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The Euro Retail Payments Board

Collaboration to foster innovation



1. The Euro Retail Payments Board: Governance arrangement ECB-UNRESTRICTED
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Moderador
Notas de la presentación
Payments, securities and collateral management = network industry

In network industries there is the need for cooperation to be able to produce and to compete

Cooperation means involvement of all relevant stakeholders, not only banks / payment service providers, but also consumers, retailers, corporates etc.



1. The Euro Retail Payments Board ECE-UNRESTRICTED

The ERPB was created by ECB Governing Council (2013)
to:

» address retail payment issues in their broadest sense at European level
by means of a European high-level dialogue between banks, other
payment service providers and end-users of payment services

« contribute to and to facilitate the creation of an integrated, competitive
and innovative market for euro retail payments in the EU, based on a
level playing field.

e start of a new phase in the European retail payments integration process
after the SEPA migration

A cooperative approach reinforced by the Europe-wide
reach of the ERPB, combined with an output-driven
focus
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1. The Euro Retail Payments Board: Composition ECB-UNRESTRICTED
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1. The Euro Retail Payments Board: Building blocks ECB-UNRESTRICTED

Lean vody
Concrete outcome at the Strateg | C level
CO NSEeNSUS -based decisions

VO I u ntary commitment
Establishment of WOTKING groups, inviting

[ acknowledging standing industry groups

Transparency www.erpb.eu



Moderador
Notas de la presentación
A lean body – bringing together representatives from the demand and supply side of the euro retail payments market on an equal basis, with the participation of the EC as observer and central banks as active participants
Concrete outcome at the strategic level – the ERPB takes stance, makes recommendations or invites certain stakeholders to act at strategic level on relevant matters, not interfering with low-level technical details
Decisions are made based on consensus – consensus: lack of major disagreement by any members
Based on voluntary commitment – the ERPB has no formal legal powers, its actions are not legally binding but are based on the commitment (at the high level) of its members
Establishment of working groups, inviting / acknowledging standing industry groups – to achieve its objectives the ERPB establishes working groups consisting of experts nominated by its members and active participants and co-chaired by volunteering supply side and demand side members
Transparency – final ERPB documents as well as work plan and meeting statements are published – www.erpb.eu


1. The Euro Retail Payments Board: Main achievements

Since its creation the ERPB achieved progress towards
Integrated, innovative and competitive retail payments in
euro in the EU in the following fields:

Post migration issues related to SCT and SDD

Pan-European e-mandates
Technical standards for card payments
Instant payments
P2P mobile payments

Mobile and card-based contactless proximity
payments
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Payment initiation services

Opening up the payments market



2. Payment initiation services

E-commerce, payments and payment solutions?

EU (2015): 43% of individuals have ordered/bought goods or
services for private use over the Internet in the last three months

 E-commerce is the one sector of commerce growing rapidly

 Web-merchants and customers have to do with old-fashioned
retail payments, not adapted for the internet experience and
lacking convenience and security (e.g. Card-not-present payments)

 The incumbent providers might have been a bit too slow in adapting
their retail payment services to the e-commerce environment

o Lack of efficient, safe and reliable e-commerce payment solutions
at Europe-wide or worldwide scale

10 www.ech.europa.eu ©


http://4.bp.blogspot.com/-mDKcNyuHSKE/TmOqxE9OdgI/AAAAAAAAAkg/SBye10cwAKI/s1600/desktop-computer.jpg
http://www.google.nl/imgres?imgurl=http://www.digitaltrends.com/wp-content/uploads/2013/04/Samsung-ATIV-Book-6_front8.jpg&imgrefurl=http://www.digitaltrends.com/computing/samsung-intros-ativ-book-5-ultrabook-and-ativ-book-6-laptop/&usg=__WQAvbnVz45lSCDVwT8SM7YuSqgQ=&h=1614&w=2323&sz=191&hl=en&start=9&zoom=1&tbnid=uvRdzx1G0qkp1M:&tbnh=104&tbnw=150&ei=WYqTUaCWE8KWtAamuIDQDQ&prev=/search?q=laptop&hl=en-NL&gbv=2&tbm=isch&itbs=1&sa=X&ved=0CDwQrQMwCA

2. Payment initiation services: PSD2

ECB-UNRESTRICTED

A legal push: The revised Payment Services

Directive (PSD2)

Formalises access to payment
account by third parties

Provision of
payment initiation
and account
information
services requires
authorisation

Account holding
institutions can
only deny access
in case of no
authorisation or
fraud

To be transposed in Member States national

legislation by 13 January 2018
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2. Payment initiation services: What is it?

Payment initiation services - what is it?

 Aninnovative payment solution for e-commerce payments, based
on initiating a credit transfer from your existing payment account

Consumer Payment Initiation Service Provider Bank
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Merchant Processor Card scheme

 Payment Services Directive 2 (PSD2) will regulate account access
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2. Payment initiation services: History and future

o Started being offered in 2005, aimed at e-commerce merchants to
let their clients initiate a payment by re-using their online banking
facility with or without (!) permission of “account-servicing” banks

» ECB issued security recommendations (based on cooperation of
overseers + supervisors) (2013)

» ECB facilitated round-table sessions with providers and banks to
start a dialogue (2012-2013), and to be of help for the drafting of the
proposal for a revised Payment Services Directive (PSD2)

« European legislation, PSD2 + EBA draft RTS*, as of 2018:

EBA =
RTS =

consumers have the right to use “third-party providers (TPPs)” to initiate a
payment order from their payment account if the latter is accessible online;
banks must execute the transaction and provide all available information;
banks must offer an interface for TPP identification, secure communication, and
for relying on the authentication procedures of the bank.

European Banking Authority
Regulatory Technical Standards
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2. Payment initiation services

Issue arising... we need standardisation of interfaces

o Around 3,400 Banks offer SEPA credit transfers (SCT)
o Initially, each of these Banks would offer its proprietary interface

o Each TPPs needs to do a technical project for the interaction with
each of these Banks

o To limit costs, while ensuring sufficient reach, TPPs might choose to
operate only with large banks (i.e. those with the most consumers)

o Moreover, TPPs might choose to operate only at national level

» PIS - although based on SCT - would not work for all Banks and/or
not across borders

» ECB/Eurosystem concern: renewed fragmentation at TPP level
(after successful integration of credit transfer into SCT)

» ECB is willing to facilitate industry standardisation process to
harmonise individual bank interfaces in advance of the ‘go-live’ date
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2. Payment initiation services: ERPB

ERPB involvement in payment initiation services

* In October 2016, relevant market representatives were approached
In order to gain a thorough understanding of how the market is
organised and how it may change

e Consensus on the objective of the provision at pan-European level;
allowing the emergence of a well-functioning market in which
multiple TPPs would compete with each other and merchants could
use any one of them to reach customers throughout the EU

» In November 2016, the ERPB supported further work and mandated
a working group, involving relevant actors beyond the ERPB
membership, to define, by June 2017, a common set of technical,
operational and business requirements for the development of an
Integrated market for PIS
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2. Payment initiation services: ERPB working group

Further work needed

 The working group identified relevant issues and has succeeded in

defining several common requirements:

* harmonisation of the authorisation process for TPPs

« standardisation of technical aspects of certificates for identification
» “directory services” with up-to-date information on TPPs

« standardisation of dispute handling process

e harmonisation of testing

 information sharing from TPPs to banks for fraud prevention.

» As the working group did not yet deliver on all parts of its mandate,
It was invited to present its final report - taking account of the
finalisation of the EBA RTS on authentication and communication —
In November 2017.
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2. Payment initiation services: Conclusions

* Legislation cannot establish an efficient cross-border payment
service without the market delivering the necessary building
blocks

 Work of ERPB is unique and crucial to get to common
requirements

* PIS impacts specifically e-commerce transactions, which used
to be covered by banks’ payment cards

 Moreover, combined with Instant Payments, PIS will impact
physical point-of-sale transactions, which are covered by cash
and by banks’ payment products such as payment cards

* Technologically-advanced banks will respond to the new
challenge by becoming PIS-providers themselves! Other banks
might struggle to remain relevant for their customers as
regards retail payments...
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Instant & P2P mobile payments

A real-time, mobile payment future
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3. Instant & P2P mobile payments

Payments are following a universal trend

4 @ )

Faster

Instant

_ instant
D+l payments
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3. Instant & P2P mobile payments

Increasing speed in payments — a worldwide ambition

Implementations exhibit notable differences across
jurisdictions that will likely persist as new
Implementations emerge

RTGS :
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2007 -'
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g:!:: : 3221‘:: 2014 Bkm Express : .
. 2013 IBPS ) ZENGIN
SPEI UAEFTS BD-RTGS
2004 2012 o 2015
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CENIT 2011 2013 ERENTAS
2014 M-PESA 287
] 2007
SITRAF
2002
TRF : NPP
2008 S gt
RTC .
2006

Sources: InstaPay.today (2017), CPMI (2016)
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Moderador
Notas de la presentación
Speed and convenience for end users of retail payments: notable innovations in CPMI jurisdictions
Trend towards fast payments likely to continue
Fast payment implementations currently exist in more than 10 CPMI jurisdictions with fast payment proposals or initiatives in a growing number of other jurisdictions. 
Important market development, although barriers to implementation may exist.


Initiatives on global level for cross-border and cross-currency instant payments, e.g. by the International Payments Framework Association (IPFA)�http://ipf-a.org 




3. Instant & P2P mobile payments

Euro Retail Payments Board conclusions related to instant payments

a Need f | \ (Instant payment solutions should be)
eeE or at least one developed at the pan-European
pan-european instant level or, at least be interoperable

payment solgggn fog e‘é[‘f with those solutions based on the
open to any in the same payment instrument

K (Dec. 2014) / wune 2015) j
‘\ /’ Emphasized importance of\

scheme design ; “ effective & efficient clearing
roposal prepared & settlement infrastructure

pbypthe ESrogean ’: -t‘ for acceptance and success

Payments Council ‘ i of instant payments

k (Nov. 2015)% (June 2016) j

-

Supply side of the industry to increase the momentum towards
Implementing the SCT Inst scheme so that instant payments in
euro become available to end users at pan-European level
k starting from November 2017 (June 2017) D
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3. Instant & P2P mobile payments: Main features

Electronic retail payments

Payment instrument

... neutral
24/7/365 availability (credit transfer, direct [ il

debit, payment card)

SEPA Direct Debit Mandate

P ity s I CHAT

Neutral to underlying
arrangements for
clearing and
settlement

Confirmation to payer
within seconds of
payment initiation

(Close to) immediate
clearing between
payment service

providers

(Close to) immediate

availability of funds
to the payee

050
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[Based on the definition agreed by the Euro Retail Payments Board in December 2014]



ECB-UNRESTRICTED

3. Instant & P2P mobile payments: European Payments Council scheme

Instant SEPA Credit Transfer scheme

Following agreement within the ERPB, the European Payments Council (EPC) has
drafted a scheme rulebook for instant credit transfers with SEPA-wide reachability

— The rulebook is published on 30 November 2016 and expected to be implemented by
November 2017

@O®

The money will :  ltwillapplyto SCT Inst . Transactions will
be available on : credittransfers  : transactions will : be possible in the
the account of made ineuro, up 1 he gvailable  : 34 countries which
the payee within : fo an initial ; 24/7/365 are within the
; d © maximum amount ' : scope of the
en seconas. of 15,000 euro. current SEPA
' . schemes.

Source www.europeanpaymentscouncil.eu
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http://www.europeanpaymentscouncil.eu/

3. Instant & P2P mobile payments: Use cases

/Person-to-person\ / Payments at the \
mobile payments physical point of sale

5
BB
. /

/E- and m—commerca ﬁf’aying at the mobila
payments point of interaction

\é H&/
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http://www.europeanpaymentscouncil.eu/

3. Instant & P2P mobile payments

The future 1s mobile

* There will be 11.6 billion mobile-connected devices by 2021
« Global mobile devices and connections grew to 8.0 billion (2016)

e Smart devices represented 46 percent of the total mobile devices
and connections in 2016

 Mobile network connection
speeds will increase
threefold by 2021

 The Middle East and Africa
have the strongest
mobile data traffic growth (2016)

Source Cisco

Thus most retail payment innovations are mobile focused
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Moderador
Notas de la presentación
Worldwide mobile payment transactions will surpass $171.5 billion in 2012, up 62% from $106 million last year (Gartner, 2012) 

A mobile device is a handheld machine: 
- connected to other devices or systems via radio technologies or via telecommunication networks based on wireless technology (e.g. GSM/GPRS/UMTS, WiFi, NFC, RFID, Bluetooth), and 
- designed with a multimedia interface for user interaction (e.g. display, keyboard, sound-speaker), and 
- equipped with a storage facility for “user identification data” (for instance a SIM card, other UICC, or a micro-SD card). 

What is “handheld”? We think that a tablet-PC (iPad) is at or already over the borderline.




3. Instant & P2P mobile payments

Mobile proxy — a key enabler to seamless P2P mobile payments

Currently in Europe the IBAN is the unique payment identifier:
» Difficult to remember

» Not easy to use

» Slow to enter when initiating a payment

A mobile payments identifier (e.g. mobile phone number) is needed to
encourage the take-up of mobile and thus instant payments

National European solutions do exist that map the mobile number to the
IBAN however there is no interoperable pan-European solution

ERPB recommendation on P2P mobile payments:

EPC invited to facilitate cooperation between European P2P mobile
solutions to ensure interoperability -> Mobile proxy forum established
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3. P2P mobile payments: Mobile proxy forum

Objectives and focus

e Objective: interoperability
between P2P mobile solutions Solution 1
that allow users to make database

payments using a proxy to
Solution 4 u_
database

identify the payee’s account

« Key deliverable: a standardised
proxy lookup (SPL) service for
exchanging data between P2P
mobile payment solutions

Il Solution 2 u
database

44

 |nitial focus on mobile phone
numbers as proxy + IBAN as
account identifier

Solution 3 \
database
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3. Instant & P2P mobile payments: Conclusions ECB-UNRESTRICTED

e [nstant payments potentially the “new norm” for retail

payments
— Impact on other means of payment (e.g. cash, cards)
— Instant payments will grow particularly strongly in e-commerce

 P2P mobile payments will be a key driver for instant

payments in Europe
— A standardised proxy lookup service is needed to enable cross border

P2P mobile payments

 Central banks increasingly involved in their roles as

catalysts, operators and overseers
— Implications for other institutional functions under analysis (e.qg.
supervision, banknote issuance, monetary analysis)
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Conclusions

* |Involvement of all relevant stakeholders is key in getting
efficient retail payments (ERPB)

 |nstant payments potentially the “new norm?” for retail

payments
— Impact on other means of payment (e.g. cash, cards)

— Instant Payments will grow particularly strongly in e-commerce

« PSD2 facilitates access of new players to payment accounts:
A successful implementation of PSD2 needs further

harmonisation work.
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The move towards Instant Payments



ECB-UNRESTRICTED

Thank you
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2. Instant payments: The “layers” — end user solutions

—

» Cooperatively or competitively developed on
the market

» Expected to enable pan-European reach

through interoperability

A credit Transfer

(SCT Inst) scheme as basis for pan-
European euro instant payment
solutions based on credit transfer

Intrabank

Bilateral interbank

ACH

“Point-to-point network”

» Deferred net settlement (with
cash or securities collateral)
Real-time gross settlement
(in RTGS system or a
dedicated module of it)
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2. Instant payments: The “layers” — scheme

» Cooperatively or competitively developed on
the market

End- * Expected to enable pan-European reach

user
solitics

/

» |[nstant SEPA Credit Transfer

(SCT Inst) scheme as basis for pan-
European euro instant payment
solutions based on credit transfer

o mtrabpank

» Bilateral interbank

« ACH

* “Point-to-point network”

» Deferred net settlement (with
cash or securities collateral)
Real-time gross settlement
(in RTGS system or a
dedicated module of it)
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2. Instant payments: The “layers” — clearing & settlement

» Cooperatively or competitively developed on

the market
End- » Expected to enable pan-European reach
USET through interoperability

solutions

» |[nstant SEPA Credit Transfer
(SCT Inst) scheme as basis for pan-
European euro instant payment
solutions based on credit transfer

Interbank
Bilateral interbank
ACH

“Point-to-point network”

Deferred net settlement (with
cash or securities collateral)
Real-time gross settlement
(in RTGS system or a
dedicated module ofJ

33 www.ech.europa.eu ©



2. Instant payments: Clearing & settlement models

Model 1 - Deferred settlement Model 2 - Real-time settlement

Payer Recipient Payer Recipient

Funds

Funds
available

Instruction

available

PSP 1 PSP 2

PSP 2

activities

] | F)
: Motification | ; I - Notificati )
i i Real t|rne,"_ : Transmission otification -
- Pt ! near-real time | '
“:’"“{ :‘"“"“""‘H".‘“"T """"" : I
2 earnn, 1
e it P : et ' ;
. P 1 Clearing :

|
% fl

Settlement
Real time/
near-real time

Settlement

Settlement

il Psp 2
notification | e oot

Deferred

Source: CPMI Fast Payments Report (Nov 2016)
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Moderador
Notas de la presentación
Model 1 – fast payment system with deferred settlement 

In this case, transactions are transmitted, confirmed and notified in close to real time to the PSPs involved, but the inter-PSP settlement takes place after the payee’s PSP has credited the funds in the payee’s account. That is, the discharge of individual payment obligations between the payer and payee are clearly separated from the discharge of the obligations between participating PSPs. The fast payment system in charge of the clearing processes will generally calculate, in close to real time, the multilateral net debit or credit position of each participating PSP after each individual payment is processed. The legal offsetting of the individual transactions in the net position may occur in close to real time or be deferred to a point before settlement takes place, corresponding to different cut-offs during the operational day. The multilateral net positions between the participating PSPs may be settled once or multiple times per day. Settlement may take place in a dedicated infrastructure or in a system also used for other purposes in which participating PSPs hold accounts, such as the local RTGS system. 

Some fast payment systems that follow this model are IBPS in China, IMPS in India, Jiffy in Italy, the EBS and CD/ATM System in Korea, FAST in Singapore, RTC in South Africa, BKM Express in Turkey, FPS in the United Kingdom, and the forthcoming FR-ACH in Saudia Arabia. 

In theory, several variants of this model are possible. For example, netting or settlement could be bilateral between each pair of participating PSPs, instead of multilateral. Also, deferred settlement could take place without netting, in which case each participating PSP would send the aggregate amount of outgoing payments and receive the aggregate amount of incoming payments even if net liquidity is used for settlement. This last variant is not commonly observed, as netting (be it bilateral or, most frequently, multilateral) allows for savings in the liquidity required for settlement and is thus usually applied in fast payment systems that defer settlement. IBPS in China is an example of a system that involves bilateral netting, whereas IMPS in India, Jiffy in Italy, EBS and CD/ATM System in Korea, FAST in Singapore, BKM Express in Turkey, and FPS in the United Kingdom involve multilateral netting. 



3. P2P mobile payments: Mobile proxy forum

Mobile proxy forum (MPF) established

 Membership is open to parties with a vested interest in pan-
European P2P mobile payments

« Steering Committee with currently 38 members and two observers
(European Commission, ECB)

« Currently three working groups: technical, legal, market
Implementation

 EPC provides the secretariat and publishes agendas and minutes
on its website (transparency)
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3. P2P mobile payments: Mobile proxy forum

Current status

* Rules for the SPL service have been published (April 2017)

» Possible technical architectures for the SPL service are being
Investigated

* Legal analysis focusing on data protection and privacy regulations
as well as aspects of competition law

e Market implementation WG preparing a request for information to
potential vendors
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3. P2P mobile payments: Mobile proxy forum

Key challenges

«Private funding — need
for business case

ePublic funding — need
for legal basis

*Prevent delays that
may adversely affect
the uptake of SCT Inst

Technology

*Use European
Commission eDelivery
or build from scratch

*Centralised or
decentralised
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3. P2P mobile payments: Mobile proxy forum ECE-UNRESTRICTED

Technology

Centralised vs decentralised
« The MPF has always focused on a solution with a central hub

e This approach was confirmed by the Steering Committee Iin
December 2016

e But: some MPF members still want to consider a decentralised
approach

Technical architecture

e Two main options:

— European Commissions Connecting Europe Facility (CEF) eDelivery solution
to securely exchange data and documents

— Building the SPL service from scratch, based on the agreed rules
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