction, the lack 
of a modern payment infrastructure, and limited or no 
access to the banking system in developing markets.

Several countries are undertaking initiatives to reduce 
the use of cash and to move to a cashless society. 
These moves reflect changing customer preferences 
and shopping behavior, increasing costs of keeping 
cash in circulation, and security issues.

Although the share of cash in total payment volumes 
is declining in most countries, cash-in-circulation (CIC) 
remained stable or increased slightly during the past 
five years (see Figure 1.6). As a result, it is expected that 
cash will continue to exist as a payment instrument for 
a longer time than some observers have estimated.

The ratio of CIC to gross domestic product (GDP) is 
increasing at a higher pace globally except in Denmark, the 
U.K., Sweden, Canada, and South Africa (Figure 1.6). This 
increase may hamper efforts to create cashless societies.

Several countries in Asia Pacific have higher CIC to GDP 
ratios, suggesting there is an opportunity to increase 
per capita non-cash transactions and transform into 
digital economies. An interesting example is that of the 
demonetization initiative (please refer to the footnote 
below) in India, undertaken in November 201611. 
The initiative helped in increasing digital payments 
including POS, mobile, and wallet transactions. Upon 
re-monetization of currency notes as per the new 
denomination, people reverted to using cash for their 
payment transactions. This led to rising levels of cash in 
the economy.

The continued rise in the total share of cash in overall 
GDP has become a key challenge globally and could 
emerge as an impediment to the transformation into 
digital, or cashless economies.

According to the World Bank statistics, international 
economic growth rate was estimated to reach 3%  
in 2015 (and the same stabilizing at 3.3% in 2017)  
and with CIC growing at three times the international  
growth rate.

Many countries have recognized the problems 
associated with an increasing CIC-to-GDP ratio and are 
taking measures to embrace digital payments. These 
measures include structural reforms and modernization 
of payments infrastructure.

11 On November 8, 2016, the Government of India (GoI) announced that high-denomination notes of Rs. 500 and Rs. 1000 would no longer be 
valid legal tender, effective immediately. Invalidated notes were required to be exchanged or deposited in banks by December 31, 2016. GoI 
claims this move will curtail the rise in black money and counterfeit currency while helping, ultimately, to crack down on terrorism financing.

Figure 1.6 Cash-in-Circulation (CIC) as a Percentage of Gross Domestic Product, 2015
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SECTION 2

 � The payments industry continues to witness increasing activity by Third-Party Players 
(TPPs) to catalyze regulation to improve the collaborative atmosphere in the ecosystem. 
Regulators have taken a transformative approach to encourage competition and 
innovation among payments services. KRIIs have the potential to achieve substantive 
results in terms of standardization and transparency, which are expected to bring visible 
changes to customers in terms of innovative solutions over the long term.

 � KRIIs that have been introduced since WPR 2016 are focused on digital currency, 
reducing cash usage, providing platforms that will enable FinTechs to flourish, and 
APIs that will further the evolution of the payments ecosystem. While competition and 
innovation are key elements of KRIIs to advance the payments ecosystem, a focus on 
risk reduction and standardization continues to be the underlying theme following the 
financial crisis.

 � With the onset of the revised Payment Services Directive (PSD2) at the beginning of 
2018, Europe is taking an important step toward becoming a fully interoperable digital 
market. This is expected to have far-reaching effects across banks, PSPs, FinTechs, and 
corporates.

 � Banks and PSPs face pressure from regulators to conform to AML standards and 
maintain reporting and liquidity norms. At the same time, banks must leverage digital 
platforms to control pricing and maintain revenue share in the increasingly competitive 
global market. The lack of regulator coordination and integrated data management at 
banks may create contradictory objectives and competing agendas while diminishing 
expected standardization and transparency.

Key Regulations and  
Industry Initiatives
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In A Challenging Regulatory Landscape, 
Competition And Collaboration Are Key  
As PSD2 Looms 
OVERVIEW 

The regulatory landscape remains challenging and new 
KRIIs aimed at competition and risk reduction have 
added to the complexity. In recent years, KRIIs have 
taken a transformative approach, acting as a catalyst 
to infuse competition among service providers and to 
disrupt inertia in various segments of the payments’ 

value chain. The resulting changes have become visible 
to customers in the form of innovative solutions. Such 
solutions give relevant KRIIs the potential to achieve 
substantive results in terms of regulators’ primary 
objectives—risk reduction, standardization, competition 
and transparency, and innovation—in the short term 
(Figure 2.1).
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Figure 2.1 Key Regulatory and Industry Initiatives (KRIIs) Clustered by Regulators' Primary Objectives, 2017

Note: Timelines have been provided for regulations where they are specified, no timelines are specified for industry-trend KRIIs; SEPA – Single Euro Payments Area; Emerging 
Payments Security and Technology includes Contactless, Near Field Communication (NFC), Tokenization, Biometric authentication, and Mobile Point of Sale (mPOS) 

 
Source: Capgemini Financial Services Analysis, 2017; World Payments Report, 2016, 2015, 2014, 2013, 2012, and 2011
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KRIIs introduced since WPR 2016 have focused on 
digital currency, cash-use reduction, providing platforms 
that will enable FinTechs to flourish, and APIs that open 
the payments infrastructure. While KRIIs have adopted 
competition and innovation as the key elements to 
advance the payments ecosystems toward a more 
modern, digital infrastructure, a focus on risk reduction 
and standardization has continued to be the bedrock 
following the financial crisis.

In terms of the primary objectives of KRIIs, there 
are interesting trends. An increasing emphasis by 
regulators on the reduction of risk at banks has given 
traction to initiatives such as Basel III’s Liquidity 
Coverage Ratio (LCR). Also, cybersecurity and data 
protection are witnessing a renewed focus, especially 
within the EU through the General Data Protection 
Regulation (GDPR) and Network and Information 
Security (NIS) directives.

Cash reduction initiatives were given a major boost by 
emerging economies such as India demonetizing high 
denomination currencies. Various initiatives are being 
developed to encourage digital transactions initiatives. 
India is expected to witness a six-fold growth in digital 

transactions to reach 25 billion transactions during 
2017-18, (up from 4 billion in 2015-16), according to  
the National Payments Corporation of India (NPCI).

The arrival of PSD2 in early 2018 will meet regulators’ 
ambitions to create a level playing field for all stakeholders 
and promote competition by opening the payments’ 
market to new entrants in Europe. However, the 
Regulatory Technical Standards (RTS) will not come into 
force until at least April 2019, delaying the full roll-out of 
PSD2 and its benefits. PSD2 is expected to shape similar 
initiatives across the globe12.

VARYING SCOPE OF COMPETITION AND 
INNOVATION ACROSS MULTIPLE KRIIS 

Immediately following the financial crisis of 2008, 
regulators across the globe sought to standardize 
protocols, placing an emphasis on compliance through 
KRIIs such as intraday liquidity norms and reporting, 
and AML Regulations. Since then, regulations have 
taken a more transformational approach to become 
innovation focused, in areas such as instant payments, 
open API platforms, PSD2, virtual currency, and 
distributed ledger (Figure 2.2).

Figure 2.2 Current Regulatory Landscape − Varying Scope KRIIs

Source: Capgemini Financial Services Analysis, 2017; SME Inputs
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Figure 2.3 Global Impact of KRIIs on PSPs and PSUs

Source: Capgemini Financial Services Analysis, 2017; SME Inputs
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 KRIIs with Global impact

Transformational KRIIs such as PSD2 and open API 
platforms presented new challenges to banks but at 
the same time, provided a new set of opportunities 
via customized digital solutions. The onset of new 
providers such as account information service (AISPs) 
and payment initiation service (PISPs) are expected to 
transform the payments markets in Europe.

For effective risk management, banks are investing in 
data storage repositories such as data lakes, which 
can handle large volumes of data from infinite sources. 
Traditional data warehouses have limited functionalities 
as they are specifically structured for queries and are 
slow to respond.

There is renewed focus on cybersecurity globally, and 
developing countries are influenced by the regulations 
adopted by the more developed geographies such as 
the EU and the U.S. The New York State Department of 
Financial Services (DFS) announced new cybersecurity 
laws in March 2017 that are likely to provide the 
standard template for other U.S. states. In response 
to evolving cybercriminal behavior, central regulatory 
authorities are increasing their focus on data privacy 

and protection. The GDPR is expected to come into 
force in May 2018. It mandates fines of up to 4% of the 
global turnover of the firm that has breached the rules.

LEVERAGING CUSTOMER-CENTRIC 
KRIIs TO PROVIDE INNOVATIVE 
SOLUTIONS 

KRIIs across the globe have varying potential levels to 
impact innovation and competition, and they also affect 
PSPs and customers to varying degrees. PSPs can 
leverage the KRIIs that have the most impact on users 
to enhance customer experience and satisfaction. For 
example, initiatives related to open API banking platforms, 
as seen in countries such as the U.K. and South Korea, 
have the potential to significantly alter the payments 
landscape as PSPs utilize the potential of these platforms 
to provide new innovative and personalized offerings to 
meet specific customer requirements.

Regulations related to KRIIs such as instant payments, 
cash reduction, and cybersecurity could act as 
catalysts for PSPs to create solutions that enhance 
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Figure 2.4 Regional Impact of KRIIs on PSPs and PSUs

Source: Capgemini Financial Services Analysis, 2017; SME Inputs
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customer satisfaction. There are significant opportunities 
for PSPs, which can be leveraged to provide benefits 
to payments service users (PSUs). However, there are 
challenges, including the competitive payments industry 
environment and the need to adapt to constantly 
evolving technologies.

Many financial regulations have taken on a global 
flavor, creating a disruptive impact on the payments 
ecosystem (Figure 2.3).

As part of the various SEPA initiatives still under way, 
the European Cards Stakeholders Group (ECSG) has 
announced the launch of the latest version of SEPA 
Cards Standardization (SCS) Volume. This eases 
compliance with some aspects of the Interchange Fee 
Regulation (IFR) related to contactless payments. These 
measures are expected to make contactless payments 
an increasingly attractive proposition for PSPs. However, 
the transaction limits on contactless payments have 
restricted the perceived payments value for the PSUs.

The EC’s aim to create a single, innovative European 
market with PSD as a fully interoperable legal 
framework continues. The introduction of new players 
such as AISPs and PISPs has created an opportunity 
for new players to step into the payments market. 
With the growing interest among merchants and new 
entrants to provide payments services, competition 
in the payments market is expected to intensify in the 
coming year.

The expectation that PSD2 will provide an efficient, 
competitive, and secure payments market in Europe, 
has captured the attention of payments markets 
elsewhere in the world. For example, KRIIs across 
APAC and the EU (Figure 2.4), such as new payments 
plans in Australia and Thailand are focus areas 
for PSPs and are expected to bring new and agile 
payments solutions to meet the growing need for 
innovative offerings for specific business segments.
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Key #
Key Regulatory 

and Industry 
Initiatives (KRIIs)

Brief Description/Update

KRIIs added to WPR 2017 are in green text in the table below

1 Mobile Wallet

The global mobile wallets market is growing steadily with mobile proximity payments expected to grow 
from USD $3 billion in 2013 to USD $53 billion by 2019. In the EU, mobile wallet transactions are expected 
to grow at a CAGR of 61.8% during 2016-2021. India has seen a rise in mobile wallet adoption since the 
demonetization measures adopted on November 8, 2016. The market is forecast to reach USD $4.4 
billion by 2022, with a CAGR of over 148% during 2017-2022. The Consumer Financial Protection Bureau 
(CFPB) in the U.S., which was introduced to foster usage of mobile wallets, creates a safe harbor for 
customer liquidity as it requires a 30-day waiting period before extending mobile wallets and prepaid 
cards credit to cover overdrafts.

2
Open API 
Banking 

Regulations

In the U.K., HM Treasury has urged banks to open access to customer data to third party developers 
before PSD2 is transposed to encourage innovation and boost competition. The industry-led Open 
Banking Working Group (OBWG) has recommended the creation of an Open Banking Standard that 
will make it possible for banking data to be shared and used securely. It recommended a framework for 
rolling out the standard in stages, beginning with read-only access to personal customer data sets via 
the open banking API. The U.K. banking sector could have a fully functioning open data market by the 
end of March 2019. In response to the work of the OBWG, the U.K.’s Competition and Markets Authority 
(CMA) will require banks to participate in a similar open banking initiative and implement it by early 2018. 
The move is intended to accelerate technology changes in U.K. retail banking and ultimately benefit 
customers by enabling customized banking solutions.

In December 2016, the South Korean Government launched a platform to enable financial institutions 
to build services that automatically populate financial information for new customers. The platform is 
expected to serve as a database of consumer financial information that is accessible via an API. The 
platform will be managed by Korea Financial Telecommunications and Clearing Institute and Koscom 
Corporation. Sixteen banks and 25 brokerage firms are partners. The move is part of efforts by the 
Government to diversify revenues from tourism and exports and into a developing FinTech industry. The 
open API platform is one of many regulatory initiatives undertaken to encourage more FinTech firms to 
develop products and services in Korea.

3 AML Guidelines

Several countries have adopted the international AML/ATF standards developed by the Financial Action 
Task Force (FATF). The Fourth AML Directive and the Funds Transfer Regulation were agreed in June 
2015 across the participating members of the EU. Individual countries were given a deadline of two 
years for the respective implementations. The Directive applies to a range of businesses including banks, 
credit institutions, other FIs, and businesses that make or receive cash payments for goods worth at 
least €10,000, irrespective of whether payment is made in a single, or series of transactions. Features 
include risk assessment and corresponding risk approach, creation of beneficial owners’ national central 
registers, and customer due diligence waiver for certain e-money products. An amendment to the 
Fourth AML Directive, termed the Fifth AML Directive, aims to fill the gaps by regulating many financial 
means used by terrorists, from cash and trade in cultural artefacts to virtual currencies, and anonymous 
prepaid cards. Virtual currency exchange platforms will be brought under the scope of the Fourth AML 
Directive, to help identify the users who trade in virtual currencies. In addition, the European Commission 
will examine the possibility of applying the licensing and supervision rules of the PSD to virtual currency 
exchange platforms, as well as virtual wallet providers.

In the U.S., federal regulators published guidance regarding the application of customer identification 
program (CIP) requirements to holders of prepaid cards and other types of prepaid access. Five 
agencies—the Federal Reserve, FDIC, OCC, NCUA, and FinCEN—issued the guidance to clarify when 
a bank should apply its CIP procedures for prepaid cardholders. The guidance also explains how the 
CIP rules apply to payroll, government benefits, and health benefit cards. The New York State DFS has 
finalized new AML regulations, which were effective from January 1, 2017. These require institutions 
to monitor transactions for violations of Bank Secrecy Act or AML rules and prevent transactions with 
sanctioned bodies.

The Central Bank of Egypt (CBE) approved a new version of the regulations for mobile payment services 
on November 29, 2016. The regulations will increase the use of mobile services among retail and micro 
enterprise consumers. The move coincides with the issuance of Customer Due Diligence Procedures for 
Mobile Payments by the Egyptian Money Laundering and Terrorist Financing Combating Unit (EMLCU), a 
measure to strengthen the KYC-AML rules in the wake of rising volumes of digital payments.

Key Regulatory and Industry Initiatives (KRIIs) in 
Payments, 2017
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The People’s Bank of China has changed online payments regulations. From July 1, 2016 all third-
party online PSPs have to ensure that all the accounts bear real names of account holders and that the 
accounts are segmented based on security requirements capped with maximum annual payments. 
This regulation is aimed at preventing large deposits into third-party payments accounts, which are 
unprotected from bank deposit insurance. To continue the push toward a cashless society, on November 
4, 2016, the Hong Kong Monetary Authority (HKMA) issued eight stored value facilities (SVF) licenses 
under the Payments Systems and Stored Value Facilities Ordinance. This brought the number of SVF 
licenses to 13, highlighting the country’s emerging FinTech industry. The HKMA also issued a guideline 
rulebook for the supervision of SVF licenses, which draws heavily on the rules for financial institutions but 
also to generate a regulatory experience. The rules open the potential for technology-driven customer 
verification solutions.

4
Payment Security 
and Technologies

Financial institutions are developing systems to analyze the digital footprints of corporate customers. 
To combat fraudulent transactions, voice recognition systems are being integrated into transaction 
verification. Also, the potential of face recognition systems to streamline fraud recognition measures is 
being examined. In December 2016, the Sydney Transport Authority introduced plans for contactless 
payment systems, like that of Transport for London (TfL). The EMV migration in the U.S. in October 2015 
accelerated the adoption of mPOS, with 27.7 million units expected by 2021.

5
Regulatory 

Framework for 
FinTechs

The U.S. Treasury’s Office of the Comptroller of the Currency (OCC), published a discussion paper 
in December 2016 outlining policy scenarios for FinTechs. In May 2016, the U.K.’s Financial Conduct 
Authority (FCA) launched regulatory sandboxes, enabling FinTechs to offer new services under relaxed 
regulatory oversight.

The Monetary Authority of Singapore (MAS) had formed a FinTech & Innovation Group (FTIG), which 
comprises a payments and technology office, a technology infrastructure office, and a technology 
innovation lab.

6 GPI by SWIFT 

In December 2015, SWIFT launched the Global Payments Innovation (GPI) initiative to enhance cross-
border transactions. GPI leverages SWIFT’s messaging platform and global reach. More than 110 banks 
have joined the service, with the capability to channel payments into over 224 countries—representing 
75% of SWIFT’s total cross-border payments in volume. The service was rolled out in January 2017, 
offering single day settlement advantages for business and retail consumers. The GPI Tracker feature 
allows banks to provide corporate treasurers with end-to-end views of their payment status in real-time 
and credit confirmations when payments hit beneficiary accounts. The Observer function is a quality 
assurance tool that helps to monitor adherence to GPI business rules and processes. In the coming 
years, GPI will focus on improving digital capabilities and exploring the use of blockchain technology for 
real-time Nostro account reconciliation.

7
PSD2 (Access to 

Accounts)

PSD2 entered force on January 13, 2016. Member states have until January 12, 2018 to transpose it 
into national laws. The first countries expected to transpose PSD2 will be the U.K., Bulgaria, Denmark, 
Germany, Austria, and France. It is expected that Poland and Iceland will be among the last. PSD2 
addresses many issues that emerged since PSD became law in 2009, the most prominent of which is 
the regulation of third-party payments providers (TPPs). TPPs fall into two main groups: payment initiation 
service providers (PISPs), and account information service providers (AISPs). PSD2 aims to create open 
banking technical standards with multiple layers. The first layer of standards will deal with basic PSD2 
compliance. There also will be an industry rulebook layer that caters for disputes, liabilities, rejects, 
returns, refusals, and refunds. The third layer of open banking standards will consist of additional optional 
services. This is where banks can compete to provide superior APIs and a wider range of digital service 
to gain a commercial return from the investments they make for PSD2 basic compliance. The EBA’s final 
draft RTS were released on February 27, 2017 and sent to the EU Parliament for approval. The Parliament 
is expected to pass the final version with minimum amendments and the RTS are expected to be adopted 
by March/April 201913.

8
Interchange Fee 

Regulation

Following similar moves in the U.S., Europe and other major markets, in September 2016 China 
introduced new interchange fees. It capped issuer fees for debit card transactions at 0.35% and issuer 
fees for credit card transactions at 0.45% of the transaction amount. The payments network service 
charge has been capped at 0.065% of the transaction amount.

To improve acceptance of debit and credit cards as part of the demonetization drive, Reserve Bank 
of India (RBI) waived consumer charges for all card transactions until December 31, 2016. This will be 
reviewed in 2017.

13 See PoV on PSD2, page 27



22

2017 WORLD PAYMENTS REPORT–A PREVIEW

Section 2: Key Regulations and Industry Initiatives

Key #
Key Regulatory 

and Industry 
Initiatives (KRIIs)

Brief Description/Update

9
Australia 

Payments Plan

The Australian Payments Council (APC) has devised a strategic roadmap for the Australian payments 
system for the next ten years to ensure it meets the needs of the economy. The APC identified three areas 
that require collaborative action: security and trust, managing Australia’s payments mix, and enabling the 
future. To enable the payments system for the future, initiatives such as the New Payments Platform (NPP) 
are under way. Some initiatives, including cybersecurity strategies, strategies for the reduction of cash, 
technology innovation, and principles for digital identity and data management will start in the second 
half of 2017. The commencement of NPP is expected to boost competition by simplifying the process 
of switching payments from one account to another. Once the NPP’s effectiveness is reviewed, the 
feasibility of implementing full bank account portability is expected to be discussed in detail. 

10 Instant Payments

In the U.S., The Clearing House launched industrial testing of real-time payments on April 27, 2017. The 
system will support sending and receiving of credit transfers, remittances, and non-transactional advices 
in real time.

Australian authorities are planning to introduce an instant payments system in 2019, while the pan-
European instant payments system is expected to be operational by November 2017. The Euro Retail 
Payments Board (ERPB) and the European Payments Council (EPC) have finalized the framework for 
pan-European instant payments solutions, on which PSPs can develop offerings for retail and corporate 
customers. The instant payments services are scheduled to begin in November 2017. Automated clearing 
houses (ACHs) will provide a pan-European approach for clearing instant payments in Euros. This 
approach should provide benefits such as harmonized risk management, uniform settlement, and fair 
open access policies to facilitate interoperability.

The EPC launched a pan-European instant payment solutions rulebook in November 2016 to address 
interoperability issues arising from the development of instant payment services or platforms among the 
member countries. SEPA instant credit transfers are expected to become a rule by 21 November, 2017 to 
give PSPs enough time to adhere to the scheme.

In Japan, Shenzin clearing is real-time but operates only during business hours. A move to a 24 X 7 
operation is planned to coincide with the Tokyo Summer Olympics in 2020.

11

Electronic 
Identification and 
Trusted Service 

(eIDAS)

In the EU, the Electronic Identification (eIDAS) regulation and the eIDAS Task force have created standards 
for electronic signatures, qualified digital certificates, electronic corporate seals, timestamps, and other 
proof for authentication mechanisms. These will give electronic transactions the same legal standing 
as paper-based transactions. On July1, 2016 the first phase of the EU’s eIDAS regulation became 
enforceable.

12
ISO 20022 
Standards

As part of global efforts to improve instant payments infrastructures to comply with ISO 20022 standards 
and to facilitate cross-border interoperability, Payments U.K. is coordinating the ISO Real-Time Payments 
Group (RTPG). The Group, which will develop ISO 20022 messages, comprises more than 40 financial 
institutions from around the world. On January 1, 2017, the revised Markets in Financial Instruments 
Directive (MIFIR) reporting obligations went live. The European Securities and Market Authority (ESMA) 
specified in its draft Regulatory Technical Standards (RTS), that as from January 2017, covered 
transactions in MIFIR must use ISO 20022. However, Target2 migration to ISO 20022 was delayed until 
the Eurosystem market infrastructure review is completed. Bank of England aims to move to ISO 20022 
standards for its RTGS infrastructure.

13
Intraday Liquidity 

Norms 

Measures on intraday liquidity usage proposed by the Basel Committee on Banking Supervision (BCBS) 
will bolster the framework for instant settlement of funds by ensuring that the funds can be accessed the 
same business day. In order to ensure European banks are compliant with BCBS specifications for the 
LCR and NSFR, the European Banking Authority (EBA) has introduced their implementation as part of the 
Capital Requirements Directive IV. The Commission Implementing Regulation 2016/2070 was introduced 
in September 2016 laying down technical standards for templates, definitions, and IT solutions to be used by 
institutions when reporting to the EBA. Basel III implementation in the U.S. is expected to be delayed following 
a delay in the appointment by the new administration of Federal Reserve officials to formulate U.S. policy.

14
EMV Adoption in 

the U.S 

According to a survey conducted in June 2016, EMV transactions represented only 7% of the payments 
transactions in the U.S. This is much lower than other regions such as Europe (75%), Canada and Latin 
America (both 88%), and Africa and the Middle East (both 89%).

15
Payment 

Regulators

The U.K.’s Payment Systems Regulator (PSR), the economic watchdog of the payment systems industry, is 
undertaking an industry-wide effort to tackle payment scams perpetrated by fraudsters. The PSR has also 
conducted a market review on the ownership and competitiveness of the payments infrastructure, and 
has published proposals to remedy the lack of competitiveness for BACs, FPS, check, and credit clearing. 
A Payments Strategy Forum (PSF) has been established, calling for the consolidation of the payments 
schemes into a single entity to simplify the process. As the payments schemes were developed incrementally 
over time, there is a need to standardize the different governance and platforms across the schemes and unify 
them under a single umbrella. The Regulator plans to monitor and review the industry progress in the second 
half of 2017 and publish its findings as part of a second market review report in July 2017.
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On February 1, 2017, the Government of India announced a proposal to create a Payments Regulatory 
Board (PRB) to replace the Board for Regulation and Supervision of Payments and Settlement Systems. 
The new regulatory board will be tasked with structural reforms in the payments industry to complement 
the latest push in digital transactions. The Government and the Board are expected to undertake a 
comprehensive review of the Payments and Settlement Systems Act, 2007, and bring about requisite 
amendments to improve the payments processing systems.

16
Bank Payment 

Obligation

SWIFT and the ICC Banking Commission have jointly produced a set of rules on the Bank Payment 
Obligation (BPO), an irrevocable conditional undertaking to be given from one bank to another. From 
December 2014 to December 2015, the BPO Education Group was formed to provide the ICC Banking 
Commission National Committees the information necessary for their members to understand the BPO 
and to assist them in deploying the product internally and for the benefit of their customers. The Group 
is composed of over 20 members representing 18 national committees as well as corporate/consulting 
entities. Currently, the focus is on market adoption of BPO and the related ISO 20022 messaging 
standards. 

17

Liquidity 
Coverage Ratio 

(LCR) under 
Basel III

The LCR provisions under Basel III norms that began in January 2015 redefine the way banks look at their 
deposits as either operational or non-operational. According to the EBA’s assessment of June 2016, EU 
banks maintained an average LCR of almost 135% at the reporting date of December 31, 2015. This is 
significantly above the 100% minimum requirement by January 2018.

18
Access to 
Clearing

Across the world, financial regulators are modernizing clearing systems and encouraging competition. 
Moves have been made in China and the U.K. to provide consistent clearing access to PSPs. Canada 
has followed suit and in October 2016 Payments Canada implemented a new core clearing and 
settlement system, which can meet international standards. It replaces the previous Large Value Transfer 
and Automated Clearing Settlement Systems. In September 2016, the ECB began investigating the 
implementation of Target Instant Payments Settlement (TIPS), with the aim to go live by November 2018. 

19

Cross Border 
Low Value 
Payments 

Processing

Significant efforts are being made around the world to identify alternatives to correspondent banking for 
cross-border, low-value payments. Initiatives such as the pan-European instant payments system are 
driving developments in the area. In Asia, there is an increased focus on cross-border transaction banking 
in the ASEAN countries. The Asian Payments Network (APN) covers 11 countries: China, Singapore, 
Malaysia, Thailand, Vietnam, Indonesia, Philippines, South Korea, Japan, New Zealand, and Australia. They 
clear cross-border payments coming from ATM, POS, and fund transfer. Transactions are cleared in USD 
and the members use existing infrastructure such as ACH or central banks. Further connections to EACHA 
members and TCH may transform APN into a global payments network in the future.

20
Internet 

Payments 
Security

Many countries have implemented internet payment security measures. In December 2016, the 
Central Bank of India (RBI) mandated two-factor authentication for all online credit card payments 
only for payments above Rs 2000. Two-factor authentication uses two of three independent elements 
(knowledge, possession and inherence) to authenticate a transaction.

The EBA published Guidelines on the Security of Internet Payments in December 2014. These final 
guidelines provide the legal basis for achieving a minimum security standard on a level playing field for all 
PSPs in the EU. There is an emphasis on SCA. The deadline to implement the guidelines was August 1, 
2015. However, the U.K., Slovakian, and Estonian regulators did not seek compliance by this date. The 
PSD2 RTS final draft, which details the SCA stipulations, was finalized in February 2017, however it is 
expected to enter force only by March 2019.

21

Large Value 
Payment 
Systems 

Upgrades

Target2-Securities (T2S) is the centralized European platform for the settlement of domestic and cross-
border securities, and is one of the largest infrastructure projects launched by the ECB. The first phase 
was implemented in mid-2015 with Bank of Greece, the stock exchanges of Romania and Malta, and SIX 
Switzerland. Wave three of T2S migration included Euroclear central depositories in Belgium, France, 
Netherlands, Luxembourg, and Denmark. The biggest migration wave was in February 2017 when 
Clearstream Germany, and Slovakia and Slovenia went live, representing 40% of overall volume. The final 
wave of migration will be on September 18, 2017 when Euroclear Finland will join.

The migration of Target2 to ISO 20022 standards is to be reassessed once the strategic review of the 
Eurosystem’s market architecture is completed.
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22 SEPA Initiatives

The EBA is planning regulations for better customer authentication and secure communication while 
also laying down standards regarding the separation of card schemes and processing entities. The EPC 
published a SEPA Cards Standardization volume in December 2015. The stakeholders in the SEPA cards 
domain are looking to roll out most of their offerings in line with the requirements by December 2018, 
although implementation is not binding. ECB is hoping that SEPA for Cards will enable standardization 
and interoperability with appropriate security measures across the EU. In March 2017, the ECSG 
launched version 8.0 of the SCS volume to ease compliance with some aspects of the IFR related to 
contactless payments.

Version 3.0 of the SEPA Scheme Management Internal Rules (SMIRs) took effect on December 26, 2016 
and will remain in effect until 19 November, 2017. Version 4.0 of the SMIRs is expected to take effect on 
November 19, 2017 and will address regulatory changes to meet the Eurosystem oversight requirements 
on credit transfers and direct debit schemes.

23
Mobile Payments 

Security in 
Europe

The European Central Bank and the EBA formulated security guidelines for retail payments, which are 
applicable until September 2018 when PSD2 requirements will come into force. The EBA exempted 
contactless transactions under €50 and card not present low value transactions under €30, provided the 
cumulative amount does not exceed €150 and €1000 respectively, from the SCA. Additionally, exemption 
applies for these transactions if the number of times since the last application of SCA does not exceed five 
consecutive occasions. PSPs must provide strong authentication systems to ensure secure identification 
and traceability of each interaction in the payments value chain through analytics or other monitoring tools.

24
Data Privacy and 

Protection

Data privacy and protection is being strengthened by central authorities around the world. The EU GDPR will 
come into force in May 2018. It mandates higher penalties and fines of up to 4% of annual global turnover or 
€20 million—whichever is greater—for firms in breach of the rules. Ransomware attacks such as WannaCry, 
which affected businesses globally, are expected to have minimal impact if overall contractual risk allocation, 
general data privacy compliance, and incident response plans are reviewed periodically.

BCBS 239 has mandated that banks observe the principles set by Risk Data Aggregation and Risk 
Reporting (RDARR). This has resulted in an increased focus on the IT architecture and the use of ‘data 
lakes’ to ensure compliance to the risk data management requirements.

25
Virtual Account 
Management 

Services (VAMS)

SEPA allowed for the accelerated adoption of virtual accounts by corporates, enabling them to streamline 
operations across Europe. VAMS from banks allow corporates to oversee the accounts to easily access 
consolidated data on incoming and outgoing payments across their accounts and reap the benefits of a 
heterogeneous SEPA world. VAMs’ solutions have helped corporations use a single physical account with 
multiple underlying virtual accounts, thus rationalizing the process and removing manual entries.

26
Electronic 

Bank Account 
Management

Electronic Bank Account Management (eBAM) based on the exchange of standardized ISO 20022 
XML messages, which were developed by SWIFT, covers the opening, closing, and changing of bank 
accounts. eBAM provides complete integration with back office infrastructures such as ERP, TMS, and 
HR. This is expected to improve efficiency and reduce costs through automation and secure audit trails.

27 Cybersecurity

On May 17, 2016, the European Council formally adopted new rules to augment the security of network 
and information systems across the EU, thus legislating the region’s first cybersecurity law. The Network 
and Information Security (NIS) Directive aims to increase cooperation between member states on cyber 
security. The Netherlands has pioneered this initiative through its National Cyber Security Strategy 2, 
which centrally deals with all cybersecurity issues and practices.

In the APAC region, some countries, such as Japan and Taiwan, amended regulations related to personal 
information protection and have introduced a concept of ‘sensitive personal data’. Australia established 
a mandatory data breach notification obligation scheme through the Privacy Amendment Bill, 2016, 
which was passed in February 2017. This act is expected to protect the privacy rights of individuals and 
strengthen the public trust in businesses and agencies. Malaysia has issued the Personal Data Protection 
Standards, which deal with data security, integrity, and retention requirements for which direct marketing 
guidelines are expected later this year. It is expected that the region might witness a push toward a 
comprehensive ‘European-style’ data protection regulation. On March 1, 2017, the New York State DFS 
announced new cybersecurity rules designed to promote the protection of customer information and IT 
systems of regulated entities. Such regulations are expected to be announced in other U.S. states in the 
coming months. On June 1, 2017, China’s new cybersecurity law is expected to come into effect. This 
focuses on cybersecurity along with data security practices and cross-border data transmissions.

28
Unified Payments 
Interface by RBI 

(India)

The NPCI’s Unified Payments Interface (UPI) is expected to bring about a significant shift in the way 
mobile banking transactions are conducted. The UPI, which was launched as the BHIM app in December 
2016, allows users to make payments via a mobile phone as the primary device, without requiring a 
digital wallet to send or receive money. It also enables the seamless use of multiple e-wallets, as they will 
become interoperable with UPI. The NPCI has also introduced India Stack, a set of APIs for authorization, 
authentication, and transaction across payments sources.
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29
Distributed 

Ledger 
Regulations

The European Commission is planning to bring virtual currency exchange platforms under the scope 
of the Fourth Anti-Money Laundering Directive, in order to help identify the users who trade in virtual 
currencies. In addition, the Commission will examine the possibility of applying the licensing and 
supervision rules of the PSD to virtual currency exchange platforms.

30
Thailand National 

e-Payments 
System

In January 2017 Bank of Thailand rolled out PromptPay, an interbank mobile payments system enabling 
money transfers that are cheaper and easier than those offered by conventional banks. The service was 
the latest in the country’s national e-payment system, which is aimed at increasing the financial system’s 
transparency and efficiency while helping the government to collect more taxes. In October 2016, the 
Any ID service for peer-to-peer electronic money transfer was launched. Any ID enables people without 
a bank account to transfer money and make payments using a mobile phone and ID. Other modules 
include expansion of electronic data capture (EDC) machines to service e-payments and an e-tax system. 
All companies in Thailand are obliged to enter the national e-payments system by 2019.

31

OECD’s Base 
Erosion and 

Profit Shifting 
plan

To comply with the Organization for Economic Cooperation and Development’s (OECD’s) action plan on 
Base Erosion and Profit Shifting (BEPS), countries such as India have begun to renegotiate tax treaties 
with tax haven countries. Cyprus, Mauritius and Singapore had a Double Taxation Avoidance Agreement 
with India, however they have been pushing for a holistic plan for tax treaties that prevent countries 
from imposing zero taxation on capital gains. Under the BEPS recommendations, the U.S. Treasury has 
adopted rules to penalize tax offenders as American corporations are estimated to have accumulated 
nearly USD2.5 trillion in untaxed offshore earnings.

32
Cash-Use 
Reduction 
Initiatives

On November 8, 2016, the Government of India (GoI) announced that the high denomination notes of R500 
and R1000 would no longer be valid legal tender. The invalidated notes were required to be exchanged or 
deposited in the banks by December 31, 2016. The GoI expects the move will help to check the rise in black 
money, counterfeit currency, and, ultimately, reduce terrorism financing activities. The RBI announced a slew 
of measures to boost the cashless economy, ranging from withdrawals of transaction charges on cards, 
to lucky draws for low value transactions, and is expected to announce more such measures in 2017. In 
December 2016 Pakistan also announced the demonetization of R5000 notes, which account for one third of 
the notes in circulation. The demonetization is expected to take place over the next three to five years.

In Europe, the EPC plans to reduce use of cash, with SEPA devised to remove cash machines and 
replace them with plastic money or mobile phones for transactions across all consumer outlets. The 
cashless society project by EPC is expected to start in November 2017. Most Nordic countries have taken 
the lead in going cashless, with Sweden topping the list. About 2% of the total value of transactions in 
Sweden are cash with a target to lower this to below 0.5% by 2020. Most retailers and public transport 
systems refuse cash, and even churches increasingly prefer online or mobile app payments.

Nigeria in 2012 introduced the cashless society project to become a top-20 economy by 2020. The 
Central Bank of Nigeria (CBN) reintroduced charges for cash handling in April 2017, starting with 1.5% for 
cash deposits and 2% for cash withdrawals between 500,000-1 million Naira.

In 2015, the electronic payments regulation in Ghana simplified the business rules for e-wallet providers, 
which resulted in a surge in e-wallet adoption for activities such as utility bills and school fees payments. 
From early 2017 onwards, e-wallet customers in Ghana can also receive interest between 1.5% and 7% 
every three months.

In the Netherlands, about 98% of the population use debit cards and close to 85% of the non-cash 
payments share in the total consumer payments are made via debit cards. The growth in non-cash 
payments has come as the result of the Hotspot project launched in 2012 by the Foundation of Promoting 
Efficient Payments (SBEB).

33
Bank Charters 

For FinTech Firms

In December 2016, the United States’ OCC announced it would allow FinTechs—that offer loans through 
online platforms and payments services through apps and online channels—to apply for a federal charter 
to become ‘special purpose national banks.’ Such a move is expected to reduce costs and complexities 
of doing businesses for FinTechs, while increasing government oversight of the sector. On March 15, 
2017, the OCC released the draft licensing manual for FinTechs. The manual clarifies the process to apply 
for the charter and the review of the application. Similarly, in Europe under PSD2, TPPs will also be able 
to offer payment initiation services (PIS) at the order of the PSU. In January 2017, India Post became the 
third firm to receive a payments bank license after telecom firm Airtel, and Alibaba-backed mobile wallet 
company Paytm. The new model of banking is expected to allow telecom, supermarket, and other firms 
to cater to the banking requirements of individuals and small businesses.

34 Digital Currency

Financial authorities of Japan, the U.S., and China have revealed plans to establish joint regulations. On 
March 21, 2016, the Australian Government announced it would address the ‘double taxation’ of digital 
currencies under the GST, including working with the industry on developing options to reform the GST law, 
as part of the Treasurer’s Backing Australian FinTech statement. On May 3, 2016 a discussion paper calling 
for submissions was released. In Singapore, MAS plans to test its own digital currency to test blockchain-
driven interbank payments that may simplify payments processes and reduce transaction costs. Central 
banks in China and the U.K. are also investigating the prospects of introducing their own digital currencies.
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The Payment Services Directive (PSD) was adopted in 2007 to create a single legal 
framework for payment services within the European Union and to support implementation 
of the single euro payments area (SEPA). PSD sought to enable greater and more 
innovative services for consumers with higher—and more harmonized—security levels. 
However, new technology and an upgrade in communication networks since 2007 spurred 
consumer appetite for more and more innovative solutions, which encouraged nimble new 
financial players to enter the market.

With an eye on the digital future, the European Commission proposed the Revised 
Payment Services Directive (PSD2) in 2013.

PSD2 was debated by 28 countries for more than two years and adopted by the EU 
Parliament in October 2015. Implemented in January 2016, it required members to 
turn guidelines into national law with 24 months. By December 2016, the Euro Banking 
Authority (EBA) was mandated to define Regulatory Technical Standards (RTS) and  
launch discussions on Strong Customer Authentication (SCA and RTS (Figure 3.1).

An August 2016 RTS draft generated scant response from the markets during a two-
month consulting period. Then, in February 2017, the EBA adopted the final RTS version, 
which spawned wide-ranging reaction from all market sectors.

The EU Parliament is expected to approve the RTS by September 2017; with PSD2 to 
transfer to national laws on January 13, 2018. Regulatory Technical Standards are not 
anticipated to come into force before April 2019.

These timelines create a period during which PSD2 is in force, but RTS is not. And  
that may result in uncertainty and some risks if practices such as screen scraping  
(data extraction using account-holder credentials) continue.

An Introduction To PSD And PSD2

PSD2 – The Road Ahead
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Figure 3.1 PSD2 Timeline from Proposal to Implementation 

2 0 1 3 2 0 1 5 2 0 1 6 2 0 1 7 2 0 1 8 2 0 1 9

JULY

OCTOBER
PSD2 is adopted by the EU 
Parliament

EBA launches initial 
discussions on SCA and 
consultation on draft RTS

DECEMBER

JANUARY
PSD2 enters into force

AUGUST-SEPTEMBER
Consulting period on draft SCA 
and RTS

OCTOBER
End of consulting on draft SCA 
and RTS

13 JANUARY

APRILFEBRUARY

SEPTEMBER
EU to approve the RTS

Source: Capgemini Financial Services Analysis, 2017; SME Inputs

EU committee releases 
the proposal for PSD2 

PSD2 transposes into 
local legislation

Final draft of the PSD2 SCA and 
RTS is released

Likely period for RTS 
to come into force

PSD2 Objectives
PSD2 was introduced by financial regulators to continue 
PSD and foster an efficient and integrated European 
payments market. Such a market would give rise to 
opportunities for innovative offerings from existing 
providers while welcoming new players. At the same 
time, a high level of trust would be ensured via methods 
including secure authentication to protect payment 
customers against fraud.

Key changes introduced by PSD2 include:

Regulation of new market stakeholders: Under the 
umbrella of Third-party Payments Providers (TPPs), two 
new categories of suppliers have been introduced:

• Account Information Service Provider (AISP)

• Payment Initiation Service Provider (PISP)

These licensed players, some already operating with 
unregulated status, are expected to usher in new 
technologies (leveraging data analytics) and be faster 
to market with new offerings than the incumbents. 
Their licenses (which are published on EBA’s website) 
will be obtained at a country level, with the possibility 
of passporting across Europe. Under EU passport, 
players licensed in one EU member state can distribute 

their services in all others without having to apply 
for local licenses. To ensure that customer privacy 
and security is maintained, these players have been 
mandated to follow certain security protocols while 
exchanging data with banks.

Sharing of customer transaction data between 
banks and ASIPs: Banks must accept, and freely 
execute client instructions that give Account Information 
Service Providers access to their historical transactions 
and payment account data. It is anticipated that AISPs 
will challenge banks to more innovatively use customer 
data to deliver value-added services. Application 
Programming Interfaces (APIs) with ISO 20022 formats 
and secure messaging protocols were defined as a 
standard data-exchange method. APIs are replacing 
screen scraping, where unregulated third-party providers 
use customer-provided identifiers and passcodes; and 
also collect data from the PSD under guise as the client.

Consistent protection of consumers against risk: 
The need for Strong Customer Authentication (SCA) in 
all digital communication is required. Customers must 
confirm their identity online, with the onus of security 
standards on the banks. To be considered strong, 
customer authentication must include two or more 
identification elements as knowledge (e.g., a password), 
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Future PSD2 Questions And Considerations
PSD2 is meant to foster the development of the 
industry, but there are concerns that it could make 
payments more complex and inefficient in the long-run 
for all stakeholders. In particular, transposition, TPP 
rules reinforcement, liability, and service level.

• Under PSD2, transposition into local jurisdiction 
is left at the country level, but interpretation 
and implementation will also happen with each 
participant (e.g., banks, TPPs, etc.) leading to 
dissimilar business rules applications in each country 
and across the EU.

• Reinforcement of the rules to respect TPPs through 
the new RTS standards will redefine and somewhat 
level the payments’ playing field, but could hinder 
their development. Therefore, some acquirers and 
merchants have strongly lobbied to use “Transaction 
Risk Analysis,” which is more client-friendly than SCA 
standards.

• PSD2 does not delineate which player bears fraud 
liability at TPP. Unclear liabilities could, ultimately, 
lead participants to take protective measures, as 
they need to comply with PSD2, but also need to 
comply with other laws that may have to contain 
contradictions.

• TPPs have developed services based on screen 
scrapping in the existing unregulated environment 
and claim PSD2 doesn’t guarantee availability and 
level of service from a PSP.

• The industry is moving toward implementation. But 
many stakeholders—including banks and TPPs—are 
reluctant to engage without a final answer to these 
concerns and a clear view on risks and possible 
mitigations.

PSD2 Business Impact On Stakeholders

BANKS 

Initially, PSD2 is expected to have a negative impact 
on some banks as they will no longer have exclusive 
commercial use of their customer transaction data. This 
is likely to result in free-market competition with TPPs 
able to access customer data and provide personalized 
solutions. Banks themselves will take the opportunity 
presented by PSD2 to leverage access to other banks’ 
client data.

However, PSD2 rules could provide an opportunity for 
established banks to create a new model for innovation 
and cooperation. Becoming a TPP, or through 
collaboration with FinTechs, banks can offer advanced 
payment and account information services, expand 
services in other areas of banking, and increase 
their service portfolio beyond traditional banking. In 
anticipation of PSD2, numerous banks across Europe 
have entered partnerships with account aggregator 
FinTechs (future AISPs and PISPs). Such partnerships 

possession (e.g. a device), and inherent (e.g., a 
biometric print). Banks can thus provide services to 
their clients or to TPPs where, after a trusted and 
reliable authentication, the processes are executed. 
Details of SCA and security standards are provided by 
EBA in the RTS.

The final PSD2 RTS provides clarity on security and a 
template for SCA. Key changes when compared with 
the initial version are:

Increased transaction value limit: Originally €10, 
the value limit has been raised to €30 before SCA is 
required. A cumulative limit of €100 or five consecutive 
payments also has been introduced. For retail 
consumers’ contactless payments, the transaction 
value has been increased to €50, with an option of five 
consecutive non-SCA transactions.

New exemption for transaction risk analysis: The 
level at which PSPs will be permitted to use transaction 
risk analysis to identify transactions with a low level of 
risk, and therefore subject to SCA only as an option, 
has been increased to €500.

More access to account information: The number 
of times AISPs can access account information has 
been raised from two to four times per day at no 
charge; no limit has been attached if the account 
holder requests such information. To encourage 
partnerships between banks and FinTechs, banks 
and AISPs can collaborate to further remove limits on 
account access.
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will enable banks to differentiate and create new 
services with related sources of revenue. With the onus 
on banks to provide security and interface protocols, 
it is in the interest of both TPPs and banks to develop 
strong partner relationships.

In their present form, Regulatory Technical Standards 
require banks to interpret the security standards, 
data sensitivity, and interface protocols with TPPs. 
Technical answers to these needs vary across banks 
and countries. Some communities are trying to develop 
common interpretations of PSD2 requirements (API 
rule books) or even are considering building shared API 
platforms to provide efficient service to all community 
participants.

In any case, the results will be mixed across EU and 
inconsistent—as experienced with SEPA. These 
preparatory discussions are often between large 
incumbents, which have the highest potential impact 
and resources to manage. Some of the smaller 
banks, which are often kept outside the discussions, 
have complained about the lack of implementation 
information from national regulators. This has prevented 
them from starting impact assessments.

Although central authorities will mandate banks to 
provide customer data access to TPPs, there is no TPP 
regulatory system. This could imply that in the event 
of data and security breaches or other issues, banks 
could bear the responsibility and liability. PSD2 was 
introduced to improve customer protection and spread 
liability across the payments’ ecosystem. However, with 
the accountability of security and interface protocols 
resting primarily with the banks, their liabilities may 
increase significantly once PSD2 is implemented.

THIRD-PARTY PAYMENT SERVICE 
PROVIDERS

TPPs, together with consumers, are the key 
benefactors of PSD2, as access to customer accounts 
will help widen product offerings while providing deeper 
segment-specific solutions. EBA initially published 
an API-only communication policy, but after intense 
lobbying from TPPs, it has been invited to reconsider 
the ban on screen scraping. This is likely to be 
critical for TPPs who have made investments in this 
process and can leverage it to access customer data 
independently from banks. One of the most common 
suggestions is to use screen scraping in secure mode 
only and only as a back up to an API. But this opens 
new requirements for definitions.

The use of APIs based on messaging standards such 
as ISO 20022 has been mandated. However, a lack 
of standardization creates complexity. TPPs may 

have to invest in API adaptors to ensure they comply 
with regulations and avoid penalties. TPPs also face 
challenges from a lack of clarity on implementation 
of security standards and proprietary interfaces. As 
a result, they may be dependent on banks for future 
innovation.

TPPs are fighting to ensure that RTS amendments and 
bank warnings not to increase operational risk will not 
limit PSD2 benefits for the market and themselves. 
Over 70 European FinTechs launched a manifesto 
stating their concerns and suggestions regarding 
the ban on screen scraping.14 TPPs believe that the 
right to direct or indirect access for AISPs and PISPs 
should remain independent from banks; rather access 
should be flexible and give TPPs freedom in their bank 
interactions.

Another concern for TPPs, shared by banks, is that the 
final version of the RTS is non-committal on the central 
registry services at EBA. These were supposed to help 
banks to identify the current status of TPPs for free and 
provide easy research functionality.

MERCHANTS AND CUSTOMERS

Merchants have been enthusiastic about PSD2 as they 
stand to gain significantly from the increased innovation 
in the payments space and the opportunity, together 
with Instant payments, to access alternatives to card 
payments. This would reduce their transaction costs 
and open new revenue sources. The reduction in costs 
might well be passed on to customers.

Other PSD2 merchant benefits include the ability to:

 � Collect real-time information from clients initiating an 
instant payment directly from their account (adhering 
to PISP status or partnering with a PISP). This will 
deliver superior cost/service to card schemes and 
acquirers.

 � Use risk-based authentication (RBA) as an alternative 
to SCA for certain transactions. This will enable them 
to offer a high level of consumer convenience while 
retaining the decision on how to best lower fraud 
rates.

 � Improve the use of customer and transaction data 
via TPP’s API solutions. Merchants’ customers will 
benefit from more personalized offerings, smoother 
navigation, superior propositions, and automated 
services.

Although there has been a focus on consumer markets, 
PSD2 is also expected to increase competition 
and thus improve underlying payments services for 
corporates. 

14 https://www.futureofeuropeanfintech.com/
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PSD2 is expected to facilitate digital innovation, 
enabling firms to leverage more customer-friendly 
interfaces and products. Greater competition is 
expected to result from transparency of transaction 
charges, which should drive down costs for corporates, 
especially for cross-border transactions. Features 
such as automation and aggregation of services are 
expected to improve the convenience and efficiency of 
corporate account management.

In the short term, however, and with the legitimate 
objective of preventing risks, PSD2 will curtail 
corporations or merchants that already perform de 
facto payment or collection on behalf of other parties 
(market places, etc.) without PSP status. In some parts 
of the market, this is considered to be a hindrance to 
innovation and to the private sector’s push to develop 
creative new solutions.

Uncertainties Surround PSD2
PSD2 is just one of the many regulations that banks 
have faced in the post-2008 environment. Other 
compliance obligations include more stringent capital 
controls via the Basel III and IV Directives, and the 
requirement for stronger data protection measures via 
the EU’s General Data Protection Regulation (GDPR). 
Banks are operating in an increasingly challenging 
environment of tighter capital requirements, increased 
costs of upgrading IT infrastructure to comply with 
regulations, and the threat of costly penalties for non-
compliance. Resources are stretched at a time when 
developing innovative solutions for customers will be 
important.

Looking at the larger picture, PSD2 is expected to 
transform the payments value chain, innovate business 
models, and renew customer experience across the 
EU. This could have a ripple effect across the globe 
by providing the template for implementation of 
similar regulations. To realize the true value of PSD2, 
developing a central API infrastructure integrated 
with instant payments solutions while addressing 
direct access and accountability will lower banks’ 
implementation costs and potentially accelerate 
benefits for society.
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Recent regulatory changes covering payments in Asia have been particularly significant 
for corporations and have been the subject of much discussion. Many new regulations 
concern currency and exchange limitations. So where does that leave the local CFO 
or treasurer faced with guiding a company through the choppy waters of international 
payment regulation?

Well-prepared CFOs and treasurers understand that rapid change brings opportunities 
as well as challenges. With a trusted banking partner, and some sage advice, the way 
forward can be made clearer.

Southeast Asia’s Regulatory Landscape
Payment regulation in the Asia-Pacific region is often designed to make institutions and 
markets resilient to stress and protective of local currencies, which poses a challenge. 
Across a range of Asia-Pacific jurisdictions the uptick in regulatory measures around 
payments and treasury management is unprecedented; and the regulation landscape is as 
diverse as the countries.

While Singapore, Hong Kong, Japan, and South Korea benefit from relatively stable 
environments, others have seen a surge in activity, specifically Southeast Asian countries 
and China. Regulation fatigue and confusion over the individual and cumulative impact of the 
changes means that cross-border organizations are challenged to work toward uniform modes 
of operation while simultaneously reconciling diverse domestic rules that cut across initiatives.

INDONESIA

Indonesian regulatory restrictions make cash pooling quite challenging. Indonesian Rupiah 
(IDR) can freely be converted to any foreign currency, but foreign exchange transactions 
by resident entities above USD $25,000 must be supported by an underlying document in 
addition to the statement letter required for lower amounts. Outgoing transfers in foreign 
currency over USD $100,000, not involving exchange, also require supporting documents.

In July 2015, the Indonesian central bank made it unlawful to use currency other than IDR 
for transactions within Indonesia and illegal to refuse such payments, under penalty of up 
to a year in prison. Pricing violations are subject to written warnings, fines or prohibition on 
further transactions.

Indonesian banks are banned from providing onshore or off-shore financing to non-
resident corporations, while residents with foreign-currency offshore debts are subject 
to hedging and liquidity ratios (greater than 25% and 70% respectively), and a minimum 
BB credit rating. 2015 rules also limit tax-deductible borrowing arising from debt to a 
maximum Debt-Equity Ratio (DER) of 4:1. The “reasonableness” of a taxpayer’s DER is 
among criteria used to assess the basis of interest rates on intercompany borrowing.

Asia-Pacific Payment Regulation:  
What CFOs and Treasurers  
Need to Know
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MALAYSIA

December 2016 regulations limited exporters to retain 
no more than 25% of export proceeds (goods only, not 
services) in foreign currency, with remaining proceeds 
to be converted to MYR. All services exports can be 
retained in foreign currency. A higher proportion of 
export proceeds are allowed with the approval of the 
regulator, Bank Nagara Malaysia, to meet obligations in 
foreign currency. Alternatively, exporters can reconvert 
the 75% of export proceeds to pay import and loan 
obligations for up to six month tenor, if transactions are 
supported by an underlying document.

Malaysian corporations must pay for domestic goods 
and services in MYR, and can only hedge up to six 
months of their foreign currency obligations selling MYR 
to buy foreign currency.

A resident entity is allowed to borrow up to 1-million 
ringgit for use within Malaysia, from any non-resident 
other than a financial institution. However, any amount 
can be borrowed to finance activities in the real estate 
sector in Malaysia from a non-resident entity within its 
own group or from a non-resident direct shareholder 
of that entity. The implication of this for corporates 
is that a parent company can grant any amount of 
intercompany loan to a Malaysian subsidiary and this 
can be denominated in MYR.

A resident entity with domestic ringgit borrowing is 
allowed to invest abroad in an onshore bank, other 
than a licensed international Islamic bank, up to a total 
RM50-million within a calendar year. The transaction 
must use foreign currency sourced from a foreign 
currency account or converted from ringgit, or foreign 
currency borrowing obtained from a licensed onshore 
bank for purposes other than direct investment abroad, 
or through the swapping of financial assets. For 
corporates this means that if a local Malaysia entity has 

MYR borrowing, its ability to “sweep” excess cash back 
to the parent company is capped, without the approval 
of the central bank.

Action checklist for CFOs and 
treasurers 

 � Anticipate risks, and integrate the costs 
within the business model.

 � Find solutions to protect against risk and 
changes. Hedge where possible to cover 
risks, though this is limited in Malaysia to  
six months.

 � Ask banks to leverage trapped cash  
(e.g. back-to-back financing such as an  
off-shore loan based on onshore cash)

 � Make ad hoc requests to the regulator to  
get cash out

 � Ask for more remunerative deposits

 � Maximize profits from local currency 
deposits:

 – In Malaysia, proceeds in MYR can earn 
3.25% p.a. via a special deposit facility 
offered through commercial banks until the 
end of 2017. Bank Negara Malaysia pays 
an additional 0.25% extra on MYR deposits 
from the conversion of FCY export 
proceeds.

 – In Indonesia, a withholding tax reduction 
scheme is available for export proceeds 
placed in onshore time deposits.

CHINA

In China, changes are frequent and can be unpredictable, 
with a recent raft of regulation by the People’s Bank 
of China (PBOC) and State Administration of Foreign 
Exchange (SAFE). The first window guidance on 
cross-border RMB pooling came in January 2016 after 
measures such as inflow/outflow cross-border pooling 
ratios had been in place.

Further guidance was issued in December 2016 and 
January 2017 to tighten control over cross-border 
flows. Regulators halted all cross-border cash-pooling 

approvals, except for one-way flows into China, and 
implemented a cross-border lending limit for all 
corporates fixed at 30% of the onshore lender’s equity. 
Additionally, any capital outflows from China greater 
than USD $5-million require prior approval on a case-
by-case basis from SAFE. In April 2017, the PBOC again 
relaxed window guidance for cross-border payments 
including the lifting of cross-border RMB payment/
receipt ratio controls in Shanghai and Beijing, and 
allowing cross-border payments for non-local clients in 
Shanghai only.
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How Does This Impact Banks?
Recent changes in currency controls in Malaysia 
and Indonesia have significantly affected the way 
corporations manage cash flow and hedging, especially 
multi-nationals that deal with multiple currencies in 
their supply chain. Though in China, the most recent 
relaxation of cross-border flow controls allows more 
flexibility to sweep cash in and out of China.

Banks must react with agility to help customers 
benefit from new opportunities while mitigating costs 
to comply with the new regulatory environment. The 
once inexorable rise of straight-through processing is 
being halted by the requirement to manually intervene 
in some transactions—such as money transfers and 
foreign exchange—to insert an extra layer of compliance 
screening or analyze paper invoices, for example.

Meanwhile, operational and sales staff will require 
training to understand a new landscape where 
revenues may be declining and in which there are fewer 
foreign exchange transactions and limited hedging 
opportunities.

So what are the options?

• Establish a relationship with a bank experienced in 
complex world payment issues is essential, a bank 
that is well-positioned to be a serious partner in 
guiding customers through the regulatory labyrinth.

• Consider back-to-back financing or off-shore lending: 
A bank can grant a loan secured on trapped cash in 
another country.

• Hedge against the foreign exchange risk, even 
though in some countries there are limitations.

• Make use of electronic payments: Integrate 
dematerialized versions of regulatory forms and 
supporting documents to smooth payment 
processes.

Longer Term Vision
To tackle critical cost issues and strategic decision-
making, organizations and individuals must keep 
abreast of these challenges and acutely understand 
current and future regulatory requirements and how 
they may impact the company portfolio.

Dialogue with a committed banking partner, supported 
by direct engagement with regulators, is key to this 
challenge. Keep lines of communication open. It 

is difficult to know what new regulations are in the 
pipeline—some regulators do not provide much 
visibility. But, as currencies grow stronger with the 
development of national economies, regulation  
could ease.
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Global non-cash transactions continue on a growth 
spree due to several factors, including strong growth 
in emerging markets. Emerging Asia and CEMEA 
contributed significantly to such growth, while mature 
markets grew at a subdued rate. Asia-Pacific is 
well represented in the top-10 global markets with 
China, South Korea, Japan, and Australia. The first 
two of these countries recorded double-digit growth 
rates. Overall global non-cash transaction volumes 
are poised for strong growth due to rising adoption 
of alternate payment instruments, growing financial 
inclusion and regulatory initiatives based on digital 
payment models, increasing financial literacy, and 
enhanced payments network infrastructure, especially 
in developing markets. Although the share of cash 
in the total payment volumes are on a decline in the 
majority of countries, CIC remained stable or increased 
slightly during the past five years. As CIC is increasing, 
it is expected that cash will continue to stay in the 
payments system for a longer term than estimated. 
Several countries in Asia Pacific have higher CIC to 
GDP ratios and there is an opportunity to increase their 
per capita non-cash transactions, which will accelerate 
their transformation into digital economies.

In the face of increasing regulations and regulatory 
scrutiny, banks must innovate while ensuring 
regulatory compliance and maintaining market share 

and positioning. Recently introduced KRIIs focus 
on opening up the banking infrastructure while 
standardizing security protocols. Banks need to 
upgrade infrastructure while ensuring that the emphasis 
on customized advanced financial solutions is 
maintained. Justifying the cost of innovation may prove 
difficult for banks as they face increased competition 
from TPPs. They may look to collaborate with TPPs 
to develop solutions and share expenses while 
maintaining a competitive advantage. Innovation and 
digital payments systems are expected to play a crucial 
part in the growth strategy of financial firms.

Although PSD2 implementation is imminent, there 
is uncertainty and a lack of standardization around 
security. This could result in fragmentation as national 
authorities transpose PSD2 laws differently. After 
PSD2 becomes operational, it could be another 13 
months before RTS go into effect; which may result 
in banks delaying their business strategies and losing 
momentum built during the implementation phase.

Currency controls in Malaysia and Indonesia are 
requiring corporations to change the way they manage 
cash flow and hedging, especially multi-nationals that 
deal with multiple currencies. While in China, relaxation 
of cross-border flow controls is allowing more flexibility 
to sweep cash in and out.

37

Closing Thoughts

2017 WORLD PAYMENTS REPORT–A PREVIEW

Closing Thoughts



2017 WORLD PAYMENTS REPORT–A PREVIEW

Section 1: Non-Cash Markets and Trends



39

2017 WORLD PAYMENTS REPORT–A PREVIEW

Section 1: Non-Cash Markets and Trends

Methodology

NON-CASH PAYMENTS 

This year’s World Payments Report offers insights on 
the payments markets in the following regions grouped 
by geographic, economic, and non-cash payment 
market maturity criteria:Europe: 

• North America: Canada and the U.S.

• Europe:

 – 19 Eurozone countries: Austria, Belgium, Cyprus, 
Estonia, Finland, France, Germany, Greece, 
Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, 
Portugal, Netherlands, Slovenia, Slovakia, and 
Spain

 – Four non-Eurozone countries: Denmark, Sweden, 
Switzerland, and the U.K.

• Mature Asia-Pacific: Australia, Japan, Singapore, and 
South Korea.

• Emerging Asia: China, Hong Kong, India, and other 
Asian markets.

• Latin America: Brazil, Mexico, and other Latin 
American markets.

• CEMEA: Poland, Russia, Saudi Arabia, South Africa, 
Turkey, Ukraine, Hungary, Czech Republic, Romania, 
and other Central European and Middle Eastern 
markets.

Data for Australia, Brazil, Canada, China, Hong Kong, 
India, Japan, Mexico, Russia, Saudi Arabia, Singapore, 
South Africa, South Korea, Turkey, and the U.S. were 
taken from the latest Bank for International Settlements 
(BIS) payment statistics Red Book (2015 data released 
December 2016).

Data for Europe, Romania, Czech Republic, Hungary, 
and Poland were taken from the ECB Statistical Data 
Warehouse (2015 data released September 2016). For 
the remaining countries, data were taken from central 
bank publications and websites. Macroeconomic 
indicators (gross domestic product [GDP] and 
population) were collected from the World Bank. 
Because of lack of reliable historical data trends, data 
for some countries have been estimated and grouped 
under the appropriate regional heading: other Asian 
countries, other Latin American countries, or other 
CEMEA countries.

Total non-cash circulation is the sum of check, debit 
card, credit card, credit transfer, and direct debit 
transactions. Due to the numerous revisions in official 
data made by the sources, along with changes in 
reporting methodology by various countries, data for 
previous years may diverge from data initially reported 
in WPR 2016. Wherever official data was available, 
we used the latest data published, even if restated 
for previous years. Wherever data was unavailable or 
substantially different, data were estimated on a linear 
basis. In case of countries where direct debit volumes 
were not available, we have assumed the data available 
for previous year.

Refinements to the Model: We have included Algeria 
and Morocco in Other Middle East and Africa region for 
better estimation of the region. We have fine-tuned our 
model to make our estimates more robust; however, 
there were no major changes to the methodology.
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ACH
Automated Clearing House

AIS
Account Information Services, a 
service provider category under 
PSD2

AML/ATF
Anti-Money Laundering/Anti-
terrorist financing

APAC
Asia Pacific and China

APCA
Australian Payments Clearing 
Association

API
Application Programming Interface

BCBS
Basel Committee for Banking 
Supervision

BIC
Bank Identifier code

BIS
Bank for International Settlements

BPO
Bank Payment Obligation is an 
irrevocable undertaking given by a 
bank to another bank that payment 
will be made on a specified 
date after successful electronic 
matching of data according to an 
industry-wide set of ICC rules

B2X Payments
Refers collectively to B2B, B2C, 
B2P, and B2G payments

C2X Payments
Refers collectively to C2C, C2B, 
C2P, and C2G payments

CAGR
Compound annual growth rate

CEMEA
Central Europe, Middle-East, Africa

CFPB
Consumer Financial Protection 
Bureau

CIC
Cash in Circulation

CIPS
China International Payment 
System

CMA
Competition and Markets 
Authority

CPSS
Committee on Payment and 
Settlement Systems

CRD IV
Capital Requirements Directive

CRR
Capital Requirements 
Regulation (European Union)

CSM
Clearing and Settlement 
Mechanisms

CT
CREDIT TRANSFER

EBPP
Electronic Bill Presentment and 
Payment

EBA
European Banking Authority

eBAM
Electronic Bank Account 
Management

ECSG
European Cards Stakeholders 
Group
ECB
European Central Bank

eIDAS
Electronic Identification and 
Trusted Service

EMV
Europay, MasterCard, Visa

EPC
European Payments Council

EU
European Union

FATF
Financial Action Task Force

GPI Initiative
Global Payments Innovation 
Initiative

GDPR
General Data Protection 
Regulation

IFR
Interchange Fee Regulation

ISO
International Organization for 
Standards

KRII
Key Regulatory Industry 
Initiatives

NPCI
National Payments Corporation 
of India

New York State DFS
New York State’ Department of 
Financial Services

NIS
The Network and Information 
Security (NIS) Directive is aimed 
at increasing cooperation 
between member states in the 
EU on cyber security

mPOS
Mobile Point of Sale
 
OBWG
Open Banking Working Group
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OCC
Office of the Comptroller of 
Currency in U.S.

OECD
Organization for Economic Co-
operation and Development 

PBoC
People’s Bank of China

PIS
Payment Initiation Services, a 
service provider category under 

PSD
Payment Services Directive

PSD2
Revised Payment services 
Directive

PSP
Payment Service Providers

PSU
Payment Service Users

RTS
Regulatory Technical Standards

SCA
Strong Customer 
Authentication

SCS
SEPA Cards Standardization

SEPA
Single Euro Payments Area

SVF
Stored Value Facilities

SWIFT
Society for Worldwide Interbank 
Financial Telecommunication 

TDSR
Total Debt Servicing Rules

TPP
Third Party Players

VAMS
Virtual Account Management 
Services
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About Us

About Capgemini

With more than 190,000 people, Capgemini is 
present in over 40 countries and celebrates its 50th 
Anniversary year in 2017. A global leader in consulting, 
technology and outsourcing services, the Group 
reported 2016 global revenues of EUR 12.5 billion. 
Together with its clients, Capgemini creates and delivers 
business, technology and digital solutions that fit 
their needs, enabling them to achieve innovation and 
competitiveness. A deeply multicultural organization, 
Capgemini has developed its own way of working,  
the Collaborative Business ExperienceTM, and draws  
on Rightshore®, its worldwide delivery model.

Learn more about us at www.capgemini.com 

About Capgemini’s Financial Services

Rightshore® is a trademark belonging to Capgemini

Capgemini’s Financial Services Business Unit offers 
global banks, capital markets firms, and insurers 
transformative business and IT solutions to help 
them nimbly respond to industry disruptions, to give 
their customers differentiated value, and to expand 
their revenue streams. A team of more than 55,000 
professionals collaboratively delivers a holistic 
framework across technologies and geographies, 
from infrastructure to applications, to provide tailored 
solutions to 1000+ clients, representing two-thirds 
of the world’s largest financial institutions. Client 
engagements are built on bar-setting expertise, fresh 
market insights and more than a quarter century of 
global delivery excellence. 

Learn more at www.capgemini.com/financialservices

About BNP Paribas and BNP Paribas Cash 
Management

BNP Paribas has a presence in 75 countries with 
more than 185,000 employees, including 145,000 in 
Europe. It ranks highly in its two core activities: Retail 
Banking & Services (comprised of Domestic Markets 
and International Financial Services) and Corporate & 
Institutional Banking. Nominated the World’s Best Bank 
in the Euromoney Awards for Excellence 2016, BNP 
Paribas provides cash management services to more 
than 40,000 corporate clients around the world and 
has a local presence on all continents. Our community 
of 2,500 Cash Management professionals operates 
across BNP Paribas’ international network, in 208 
business centres in 57 countries, covering more than 
130 currencies. BNP Paribas has been designated  
No. 1 Trade Finance Bank and No. 1 Cash Management 
Bank in the European large corporate sector, in the 
latest Greenwich Associates research.

Visit www.cashmanagement.bnpparibas.com

https://www.capgemini.com/about/how-we-work/the-collaborative-business-experiencetm
http://www.capgemini.com/about/how-we-work/rightshorer
http://www.capgemini.com
https://www.capgemini.com/banking-and-capital-markets
https://cashmanagement.bnpparibas.com/
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