FINANCIAL STABILITY BOARD:
CROSS-BORDER PAYMENTS

AND DATA FRAMEWORKS

119.800

-

‘_gq 146

3
<\
2 * o L]

El

1

A -

/," 9 | i

1 . Y 5

74
a
L 4
m L 4 -
L1} .
. -
A
A AN

2 Y/ g i

111,822 . ‘8

L
0 ] i1 ()
r
1
i f
L )
L E -

1
i

JULY 2023




Introduction

On Tuesday 11 July, EPAA was invited to attend and speak at a Financial Stability
Board (FSB) working group meeting in Basel, Switzerland. The aim of the workshop
was to inform the development of recommendations to promote alignment and
interoperability across data frameworks. Camilla Bullock (Co-Founder and CEO)
attended on behalf of EPAA and gave the following presentation.

Presentation:

| want to start with thank you for this opportunity to speak on behalf of our
members and the APAC region. We are a diverse region from the world's most
populous countries - China and India - to the world's smallest populations in the
Pacific Island nations.

APAC has:

e the youngest population
¢ the fastest growing population
e the most migrating population

Combine this with a smartphone
occurrence that is set to grow by 160%
by 2024 among a population that today
is 60% unbanked and you have dynamic
times ahead. We are arguably one of the
most fragmented regions - with
Wikipedia stating that there are 3000
languages spoken in APAC.

| can't say that EPAA is representing all this diversity (yet) but we do benefit from a
widely diverse membership base that spans the Asia-Pacific - ranging from major
players with a global or regional presence to small fintechs operating in smaller
developing markets.

This provides us with a bird’'s eye view of industry concerns, as policymakers and
industry leaders grapple with how to improve payments, both domestically and in
the cross-border space.
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| think the focus of the discussion is fantastic as too often we stay on the high level.
But many of the words that we are using like ‘cheap’ and ‘fast’, can mean so much
and it's only when we look at the use cases and contexts that we can understand the
impact, and start to take steps towards solutions.

The G20 cross-border payments agenda has highlighted the need to address speed,
cost, transparency and access. From our perspective, it is often the last mile that is
the challenge, and it is only through collaboration and the sharing of best practise
that domestic regulations and requirements can be positively influenced. To this end,
we would like to focus on three issues:

e the need for regulatory reform
e message standardisation and
e open data.

Regulatory reform - While there is a
view that, until recently, payments
has been subject to light touch
regulation, that is not the experience
everywhere. In many parts of the
Asia-Pacific, challenges remain such
as  restricted  currencies and
currencies  subject to  foreign
exchange control.

There remain more recent challenges such as navigating data localisation
requirements, as well as national approaches to licensing, privacy and AML that
create difficulties for payment service providers wanting to operate in multiple
jurisdictions.

There is a need to understand the current situation before we can work towards
harmonization.

Standardisation of ISO 20022 - In order to enhance both domestic and global market
practice, it is crucial to establish clear and transparent approaches to payment
message standards that can be readily accessed and comprehended by all
stakeholders. These message formats and market practice guidelines should be
shared openly and consistently, following a standardized format, enabling everyone
to compare and prepare accordingly.
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It is widely acknowledged that we currently lack a standardized classification system
to outline the industry-wide common data sets necessary for each stage of managing
a cross-border payment transaction. While we aspire to adopt a unified approach to
requirements, we also recognize that achieving such harmonization will require
considerable time and effort. We also note, as outlined in our submission to the BIS
CPMI on ISO 20022 Harmonisation Requirements for Enhancing Cross-Border
Payments, that care needs to be taken to accommodate the diversity of global
practices (e.g. accommodating non-Latin characters and LEls as identifiers).

This takes me back to the challenge at the last mile. One of the most frequently
mentioned concerns we have heard relates to the local requirements around the use
of purpose codes in the receiving market. There are inconsistent local requirements
around the use of purpose codes within payment messages. In some instances, the
sending entity is obliged to indicate a purpose code when initiating a transfer.
However, this requirement can be difficult to determine and dependent on the
correspondent bank making the proper inquiries around the use of the purpose
code. If this has not been clarified during the initial transfer initiation, the
correspondent bank may be unable to proceed with forwarding the transaction until
they return to the sending bank and request the customer to provide the purpose
before filling in the required information for further processing. Often the
bottlenecks arise within the recipient country, where the beneficiary's account must
finish the correct details before the transfer can be credited to the intended
destination account, those forms can be extensive and slows down the process.

We are now talking about domestic
payments and requirements which is
hard to influence. We are aware that the
road to harmonization can be long so
our short term goal is for user
guidelines and requirements to be easily
accessible, comparable for all and where
possible, work towards revalidation of
data sets with the aim to pre-validate
payments.

This takes me into the topic of Open Data - we believe that more needs to be done
than merely stripping away regulatory frictions and standardising data. We strongly
believe that open data can provide a basis for innovations that will change how
payments are made - enabling them to be faster, easier and more secure.
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Instant credit push payment systems can suffer from misdirected payments and
scams are proving to be a global concern. Pre-validation services can address these
through data being made available in a format usable by the sending entity at the
initiation of the payment process. This would enable the capture of all necessary
data upfront, including required documentation and mandatory fields. By doing so,
payments can undergo pre-validation before being transmitted through traditional
cross-border channels. Consequently, when the payment reaches the intermediary
bank in the recipient country, all the essential information will already be available,
facilitating swift and seamless exchange, clearing and settlement.

What we are advocating for is an
approach that entails the systematic
sharing of data, which can be leveraged
to prepare the payment message in
advance, rather than leaving it until the
end of the transaction. By implementing
such pre-validation measures, the entire
payment process can be transformed,
leading to significant improvements.
Thus, this simple yet impactful practice
of conducting pre-validation, also known
as "shifting left", we believe has the
potential to revolutionize the efficiency
and effectiveness of domestic market
operations.

Footnotes

1.EPA Asia believes there needs to be a long-term plan to the adoption of Legal
Entity Identifiers (LEIs) and believe over the long-term they are more robust and
inclusive than BICs (which are bank identifiers which Swift primarily uses).
Overall, we need approaches to data that works for all participants in the
ecosystem.

2.0ur members are concerned around data localisation initiatives and are
concerned that in seeking to address data sovereigntyand cyber security risks,
national governments are imposing unnecessarycosts on the industry.
Governments should focus on regulating the risk to end-users, such as data
loss and fraud, and be prepared to accept that regulation in another country is
sufficient to manage that risk.
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Next Steps

There are several initiatives that EPAA are exploring to further impact the work being
undertaken by the FSB. We are interested in hearing from our members their
thoughts on the following projects:

The development of a granular mapping of a few different cross-border payments
that are perceived as difficult. These could include P2P, P2B, B2B across different
APAC involved corridors that highlight particular areas of blockage.

User guidelines and requirements to be easily accessible - EPAA to create a list of
APAC markets and the current state of access to user guidelines and requirements.

Scams - We are comparing how the discussion is the industry collaboration is
coordinated across the region to share best practise and to find areas where regional
collaboration can be strengthened.

Standardisation of QR codes - EPAA is developing the next APAC Fintech Payments
Forum to focus on the standardisation of QR codes in the different markets in APAC.

It is exciting that EPAA can speak directly to the FSB regarding the various initiatives
to enhance cross-border payments on behalf of our members. Any EPAA member
interested in becoming more involved in these projects, please contact our General
Manager, Danelle Denny at danelle.denny@emergingpaymentsasia.org .

About the author Camilla is the CEO and the co-founder of Emerging Payments
Camilla Bullock Association Asia. Her role is to bring together the different participants
in the value chain of payments for collaboration. The core of the EPAA
activities is policy and advocacy to enhance the industry. Camilla has a
long career in the financial technology industry, starting in London in
early 2000 working for Reuters (today LSEG) and often talks about
coming home when she started her work in the payments industry.
Payments is the part of the financial service that touches peoples lives
every day, and through EPA Asia work lives can be improved. The
payments industry offered her an opportunity to combine her passion
for fintech and humanitarian questions.
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About EPAA

The Emerging Payments Association Asia (EPAA) is a community of payments
organisations whose goal is to strengthen and expand the payments industry across
the region for the benefit of all stakeholders.

The APAC payments ecosystem is diverse, with each country at a different stage of
development and with different drivers between countries. EPAA bridges this gap by
fostering a shared understanding. This is with the goal of unifying the payments
agenda across the region, driving business development and improving the
regulatory landscape.

EPAA brings the APAC payments industry together to discuss challenges and
opportunities across the region and to uncover best practice both in approach and
implementation. By creating linkages between industry, regulators, regional bodies
and other stakeholders, we deepen our shared understanding of the challenges and
can formulate positions on different aspects of payments that we then use to
educate and advocate for enhancements within strategically important jurisdictions
and across the region.

EPAA brings the APAC payments industry together to discuss challenges and
opportunities across the region and to uncover best practice both in approach and
implementation. By creating linkages between industry, regulators, regional bodies
and other stakeholders, we deepen our shared understanding of the challenges and
can formulate positions on different aspects of payments that we then use to
educate and advocate for enhancements within strategically important jurisdictions
and across the region.

For membership enquiries: sally.sternecker@emergingpaymentsasia.org
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