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IN THE NEWS

HKMA Ushers
in the Smart
Banking Era

The Hong Kong Monetary Authority (HKMA) launched in 2018
several key initiatives designed to usher in a new era of Smart
Banking in the country. According to HKMA Chief Executive Norman
Chan, who first announced the program in September 2017, the aim
is nothing less than the transformation of Hong Kong’s financial
ecosystem.
Chief among these new initiatives is the publication of an Open
Application Programming Interface (API) Framework. Unveiled this
past July, the Framework is intended to serve as a regulatory guide
for fostering collaboration and innovation between the banking
sector and third-party service providers (TSP), while developing
secure solutions that enhance the customer experience. In addition
to the publication of the Framework, HKMA has also launched
Open API on its official website, featuring data sets most commonly
accessed by the banking public, an example HKMA expects other
domestic financial institutions will follow.
HKMA’s Smart Banking agenda was recently further advanced
with the release of the new Faster Payment System (FPS). With
participation from banks as well as numerous stored value facilities
(SVFs) operators, FPS allows customers to make and receive
payments in real time – any time – via an email address or mobile
phone number.
A cornerstone of HKMA’s Smart Banking initiative is the establishment
of collaborative relationships with international institutions
and regulatory authorities. In early September, HKMA signed a
cooperation agreement with Banco Central do Brasil to enhance
collaboration in fintech, and in March signed a Memorandum of
Understanding with the Polish Financial Supervision Authority to
promote innovative fintech solutions across the financial spectrum.
Most notably, HKMA has joined several other regulatory bodies as
members of the Global Financial Innovation Network (GFIN). For
more information on GFIN and its activities, see page 10.
In support of faster cross-border payments and the promotion of trade,
HKMA and the Bank of Japan earlier this year (April) announced plans
to interconnect their two systems. Said to be the first collaboration
of its kind in central banking, the integration will facilitate the
real-time settlement of each country’s respective currency and
eliminate exorbitant exchange fees. Full integration is hoped for
by 2021.

PTEMBER 2018
FintechsS EGain
Traction
with Central Banks
and Regulators
The embrace of financial technology (fintech)
and the recognition of its broader implications
gained significant momentum throughout
2018, as several central banks and regulatory
authorities established fintech working groups
and entered into cross-border collaborative
agreements.
Singapore, considered by many observers to be
the region’s most innovate nation in this space,
strengthened its position in 2018 through the
establishment of numerous fintech working
groups and cooperative agreements. In late
August, the Monetary Authority of Singapore
(MAS) and the Dubai Financial Services
Authority (DFSA) signed a FinTech Agreement to
allow referrals of innovative fintech businesses
between the two authorities. In June, MAS and
The Department of Economic Affairs (DEA),
Government of India, signed a Memorandum
of Understanding (MoU) to enhance fintech
innovation by establishing a joint working
group. These partnerships are among many
relationships established by MAS in 2018,
joining similar agreements entered into earlier
in the year with the central banks of Lithuania,
Egypt, and Vietnam.
Similar developments have occurred elsewhere
in Southeast Asia. In August, the Cambodian
Fintech Association (CFA) was established, a
key step in the development of the country’s
emerging financial sector. CFA plans to join the
ASEAN Fintech Network in the near future and
has also signed a MoU with fintech associations
in Singapore, Taiwan, and Thailand. Bangko
Sentral ng Pilipinas (BSP) announced in July of
this year the creation of a blockchain and fintech
unit. Part of BSP’s broader effort to promote
digital payments, this new unit will be overseen
by officer-in-charge of Financial Technology
Sub-Sector (FTSS) Vicente de Villa III.
In July, Turkey announced the formation of
its own fintech task force. Counting among its
members representatives from the Central Bank
of Turkey and executives from other government
agencies, the Financial Technologies Permanent
Sub-Committee will be charged with creating a
national fintech strategy and establishing Turkey
as a global hub for fintech innovation.
Earlier this year, fintech units were established
by the South African Reserve Bank (SARB)
and the Central Bank of Ireland, respectively,
while various central banks in the Caribbean
Community (CARICOM), chaired by the Bank of
Jamaica, formed a Fintech Work Group to foster
collaboration and information sharing.
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New RTGS Live
in Denmark
Kronos2, Denmark’s new real-time gross
settlement (RTGS) system, is now live. After
several years of collaborative preparation
between Danmarks Nationalbank and
the Danish financial sector, Kronos2 has
replaced the country’s existing customeroriented payment systems. The new
system was announced on 20 August
and is a customized version of the Perago
system, also used in Sweden and Norway.
According to the press release, Kronos2
affects a large part of the financial sector,
connecting banks, mortgage banks and
settlement systems to an advanced
online bank and securing safe and realtime transfer of Danish kroner. The new
system will also enable the introduction
of the kroner as a settlement currency in
the cross-European Target2-Securities
(T2S) platform.

South Africa’s DLTBased Interbank
Settlement Trial
a Success

The South African Reserve Bank (SARB)
has released its report on Project Khokha,
a 14-week ‘real-world’ trial of interbank
wholesale settlement using a tokenized
South African Rand on distributed ledger
technology (DLT). At the report launch on
5 June, Deputy Governor François Groepe
confirmed the success of the collaborative
project, which showed that “the typical
daily volume of the South African
payments system could be processed in
less than two hours with full confidentiality
of transactions and settlement finality.”
Khokha is the first project from SARB’s
Fintech Unit, formed in August 2017, and
builds on initiatives undertaken by central
banks in Brazil, Canada, Europe, Japan
and Singapore. SARB does not intend to
replace its existing settlement systems at
this time, but confirmed that the bank will
contribute further to the international body
of work in DLT-based systems.

Photo credit: Danmarks Nationalbank

New Developments
in Iran’s Digital
Payment Ecosystem
Fintech recently received a boost in
Iran with a new agreement that saw the
Central Bank of Iran’s (CBI) payments and
settlement network, Shaparak, authorize
six major fintech firms in the country. The
1 September move comes just over a year
since the establishment of the Iran Fintech
Association and just a week after CBI
released its latest version of part one of
a new legal framework for the operation
of fintechs. CBI is now reported to be
finalizing the last of six documents outlining
general guidelines and frameworks for
non-bank financial services, expected by
March 2019.
Iran has also been busy on the crypto
side. On 22 September, CBI released
a framework to guide Iran’s growing
cryptocurrency sector and earlier in the
month formally recognized crypto-mining
as an official industry. In light of the nation’s
April 2018 ban on crypto trading, the news
came as a surprise to many. Local media
have reported a possible lift on the ban
to coincide with the crypto framework
release. These developments come
alongside CBI’s recent announcement
that it is looking into a central bank digital
currency pegged to the Rial, based on
Hyper-ledger Fabric Platform technology.
The CBDC initiative will roll out in two
phases: phase one sees the Rial-backed
crypto used as a token and interbank
payment instrument, and the second will
involve its use for retail payments. The
CBDC developer, Informatics Services
Corporation, and CBI anticipate its release
by the end of 2018. See more CBDC news
on page 15.

Bank of Thailand To
Develop ‘Milestone’
CBDC Prototype
The Bank of Thailand has announced a
new initiative to design and develop a
prototype for wholesale funds transfer by
issuing a wholesale central bank digital
currency (CBDC). Project Inthanon –
named after the country’s tallest peak – will
run on Corda, a DLT platform developed by
the blockchain firm R3. The collaborative
initiative will be led by the central bank, R3,
and eight participating Thai banks, and is
expected to wrap up by early 2019.
According
to
Governor
Veerathai
Santiprabhob, the Bank’s goal is not to
fast track the use of CBDC, but rather “to
explore its potential and implications for
back office operations.” The Governor
further noted, “these efforts should pave
way for faster and cheaper transaction
and validation due to less intermediation
process needed compared to the
current systems.”
Over recent months the Thai central bank
has demonstrated a strong commitment
to blockchain technology, with the launch
of the Thailand Blockchain Community
Initiative, as well as a regulatory sandbox
that is exploring blockchain applications
for cross-border payments, supply chain
financing, and document authentication.
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Federal Push for Financial Innovation
The Office of the Comptroller of the Currency (OCC) is moving ahead to consider charter
applications from non-depository fintech firms. The independent bureau, embedded within
the United States Department of the Treasury, announced the decision in late July. “Providing
a path for fintech companies to become national banks,” said Comptroller of the Currency
Joseph M. Otting, “can make the federal banking system stronger by promoting economic
growth and opportunity, modernization and innovation, and competition.”
Potential applicants have noted that the requirement that national banks must become
members of the Federal Reserve System presents a hurdle. However, support for the
much-anticipated charter may prompt the Fed to address the issue.
The OCC announcement came hours after the Treasury unveiled an extensive report that
endorsed the charter. Giving non-banks a significant boost, the Treasury’s Nonbank Financials,
Fintech, and Innovation report seeks to modernize the country’s regulatory framework with
over 80 recommendations designed to accelerate innovation in the financial sector. Among
the recommendations, the 31 July report expressed the Treasury’s commitment to establishing
regulatory sandboxes to promote innovation.

At a Glance
Banco de Portugal, in partnership with two regulators and
Portugal Fintech, launched a new innovation hub, Portugal
FinLab, on 10 September. The platform links financial innovators
to Portuguese regulators, which provide opinions on regulatory
issues that may arise from the implementation of new projects.
Portugal FinLab is distinctive for joining all Portuguese financial
regulators in one hub, with start-ups and incumbent institutions
being led directly to the regulator for feedback. Portugal
FinLab is accepting the first batch of applications between 10
September and 7 October.
The New Payment System Operator (NPSO), the UK’s leading
payment authority, has extended a call for applications to join its
new specialist advisory groups. Industry players that participate
in the first batch of groups will have the opportunity to shape
the design and delivery of the New Payments Architecture
(NPA). “The NPA will be the biggest change to the way
payments are processed in the UK since the 1960s,” said NPSO
Chief Executive Paul Horlock. “We look forward to broadening
the discussion across this multi-faceted programme to ensure
it delivers the widest range of benefits possible.” The closing
date for applications is 5 October 2018.
More competition in the growing cross-border payments
space with IBM’s announcement of Blockchain World Wire.
The new service can simultaneously clear and settle crossborder payments in near real-time. World Wire uses blockchain
technology and the Stellar protocol to enable financial
institutions to use existing payment systems, while connected
to World Wire’s APIs, to convert the first fiat currency into
the digital asset. The transaction is completed when the
digital asset is simultaneously converted into the second fiat
currency. Stable coins, central bank digital currencies, or other
digital assets may be used as the bridge between the two fiat
currencies. IBM will demo World Wire in October 2018.

Interbank instant payments are now a reality in Lithuania. As
part of the Bank of Lithuania’s CENTROLink system, the instant
payment service is now available to 16 countries in Europe
and will eventually be available to countries across the Single
Euro Payments Area (SEPA). Marius Jurgilas, Member of the
Board of the Bank of Lithuania, said “we are among the first in
Europe to have bravely opened up the instant payments area
to the market. A participant in our system sent money using
the new method and, in 3 seconds, it appeared in the payees’
accounts with commercial banks in Estonia and Spain.” The pilot
was conducted with participation from money transfer service,
TransferWise.
Bank Indonesia is moving forward with its plans for national
standardisation of Quick Response (QR) payments after
successfully wrapping up the project’s tech-intensive first phase.
The initial pilot tested the interoperability of QR transactions
with telcos, banks, and fintech firms and solved technical issues,
while the second phase will sort out administrative issues. BI is
now planning three test runs with stakeholders and will develop
regulations based on the results.
In a 12 September letter to the European Parliament, European
Central Bank President, Mario Draghi, confirmed that the “ECB
and the Eurosystem currently have no plans to issue a central
bank digital currency.” While the ECB remains committed
to investigating potential currencies to “complement” cash,
Draghi cites the vulnerability of underlying technologies
and risks inherent to competition with the banking sector as
sizeable barriers. Furthermore, writes Draghi, continued cash
demand across the EU, multiple digital payment options, and
the upcoming TIPS service preclude the need for a CBDC at
this time.
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PEOPLE ON THE MOVE
Has there been movement in your payments/market infrastructure department?
Let CBPN know and we’ll include the news in our next issue.
Payments Canada has announced that Peter Dodic will join its Executive Leadership Team as Chief
Risk Officer (12 June). Mr. Dodic previously held the position of Managing Director, Operational Risk
Management at BMO Financial Group.
The Hong Kong Monetary Authority has named Colin Pou as Executive Director (Financial
Infrastructure), effective 29 October 2018. Mr. Pou takes over from Mr. Shu-pui Li and will be
responsible for developing the financial market infrastructure, enhancing Hong Kong’s fintech
ecosystem, and managing the Currency & Settlement Division.
On 23 July 2018, Sergii Kholod took office as Deputy Governor of the National Bank of Ukraine, with
responsibility for payment systems and cash circulation. He brings more than 27 years of
experience to NBU.
Vicente T. De Villa III has been appointed to lead the new Financial Technology Sub-Sector (FTSS)
at Bangko Sentral ng Pilipinas. As Officer-in-Charge of the FTSS, De Villa III oversees blockchain and
fintech companies as part of the BSP’s National Retail Payment System.
The Bank of Ireland announced the appointment of Vasileios Madouros as Director of Financial
Stability on 21 August 2018. He will assume the role in January 2019.
After a four-year tenure at Danmarks Nationalbank, Morten Hviid-Andersen will join the European
Central Bank on 1 October 2018 as Market Infrastructure Expert in the Market Infrastructure
Development Division. He will be working with TARGET2 and the TARGET Instant Payments
Settlement (TIPS) service.

Colin Pou

Morten Hviid-Andersen

Peter Dodic

Sergii Kholod
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Summer 2018 - News in Review
Blockchain-based settlement is coming to Singapore.
The Monetary Authority of Singapore and Singapore
Exchange have partnered with Anquan, Deloitte,
and Nasdaq to improve securities settlement with
blockchain. The partnership will scale up Delivery
versus Payment (DvP) capabilities for settlement
of tokenised assets across different blockchain
platforms. The collaborative effort will utilize
prototype software developed in Phase Two of MAS’s
Project Ubin. The initial findings will be published in
November 2018.
In a move to cut costs for merchants and consumers,
the Bank of Korea plans to roll out a new mobile
payment platform in tandem with local banks
within the next year. The QR code-based mobile
wallet service will enable settlement of online
payments between customers and vendors
without intermediaries; password or biometric
authentication will add extra security. Technology
standards for the service will be released in
Fall 2018, with the launch slated for the first half
of 2019.
At his annual Mansion House speech this June,
Bank of England Governor Mark Carney revealed
an innovative new feature of the Bank’s RTGS
Renewal Programme – the integration of blockchain
technology. The RTGS rebuild will enable new private
payment platforms, including those using blockchain
and distributed ledger technologies, to plug into the
system. The announcement follows on the Bank’s
proof-of-concept to understand how the revamped
RTGS service could potentially support settlement
in systems operating on new payment technologies.
As part of the Renewal Programme, the Bank has
also issued a call for interest to explore the demand
for synchronised settlement, with a closing date of
29 September.
Fintech is on the rise in Kenya. The Central Bank of
Kenya recently released its Bank Supervision Annual
Report for 2017, noting the explosion of interest from
Kenyan banks for regulatory approval of blockchain
and fintech use cases. The release of the report
dovetailed with the Bank’s consultation on its Draft
Cyber Security Guidelines for Payment Service
Providers, which closed on 14 September.
The Payments Innovation Alliance, a member group
of NACHA – The Electronic Payments Association
in the US, recently launched its Faster Payments
Playbook initiative. According to NACHA, the project
will “provide tools for financial institutions and
business end users seeking better understanding
and clarity on faster payments as they look to develop
their faster payments strategy.” The Playbook is
one of many initiatives recently undertaken by the
Alliance, including projects focusing on platform
interoperability and cyber resilience.

The Bank of Israel has joined the global ranks of
central banks and regulators implementing open
banking frameworks. The Banking Supervision
Department is now leading efforts to regulate an API
standard for open banking, with full implementation
expected by 2020. According to the Bank, the
standard will include a broad banking data dictionary,
API services, system rules, information security, and
privacy protection.
Central banks are acknowledging the key role
of information sharing in confronting mounting
cyber threats. Earlier this summer, the international
Financial Services Information Sharing and Analysis
Center (FS-ISAC) launched the world’s first cyber
threat information sharing group for central banks,
regulators, and supervisors. The CERES (CEntral banks,
REgulators and Supervisory entities) Forum provides a
trusted space for entities to share relevant information
about cyber and physical threats. “The CERES Forum,”
the press release notes, “will help these entities be
more effective in defending against attacks that could
impact the global financial services sector and the
world’s economies.”
Are cross-border instant payments soon to become a
reality across the APAC region? SWIFT has teamed up
with banks in Australia, China, Singapore, and Thailand
to test its global payments innovation (gpi) platform.
The initial trial of the instant, cross-border payments
service will focus on payments entering Australia, with
domestic payment processing enabled through the
Reserve Bank of Australia’s New Payments Platform
(NPP). SWIFT anticipates that by 2020 more than
10,000 global banks will leverage gpi for cross-border
payments. In an important milestone for the initiative,
UK firm Ebury became gpi’s first participating fintech
on 30 August.
In related news, SWIFT has announced that it has
successfully passed all compliance checks and
is certified to offer customers connectivity to the
Eurosystems’s upcoming TARGET Instant Payment
Settlement (TIPS) service. SWIFTNet Instant will be
launched in November 2018, in time for the TIPS
launch date of 30 November.
The G20 has reiterated its commitment to a plan to
‘vigilantly’ monitor cryptocurrencies. Following a July
report from the Financial Action Task Force (FATF)
that touched on the role of crypto assets with respect
to money laundering and terrorist financing, the G20
has charged FATF with a new task. This time FATF will
clarify how its existing anti-money laundering (AML)
standards apply to cryptocurrency. The October 2018
deadline gives FATF approximately three months to
deliver a global AML standard for the G20 member
countries to review.
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The Central Bank of Curaçao and Sint Maarten has entered
into a partnership with blockchain startup Bitt to explore the
issuance of a central bank digital currency for the two island
nations. The MoU, signed in early August, entails a joint
examination of a potential digital Curaçao and Sint Maarten
guilder that would supplant the current Netherlands Antillean
guilder within the nations’ monetary union. Acting President
Leila Matroos-Lasten said that the Bank is “committed to
explor[ing] solutions regarding efficiency of cross-jurisdictional
transactions and digital payments whilst ensuring compliance
and security assurances obtained by these state of the art
(fintech) solutions.”
The European Central Bank has published the Services
Procurement Guidelines for its recently launched pan-European
“ethical hacking” initiative, the European Framework for Threat
Intelligence-Based Ethical Red-Teaming (TIBER-EU). The
guidelines will support efforts of relevant entities to procure
services from threat intelligence and red-team-testing providers.
The voluntary framework allows authorities to test and improve
their resilience against increasingly sophisticated cyber attacks.
Banco Central do Brasil (BCB) has issued a new set of wideranging cyber security rules for payment processors, including
card issuers and acquirers. The Bank calls for the establishment
of a cybersecurity policy, as well as an action plan for response
to incidents. Rules are also outlined for payment institutions
to follow when hiring third-party services, including cloud
computing. The rules come into effect in September 2019. Earlier
this summer, BCB unveiled details about a new blockchain
platform, Pier, that will facilitate secure information exchange
between Brazil’s regulators and BCB.

SEPTEMBER 2018

payment system to operate in parallel to the SWIFT network.
The new system would work to sidestep US sanctions
and assert European sovereignty. “It is … essential that we
strengthen European autonomy by setting up payment channels
independent of the U.S., creating a European Monetary Fund and
building an independent SWIFT system,” Maas wrote in a guest
piece for Germany’s Handelsblatt newspaper. However, German
Chancellor Angela Merkel expressed caution on the prospect of
a new system, telling reporters “we know that on questions of
terrorist financing, for example, SWIFT is very important.”
The Philippine Senate has unanimously approved a measure
to equip Bangko Sentral ng Pilipinas (BSP) with powers to
regulate all payment systems within the country. The new
National Payment Systems Act seeks to promote payment
system interoperability and cashless transactions, and to
decrease risks to financial stability. Senator Francis Escudero,
Chair of the Senate Committee on Banks, Financial Institutions,
and Currencies, expressed confidence that the Act will “promote
safe, secure, efficient and reliable operation of payment systems
in order to control systemic risks and provide an environment
conducive to the sustainable growth of the economy.”
In the recently released Annual Report 2017-18, the Reserve
Bank of India (RBI) announced it has created an interdepartmental group to look into “the desirability and feasibility to
introduce a central bank digital currency.” RBI indicated interest
in DLT-based solutions, noting that they hold “the promise of
significant economic benefits in future.” The internal unit will
research blockchain and other technologies and may play
a role in drafting relevant regulations for the use and trade in
decentralized cryptos.

In late August, Germany’s Federal Minister of Foreign Affairs,
Heiko Maas, called for the development of an autonomous
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In Conversation with:
Jean-Michel Godeffroy
Central Bank Payments Conference Chairman and Former ECB Director
General of Payment Systems and Market Infrastructure

Slow and Steady: A Careful Approach to Innovation
Central Bank Payments NewsTM caught JMG: For the foreseeable future, banks will be needed to make loans
up with Jean-Michel Godeffroy, former to the economy, thereby creating money. Central banks will continue to
ensure that just the right quantity of money is created so the economy
Director General of Payment Systems and can strike a balance between recession and inflation. This is why I am
Market Infrastructures at the European deeply convinced that cryptocurrencies – central banks prefer the name
Central Bank and current Central Bank “crypto-assets” – will go to the wall.
Payments Conference Chairman, to The future role of banks and central banks in payment systems is more
to predict. While the value of banknotes in circulation continues
discuss how technological innovation difficult
to grow in many countries, we also see a decrease in cash payments
and emerging technologies are impacting by volume. I see this latter trend continuing and probably increasing in
the near future, in line with our society’s progressive digitalisation. Banks
central banks.
CBPN: Technological innovation is transforming
financial services. What are the hottest topics currently
preoccupying the central bank payments community?
JMG: By far, the hottest topic from a central bank
perspective is the risk of cyber attacks on the systems
they operate and oversee. Delegates attending the 2017
Central Bank Payments Conference (CBPC) were polled
on issues they would most like to see on the 2018 agenda.
Cyber attacks beyond question came first. This issue was
again on the agenda, being conscious however that no
single recipe exists in the war against cyber attacks in the
financial sector.
In addition, most central banks are seeking to facilitate
“positive” technological innovation, possibly with the
objective of promoting their financial center(s). This
year’s CBPC featured speakers from Singapore, Japan,
and the US, who debated the usefulness of developing
regulatory sandboxes.

CBPN: For central banks, what do you consider to
be the most significant challenges posed by financial
innovation and emerging technologies?
JMG: It is important for central banks to understand
the implications of new innovations and emerging
technologies. As a rule, central banks are slower to adopt
new technologies in the systems that they run, in particular
in RTGSs. Central banks are not profit-maximising
companies. They are risk-averse and typically run market
infrastructures which are systemically relevant; therefore,
they will adopt new technologies, such as blockchain,
only when extensively tested by the private sector. As a
result, the main challenge for central banks relates to their
oversight activities and their responsibility to ensure that
financial stability is not threatened by innovation in the
financial sector.
CBPN: The future of banking and payments remains
unwritten. What are your predictions for the future of
central banking in an era of accelerating digitalisation
and transformation?

will benefit from the decline in banknote circulation, as long as they can
match non-banks in terms of innovation. The recent development of
instant payment schemes which grant depositors continuous access to
their bank money is certainly a positive from the banks’ perspective. Will
this be sufficient to resist competition posed by non-bank innovations?
I do not know.

The other unknown is how central banks will react when confronted
with the progressive decline in banknote demand. Will they start issuing
their own digital currencies? Today many central banks would say no, as
presently there is little public demand and because they are not happy
competing with banks. But, in the medium to long term the issue remains
open. However, in emerging economies, where mobile money is growing
and where bank networks are generally too small, the business case for
digital central bank money is rather strong.

CBPN: Open banking is set to disrupt the traditional banking model.
What will be the most significant impact of recent regulatory changes
that have opened up banking in multiple jurisdictions?
JMG: A bank is generally defined in law as an institution which makes
loans and takes deposits. Over the last twenty years, banks have lost
their monopoly on deposit taking and legislators have stimulated
competition by providing a legal framework for non-banks participation in
the payments world. The issue for regulators is to ensure a level playing
field between banks and non-banks; the issue for banks is to improve
their offer. A debate at the 2017 CBPC concluded that banks are facing
a significant challenge and that many may decide against participation in
this model.
CBPN: What is the relationship between CBPC and Central Bank
Payments News (CBPN)?
JMG: The objective of CBPC is to provide a forum where central banks
globally can share knowledge and experiences. But CBPC takes place only
once a year. So CBPN, for me, is a way to continuously facilitate exchanges
between payment system managers and senior experts during the year
and to disseminate relevant information about payments and market
infrastructure to central bankers. To the best of my knowledge, CBPN fills
a gap in the payments publishing space. I would like to encourage readers
to send comments, suggestions, and even questions to the senior editor.
Do not hesitate to get involved!
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Global Regulators
Join Forces to Expand
Financial Innovation

By Henry Chang, Senior Manager, Fintech Facilitation Office,
Hong Kong Monetary Authority (HKMA)

A group of 12 financial regulators and related
organisations announced the new Global Financial
Innovation Network (GFIN) initiative on 7 August 2018
and have now launched a public consultation. GFIN seeks
to provide a more efficient way for innovative firms to
interact with regulators, helping them navigate between
jurisdictions as they look to scale new ideas. It also seeks
to create a new framework for co-operation between
financial services regulators on innovation-related
topics, trying out and sharing different experiences
and approaches.
The major innovation trends emerging within financial
services are increasingly global. For instance, big data,
artificial intelligence, and blockchain-based solutions are
being developed and deployed simultaneously in different
financial markets. The general trend towards developing
borderless digital solutions means that now is the time
for regulators to consider how to build new ways to share
experiences and manage emerging questions. Financial
services regulators must therefore reconsider existing
ways of working and collaborating in order to balance
the potential benefits of innovation (for consumers and
the financial sector as a whole) with traditional policy
objectives, namely financial stability, integrity, financial
inclusion, competition, and consumer well-being
and protection.

of regulators to collaborate, share experiences, and best practice, and
communicate to firms; 2) providing a forum for joint policy work; and
3) providing firms with an environment in which to trial cross-border
solutions, both in the B2B and B2C space.

W H O I S I N V O LV E D ?
Abu Dhabi Global Markets; Autorité des marchés financiers
(Québec, Canada); Australian Securities & Investments Commission;
Central Bank of Bahrain; United States Consumer Financial
Protection Bureau; Dubai Financial Services Authority; Financial
Conduct Authority (United Kingdom); Guernsey Financial Services
Commission; Hong Kong Monetary Authority; Monetary Authority
of Singapore; Ontario Securities Commission (Canada); and
Consultative Group to Assist the Poor.
In GFIN’s quest for an operating framework, its public consultation has
put forward the following questions:
Q1: Do you agree with the proposed Mission Statement for the GFIN?
Q2: Do you agree with the three main proposed functions for the GFIN?
Q3: What aspects/areas of regulation pose the biggest challenge when it
comes to innovating?
Q4: Do you see any reasons why this initiative may be counterproductive
to the outcomes it is seeking to achieve?

In February 2018, the UK Financial Conduct Authority (FCA)
circulated a proposal document on a “global sandbox”
and held a workshop in March to explore the idea. The
participating international stakeholders decided that while
the original idea deserved further development, the scope
of the operational model reached beyond sandboxes.
The initiative’s name was therefore revised to reflect its
broad nature and scope. Whilst the concept of a sandbox
remains a component of GFIN’s function, this is now
proposed as one of three available tools. This will allow
opportunities for regulators currently without sandboxtype environments to participate in some GFIN functions.

Q5: Do you believe the issue of developing a best practice for regulators
when assessing financial innovation should be a priority for the network?
If not, what other priorities should the network first address?

The group has set out a proposed GFIN Mission Statement
as “a collaborative policy and knowledge sharing initiative
aimed at advancing areas including financial integrity,
consumer well-being and protection, financial inclusion,
competition and financial stability through innovation in
financial services, by sharing experiences, working jointly
on emerging policy issues and facilitating responsible
cross-border experimentation of new ideas.” Through
supporting the responsible adoption of emerging
technologies and business models, GFIN aims to offer an
agile way for financial services regulators to work jointly
and collaboratively and to share their experiences of
financial innovation, thereby improving financial stability,
integrity, customer outcomes, and inclusion.

Q9: Do you agree with the proposed approach to managing the
application process for cross-border trials?

GFIN seeks to achieve the above mission through
three complementary functions: 1) acting as a network

Q6: Do you agree with the approach to involve global standard setting
bodies as part of the GFIN? How else would you like to see these
organisations involved?
Q7: What kind of outcomes from the policy work and regulatory trials
would your organisation benefit from?
Q8: Would the cross-border trials be of interest to your organisation? If so,
could you provide any potential example use cases?

Q10: [For regulators] Do you anticipate any challenges with the proposed
approach to managing the application process, or conducting crossborder trials?
The GFIN consultation runs through 14 October 2018. All are welcome
to provide comments. The working group will then review feedback and
agree on next steps, including a timeline for the GFIN launch. Find more
information here: https://www.fca.org.uk/publication/consultation/gfinconsultation-document.pdf.
As GFIN is designed to be an inclusive community covering financial
services regulators and related organisations with their diverse
approaches to innovation, any central bank or financial services regulator
interested in joining the network should find participation useful.
Contact the FCA at GFIN@fca.org.uk.
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Driving Payment
System Transformation
in Ghana
By Dr. Settor Amediku, Head of the Payment
Systems Department, Bank of Ghana

In recent years, Ghana’s payment system has witnessed
significant changes on account of the growing role of fintech
firms and other new innovations. A recent survey conducted
by the Bank of Ghana’s (BOG) Payment Systems Department
revealed that 71 fintechs currently provide both front- and
back-end services to Ghana’s banking sector. In light of these
new developments, the payment system has constantly
evolved to meet the developmental needs of the country, with
BOG exercising oversight over significant financial market
infrastructures (FMIs).
Diverse economic, financial, and public policy factors are
driving the transformation of payment systems in Ghana.
Partnerships between financial institutions and fintech firms
are now providing innovative financial services to the public in
response to increasing demand for digital payment products.
Payment systems development can also be attributed to
ongoing efforts by the Ghanaian Government and BOG to
promote digital payments as an alternative to cash, as well as
consumer demand for fast, convenient, and efficient payments.
In this special feature Dr. Settor Amediku, Head of the Payment
Systems Department at BOG, looks at recent developments
changing the payments landscape in Ghana. These include
legal and regulatory reforms, initiatives to boost mobile
money interoperability, development of a mobile money Agent
Registry, migration to EMV technology, and the implementation
of a national identification system.

S N A P S H O T O F G H A N A’ S F I N A N C I A L
MARKET INFRASTRUCTURE
•

Real Time Gross Settlement (RTGS) System

•

Cheque Codeline Clearing (CCC) System

•

Ghana Automated Clearing House (GACH) System

•

e-ZwichTM – The National Biometric Smartcard Payment System

•

gh-LinkTM – The National Switching And Processing System

•

GhIPSS Instant Pay (GIP)

•

Ghana Paper Payment Instrument Accreditation Scheme

•

Mobile Money Sub-Sector

REGULATORY RESPONSE TO INNOVATION
The Bank of Ghana (BOG) has recently reviewed, amended, and
consolidated its existing regulatory framework in response to
the emergence of new payment streams and possible regulatory
arbitrage. The draft Payment Systems and Services Bill 2017 unifies
a number of previous laws and guidelines relating to payment
services and e-money operations. It has been approved by
Cabinet and is now being prepared for Parliament consideration.

The new Bill aims to promote innovation in payment product
and service design, regulate fintech operations, and engender
competition in the e-money business. It is also expected to
open up Ghana’s digital finance space to promote financial
inclusion and help reduce poverty. The Bill includes provisions
for cyber security regulations and adherence to ICT standards,
and payment service providers (PSP) will be required to adhere
to the Data Protection Act 2012 (Act 843) and meet prescribed
regulatory standards.
The Bill also incorporates and expands on provisions in the 2003
Payment Systems Act (Act 662), which historically provided a
regulatory framework for electronic and other payment, clearing,
and settlement systems. However, the act failed to address risks
emanating from emerging payment streams and rapid changes
in technology. Folded into the 2017 Bill as well are the 2015
Electronic Money Issuers and Agent Guidelines, which resolved
operational challenges affecting digital financial service uptake in
the 2008 Branchless Banking Guidelines.
The 2015 Guidelines were an important landmark for payments
in Ghana. They represented a broader strategy to create an
enabling regulatory environment for convenient, efficient, and
safe retail payment and fund transfers. They set a precedent for
non-banks – such as telcos – to establish, own, and manage an
e-money business as a separate entity supervised by BOG. The
Guidelines also facilitated collaboration and new partnerships
between mobile money operators and banks, increasing financial
inclusion by extending financial services to Ghana’s unbanked
and under-banked populations.

MOBILE MONEY SERVICES AND
FINANCIAL INCLUSION
The Mobile Money concept, introduced in 2009 under the
Branchless Banking Guidelines, has been the main driver of
financial inclusion in Ghana. Its success is evident in the World
Bank’s Global Findex Database 2017, which shows a significant
increase in Ghana’s mobile money account ownership. Mobile
accounts grew from 13 percent in 2014 to 39 percent in 2017,
compared with Sub-Saharan Africa at 21 percent in 2017
(see Table 1).
The World Bank suggests that mobile money accounts may help
to increase access to financial services for previously unbanked
individuals. This is apparent in the growing share of adults with
financial institution accounts in Ghana, which has outpaced
growth in Sub-Saharan Africa, as well as some peers in the subregion over the same period.
The Findex also shows remarkable growth in Ghana’s overall
account ownership, rising from 29 percent in 2011 to 58 percent
in 2017. This increase compares favourably with the Sub-Saharan
Africa position of 43 percent. Ghana’s share is also higher than
many other countries in the region.
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TABLE 1: PERCENTAGE OF ADULTS OWNING
FINANCIAL INSTITUTION AND MOBILE MONEY ACCOUNTS

COUNTRY

YEAR

ACCOUNT
(% AGE 15+)

FINANCIAL INSTITUTION
ACCOUNT (% AGE 15+)

MOBILE MONEY
ACCOUNT (% AGE 15+)

BURKINA FASO

2011
2014
2017

13%
14%
43%

13%
13%
23%

3%
33%

GHANA

2011
2014
2017

29%
41%
58%

29%
35%
42%

13%
39%

KENYA

2011
2014
2017

42%
75%
82%

42%
55%
56%

58%
73%

NIGERIA

2011
2014
2017

30%
44%
40%

30%
44%
39%

2%
6%

SENEGAL

2011
2014
2017

6%
15%
42%

6%
12%
20%

6%
32%

TANZANIA

2011
2014
2017

17%
40%
47%

17%
19%
21%

32%
39%

UGANDA

2011
2014
2017

20%
44%
59%

20%
28%
33%

35%
51%

ZAMBIA

2011
2014
2017

21%
36%
46%

21%
31%
36%

12%
28%

ZIMBABWE

2011
2014
2017

40%
32%
55%

40%
17%
28%

22%
49%

MOBILE MONEY
SUB-SECTOR DEVELOPMENTS
Since the passage of the 2015 Electronic Money Issuers
and Agents Guidelines, mobile money services have
continued to grow. Among the factors fostering this
growth are: enhanced service delivery convenience;
mobile money agent network expansion; mobile money
interoperability (implemented in the first half of 2018); and
overall public confidence in the system.
In addition, strategic partnerships among PSPs have
been forged to encourage growth in the sub-sector. As of
June 2018, three mobile money operators – MTN Mobile

Source: The Global
Findex 2017 Database

Financial Service, AirtelTigo Money, and Vodafone Cash
– offer mobile money services through partnerships
with banks.
As seen in Table 2, the positive outcome of these
initiatives is reflected in the growth of mobile money
services. Mobile money accounts more than doubled
from 2015 to 2018 and the average daily volume of
mobile money transactions increased substantially from
2015 to the first half of 2018. The cash component held in
banks to cover mobile money in circulation, known as the
float balance, has risen as well – growing by 298 percent
over the last three years.
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TABLE 2: MOBILE MONEY SERVICES 2014 - JUNE 2018

INDICATORS
REGISTERED MOBILE MONEY
ACCOUNTS (CUMULATIVE,
MILLIONS)
ACTIVE MOBILE MONEY
ACCOUNTS (MILLIONS)1
REGISTERED AGENTS
(CUMULATIVE)
ACTIVE AGENTS2

2014 2015 2016

2017

JAN - JUN JAN -JUN 2018 %
2017
2018
GROWTH

7.2

13%

19.7

23.9

21.3

29.9

40.40

2.5

4.8

8.3

11.1

9.5

11.8

24.29

26,889

79,747

136,769

194,688

153,827

316,919

106.02

20,722

56,270

107,415

151,745

122,587

173,229

41.31

266.2

550.2

981.6

428.5

655

52.86

35,444

78,508

155,844

68,230

104,602

53.31

547.96

1,257.40

2,321.07

1,801.78

2,182.57

21.13

TOTAL VOLUME OF
113.2
TRANSACTIONS (MILLIONS)
TOTAL VALUE OF
TRANSACTIONS
12,123
(GH¢’MILLION)
BALANCE ON FLOAT
223.33
(GH¢’MILLION)

The number of accounts which transacted at least once in the 90 days prior to reporting
The number of agents who transacted at least once in the 30 days prior to reporting
Source: Bank of Ghana
1
2

A range of PSPs, including mobile money operators, are now
collaborating with financial institutions to develop innovative and
affordable products and services for unbanked customers. On
offer are online payment platforms, Unstructured Supplementary
Service Data (USSD) services, mobile banking services, Quick
Response (QR) codes, money transfer services, deployment of
Point of Sale (POS) devices, termination of inward remittances into
mobile wallets, and agency banking.
The agent network is an important channel for delivering
affordable financial services to underserved areas. These
networks have grown by 297 percent since 2015 (see Table 2). To
enhance the identification and oversight of these agents, BOG is
developing a digital Agent Registry in collaboration with PSPs. The
new Registry will likely interconnect with Ghana’s digital address
system to provide unique identification for agents and to facilitate
real-time monitoring and tracking of agents. The Registry maps
agent locations to enable customer access to a preferred agent
point and also informs stakeholders if agents violate regulatory
and prudential requirements.
To further scale up mobile money service usage and promote
financial inclusion, the Bank has introduced a major policy
initiative: interest payments on e-money float balances held by
banks. These payments are mandated by the Electronic Money
Issuers and Agents Guidelines, which stipulate that 80 percent
of interest is paid to customers while the remaining 20 percent
is retained by the e-money issuer. E-money holders formally
received interest on their mobile money wallets for the first time in
2016. From 2016 to 2017, the total interest paid on float balances
to mobile money wallet holders increased by 132 percent.
On a related note, BOG has relaxed the Guidelines to remove the
prohibition on using mobile airtime as digital money for digital
payment. The objective is to scale up insurance penetration,
especially among the underprivileged.
As part of the Bank’s policy to transform the payment ecosystem,
the first phase of a mobile money interoperability project was
implemented in May 2018. Disparate mobile money platforms were
linked through the central switch to facilitate funds transfer across
mobile money networks. Integration with interbank payment

Financial inclusion has been a
core focus for Bank of Ghana
in recent years, with a number
of nation-wide initiatives now in
place to enhance access to
financial services.
systems infrastructure is expected to create an integrated
and interoperable digital retail payments ecosystem and will
facilitate seamless funds transfer across payment systems.
Undertaken with a number of stakeholders, the project’s aim
was to stimulate uptake in mobile financial services and to
promote financial inclusion.

OTHER DEVELOPMENTS IN
GHANAIAN PAYMENTS
A number of other developments in the Ghanaian payments
system landscape have not only increased security,
affordability, convenience, and efficiency in digital financial
services, but have also worked to promote financial inclusion
among the country’s financially underserved populations. As
seen above, financial inclusion has been a core focus for BOG
in recent years, with a number of nation-wide initiatives now in
place to enhance access to financial services.
A recent BOG initiative saw Ghana’s National Identification
Authority (NIA) working with the country’s banking industry
to implement a national identification system that meets the
13
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banking sector’s Know Your Customer (KYC) and
Customer Due Diligence (CDD) requirements.
Equipped with biometric technology, the NIA
system aims to curb or minimize identity fraud,
enhance security of card-not-present transactions,
and provide a reliable system for profiling the
underserved and unbanked for financial services.
Another key development is the National Financial
Inclusion Development Strategy (NFIDS, 20172023) framework. Focusing on the most financially
excluded groups, it aims to increase access to
formal financial services at an affordable cost. The
framework was developed by the Government
in collaboration with key stakeholders, including
BOG, with technical assistance provided by the
World Bank. The strategy also seeks to improve
access to financial services by expanding bank and
mobile money agent access points.
The Bank has obtained the assistance of Financial
Sector Deepening (FSD) Africa, a Department
for International Development-funded institution
that aims to reduce poverty across sub-Saharan
Africa. FSD Africa seeks to develop the retail credit
market, expand financial inclusion, and increase
access to credit.
Finally, significant progress was made towards
EMV migration in 2017 following the project launch
in 2016. The migration was intended to enhance
security in card payments. Most banks have now
successfully produced gh-linkTM cards based on
the EMV technology and standards. Also in 2017,
the Bank signed an agreement with Bankable
Frontier Associates (BFA) to develop a RegTech
solution, which will enhance supervision and
evidence-based policy development. A prototype
is expected to be completed in 2018 for pilot study
with mobile money operators.

LOOKING TO THE FUTURE
Ghana’s payment system has changed and
improved significantly over the last two
decades and continues to evolve to meet
the developmental needs of the country.
As seen in this article, payment systems
development in the country is being driven
by a range of economic, financial, and public
policy factors, in addition to a thriving local ICT
industry, emerging trends in payment systems
development, and intense competition among
financial service providers in the introduction
of innovative products.
To keep pace with innovation, BOG will
continue to establish a robust oversight
and regulatory regime that accommodates
evolution in payment and settlement systems.
The various initiatives being currently
undertaken by the Bank will ensure that the
public and businesses can make payments
in a safe and efficient manner in a constantly
evolving payments landscape.
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Central Bank Digital
Currencies - Folly or Fate?
At the recent Jackson Hole Economic Policy
Symposium held in August, Bank of Canada Governor
Stephen Poloz looked into his crystal ball. “We are in
the early stages of what many are calling the fourth
industrial revolution,” said Poloz. “That is because
the deployment of digital technologies will alter the
economy as fundamentally as did the steam engine,
the internal combustion engine and the computer
chip... . The bottom line is that digital technologies are
disrupting central banking along with everything else.
Digital disruption is likely to be a major preoccupation
of central bankers for the foreseeable future.”
Disruptive technologies are upending many
industries and in some cases challenging core
institutions, including central banks. Uber, Netflix, and
the Internet of Things are among the many examples
of disruptive systems currently (r)evolutionising
society. The ongoing investigation into the 2016 US
Presidential Election is perhaps the first inarguable
sign that technology is impacting many of the
mechanisms that make up our global social systems.
This disruption will affect every one of us.
The 2008 birth of bitcoin and its enabling distributed
ledger technology (DLT) introduced a new kind of
‘barbarian at the gates’ for central banks, holding a
Janus-like potential to either destabilise current global
financial systems or to prop up a new infrastructure
for central banks, whether in payments or beyond.
Mr. Poloz’s above prediction is experiencing a tipping
point moment in 2018. A chapter in the Bank for
International Settlements (BIS) Economic Report for
2018 ‘looks beyond the hype’ to outline a balanced
snapshot of the current state of cryptocurrencies and
DLT applications. A long history of failed currencies
and monetary instability, BIS observes, has given
central banks pause when considering the role
cryptos might play as ‘money.’ The shortcomings of
the decentralised nature of cryptos, along with the
potential for domino-effect destabilisation permeate
the chapter.
BIS warns against the implementation of cryptos
as central bank money, pointing out the regulatory
challenges, vulnerabilities, and limited scalability of
decentralised systems. In contrast, it supports the
careful adoption of the underlying DLT technology
in certain non-retail or administrative aspects of
financial systems. Notably, low-volume cross-border
payment services and international trade settlement
are among the niche fields that may benefit from DLT.
Ultimately, BIS advances expert advice rather than
a blanket mandate for central banks. However, two
points are certain: cryptos and DLT indeed pose a
disruption to central banking and these technologies
are here to stay.

Perhaps 2018 will be notable as the year that central
banks began voting on these technologies with their
feet. A handful of central banks have now progressed
beyond the research stages and are actively
implementing these new technologies. Some central
banks have adopted cryptos as a remedy for an
ailing economy or to sidestep sanctions (e.g., Banco
Central de Venezuela’s Petro and the Central Bank
of Iran’s planned CBDC). In these cases, the risks of
a new payment medium appear to be outweighed by
political concerns.
Other central banks have shown a more cautious
approach, as represented by Sveriges Riksbank (i.e.,
the e-krona) and De Nederlandsche Bank (DNB).
DNB has now invested three years into study and
analysis, culminating in a ‘wait-and-see’ strategy
and noting that the technology is “nevertheless
interesting and may eventually offer opportunities
in the financial world.” To foster financial inclusion
among its scattered islands, the Central Bank of the
Bahamas is piloting the design and implementation of
a Bahamian digital dollar by 2021. These approaches
represent the majority - careful investigation and
analysis to determine the utility and security of a CBDC.
Some central banks are considering the adoption of
cryptos/DLT for wholesale use, as represented by
the Bank of Thailand’s Project Inthanon, scheduled
for rollout in 2019, and the South African Reserve
Bank’s Ethereum-based Project Khokha.
Most recently, European Central Bank President,
Mario Draghi, penned a letter to the European
Parliament stating in no uncertain terms that “the ECB
and the Eurosystem currently have no plans to issue
a central bank digital currency.”
On the other end of the spectrum are the
prohibitionists. One example is the State Bank of
Vietnam, which recently issued a directive against
cryptocurrency use and trading. Another is the Saudi
Arabian Monetary Authority (SAMA), which stopped
short of regulation but issued a strong official
warning in August. Straddling the line is the Reserve
Bank of India’s move to outlaw cryptos while also
recently setting up a unit to explore a CBDC for
domestic payments.
Evidently, global central banks are tackling digital
disruption in very different ways and for very
different reasons – from “old-world” concerns such
as efficiency and financial stability to “new-world”
concerns such as sanctions. What is clear is that these
new technologies will be transformative in terms of
the global financial system and central banks must
continue to be proactive in assessing their potential.
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Central Bank
Transformation
in Focus in Asia’s
Garden City
How are central banks responding to intensifying market
innovation, the fintech uprising, and changing expectations in
their role as payment systems operator, overseer, and catalyst?
In late June, the second annual Central Bank Payments
Conference (CBPC) brought together leaders at the forefront
of payments policy/regulation in central banks and monetary
authorities to discuss these key issues.
Over 145 senior representatives from 50 countries gathered in
Singapore for the second CBPC, including 67 central bankers
from 42 central banks. Over two days, delegates engaged
in a dynamic interchange on the major policy and regulatory
concerns affecting central bank payment systems and
market infrastructure.
Compelling keynotes set the tone for the event. Jacqueline Loh,
Deputy Managing Director at MAS and Chair of the BIS Markets
Committee, described how electronic payments are flourishing
and creating choice for consumers in Asia. Benoît Cœuré, Member
of the ECB Executive Board and CPMI Chairman, then looked
at the challenges of innovation for central banks, operators,
overseers, and issuers as society undergoes ‘the fourth industrial
revolution.’ Both called for a careful balance of innovation and
regulation, and the need for central banks to work collaboratively
with each other and with industry partners to make payment
systems faster, safer, more efficient, and interoperable. On day
two a keynote from Paul Stoddart, CEO of Vocalink, touched
on the UK experience ten years after launching the Faster
Payment scheme, saying “real time is the foundation of a new
payments ecosystem.”
Issues anchoring the 2018 event included open banking,
oversight, cyber security, cross-border payments, interoperability,
financial inclusion, instant payments, card schemes, DLT, and
central bank digital currencies (CBDC). In a special session,
panelists from the Bank of Canada, Bank of Japan, and the
Federal Reserve discussed how to best prepare for a digitaldriven future, pointing to interoperability, financial stability, and
security as key concerns when considering the adoption of new
innovations and processes.
In a panel on the evolving borders of oversight, the effectiveness
of moral suasion versus legislation in various oversight contexts
was debated, while the following discussion turned to that
perennial concern, cyber attacks, with panelists sharing strategies
to improve the resilience of the financial sector. Two card scheme
panel discussions touched on central bank interventions to
regulate card interchange fees and the utility of domestic card
schemes respectively.
The need for central banks to work towards standardisation in an
increasingly fragmented payments landscape was a core theme
underlying CBPC 2018. The interoperability panel saw leaders
from Africa, Europe, and North America agreeing that regionally
interoperable retail payment systems based on common
standards will drive innovation, inclusivity, and economic
growth into the future – but the main challenge is establishing
cooperation between players.
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Also covered was the range of progressive efforts to facilitate crossborder payments, from correspondent banking and stakeholder
engagement to infrastructure and collateral schemes. In a stirring
panel on financial inclusion, the context for the astonishing
development of mobile payments in Africa was presented, along
with the challenges that must be addressed in order to link mobile
adoption to meaningful financial inclusion.
The event saved one of the hottest topics for last, with a series
of presentations weighing the benefits and drawbacks of DLT
implementations and CBDC, including the potential impact of
these new innovations on monetary policy and financial stability.
CBPC organizer, Currency Research (CR), closed out the event
by announcing next year’s location: mark your calendars for 2427 June 2019 in vibrant Berlin, Germany. See CR’s special report
for more.
Pictured above left: Benoît Coeuré, Executive Board Member of the European
Central Bank and Chairman of the CPMI

A New Era
of Payments
Super
Platforms
From 26-27 November 2018, Sydney will be home to
the second annual Australian Payment Summit (APS),
in collaboration with the Australian Payments Network
(AusPayNet). Opening the two-day event with a special
keynote address is Governor Philip Lowe of the
Reserve Bank of Australia.
The overarching theme of APS 2018 is ‘Payments in
the Platform Economy.’ AusPayNet CEO, Leila Fourie,
remarks “There is a paradigm shift underway in
payments processing and business models toward
platforms, as payments move from a single-sided (bank
to customer) system to a multi-sided system (provider
to provider with the customer at the centre). Today, the
impetus is toward open, digital distribution.” APS 2018
builds on this concept to explore the implications of
open data, AI, quantum computing, and much more.
The APS follows a successful Global Payments
Summit (GPS), recently held in Kuala Lumpur from 1920 September in collaboration with Malaysia’s PayNet
Group. GPS focused on ‘Payments as a Global Village
– Fostering Regional Solutions,’ with debates and
discussion on instant payments, remittance solutions,
security, regulatory reform, and cross-border payments
in the retail payments space.
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Canada Hits Its Stride in
Modernizing Payments
By Gerry Gaetz, President and CEO, Payments Canada

The payments ecosystem is rapidly changing. Whether it’s sending money via a cellphone number in South Africa or bypassing
phones entirely with “pay with a smile” facial recognition technology in China, the world around us provides many varied
inspirational examples of modernized payments to learn from.
Like others, Canada’s payments Modernization journey is impacted by the external trends and forces that are reshaping our global
payments systems. We are constantly learning from other countries and jurisdictions and recognize that, although most of us are
delivering similar features in the end, each journey is different. To that end, the Canadian context is marked by a unique and complex
stakeholder community, incumbent technology that can be leveraged, and the construct of Payments Canada in terms of operating the
systems and writing the rules and standards. And so begins the story of our journey.

TO UNDERSTAND WHERE WE ARE GOING, START FROM THE BEGINNING
From the start, Payments Canada committed that payments Modernization in Canada would be focused on sound research and involve
extensive industry consultation to ensure we make the choices that are right for Canada. Our Vision for modernized payments is a
result of the input from more than 100 organizations. The message we heard is that a modern payment system must be fast, flexible
and secure, promote innovation, and strengthen Canada’s competitive position.
During the beginning stages of our journey, we completed an initial Roadmap, outlining how the Canadian financial sector can begin
delivering on the needs of a modernized payments system by replacing Canada’s high-value payments system; enhancing batch
retail payments; implementing a new real-time payments capability; aligning more strongly with global regulatory requirements; and
modernizing the policy framework and rules underpinning payments in Canada, including the implementation of ISO 20022, the global
payments message standard. We also completed a Target State document that details how different systems will interact together.

WHERE WE ARE ON OUR JOURNEY
Currently, modernizing our payment systems is at various stages of roll out, with a couple of milestone achievements under our belt
already. For instance, we have implemented a new Credit Risk Model to further increase the safety and security of our existing retail
batch payments system. Also, enhancements to modernize batch payments are on track for this fall. This includes the introduction of
additional exchange period and new obligations to provide funds availability within two-hours. Combined, these changes will support
Canadians being able to move money faster, make time-sensitive same-day payments such as emergency payroll, and increase
convenience and choice for Western Canada.
To further answer the need for faster payments capability, Payments Canada is on track to introduce a real-time rail utility-based
solution to move single credit transfers, enable real-time clearing and funds availability, and support overlay services for consumers as
well as small- and medium-sized businesses. Canada’s real-time rail is expected to go live by 2020.
While Canada is unique from other countries in that we already have some aspects of a faster payment capability in Interac E-transfer,
we did learn through our consultations that Canadians want more.
Through key stakeholder collaboration, watching closely and learning from other jurisdictions - including the launch and adoption
strategies of our global counterparts - we are getting closer to driving out the capabilities of Canada’s new system in accordance to the
needs identified during our public consultations.
By 2021, we expect to go live with Lynx, our new high-value payment system that will replace Canada’s current Large Value Transfer
System (LVTS).
Underpinning all of these new and enhanced systems, from LVTS to a real-time rail, will be the implementation of ISO 20022 that allows
more data to travel with payments, strengthening the connection Canada has with the rest of the world by enabling (our) domestic and
global economies to work more effectively with each other.
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THROUGHOUT WE CONTINUE TO WORK
CLOSELY WITH OUR KEY STAKEHOLDERS
Along with modernizing our payments technology
infrastructure, we’re working hand-in-hand with our
key stakeholders, including the Department of Finance
Canada, the Bank of Canada, and financial institution
member organizations to review access to Canada’s core
payment systems, with a view to providing risk-based
open access beyond our current mandate. Given our
objectives to reduce payments friction, facilitate more
fluid commerce, and lower the cost of doing business,
Payments Canada also supports examining the merits of
open banking.
Overall, we want to collaborate with our stakeholders
in developing a modern policy framework and rule set
that will support our payments systems achieving the
appropriate balance between flexibility and compliance.
In our jurisdiction, the Department of Finance’s Retail
Payments Oversight Framework - which proposes to
define the payments industry and its players by what
they do versus what type of organization they are - will
allow for innovation to happen in a safe and predictable
environment for the benefit of Canadians and businesses.
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The outcomes of these two fundamental initiatives will be essential
to realizing the benefits of real-time payments in Canada, further
shaping the future of payments in Canada.
Further, we continue to work to ensure that our systems follow the
considerable regulatory requirements from the Bank of Canada,
necessary to meet international standards.

CONTINUING TO LOOK AHEAD
While we’ve made great progress thus far, none of our
Modernization achievements to date would be possible without the
collaboration, input, and commitment from our member financial
institutions, along with our regulators and a broad spectrum of
stakeholders from across the ecosystem. Modernizing a nation’s
payment systems is an ambitious project by all standards. It is an
evolutionary journey and I’m excited for the future, the challenging
work ahead of us all, and witnessing Canada’s significant
contribution to the global payments ecosystem.

Together with the Department of Finance’s consultation
on the Review of the Canadian Payments Act, which
questions whether the Government of Canada should
create an associate membership class to facilitate access
to the Real-Time Rail, we have the potential to increase
risk-based access to core payments systems, and enable
further innovation in terms of product and service offerings.

A B O U T PAY M E N T S C A N A D A
Payments Canada ensures that financial transactions in Canada are carried out safely and securely each day.
The organization underpins the Canadian financial system and economy by owning and operating Canada’s
payment clearing and settlement infrastructure, including associated systems, bylaws, rules and standards.
The value of payments cleared by Payments Canada’s systems in 2017 was approximately $50 trillion or $200
billion every business day. These encompass a wide range of payments made by Canadians and businesses
involving inter-bank transactions, including those made with debit cards, pre-authorized debits, direct deposits,
bill payments, wire payments and cheques. Payments Canada is a proud supporter of the Catalyst Accord and
the 30% Club. For more information visit www.payments.ca.
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TALKING POINTS
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Each month, CBPN saves you time by rounding up
the most relevant speeches on central bank payments
issues. The first edition of Talking Points features handselected highlights from around the globe that you
may have missed in Summer 2018.

JUNE 2018
Banca d’Italia
21st Century Cash: Central Banking, Technological Innovation
and Digital Currencies. Delivered by Deputy Governor Fabio
Panetta on 7 June 2018.

Oesterreichische Nationalbank
The Digitalization Challenge: Some Remarks From the
Perspective of a Central Bank as Technology User. Delivered
by Executive Director Peter Mooslechner on 26 June 2018.

Banco de España
The Financial Education Challenge. Delivered by Deputy
Governor Javier Alonso on 22 June 2018.

Reserve Bank of Australia
Cryptocurrencies and Distributed Ledger Technology.
Delivered by Head of Payments Policy Department Tony
Richards on 26 June 2018.

Bangko Sentral ng Pilipinas
Providing an Enabling Environment at the Crossroads of
Digital Transformation. Delivered by Governor Nestor A.
Espenilla, Jr. on 30 June 2018.
Bank of Albania
Modernisation of Retail Payment Systems in Albania.
Delivered by First Deputy Governor Elisabeta Gjoni on
21 June 2018.
Bank of England
Resilience and Continuity in an Interconnected And Changing
World. Delivered by Deputy CEO and Executive Director
Lyndon Nelson on 13 June 2018.
Bank of England
The Journey to Best in Class Payments. Delivered by
Executive Director David Bailey on 28 June 2018.

Reserve Bank of New Zealand
In Search of Gold: Exploring Central Bank Digital Currency.
Delivered by Deputy Governor Geoff Bascand on 26
June 2018.
Sveriges Riksbank.
Money and Payments – Where are We Heading? Delivered
by Governor Stefan Ingves at the Stockholm School of
Economics on 4 June 2018.

JULY 2018
Bangko Sentral Ng Pilpinas
Changes Less Intuitive and the Digital Challenge.
Delivered by Governor Nestor A. Espenilla, Jr. on
13 July 2018.

Bank of Finland
Central Bank Issued Digital Cash. Delivered by Deputy
Governor Olli Rehn on 13 June 2018.

Monetary Authority of Singapore
A More Focused Approach to Combating Financial Crime.
Delivered by Assistant Managing Director Ho Hern Shin on 18
July 2018.

Bank of Israel
The Future of Money - Policy and Regulation. Delivered by
Deputy Governor Nadine Baudot-Trajtenberg on
20 June 2018.

Reserve Bank of Australia
Financial Technology and Payments Regulation. Delivered by
Assistant Governor Michele Bullock on 8 July 2018.

Bank of Thailand
Thai Economy: The Current State and the Way Forward.
Delivered by Governor Veerathai Santiprabhob on
5 June 2018.
Bank of Uganda
At the Launch of the Finscope Uganda 2018 Report.
Delivered by Deputy Governor Dr. Louis Kasekende on 27
June 2018.
European Central Bank
The Future of Financial Market Infrastructures - Spearheading
Progress Without Renouncing Safety. Delivered by Member
of the Executive Board Benoît Cœuré on 26 June 2018.
Monetary Authority of Singapore
E-payments in Asia - Regulating Innovation and Innovative
Regulation. Delivered by Deputy Managing Director
Jacqueline Loh on 26 June 2018.

AUGUST 2018
Bangko Sentral ng Pilipinas.
Central Bank Evolution in the Digital Age.
Delivered by Governor Nestor A. Espenilla, Jr. on 8 August
2018.
Reserve Bank of Australia. The Reserve Bank’s Government
Banking Business. Delivered by Assistant Governor (Business
Services) Lindsay Boulton on 23 August 2018.

SEPTEMBER 2018
European Central Bank. Strengthening the European
Financial Industry Amid Disruptive Global Challenges.
Delivered by Member of the Executive Board Yves Mersch on
3 September 2018.
Bank of Thailand
Digital Technologies, Financial System and Central Bank
Policy. Delivered by Governor Veerathai Santiprabhob on
15 September.
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