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PSD2: unintended 
consequences 
Robert McKay, Executive Vice President and Managing 
Director of Accuity, tells FX-MM that while PSD2 presents 
an opportunity for consumers, banks, payment providers 
and merchants, it may inhibit straight-through processing.

How has PSD2 impacted the 
evolution of payments? 
First, let’s reflect on the reaction PSD2 
has received in the banking sector. 
Some banks are embracing the possibilities 
that arise from open APIs. They are 
building business cases that use APIs in 
offensive and defensive strategies to protect 
customer retention or acquire new market 
share. Of course, some banks have not yet 
made this leap of faith and may be caught 
off guard. 

Second, signals suggest that new 
entrants into the payment landscape 
will drive payments to greater levels of 
commoditisation. Additionally, there will 
be greater points of access for a customer 
to view, manage, and initiate payment 
services from entities beyond their primary 
banking relationship. 

Finally, however, there is an unintended 
consequence that could arise that has 
yet to be addressed. As banks control 
less of the payment initiation activities, 
in turn, they could reduce the role that 
they take in ensuring the elements of 
the payments are correct, valid, and 
appropriate. This could have a direct impact 
on payments straight-through processing 
if these elements are not addressed. 
Banks have often exerted much energy 
on payments validation and correction 
techniques. This was important because 
payments operations drove important 
revenues for the bank. Disintermediation 
from this process and a reduction in fee 
revenue will inhibit most banks from taking 
these steps. The question is whether 
these new payment service providers will 
be prepared to take on this validation and 
routing decisioning effort.

To what extent are the 
objectives of PSD2 aligned 
with blockchain in terms 
of developing new payment 
processes and systems?
The timing of PSD2 and blockchain is 
interesting and points to a market driver 
for wider participation in the payment 
value chain. PSD2 mandates open banking 
to foster new entrants that can innovate 
around payments and bring costs down for 
the consumer. Blockchain examines how 
inefficient processes around settlement 
can be disrupted or disintermediated, 
and in doing so drive out costs.

Will PSD2 encourage new 
banking market entrants to 
look more closely at blockchain, 
rather than the more 
established payment systems? 
There will likely be some hybridisation. 
We’ve already seen how new entrants blend 
traditional bank-to-bank channels with 
remittance networks to extend their reach 
while bringing costs down. It is foreseeable 
that blockchain technology could be 
introduced into some of the background 
functional processes.

How will future payments 
regulation, such as PSD3, 
treat blockchain, and what 
will this mean for users 
of payment services?
Regulations like PSD2 ‘shake’ the norms 
amongst the banks that held the power 
positions. The focus of PSD2 is on what 
is appropriate for the customer. While 
technical in nature, open API regulations 
have more to do with increasing access 

as opposed to adherence to technology 
standards. Future regulations should 
not fall into a trap that prescribes a 
specific technology, like distributed ledger 
technology. For a future regulation to be 
successful, it should focus on the consumer 
outcome; it could make recommendations 
that denote how blockchain could be the 
best solution for this aspiration.

Beyond blockchain, what 
other regulations may be 
necessary to support the 
evolution of payments? 
Currently, consumers can, largely, only deposit 
their money in licensed banking or depository 
financial institutions. Regulations like PSD2 
afford wider access to manage these accounts 
and affect activity from these accounts. 
Greater focus on ensuring appropriate security 
and controls are paramount. Banks are held 
to rigorous standards to prove they are 
onboarding the right account holders, while 
denying nefarious elements. They must prove 
that their systems are unassailable from 
outside forces that may want to hack into 
these accounts. The payment ecosystem 
needs to understand how the new market 
elements lead to new risks. It can then 
be determined where further regulation 
may be necessary to continue a safe and 
successful payments evolution. 

Robert McKay is Executive Vice President and 
Managing Director of Accuity

www.accuity.com

EXPERT  VIEW |  ACCUITY


