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The market players’ debates about the 1SO20022 migration of the world’s leading
Financial Market Infrastructures (FMI) and its consequent implications for Financial
Institutions (FI) and Corporates alike have been accelerating over the last 18 months
with SWIFT's deadline of November 22 having loomed at the horizon.

But will we really enter what is touted as
new era of transferring richer, better, and
structured data*, especially in the context
of cross-border payments? And when?
Where and how can Fls, service providers
and corporates derive appropriate returns
on their investments and open new
revenue opportunities? We took a closer
look at its impact for FIs and Corporates in
the ASEAN region.

Has the road to friction-less cross-border payments been achieved?

There is data backed by insights from cross-border payment data, that states a STP
ratio of 95% - a number very much in line with what the biggest global banks state
for their own payment processing ratio. New initiatives from Swift, like its low value
cross-border payment services (SwiftGO) and the Payment pre-validation service
(that essentially constitutes an upfront account verification service) has helped to
reach numbers this high.

The audience did not agree with Swift's numbers though. According to their
experience in the ASEAN region, around 30% of cross-border payments encountered
friction with several participants mentioning checks & investigations around
sanctions lists and overall quality of data as the main reason for this friction.

Can cross- border payments be cheap, fast, reliable, real-time and accelerate
reconciliation?  With the rise of instant payments in ASEAN of instant payments,
corporate clients (and their customers) expect the same experience for cross-border
payments, a sentiment accelerated by the advent of cross-border real time schemes
that now Singapore maintains with Thailand and soon with Malaysia, India as well as
Indonesia thereafter.

* We have highlighted some of these in our report earlier this year (‘The real value of 1ISO 20022.
What all banks need to know but don't know when implementing’).
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With bi-lateral agreements having started,
a regional connectivity is the designated
objective with the central banks of
Indonesia, Malaysia, the Philippines,
Singapore and Thailand just having
announced a MoU on QR-code based
payment connectivity in the lead up to the
G20 summit.

The audience admitted though that regional real time connectivity will not be
achieved in ASEAN in the very near term. Secondly, when it comes to on behalf of
(OBO) payments, limited payment data can be captured especially in the B2C, P2P
space using these rails - clearly a disadvantage compared to HVPS rails.

What are the real use cases for FIs and Corporates?

FIs, having assessed the benefits (and preceding efforts) for some years by now are
clear and in unison about (i) standardisation leading to operational efficiency and
(long-term) cost reduction, (ii) opportunity of building of powerful analytics for
customer segmentation and cross-selling, (iii) richer data better supporting
compliance checks & regulatory reporting, etc.

Corporates on the other hand are still struggling to find a common storyline both
from a b2b and b2c angle. Banks continue to promote to corporate treasurers the
efficiency gains through automated remittance reconciliation as well as the
facilitation of POBO/COBO set ups in their efforts to establish payment factories.

However, that OBO information populated in a specific field may not be recognised
by another jurisdictions’ beneficiary banks due to different interpretation on
payment transparency standards and subject to local market nuances. That shows
that despite 1ISO20022 being a common file standard, there are still deviations across
the banks and (ASEAN) markets. During the roundtable discussion it became evident
that more exploration & brainstorming at an industry level is required to identify
these use cases.*
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Where is the ROI? Show me the money!

Looking at cost/investments first, most of the participants conceded that both a
short-term and a long-term view must be considered. Especially for banks and
payment processors, a high upfront investment in technology, binding resources &
budget (and thus opportunity cost for being unable to execute other developments)
are inevitable. Running processes, and systems in parallel in the mid-term will likely
continue to keep cost high with true cost savings only expected in the longer term
(eg after 5 years?) with legacy protocols abolished and aforementioned efficiency
gains realized, most notably in IT and Ops departments.

Now where are the revenue drivers? Any
specific benefits for UX? Well, it depends
whom you ask! Banks in the region will
naturally see an opportunity to better
leverage their corporate clients’ data to
provide better insights and monetize at
the back of that, for instance through
Treasury and Payment Dashboards.

Not so much for the corporates as they do not expect to improve the UX in their B2B
or B2C models. Neither do corporates see leverage to up-price current product and
services because of a richer, better, and structured data promise. As a matter of fact,
not having been able to identify true value drivers, some participants perceive
1SO20022 as just another set of rails to counter, and other participants advertise it as
‘remedy-for-all' in the cross-border payment space.

After a hefty debate, the roundtable could agree to understand 1SO20022 as an
enabler, especially for making FMIs, banks and payment systems interoperable while
playing the role as a standard setter across the region.

The participants concluded that revenues must come out of newly created product
and service ideas that are founded on innovation on top of the benefits that come
with 1SO20022. Hence, investing in making an organization 1SO20022 ready would
not result in direct ROl but rather down the timeline; for instance, by leveraging
new/additional data elements, also naming cross-regional QR Code-empowered
payments as one of the near-term future ideas.

* We have highlighted some of these in our report earlier this year (‘The real value of 1SO 20022.
What all banks need to know but don't know when implementing’).
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Ready, set, go? Yeah, kind of...

At its core, the 1ISO20022 migration is a harmonisation project that aims to manifest a
common language for payments globally. The complexities are evident. When even
SWIFT again delayed its CBPR+ project ( ie. ‘the ISO 20022/MT coexistence period”)
until March 2023, as banks and FMIs alike (here ECB's Target 2 HVPS) vouched for
more testing time, how can corporates and Fls in ASEAN be assumed to have ‘this all
sorted out™?

With deviating opinions (and arguably
agendas) across consultants, banks,
corporates and IT providers, the
roundtable has illustrated that for the
ASEAN region the debate needs to
continue, especially, but not limited to,
identifying convincing value propositions
for corporates.

Who would have thought that an apparently dry infrastructure topic can lead to such
an enthusiastic, passionate debate covering a variety of viewpoints! The EPAA is
looking forward to continuing to help shape the understanding on an industry level
for this region.

About the author Raphael serves as General Manager of the FinTech Association
Raphael Jansa Hong Kong. He is an experienced corporate and transaction
banker, having held various senior roles over a 15 year span,
including in the correspondent banking and clearing space,
market and client intelligence and corporate treasury advisory,
having worked closely with FinTechs operating in the blockchain,
payments, eCommerce, and fraud detection areas. For years, he
has been a speaker, contributor and thought advocate of the 1SO
20022 Migration space.
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Healthy economies depend on healthy financial systems, that's why the world
relies on software from FIS, who support more than one million merchants
around the globe. Since 1968, FIS has been pushing the limits and building the
strength of financial technology. That's why today, from Wall Street to Silicon
Valley to places that have yet to emerge on the world scene, the most-innovative
companies partner with FIS to build differentiating payment, banking and
investment systems that improve the way we all live, work and play.
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