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In April 2023, the Emerging Payments
Association Asia (EPAA) continued the
discussion on the topic of alternative
payment rails and their impact on the
banking and payments industry. The
discussion involved several participants
who shared their insights and
perspectives on the topic. This report

aims

to highlight the key points
discussed during the conversation.

Key Points discussed:

There are inconsistencies across different countries and the need for
integrated platforms poses challenges for global customers and businesses.
Progressive regulators are working on creating a better regulatory
environment while maintaining financial system integrity.

Banks are open to exploring alternative payment rails to improve efficiency,
reduce costs, and enhance liquidity arrangements. They are looking for
solutions that can quickly enable the adoption of these rails and provide a
good return on investment.

The relationships between different players, such as consumers, banks, and
payment networks, are complex. Banks consider factors like speed, cost
efficiency, transparency, compliance, FX capability, and settlement models
when evaluating which payment streams to adopt.

Technology providers are building adapters to integrate alternative payment
rails into existing banking systems. The goal is to enable banks to go live
quickly and achieve a faster implementation process.

Alternative payment rails should be designed to allow multiple stakeholders
to participate freely. This approach creates opportunities for different players
to perform their roles effectively in the payment ecosystem.

Challenges related to alternative payment rails include integration with
legacy systems, changing definitions of regions, customer expectations,
regulatory complexities, and revenue opportunities.

Domestic schemes and players also benefit from partnering with alternative
payment providers. This allows for expanded acceptance, improved user
experiences, and seamless cross-border payments.

Convenience, simplicity, speed, and transparency are key factors in designing
alternative payment systems that meet customer needs and enhance the
overall payment experience.
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Overall, the discussion highlighted the growing interest in alternative payment rails,
their potential benefits, and the challenges that need to be addressed to fully
leverage their capabilities in the banking and payments industry.

Challenges and Solutions:

1.Localization and Fragmentation of Payment Systems: There was an
acknowledgement that payment systems have always been inherently
localized and fragmented. It was noted that even with the introduction of
digital payment methods, such as mobile wallets, the localization and
fragmentation have only increased. Mobile wallets have become not only a
primary mode of payment but also a means of banking and social interaction
in many societies.

2.The Gap in Traditional Payment
Rails: The discussion highlighted the
challenge of connecting payment
rails that are fundamentally different
from each other. Traditional
messaging services and cross-border
payment systems often overlook the
cultural and localized elements of
payment systems. Alternative
payment rails aim to fill this gap by
establishing direct connections with
mobile wallets and providing a last-
mile delivery solution.

3.Use Case-Driven Approach to Payment Rails: There is the need to define
payment rails based on specific use cases. One example mentioned was that
of a HR payroll company that requires connectivity between treasury
management, APl integration, and last-mile connectivity to facilitate seamless
payroll solutions. The focus should be on solving specific pain points for
customers rather than adhering to a standardized approach.

4.The Role of Government-Led Connectivity and Tokenization: The
conversation also touched upon alternative rails driven by government
initiatives, such as Enbridge, which aims to improve cross-border
connectivity. The rise of distributed ledger technologies and tokenization
were identified as other significant aspects of alternative payment rails.
Tokenization and its potential to streamline cross-border payments was seen
as a key area for collaboration and innovation.
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5.Perspective of Banks and Financial Institutions: The discussion
highlighted differing perspectives of banks and financial institutions
regarding alternative payment rails. While some banks are open to
collaboration with fintech providers to leverage existing infrastructure,
others prefer to maintain full control over their payment systems. There is
importance in understanding the specific needs and objectives of banks
when considering alternative payment rails.

The round table highlighted the need to
address the localization, fragmentation,
and inefficiencies in  conventional
payment platforms. Participants
discussed the importance of establishing
direct connections with mobile wallets,
solving specific use cases, and exploring
government-led initiatives and
tokenization as potential solutions.
Understanding the perspectives of
different stakeholders in the payment
ecosystem is crucial for driving
innovation and creating a seamless
global payment experience.

What are the three most important factors when enhancing cross-border
payments with focus on customer-centricity?
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We always turn to our members for thought leadership

Thank you

FINASTRA
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Finastra enables the financial services world,
to deliver the future of banking. Their open,
collaborative culture is redefining finance for
good; uniting technology, people and
businesses to bridge the SME funding gap,
boost financial inclusion, eradicate bias from
Al and tackle inequality.



