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The EBA is therefore setting up
a working group on APIs under
PSD2 (WG-API), with a view to
support industry in developing
high-performing and customerfocused APIs.

Dr Dirk Haubrich
Head of Conduct, Payments and Consumers, European Banking Authority
Dr Haubrich said that PSD2 has a number of different and often competing objectives,
which has required the EBA to make difficult trade-offs when developing its 12 mandates
under PSD2. He listed these as enhancing competition, facilitating innovation, ensuring
technology & business model neutrality, promoting customer convenience, contributing to
a single EU payments market, protecting consumers, and strengthening security. “Some
of these objectives compete with each other, such as creating a single payments market,
which would have suggested the EBA should impose a single API across the EU, while
also facilitating innovation and maintaining technological neutrality, which has pulled the
EBA into the opposite direction and leave it to industry to develop APIs,” he said. He gave

an overview of the EBA’s 12 mandates under PSD2, with the four milestones for each of
them. All 12 have been completed apart from mandates 11, 12 and 13, which should be
published in the official journal very soon. He pointed out that as the EBA was developing
its 12 PSD2 mandates, additional issues and requests for clarifications emerged, which
the EBA provided through several means. He went through all of these in detail, and said
that all have now been clarified.

Dr Haubrich then focused on the EBA Working Group on APIs which he regards as
important work. The RTS on SCA & CSC will apply from September 2019 and will require
account servicing payment service providers (ASPSPs) to provide at least one interface
for TPPs to access payment accounts. The RTS inter alia provides that ASPSPs may
obtain an exemption for the obligation of having such fall-back, provided they meet the
conditions set out in the RTS. However, the timelines for PSPs to become compliant with
the RTS and the GL are demanding, in particular for ASPSPs to meet the conditions for an
exemption from the fall-back mechanism. “The EBA is therefore setting up a working
group on APIs under PSD2 (WG-API), with a view to support industry in developing highperforming and customer-focused APIs.” The external stakeholders in the group will be

asked to identify issues and propose solutions on how the issues could be addressed,
which the EBA and national authorities will consider. Dr Haubrich mentioned that the EBA
received 164 applications for 30 available spaces and is selecting individuals based on
criteria such as experience with the design and development of APIs, knowledge of PSD2,
and focus on industry-wide solutions. Of the 30 spaces, 9 will be allocated to ASPSPs, 9 to
TPPs, 9 to API initiatives, and 3 to others.
Dr Haubrich stated that a key component of PSD2 is the deployment of the EBA central
electronic register of payment and electronic money institutions, which EBA developed
and submitted to the EU Commission in December 2017. The EBA register will provide
consistent and aggregated information that will allow market participants (including
ASPSP, TPP, QTSP) to verify, inter alia, the Identity of authorised/registered PIs (including
PISPs, AISPs), EMIs and their identification number; the jurisdiction where, and the
payment services for which, these PSPs have been authorised/registered; and information
on passporting, i.e. services and host MSs where PIs and EMIs provide services.
The content of the EBA register is provided by NCAs and is therefore equivalent to NCA
registers. It is expected to contain information on approximately 2,000 PIs and EMIs and
100,000 agents, and will be synchronised with CA registers without delay. It will be
downloadable automatically / manually, machine-readable, updated daily, and will be
cost-free to access. Following 12 months of IT development, the testing ended at the end
of January 2019 as planned; national data is currently being uploaded; and the register
will go public in February 2019.

The Commission was clear that the
IFR was intended to deal with a
number of related issues: a single
payments market, safety, innovation
in payment services, and
competition-related concerns. So
far these expectations have not
been fully realised.

Carlos Carriedo
Senior Vice President/General Manager Europe, Global Commercial
Services, American Express
Mr Carriedo began by saying that enabling citizens to have ownership of their data,
particularly through APIs, will have a transformative effect on payments and of course on
the customer experience. Turning his attention to the Interchange Fee Regulation (IFR),
he said that “the Commission was clear that the IFR was intended to deal with a number
of related issues: a single payments market, safety, innovation in payment services, and
competition-related concerns. So far these expectations have not been fully realised.” The

major expectation was that merchants would see a reduction in card costs which would
be passed onto consumers. He does not see this happening. Interchange fees have been
capped but merchant groups are concerned that other charges, notably scheme fees,
have increased. Another expected benefit of the IFR was to increase competition and
facilitate the entry of pan-European payment schemes. At this stage Mr Carriedo does not
see any significant market entrants, and has even seen a reduction in competition in a
number of Member States. It has forced American Express to exit their licensing business
in Europe, which affects 7 million cardholders. He said that “from a consumer choice
perspective, the IFR has had a negative impact, with a number of card issuers
withdrawing or scaling back some of the benefits to card usage that they were promoting,
and it has increased cardholder fees.”

However, from a more positive side, Mr Carriedo said that PSD2 is opening up traditional
financing institutions to allow third parties to access data and initiate payments. Open
banking will have a dramatic effect on how consumers interact with their banks, and
promises significant disruption to current business practices. He predicts “the arrival of a
host of consumer services that will give them greater control of their payments and
finances.” He believes that traditional suppliers will have to work hard to find new
relevance within the consumer space.
He commented that “we have had a lot of significant regulation over the last few years and
it will take time to really understand whether it has been effective or not.” He believes that
when the Commission starts to look at the next round of payments regulation, it will be
very important to consider what that regulation is trying to achieve and whether there are
more effective tools to meet these needs. He proposes that the next round of EU
legislation includes additional transparency requirements, mandating card schemes to
disclose all types of fees that merchants have to pay. This would provide merchants,
especially the smaller ones, with a more accurate picture of the total cost and give them
more choice between cards.
Going forward, he believes the priority should be to enable choice for consumers and
merchants. This means moving away from a one-size-fits-all regulatory approach towards
one where alternative payment providers are regulated in a way that helps them meet their
business needs.

Slido Audience Poll
In your assessment, is the existing EU regulatory regime for payments
“future-proof” for the next legislative period (2019-2024) or do we
need new legislation to cater for the current developments in the
market?

Panel discussion
Panel One: Taking stock of regulation
The Moderator asked for panellists’ initial views of PSD2 and whether it needs fine-tuning.
Mr Ducoulombier pointed out that PSD2 is just one of many new pieces of legislation that
have been put in place or are being developed, such as instant payments and mobile
payments. He thinks it would be the wrong idea to change any of the new regulations;
they have to be given chance to prove their worth. He is pleased to see it very well
accepted in the marketplace, and added that the European Commission has no plans for
a PSD3. Mr Lane sees the marketplace opening up with PSD2, and believes there is
significant competition in the payments arena. He likes the fact that consumer choice,
safety and security are at its heart as endemic standards that need to be seen in all
aspects of payments across Europe, including real-time payments. He considers PSD2 to
be highly beneficial for all kinds of businesses, with the real value being open banking, an
area in which Europe now plays a leading. Mr Ryder agrees that PSD2 is “a beneficial
piece of legislation that may even be seen as revolutionary, and which has potential to
create numerous opportunities and interesting applications.” He sees PSD2 as a
framework that allows innovation to take place.

A delegate commented that APIs must be ready for testing on 14 March, and asked what
contribution could the EBA API working group realistically still provide? Dr Haubrich
hopes that the working group participants will tell EBA what issues they face, to allow the
EBA and the national authorities to address these issues and make their responses public
as appropriate.
Another delegate asked if DG FISMA and EBA consider that card-on-file transactions fall
outside the scope of the SCA RTS, especially as SCA may impact consumer experience
and innovation. Mr Ducoulombier pointed out that there is a Q&A tool on the EBA website
that is available for such questions, and both the EBA and the Commission will endeavour
to provide answers. He said that the transactions initiated by the payer have to be subject
to strong customer authentication. Dr Haubrich added that PSD2 has been described as
transformative in many respects, that the embedding of security requirements into EU law
alone has been a paradigm shift, and that therefore certain business practices may no
longer be compliant with the incoming requirements: “New opportunities may therefore
also come with a downside.” Mr Lane pointed out that the topic of card-on-file
transactions is a very broad and covers a whole host of transactions such as subscriptionbased payments, which may have to be considered slightly differently and more narrowly.
A delegate pointed out that SCAs are relatively straightforward for consumers but quite
difficult for businesses. Mr Carriedo agreed that businesses experience much more
complex customer journeys and thus have more demanding requirements which have to
be addressed in a different way. He gave the example of a company’s central accounts
department where one program administrator might be paying for airline travel for
numerous employees. This follows a very different path in terms of what needs to be
authenticated. “All these different scenarios need to be looked at from a different
perspective and with a clinical eye.”
A delegate enquired what might be the largest regulatory hole(s) in PSD2 in regard to the
upcoming digital assets evolution in the payments space? Dr Haubrich said that if this
refers to crypto assets, the Commission has already filled a gap with a FinTech Action
Plan looking at whether crypto assets should be regulated, to which the EBA provided
input via a report last month. He said that, in addition, very helpful clarification has been
brought through another directive: the Money Laundering Directive: “MLD5 has included
new provisions that so-called custodian wallet providers and virtual currency exchangers
are now subject to money laundering requirements.” He also pointed out that Recital 10 of
AMLD5 clarified that virtual currencies are not funds under the PSD, neither are they
electronic money, a currency, nor legal tender.

The Moderator asked if any panellists had proposals or recommendations for European
legislators joining the new European Commission coming in later this year? Mr Ryder
would like to see what liability models might look like in the future world of payments. He
said that traditional liability models have a payment service provider and a customer: as
this chain gets more complicated – with both money and data at stake, and multiple
participants - it might therefore be useful to clarify out how this works. He then reiterated
that the foundations of Open Banking should be expanded to other sectors, starting with
pensions, and taking in markets such as energy and utilities, putting customers in control
of all of their data. Mr Lane would like to see more clarity and transparency in the area of
digital assets. Also where conflicts of law exist, he would like to see these addressed in a
pragmatic way, for example how PSD2 interacts with GDPR. Mr Carriedo believes the
surcharging perspective does not give the best conditions for choice for buyers and
sellers, and considers this is an area to be looked at. In addition, and possibly more
importantly, he would like to see it easier and less painful for new entrants to come in.

DG CNECT is very busy with
Blockchain, as large-scale
projects are now being publicly
announced and starting to be
developed. More than ten large
projects are due to go live
2019-2010.

Lukas Repa
Policy Officer, DG CNECT, European Commission

Mr Repa introduced the FinTech Action Plan, which was published in March 2018 to help
the financial industry use rapid technology advancements such as AI and Blockchain and
strengthen cybersecurity. It will enable innovative businesses to scale up and support the
uptake of new technologies. Achievements since then include an EU regulation on
crowdfunding; the request for ESMA and EBA to report on how they perceive crypto
currencies and whether the current regulatory framework is sufficient; innovation hubs
and regulatory sandboxes; the EC expert group ROFIEG on regulatory obstacles to
financial innovation; and FinTech Labs with EU regulators. Mr Repa commented that “DG
CNECT is very busy with Blockchain, as large-scale projects are now being publicly
announced and starting to be developed. More than ten large projects are due to go live
2019-2010.”

Moreover, the European Blockchain Partnership of 26 Member States, Norway and
Liechtenstein is developing a European Blockchain Services Infrastructure which aims to
deploy cross-border digital public services compliant with EU values and laws, and which
meet the highest standards of privacy, cyber-security and energy efficiency. Another
project is the EU Blockchain Observatory and Forum to exchange knowledge. Six
workshops have been organised with 12 more planned, as well as 500+ projects and
trainings.
Mr Repa highlighted the advice provided by ESMA on 9 Jan 2019: “Most tokens fall
outside existing EU financial services rules. EU policymakers could consider the
opportunity to adopt a bespoke regime for tokens that do not qualify as financial
instruments. That regime must be supple enough to capture the wide variety of
characteristics and risk factors that these non-financial instrument crypto-assets
introduce.”
Mr Repa also explained the thinking behind the International Association for Trusted
Blockchain Applications (INATBA) which will be established in March 2019 in Brussels. It
aims to offer permanent dialogue with public authorities and regulators to achieve
regulatory convergence, and develop sector-specific guidelines and specifications for
development and acceleration of trusted sectorial Blockchain and DLT applications in
specific sectors such as finance.

The number of digital payments
is expected to exceed 750
billion in 2020, and these
payments must be secure,
simple and seamless. To make
payments totally frictionless,
collaboration is critical.

Eilin Schjetne
Head of Products and Solutions for the Nordic and Baltic region, Visa

“The number of digital payments is expected to exceed 750 billion in 2020, and these
payments must be secure, simple and seamless. To make payments totally frictionless,
collaboration is critical,” stated Ms Schjetne. She described current trends in Norway

where cashless shopping is extremely strong, while online shopping, in-app purchases
and mobile payments are all expected to outpace face-to-face commerce. In a consumer
study conducted by Visa among 36,000 consumers from 19 European countries, it was
found that the number of Europeans regularly using their mobile device for payments has
tripled since 2015 and is now at 54%. She indicated that a growing number of connected
devices will revolutionise how people carry out commerce: “Every connected device can
essentially be tokenized and be a payment instrument.” She said that around 20-30 billion

devices are expected to be connected within a couple of years, including cars, fridges,
smart utility meters etc.

Ms Schjetne is aware that with new technology comes new fraudsters. However, AI and
machine learning enable additional layers of protection to be added, to monitor
transactions in real-time and automatically detect malicious activity. She believes that
Blockchain has great potential to eliminate intermediaries and improve transaction costs,
speed and security. However, lack of standardisation and regulatory frameworks remain
concerns. The Visa B2B Connect Platform is designed to give financial institutions a
secure and simple way to offer B2B payments globally; it’s a scalable Blockchain
payments network.

Slido Audience Poll
Are you using, or have you used Cryptocurrencies for payment purposes?

Are you using, or have you used Payment Initiation Services (PIS)?

Are you using, or have you used Account Information Services (AIS)?

Panel discussion
Panel Two: Digital transformation of the payments landscape
Ms Hielkema is not surprised at these results and the low usage of these new technologies.
She believes that one of the reasons is that consumers are very concerned about privacy
and security of data. People also need to become acquainted with new payment methods,
and those that people trust will be used. From a Lithuanian perspective, Mr Jurgilas says
the country is still largely cash-based so more could be and is being done to promote other
means of payment, particularly instant payments. Electronic money institutions are playing
an increasing role in the country and are growing in market share, although different
security standards need to be addressed, with suggestions that it might be necessary to go
beyond the AML5 standards. Mr Repa added that one key reason why cryptocurrencies
are not being used is the volatility of Bitcoin, which makes it less interesting to use as a
means of payment.
The Moderator brought up the topic of e-commerce. Ms Beaulaton said that the digital
transformation of the payments landscape has been a pillar of the development of ecommerce in Europe but she does see some challenges ahead. One is the need to adapt
to evolving consumer expectations and find the right solutions to address both the need for
seamless (moving toward invisible) experiences and security. For the latter, the use of AI
and “behind the scenes” authentication features will be useful, along with developments of

biometric authentication. She said it’s also essential to adapt to the evolution towards
omnichannel commerce. Here, technology is improving in regard to mobile commerce
and payments with wearables. Then there is the challenge of costs of payment solutions
for merchants. “Increasing competition could bring the costs down, and Blockchain is
forcing us to rethink the question of intermediaries and transparency.” A final challenge is
linked to the fragmentation of the European payment landscape.
A delegate asked why the EU is dominated by US payment firms, as lamented recently by
Yves Mersch, a member of the Executive Board of the ECB? Mr Repa said that the two
payment systems of Visa and Mastercard have a very entrenched customer base, a large
merchant acceptance network, and enormous network externalities. “For a small start-up
to even consider completely disrupting this payment landscape is illusionary.” Moreover,
a start-up only has a timeframe of 5-6 years to become really profitable, so FinTechs are
much more likely to integrate Visa and Mastercard into the apps they are producing. A
good example is ApplePay. In Europe, these are very efficient networks, and customers
like the convenience, so it is difficult to see them being disrupted. PSD2 could be a
facilitator of such a process but he does not expect to see a dramatic change in the
payments landscape. (These comments are based on his research; they are not the
Commission’s position.) Ms Hielkema agreed, pointing out that consumers don’t see
borders; customer experience is more important for them.
The Moderator asked about the risks of financial exclusion. Mr Jurgilas said that the Bank
of Lithuania conducted a survey – and repeated it because the results were so surprising
– that found that 20% of people in the country choose not to use a bank account because
it is too expensive. In his view, this is a key reason why PSD2 will prove extremely helpful,
with its initiative to monitor the fees and allow easier switching between bank accounts.
He said that “financial exclusion will not come about due to unreadiness of people to
embrace new technology, but cost.”
On the topic of security, Ms Schjetne said it is more difficult to be a fraudster these days,
given the investments made by financial companies. However there is always a balance
between security and convenience, and the strong customer authentication part of PSD2
introduces more secure payments but also adds a bit of friction to the payment
experience. Visa has therefore developed tools to give to the merchants and issuers to
remove these frictions. These include AI apps and trusted listing apps. Consumers also
want biometrics, in which Visa is also investing heavily.

Slido Audience Poll
What do you see as the biggest driver of change in the payments sector
currently in a fast-evolving financial landscape? Is it:

Is the EU’s regulatory framework ‘fit for purpose’ to enable the payments
sector to meet the challenges and make the most of the new
opportunities in this changing landscape?

Is the European payments sector itself doing enough to respond to those
challenges and make the most of the new opportunities?

Who needs to do what to meet the challenges and seize the opportunities?

Panel discussion
Panel Three: The future of EU payments - C-level perspective
The Moderator asked how the panellists see the landscape evolving and where will we be
in five years’ time? “Over time, I hope that payments will disappear!” said Mr Perez. “This is
because payments will become embedded in the actions of commerce.” This is what
Mastercard is working towards: embedding payments in a simple, safe, efficient, cheap
and secure way. He gave the example of Masterpass, a digital wallet offered by
Mastercard to provide consumers with a faster checkout process. Mr Bayle sees something
similar happening with central bank payments between two IBAN numbers, as a
complement to retail payments. He said that most of the technology is available today and
will be introduced as a domestic tool for Europe. He added that a key driver is customer
demand; “consumers want a totally seamless experience when they pay.”
In the present and the future, Mr Perez sees FinTechs as absolutely essential: “We can’t
invent everything ourselves.” He said that FinTechs are a huge source of learning and
Mastercard collaborates very closely and strongly with FinTechs around the world. From a
regulatory perspective, Mr Bayle regards FinTechs as new actors coming in as a means to
drive innovation in Europe and help increase the efficiency of payments. However, he
pointed out that “we should not assume that just because an entity is new then it’s better
than entities that have been around for much longer.”

A delegate asked why Europe does not work with a single European IBAN bank
account/number instead of IBAN numbers specific to countries? Mr Bayle said that an
IBAN number is an international standard, it’s unique and can be used to pay anywhere,
although he recognised that the Banking Union might see EU IBAN bank accounts
differently.
A delegate asked whether compliance has to be unified within Europe in order to have a
borderless experience? Mr Bayle took this to refer to the sanctions screening process
necessary to authorise a payment. He agreed that this is a requirement which is even
more complex when it’s cross-border, because the black lists may not be completely upto-date at the same time all over Europe. He concurs that harmonisation work needs to be
done: “This has been identified and work is in progress in this direction.”
Another delegate brought up the topic of a pan-European payments scheme, which the
banks vetoed because it didn’t pay the interchange fees. He wondered whether this
problem of interchange fees needs to be fixed to drive new competition into the payments
market? Mr Bayle said that in the area of connecting cards to instant payments, the ECB
is looking at ways to improve interoperability in the coming years.
The Moderator asked about the impact of Brexit on the payments sector. Mr Perez said
that the UK is one of Mastercard’s biggest, most innovative and dynamic markets in
Europe and will continue to be so after Brexit. “We will adjust to whatever is decided to be
the best formula and way forward.” In a no-deal scenario, Mr Bayle said that the UK would
have to re-apply to SEPA, which might take some time. In the meantime, relocation might
be the solution for European companies. If there is a deal, he said there will be continuity
of service.
In their closing remarks, Mr Perez said the industry will continue to innovate and deliver
value to consumers and retailers, and regulators need to ensure that this is done in a fair,
competitive, transparent and safe way for all stakeholders. He would not like to see
regulators choosing winners or stopping competition. Mr Bayle said regulators and
industry are already in good and close contact in various fora. He is keen that industry
develops new technology, but would like to see it done for Europe as a whole, not for
individual domestic markets.

