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Background

“Instant and frictionless” - these words finally rung true with the advent of domestic
Instant Payment Systems (IPS’) in 2008, with the Faster Payment System (FPS) going
live in the United Kingdom. This was the first time that individuals could actually
send money from their bank accounts to another person’'s bank account (A2A
payment) on a near-instant basis, and at scale. Few notable services had launched
before, aspiring to offer a similar experience, like Zengin (Japan) and SIC (Switzerland).

Over the years since, domestic IPS'" proliferated globally, and became de facto
platforms for scaled payments innovation with domestic A2A payments. Most
offer =~ 24x7  operations, low/no fees, ISO 20022, proxy addressing
services and scalable APl portfolio of data and 3rd party services - all
primarily supporting lower-value payments by individual consumers and MSMB
(Micro Small and Medium-Size Businesses) and few don't apply any transaction limits.

By 2021, “instant and frictionless” had picked up strong global momentum - scaling
domestic IPS’ implementations globally and trialling the same experience in
cross-border payments. Partly spurred on by digitalisation push during
the pandemic years, both public and private payments initiatives gained
momentum during those two vyears.!' Coming out of the pandemic, 2021
became a pivotal year for instant payments, with a few key milestones achieved:

e There were more than 60 countries with live domestic IPS implementations
globally 2, settling A2A payments with rising limits on a 24x7, instant basis

e Swift had concluded multiple trials and gone live with the “gpi Instant”
service, building on the success of Swift gpi to achieve cross-border instant
payments into UK-FPS3 and India-IMPS

e A global first case went live of IPS' bilaterally interlinking their platforms to
enable mobile proxy-based cross-border instant payments, between the
Singapore (SG) PayNow and Thailand (TH) PromptPay# services.

e BISIH® Singapore Centre published a model Blueprint for Project Nexus as a
key deliverable under #13 “Pursue Interlinking of payment systems”® and
other co-dependent building blocks established by the G20 “Roadmap for
Enhancing Cross-Border Payments” deliverables.

1.Covid-19 accelerated the digitalisation of payments (bis.org)

2.Nexus: a blueprint for instant cross-border payments (bis.org)

3.Swift enables instant 24/7 cross-border payments | Swift

4.Singapore and Thailand Launch World's First Linkage of Real-time Payment Systems (mas.gov.sg)
5.Bank of International Settlements Innovation Hub

6.Enhancing cross-border payments: building blocks of a global roadmap (bis.org)

7.Nexus: a blueprint for instant cross-border payments (bis.org)
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https://www.bis.org/statistics/payment_stats/commentary2112.htm
https://www.bis.org/publ/othp39.htm
https://www.swift.com/news-events/press-releases/swift-enables-instant-247-cross-border-payments
https://www.mas.gov.sg/news/media-releases/2021/singapore-and-thailand-launch-worlds-first-linkage-of-real-time-payment-systems
https://www.bis.org/cpmi/publ/d193.pdf
https://www.bis.org/cpmi/publ/d193.pdf
https://www.bis.org/cpmi/publ/d193.pdf
https://www.bis.org/publ/othp39.htm

Laying the foundations: Nexus Phases 1 & 2

As per the initial BIS Press Release in 2021, Project Nexus was established for
“connecting multiple national payment systems into a cross-border platform that
could enable international payments to happen as quickly as sending a text
message".7 The underlying objective was to contribute towards achieving the G20
goals of speed, cost, access and transparency in cross-border payments. Also, it was
presented as an alternate, much more efficient proposal to many bilateral
connections being explored post SG-TH going live, as they all could scale more easily
via a standardised, multilateral approach to IPS interlinking enabling “cross-border
payments within 60 seconds”.

G20 Roadmap Nexus Priority Nexus

for Enhancing Phase 1 Themes & Phase 2 Phase 3
X-Border ) Actions Mar 23 i
Payments (uly 21) (Feb 23) ( ) (Jul '24)

(Oct "20)

Figure 1. G20 Roadmap and BISIH Project Nexus Timeline - Key Milestones (non-exhaustive)

In 2021, the project team published their first artefact - a “Phase 1" blueprint
outlining a potential model for interconnecting global IPS'. This proposed a Nexus
Scheme & Gateways, and technical specifications including APIs. BISIH Singapore
Centre had developed this blueprint through multiple design workshops with central
banks, banks/PSPs, IPS operators and FX providers. This approach led to a few best
practices being incorporated into Phase 1 itself, including use of ISO 20022, full
compliance with the FATF travel rule, minimising changes to the source and
destination IPS’, extensive use of APIs and providing a more open access model to
providers of liquidity and foreign exchange (FX) conversion services. Concentration
risk and divergence in local market practices was a known challenge in some of the
bilateral models being proposed and implemented.

In 2022, BISIH Singapore Centre worked with the Bank of Italy, Central Bank of
Malaysia, Monetary Authority of Singapore, Banking Computer Services (BCS) in
Singapore and PayNet in Malaysia to build a working prototype to connect the test
versions of three established instant payment systems of the Eurosystem, Malaysia
and Singapore. This “Phase 2” POC further confirmed the technical viability of the
Nexus model, and the project report detailing the proposed architecture and key
learnings to date was published in March 2023.

Note: remaining text will review the Nexus Phase 3 Report, which supersedes previous
editions. If needed, please refer to available historical information by clicking on
milestone(s) in Figure 1 above.
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https://www.bis.org/publ/othp86.htm
https://www.bis.org/publ/othp86.htm
https://www.bis.org/publ/othp86.htm
https://www.bis.org/publ/othp86.htm
https://www.bis.org/publ/othp86.htm
https://www.bis.org/press/p230323.htm
https://www.bis.org/press/p230323.htm
https://www.bis.org/press/p230323.htm
https://www.bis.org/press/p230323.htm
https://www.fsb.org/wp-content/uploads/P091023-2.pdf
https://www.fsb.org/wp-content/uploads/P091023-2.pdf
https://www.fsb.org/wp-content/uploads/P091023-2.pdf
https://www.fsb.org/wp-content/uploads/P091023-2.pdf
https://www.fsb.org/wp-content/uploads/P091023-2.pdf
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.bis.org/publ/othp39.htm
https://www.fsb.org/2020/04/enhancing-cross-border-payments-stage-1-report-to-the-g20/
https://www.fsb.org/wp-content/uploads/P131020-1.pdf

Project Nexus Phase 3: Making it real

The recent Phase 3 report published in July 2024 outlines a path to implementing the
Nexus framework as a “real-life” platform. The following content lists key changes
and proposals to help transition Nexus to this next stage of maturity, and is not
intended to be representative of the report in its entirety:

1. Is it a Global or an ASEAN Nexus?

Let's get the elephant out of the room first! BISIH Singapore Centre worked closely
across 2023-24 with the ASEAN-5 Central banks of Singapore, Thailand, Malaysia,
Philippines and Indonesia to outline next steps towards achieving their public
commitment to interlinking their domestic IPS" as per the Nexus framework. While
Indonesia has confirmed they will be an observer for now, India has officially joined
the other ASEAN-5 markets in this next phase of Nexus.

But given the original Nexus concept was to build a global RTP interlinking standard,
at first glance the above approach might appear to have delivered extremely limited
scope. However, it is important to note that ambition of BISIH and the ASEAN 5
Central Banks remains for Nexus to be a “global” platform rather than “just a regional
solution”, and hence the governance, operations, scheme and technology proposed
easily support future connections to a wide range of global IPS'. Strategic expansions
like including India in the initial mix and already establishing an “ASEAN5+" group
adds economies of scale and eases the underlying business case.

So yes, it still remains a global platform proposition, and already not limited to ASEAN!

This select group of countries may ultimately prove to be more of a right-sizing
for Nexus, led by a cohesively banded together “coalition of the willing” to get the
service to a launch state. The 10th ASEAN Finance Ministers and Central Bank
Governors' Meeting held in August 2023 welcomed the increasing number of
intra-ASEAN payments inter-linkages and acknowledged the progress made by
BISIH on multilateral interlinking via Project Nexus. The Working Committee for
Payments and Settlement Systems (WC-PSS), a key regulatory body driving the
ASEAN Payments agenda forward, includes payments connectivity and innovations in
their revised TOR. ASEAN countries also remain collectively driven to meet the ASEAN
Vision 2025 regionalisation goals, which are also due next year.

Allowing scalability to new IPS’ and use cases, as well as inclusion of all countries and
types of participants are key design principle for Nexus. Other design
principles include alignment with public policy goals (including G20 and
UNSDG), retaining neutrality and fairness, ensuring financial sustainability
of operations and maintaining agility in responding to change and innovation.
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2. Payment types in scope

Nexus

Phase 3 outlines the initial implementation scope to cover low & medium

value payments with use cases being P2P, B2B, P2B and B2P, where B is classically an

MSME.

Transaction limits continue to be determined by the PSPs (Payment Service

Providers) and IPS thresholds, and there is an expectation that these limits as well as
applicable use cases will continue to evolve and scale in the future. For example,

payments to merchants at POS or online may be relevant in future scope.
3. Key stakeholders driving the Nexus implementation forward
Joint Oversight Forum (JOF)
Comprising Central Banks/Regulators
of the participating countries
Policy Committee
‘contracts out operational
and technology rolesto...
l Oversight Committee
N
runs Nexus Gateways and
day-to-day operations
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Figure 2. Nexus Actors and Proposed NSO Corporate Structure

Legend: l Ability to direct T Information flow

Nexus Scheme Organisation (NSO): An independent, not-for-profit
company limited by guarantee (CLG) established to lead overall Governance
& Management, managing the Nexus Scheme Rulebook, developing product
roadmap and fee model, managing disputes and the Nexus Technical
Operator (below). The NSO will be Incorporated and jointly owned by the
nominated central bank or IPS Operator from the participating countries. It
will be led by a CEO and an Executive team, along with a Board (of Directors)
that may further appoint a number of sub-committees and Advisory Groups.
Relevant central bank or regulator in the jurisdiction where the NSO is
incorporated will be identified as the “Lead Overseer”, having ultimate
authority of the oversight of Nexus.

Joint Oversight Forum (JOF): Oversight of the NSO and entire Nexus
scheme, comprising central banks/ regulators of participating countries, with
2 sub-committees driving Policy and Oversight respectively. The JOF would
ensure Nexus is operated safely and efficiently, consistent with international
best practices such as the PFMI, with oversight calibrated appropriately per
risks posed by Nexus.
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¢ Nexus Technical Operator (NTO): Responsible for providing and
maintaining the technology and network that supports Nexus, on-boarding
operations and technical support. The day-to-day business operations of
Nexus may be outsourced fully to the NTO, and not necessarily in the same
jurisdiction as the NSO.

e Proxy Directory holders may be separate entities from the IPS" in some
cases, hence are identified separately as stakeholders now

4. Updates to Scheme Rulebook

The revised Nexus Scheme rulebook has been benchmarked against other key
payment schemes in use around the world and assessed for compatibility against
the ASEAN-5 countries. Like most cross-border instant implementations today, the
Nexus scheme is designed to be incorporated by member IPS" as an addendum to
the domestic IPS Scheme, and incorporate local market practice variations and
AML/CFT practices.

The Rulebook requires the PSPs to implement several mandatory fraud controls
including “real-time sanctions screening” (i.e. immediately upon receiving the
payment instruction) for all Nexus payments. However, source PSPs in Nexus can
mark payments as either time-critical or non-time critical. For time critical payments,
a compliance hit will result in an immediate rejection however for “non-time critical”
the destination PSP can still accept the payment without crediting to the recipient
and take a defined amount of extra time to resolve sanction alerts. The rulebook also
defines dispute management related procedures and timelines.

5. Proposed commercial model
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Figure 3. Proposed fee structure for IPS, Payment Service Providers (PSPs), FX
Providers (SAPs)
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Financial sustainability of the NSO is a key design principle for Nexus, and the
commercial model has been accordingly designed to balance the interests of all
involved participants in the value chain while aligning with G20 target of 3% (or
lesser) cost to the sender.

The Nexus design already supports a lower cost base by maximising reusability of
existing community investments in IPS infrastructure and global standards like 1ISO
20022, RESTful APIs and Correspondent Banking Due Diligence Questionnaire
(CBDDQ). It also allows for scalable integration with additional IPS" without change
impact to existing members.

Fee allocation for the two IPS" and SAPs (Settlement Access Providers) is left open to
bilateral negotiation and market competition, but no deductions to the actual
payment value are allowed. Fees must be charged as a separate transaction. FX
providers cannot charge a fee and must cover all costs within quoted FX conversion
rates. NSO will charge the Source IPS a Nexus Scheme Transaction Fee per payment
on a “cost recovery plus” basis, expected to be ultimately a nominal portion of the
transaction fee charged to the Sender.

The optionality and economic incentive proposed to key industry participants aims to
establish a strong revenue model foundation for Nexus to remain financially self-
sufficient as it scales.

6. Technology considerations

Total Cost of Ownership )% Data Protection & Privacy
Cost of ownership across each Minimise the number of participants
of the stakeholders in Nexus as and locations that personal

well as the overall costs information is shared across

Resilience Onboarding

Ensure that there are no II II , “\ Ensure that new IPS operators can be
single points of failure % brought into the scheme easily with
anywhere in the service minimal effort from other participants

Scalability

/ Efficiency
Ensure that the architecture allows _l_ll_ ﬂ Choose the model that gives the most efficient

for rapid growth whilst providing 0 use of resources, from both an infrastructure
efficient use of resources initially and operational perspective

Figure 4. Nexus Technology Design Principles
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Nexus Technology Architecture aims to provide cost-effectiveness, scalability,
resiliency and flexibility to participants, providing a Shared Nexus Gateway hosted in
the Cloud as default, but providing other models including on-Premise to solve
integration challenges with diverse IPS implementations globally. Where feasible,
reusability of existing connectivity investments is promoted, for example between
the IPS’ and respective Proxy Directory Operators, PSPS and SAPs within existing
domestic community.

Note: Detailed technical documentation for Nexus is available to central banks and
payment system operators on request.

Looking to the future of Nexus: Instant & Frictionless?

Though we are at the very start of this journey to a real-life Nexus implementation
and much is surely to be proven in moving theory to practice, the initiative's bold
design and underlying regulatory drive has the potential to make it one of
the most transformative initiatives delivering Cross-border Instant Payments yet -
even setting a few "best-practice" benchmarks on making international money
movement go “instant and frictionless” at an ASEANS5+ and global scale. Scaling
up to enable relevant currency corridors to incentivise adoption by individual
and MSMEs will surely add value. Examples of such “markets of interest” in the
future can include Australia, United Kingdom, Europe, UAE and the United States.
Another consideration could be to establish bridges with other multi-market or
regional payment systems like BUNA, AFAQ or PAPSS, as they mature and extend
their services.

The litmus test for gauging domestic IPS' success is not typically a technology matter,
but rather business success factors like IPS members achieving commercial (and/or
regulatory) business cases, and compelling use cases made available to promote early,
scaled adoption by the end-user community. Both have proven to be the Achilles
heel for many a domestic IPS community. From a cross-border instant and Nexus
perspective as well, the business challenges seem more daunting than the technology
ones, for example balancing pace of required decision making with a complex multi-
market governance dynamic or identifying and mitigating novel risks associated with
a “open”, almost marketplace-oriented ecosystem of service providers.

In the future, some of the foundational elements being proposed in Nexus today
could also help extend its services beyond A2A flows, allowing the platform to
scale up and integrate with new, regulated forms of digital money (for
example CBDCs, PSP wallets and stablecoins) as well as new models of instant and
frictionless money movement across borders, for example cross-settlement between
source country IPS' to CBDC networks or regulated wallets in the destination country.

EMERGING PAYMENTS ASSOCIATION ASIA




With new initiatives like Nexus taking life and adding to the optionality mix, while
payments value chains continue to fragment globally and technology innovation
continues to advance at pace, the need for greater interoperability, seamless
co-existence and optimal convergence is inevitable. These will help safely
and securely deliver new payments service levels and innovative value
propositions to an increasingly more demanding and well-informed community of
end-users. With increased scale, more "open" participation and healthy competition,
a virtuous cycle could set-in triggering the creation of new, innovative overlay services
to address end-user demands and scale adoption.

This evolution of Nexus into an operational Phase 3 serves as a good example
to the global payments community that there’s a lot for all of us to
collectively innovate, unwrap and solve for as we continue our collective journey
towards an exciting, high-potential “instant and frictionless” future in cross-border
payments!
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