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The 9th meeting of the Global Payments Forum was held on August 16, 2022 as a global virtual
event. Camilla Bullock, CEO of the Emerging Payments Association Asia, and Jessica Renier,
Managing director for Digital Finance at the Institute of International Finance (ITF) welcomed
the speaker and participants, as well as the Forum co-chairs, Rich Clow (Bank of America),
Stephen Grainger (Mastercard) and Carrie Suen (Ant Group).

Ms Bullock introduced the topic, “How to develop a comprehensive framework to guide and
support regional payment integration” and the panellists:

e Gopalaraman Padmanabhan, Non-Executive Director, Axis Bank;

e Amira Karim, APAC Public Policy Lead — Payments & Financial Services, Amazon; and

o Steven Chan, International Head of Government Relations and Public Policy, Asia-Pacific
and Latin America, PayPal.

The meeting was moderated by Lars Sjogren, EPAA Ambassador, Ex~CEO P27. He provided
background to the topic, noting the importance of payments to everyday life and international
trade, as well as the correlation between digital payments and societal growth. Lars also
reflected on the various on-going initiatives to move the payments industry into the future,
sharing feedback that despite these initiatives, the current challenges with cross~border
payments — specifically issues around cost, transparency, and settlement times — remained in
place and that there was still work to be done to remove operational friction from the cross-
border payments process.

In response, the panellists were asked to address themselves to three topics: (1) Is legal
harmonization as a policy objective a precursor to enhancing cross-border payments? (2)
What, how, if and why should the industry explore a single rule book? and (3) What does
innovative regulation related to cross-border payments look like?

The following challenges were identified in respect of legal harmonisation:
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o Differences in legal systems (in terms of efficiency of process) between nations,
consideration as to choice of law clauses and fora for dispute resolution;

o Issues around data protection and the collection/ sharing/ storing of personal data (and
the potential for monetising that data), particularly data related to payments;

o Ability for nations to scale-up their technology at the same rate as their peers;

o Interoperability of payment systems; and

e Management of risks and volatility associated with the wholesale foreign exchange market
to ensure suitability for retail consumers.

The following criteria were identified as important considerations in the design and/or
implementation of a single rule book:

e Definition of a “single rule book” — is it a comprehensive concept that entails complete (or
close to complete) convergence of retail and legal frameworks, or is more high-level,
where alignment is built among countries on key principles and objectives (i.e., regional or
corridor specific policies), but still allowing for flexibility/ manoeuvrability to establish
their own enforcement parameters.

e What underlying goals are to be achieved from the development of a single rule book? Is
the focus on specifically cross~border transaction legs, or is it focused on targeted aspects of
domestic regimes that also impact the efficiency of cross-border payments?

e Priority should be given to fundamental issues, of cross-border payments, e.g., safety and
reliability (in terms of data governance, or interoperability standards between legacy
messaging systems and newer standards).

e How best to implement a single rule book? Many of the studies on this concept borrow
from regions that have a common financial infrastructure or common institutions, which
allow for greater facilitation and implementation of a highly converged set of frameworks.
The regulatory landscape in emerging markets is highly fragmented and presently lacks the
required infrastructure for implementation.

o Reference was made to Project Nexus from the BIS as an example of a cross-border
implementation project that sets clear parameters for meaningful harmonisation,
whilst maintaining areas that are to remain under the remit of local regulation until
such time as they can be harmonised.

o Interplay between regulation and technology — here collaboration between public/ private
enterprises will be critical to establishing an environment that will invest in innovation.
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Establishment of a uniform set of standards to facilitate establishment of a cross-border
payments framework.

The following regulatory areas were proposed as a means of promoting innovation in the
cross-border payment space:

Open banking — as a means of providing users full ownership of their data — and Open API
— allowing for new products to be seamlessly integrated to existing infrastructure and
interfaces. These would allow for consumers to leverage providers to use their data to
create/ develop products that have positive impact or will positively improve their day-to-~
day activities.

Development of a Digital ID — this can assist with elements of security and reliability,
which would then assist in facilitating international trade transactions and processes, €.g.,
exchanging contracts, onboarding new suppliers, compliance with AML regulations etc.
Regulations around DLT and blockchain — not only in terms of CDBC, stablecoins and NFTs,
but development of a new payments infrastructure that would provide SMES with
affordable, international payment options.

Following on from the panel discussion, a number of follow-on comments were raised:

Any proposed regulations to address issues around cross~border payments should be at a
high-level/ principle based and not product specific, as this will facilitate international
agreement between countries and minimise concerns that are specific to the design of
products.

In terms of harmonisation, or creation of a single playbook, lessons can be learnt from
bilateral arrangements and their roll-out.

Due to the different characteristics within geographical regions a regional single rule book
that can be tailored to the nuances and specific issues faced by a region makes more sense
than that of a global single rule book. This would also facilitate implementation and
simplify the process of engaging with regulators, when necessary.

Focus should be paid on how to enable payment service providers, notwithstanding the
varying compliance requirements across jurisdictions. Unless this is addressed by way of a
common set of minimum requirements, and a common means of enforcing such minimum
requirements, the issues around regulatory compliance will not dissipate even if cross~
border payments were to otherwise be seamless.
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o In response, one member shared that the IIF is finalising a report that picks up on
the themes of harmonisation and standardisation, reflecting on the work that has
previously been done by FATF and picking up on certain key themes of drivers,
including drivers of costs, data harmonisation and data standardisation. The report
also comments on the practice of certain countries to add additional compliance
requirements beyond those recommended by FATF, as well as noting that there
presently are no international work streams focused on the areas of data standards
around capital controls or data gathering for sanctions screening processes. All
these factors serve to reduce transparency, reduce efficiencies, and increase costs.!

e The influence of technology has to be balanced — on the one hand, technology that is
developed without a proper framework may create risks that were previously unknown,
but on the other various technological developments, €.g., in RegTech, may provide smart-
solutions for common problems. As an added consideration is the fact that end-~users/
consumers are increasingly tech savvy and looking for better user-experiences. Any
technological development therefore should ensure consumer protections are in place and
also work to address UI/UX considerations.

e Within APAC, there is a move by local governments towards digitalisation, but there is also
a move towards national safety and security, e.g., through more stringent data protection
regulations, enhanced AML/ KYC requirements etc. This leads to competing commitments
as governments and regulators try to digitise services and promote efficiencies and
transparency yet remain focused on the enforcement of regulatory requirements that
counteract these benefits.

e The APEC program within Asia shows that cross-border harmony of regulations around
identity is possible. This concept could be extended to the world of cross-border payments,
with countries agreeing on a set of minimum thresholds and then establishing a tiering
system with regulatory reporting applying concomitantly.

e Reference was made to the work being done in the area of cross~border payment
capabilities, specifically to the work done in the US (by the clearing house and the Fed) and
the 2021 pilot between the EBA and SWIFT on how technology would operate on an end-
to~end basis, and the roles parties played in moving money in a more efficient and
economical manner. The next stage is to enhance capabilities, and at the same time define

1 This paper has subsequently been published as G20 Roadmap to enhance cross-border payments: IIF industry
position paper > The Institute of International Finance.



https://www.iif.com/Publications/ID/5027/G20-Roadmap-to-enhance-cross-border-payments-IIF-industry-position-paper
https://www.iif.com/Publications/ID/5027/G20-Roadmap-to-enhance-cross-border-payments-IIF-industry-position-paper
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the rules that are required to understand what data would need to be shared between users
to support regulatory requirements (AML/ KYC etc.)

e A concern was raised as to leaving certain countries behind in the quest for innovation as a
result of their lack of technological development — as an example, within Asia the
economies of Hong Kong and Singapore are more progressive, but in Laos or Cambodia,
they are more nascent and rely on legacy systems.

e [tis important to maintain a spirit of “dynamic competition” in any infrastructure or
architecture development in addition to innovation. This would prevent dominance of a
few market participants, and also ensure that products developed are of standard.

In closing, Ms Bullock noted that the key takeaways from the session were (i) the impact of
data localisation on payments; and (ii) interoperability. She thanked all panellists and the
audience for their attendance. The next meeting of the GPF will be in late October and hosted
by the Payments Association.



