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“THERE IS PRESSURE  
ON PAYMENTS 
ORGANISATIONS  
TO BE BETTER,  
SAFER AND FASTER”

Future-proofing your 
reputation in payments 
Payment organisations, whether incumbents or new entrants, need  
to plan ahead in order to ensure survival in the changing cross-border 
payments industry.

The ability to process payments across mar-
kets globally can drive significant business 
opportunities, but also comes with height-
ened risks of money laundering and fraud. At a 
time of great change in the payments indus-
try, financial institutions (FIs) and payment ser-
vice providers (PSPs) are under pressure to 
innovate but at the same time honour prom-
ises made to their clients.

“There is pressure on payments organisa-
tions to be better, safer and faster,” says Neela 
Das, head of product innovation at global pay-
ments and financial crime compliance com-
pany, Accuity. “It has never been more 
important to find new mechanisms for suc-
cess, while ensuring FIs and PSPs are protected 
from regulatory and reputational risk.” 

FIs and PSPs need to be more creative 
with both their real-time and batch pay-
ments processes, according to Ms Das, as 
competition intensifies the need to differen-
tiate and innovate. “With greater competi-
tion, there is also a downward pressure on 
pricing,” she says. “Organisations have to 
think more strategically about where they fit 
in the cross-border payments landscape, 
especially in the context of the cross-selling 
and up-selling opportunities that the new 
environment might bring them.”

Innovating in such an environment is not 
without its challenges, however. FIs are trying 
to emulate the robust and customer-friendly 
services of the emerging players, while at the 
same time re-engineer legacy systems. But 
there is evidence that a rethink is happening, 
with strategic tie-ups between FIs and PSPs 
on the increase. In this way, the payments 
innovation of the new PSPs is being com-
bined with the customer trust and capital 
backing of FIs. 

WORKING TOGETHER
It is important to understand the challenges 
faced by incumbents and new entrants in order 
to understand how partnerships could emerge. 
FIs are facing increasing regulations covering 
money laundering, know your customer, tax 

recovery, and capital adequacy. These all make 
demands on how a bank’s capital can be used. 
FIs are being forced to make difficult decisions 
about how they apply investment resources to 
innovation.

On the other hand, PSPs are much more 
focused on customer trust and client acquisi-
tion. “This is where FIs are stronger, particu-
larly among the profitable corporate 
customers,” says Ms Das. “These customers 
still need to be convinced by new entrant 
PSPs, who must offer services that are clearly 
set apart from existing offerings.” Another 
challenge for PSPs is that they do not own the 
relationship with the customer and therefore 
do not have the same cross-selling opportu-
nities of the FIs. 

However, Ms Das makes the point that 
PSPs are not immune to compliance chal-
lenges. “Increasingly, PSPs realise that they 
need to prove compliance and robust regu-
latory controls to attract high-value corpo-
rate customers,” she says.

Collaboration with FIs will help PSPs to 
penetrate the corporate market, advises 
Robert McKay, executive vice-president at 
Accuity. “PSPs that want to enter the corpo-
rate market face a tough challenge because 
corporates consider that their broader pay-
ments needs are met by FIs. In collaborating, 
PSPs can leverage that trust and inspire cor-
porates with innovative solutions. 

He adds: “We are seeing early trends 
where the winners are those PSPs that col-
laborate with FIs.” For their part, FIs can pro-
tect their valued corporate relationships by 
creating hybrid partnerships, using PSPs to 
improve parts of their payments operations. 

Future-proofing payment processes in a 
fast-evolving market is difficult, but new reg-
ulations like the Payment Services Directive 2 
(PSD2) is helping to open up the market 
through application programming interfaces 
(APIs). Ms Das believes that open APIs hold 
the key to enabling FIs and PSPs to work 
together in payments. “Open APIs will lead to 
even greater collaboration between the tra-
ditional payments players and the new 
entrants,” she says. 

DATA AS A KEY TO INNOVATION
Mr McKay identifies three main trends in the 
payments industry:
• Globalisation: as commerce expands into 
new territories and emerging markets, FIs 
and PSPs must be able to send secure and 
reliable payments into these areas. It will take 
only a few failed payments for customer trust 
to be eroded;
• User experience: firms are enriching and 
validating user data at the point of entry to 
create a faster and cleaner user experience. 
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Youthful payment originators are tech-savvy 
and expect 24x7 accessibility and seamless 
payments routing; and
• Trust: payments users expect straight-
through processing and speed in payments 
origination. FIs and PSPs are doing more to 
keep the trust of their clients and better pro-
tect them from the risks of failed payments.

“The true winners in this space will have 
the reach, will make user experiences seam-
less, and will have efficient straight-through 
processing rates,” says Mr McKay. 

Processes within the front, middle and 
back offices must be streamlined. Automa-
tion of payments processes will help firms to 
fulfil these requirements while reducing 
costs. For example, payments professionals 
spend much time finding and consolidating 
accurate data. Increased globalisation of cli-
ent business requires overcoming language, 
information and technology barriers, while 
corporate clients often supply missing or 
inaccurate data that puts FIs and PSPs at risk. 
Better use of bank and payments data will 
ensure less time is spent researching bank 
reference information. 

“Firms must conduct a deep examination 
of some of the manual processes and deter-
mine whether data-driven technology can be 
used at the points of creation of payments, 
to validate how they are being set up,” says 
Mr McKay. “They must also understand that 
payments can be routed in different ways. 
They should be looking into whether the flow 
of payments can be optimised by tapping 
into domestic clearing systems.”

ENSURING SAFE PAYMENTS
In pursuing innovative payments solutions, 
firms must keep an eye on changing regula-
tions. Regulatory compliance programmes are 
often viewed as a burden, but Sophie Lag-
ouanelle, head of risk and compliance solutions 

at Accuity, believes that these can be used as 
an opportunity to differentiate new services. 

“FIs and PSPs are all subject to the same 
rules when it comes to processing pay-
ments and implementing compliance 
checks,” she says. “Both types of organisa-
tions should have three priorities: speed, 
efficiency and protection of reputation. 
Those that can implement sound, fast and 
efficient compliance programmes will be 
the most successful.”

Firms should consider whether compli-
ance programmes are scalable and flexible 
enough to adapt to changes to existing or 
new regulations and initiatives. “Around 35 
markets are moving towards faster payments 
systems,” she says. “FIs and PSPs need to 
ensure they are meeting customers’ expec-
tations and that compliance checking 
doesn’t slow this down. Efficient compliance 
programmes will reduce the time – and 
therefore the costs – to review transactions.” 

Ms Lagouanelle adds that Accuity’s pay-
ment provider clients typically take a strong 
strategic view of their financial crime compli-
ance programmes. “This helps them better 
manage compliance costs, scale their pay-
ments compliance programme as they grow, 
and invest the money they save into growing 
their business.” 

FIs and PSPs both need to protect their 
reputations by ensuring the safety of pay-
ments. Established FIs cannot rest on their 
laurels when it comes to protecting  their 
good name; they need to maintain the trust 
they have established. PSPs, on the other 
hand, need to build up their reputations. 

“It’s obvious for the large, established FIs 
that they need to screen transactions, to find 
perceived illicit funds and prevent transac-
tions involving entities that may be subject 
to sanctions. But for the new entrants in the 
marketplace, this is far from obvious; they 
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don’t have the same level of compliance 
maturity,” she explains.

To prove their credibility, PSPs must 
establish resilient compliance programmes. 
“If they can convince clients that they have a 
good compliance programme in place and 
that they can process transactions safety, 
this will help them to gain credibility,” says 
Ms Lagouanelle.

In addition, while large FIs can, to a cer-
tain extent, absorb the high fines issued for 
compliance violations, being fined for com-
pliance breaches could be devastating for a 
PSP and significantly more expensive than a 
good compliance system.

Establishing effective compliance pro-
grammes will differ depending on the firm’s 
size. Larger organisations are centralising 
compliance activities into shared service cen-
tre-type operations. This delivers expertise, 
consistency and control across all business 
lines. Smaller players will look to developing 
tailored compliance programmes based on 
transaction volumes and transaction types. 

“Regardless of the type of organisation, the 
latest innovations in the compliance world, 
such as screening and filtering tools, further 
automation and leveraging of big data, are 
important elements in creating faster, more 
trusted and more efficient compliance pro-
grammes,” concludes Ms Lagouanelle.


