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Payments are the lifeblood of financial institutions (FIs), providing valuable information on customer behaviours, 
trends, and specific needs and wants. What are the challenges? Who are the competition and what do FIs need to do 
to address these threats? The mobile payments landscape is shaping up to be a key battleground for owning the 
customer engagement. What does this mean for FIs, what are the consumers saying, and will innovative payment 
solutions in the market provide the entry point for the new generation of payment providers? How do FIs deal with 
the challenge of balancing the requirement to commoditise payments while providing consumers with the ability to 
securely pay anyone, anytime, anywhere? 
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1. Introduction 
The payments industry is going through an unprecedented level of change.  Consumer’s always-on online 
experiences are rapidly flowing through to high-expectations of interactions with their financial institutions (FIs), 
utilities providers and government. 

The challenge for FIs is that customer behaviour, regulatory demands, technology and competition are all in flux. 
This leads to competing priorities, both internal and external, that need to be managed whilst ensuring that all 
stakeholders in these changes remain satisfied. 

 Changing Consumer Behaviours – The key to address those issues is satisfying developing and changing customer 
behaviours: people who know what they want and when they want it with a high expectation of superior service 
and products.  

 New Competitive Threats – Organisations are branching out from their original industries to leverage their 
customer bases to compete head on with ‘brick and mortar’ FIs. These nimble competitors also include innovative 
entrants e.g. Square and MYOB PayDirect. Regardless of their origin, all of them demonstrate that a traditional 
physical banking presence doesn’t necessarily equal success. 

 More Regulatory Demands – Increased pressures from regulatory bodies and payment partners are driving up 
the ongoing cost of doing business. Examples include Basel III, the National Consumer Credit Code, Anti-Money 
Laundering, and Counter-Terrorism Financing changes that are not only costly to implement, but make it more 
difficult to acquire customers and add to the ongoing operational costs. 

 Technology Evolution – The future is anywhere, anytime, any device … and even wearables. 

In this white paper we look at the market challenges being faced by FIs, explore how they could respond to them, 
examine the changing consumer, and what to expect from the future of payments.  

2. Market Challenges faced by Financial Institutions 
The financial products and services market globally is changing rapidly and this is particularly true in the Asia Pacific 
region. The case for change stems from both internal and external drivers. The internal drivers are to provide 
efficiency in operating model aligned to strategy, capability and policy. The key external driver is the requirement to 
align the operating model to customer needs, competitive threats and regulatory intent. 

Financial Institutions need to stay relevant to the customers to retain them, which means adding value to the full 
transaction lifecycle. Payments are the lifeblood of an FI but represent a very small portion of the transaction value 
chain. To lose relevance with the customer means losing control over the transaction to the likes of PayPal, Google, 
and other non-FIs who are successful in appealing to customers by adding value across the payment value chain. 

FIs need to address each of the categories below to provide the most optimal customer proposition in the payments 
eco-system. A deficiency in any one of these categories increases the FI’s difficulty to operate and remain 
competitive in this rapidly changing payments market. 

Customer Acquisition and Retention 

Competition between FIs has always been fierce. In the credit cards market, balance transfers have always been an 
effective mechanism for attracting new customers and with loyalty programs used to aid retention. However, as 
balance transfer programs become more aggressive and loyalty programs become homogenised, FIs are finding that 
not only is consumer loyalty diminishing, but acquisition programs are also challenging profitability. Add to this are 
new competitive pressures from non-FIs such as retailers moving into the FI market, telcos vying for a slice of the 
mobile payments pie, and technology companies such as Apple, Google, PayPal, Square and Amazon all with 
successful online models and chipping away at traditional in-store payments.  A recent example includes PayPal’s 
trial of “check-in” payments at Sonoma Bakeries in Sydney. 

FIs need to continually appeal to both the broad market and existing customers to address the pressures of 
successful acquisition and retention. They must succeed at this to remain relevant in the eyes of the consumer; it’s 
not enough to simply be the broker of value exchange, products and services.  They must be tailored personally and 
to be seen to add value. Payments are the best instrument that FIs have to better understand the needs of their 
customers. This is effectively what has driven the success of the non-FIs. 
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Operational Efficiency and Cost Containment 

Pressure on margins arising from other pain points, such as the cost of wholesale funding or government mandated 
overheads, is forcing and will continue to force FIs to look at ways that other costs can be minimised and maintain 
their bottom line profitability. 

As the global payments systems continue to align and settle on one or two standards for transmission of data 
(ISO8583, ISO20022), this will erode any competitive advantage that the FI and third-parties have with payments 
performance and resilience.  

Cost reduction alone does not confer a competitive advantage and the focus has switched to revenue growth. Yet in 
developed markets, where organic growth is low and the market is close to saturation, the key battle is for the share 
of wallet of existing customers at the expense of competitors’ loss. This places far greater emphasis on efficiency, 
flexibility and competence than ever before. 

Share of wallet is a key contributor to an FI’s share of transactions and subsequently revenue growth. To win over 
consumers, FIs need to develop innovative solutions that engage customers with seamless experiences that, in turn, 
drive their payment instrument to become the default. 

Due to competitive pressures, banks and card issuers are developing marketing and pricing strategies with the aim of 
attracting more customers. Offers such as cashback, discounts, rewards points and insurance cover are some of the 
strategies that FIs are adopting. FIs are segmenting their customer bases to maximise the potential of expanding 
their market shares. Westpac and Commonwealth Bank of Australia have launched credit cards that specifically 
target university students, while Commonwealth Bank of Australia and ANZ have established a range of corporate 
cards designed to meet the specific needs of businesses. Commonwealth Bank of Australia also offers a procurement 
management card for the management of end-to-end procurement activity, while ANZ offers payroll cards.1 

 

Compliance and Regulations 

FIs today are subjected to increasing levels of regulation, more so than their non-FI competitors. Increased 
compliance requirements lead to increased costs of operations and reduce discretionary spend. Anecdotal estimates 
are that compliance and regulatory changes contribute to 30-50% of annual project expenditure. 

The Reserve Bank of Australia (RBA) was one of 
the first regulatory bodies globally to impose 
regulations around scheme based credit card 
payments. As Australia’s central bank, its aim is to 
promote competitive efficiency and stability. To 
this end, the RBA has taken a number of important 
steps such as restricting the “honour all cards” rule 
to allow merchants to decline cards. It also capped 
the Visa debit interchange fee, lowered the 
interchange fee for domestic electronic funds 
transfers at point of sale (EFTPOS), and 
implemented transparency and disclosure 
requirements for interchange and merchant 
service fees. The prepaid card category, however, 
is under-regulated.2 

With an average load value in 2011 of A$57 and 
over 30,000 cards in issue, the annual value of gift 
cards in Australia ranges from A$1.5 bn to A$2.5 
bn.3 

                                                           
1 Country Survey: Australia, Cards International p. 15 © 2014  
2  Country Survey: Australia, Cards International pp15-16 © 2014  
3  Country Survey: Australia, Cards International p. 17 © 2014  
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The financial services industry continues to come under the regulatory microscope and since the publication of the 
World Payments Report 2012, new Key Regulatory and Industry Initiatives (KRIIs) have emerged across the globe. FIs 
are facing a challenging regulatory environment, in which KRIIs are transforming the financial services landscape, 
with direct and indirect impacts on payments. 

Through initiating programs and projects to comply with regulations, there is increasing scope for developing new 
opportunities in the payments space. For example, KRIIs have emerged across the world during the past year 
focusing on increasing consumer convenience, improving payments security and transparency, strengthening fraud 
prevention, and stimulating innovation. On the other hand, regulators in the Asia Pacific region have been more 
focused on standardisation and on bringing new participants into the financial system. 

 

New Entrants 

Traditional ‘bricks and mortar’ institutions are coming under increasing competitive pressure as: 

 New entrants expand their global banking footprint to other countries (e.g. ING, HSBC, etc.); 

 Existing institutions create light-weight, off-shoot brands; and 

 Non-traditional organisations create services complementary to their existing businesses (e.g. PayPal, Google, 
Amazon, Apple, etc). 

These competitors are not hindered with legacy systems and out-of-date technology service delivery, so they are in a 
better position to be able to meet those demands. 

Global brands are teaming together to provide a complete end to end solution for payments that remove the need 
for local players. For example, Samsung and Visa are combining their market power to create a complete mobile 
payment solution using NFC4. Amazon is preparing to break out of the confines of its e-commerce site by building a 
person-to-person payments service and a point-of-sale system based on its Kindle tablets for bricks and mortar 
retailers. This new product could combine a credit card reader with a Kindle tablet and will tap GoPago, the start-up 
from which Amazon bought technology and hired engineers late last year. 5 

With the increased level of competitive globalisation, these global brands are also able to provide for simpler, real-
time cross currency payments. In general, these types of transactions can be quite lucrative to local FIs as both 
transaction and foreign currency exchange fees are levied onto customers. Examples of this include Visa Personal 
Payments6 and 
MasterCard 
MoneySend7. 

Apple, Google, PayPal, 
and other aggregators 
are focusing on 
customer engagement 
by providing value added 
services, with the aim of 
reducing the FIs’ to 
nothing more than 
moving lumps of funds 
from one institution to 
another.  

                                                           
4 Samsung and Visa Take NFC Mobile Payments Global, http://mashable.com/2013/02/25/samsung-visa-nfc/ 
5 Source: http://www.finextra.com/news/fullstory.aspx?newsitemid=25675 
6 Visa makes instant person-to-person payments possible anywhere in Europe. http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-

person-payments.aspx 
7 MasterCard enables person-to-person payments for iPhone, iPad. http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-

for-iphone-ipad 

http://mashable.com/2013/02/25/samsung-visa-nfc/
http://www.finextra.com/news/fullstory.aspx?newsitemid=25675
http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-person-payments.aspx
http://www.visaeurope.com/en/newsroom/news/articles/2013/person-to-person-payments.aspx
http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-for-iphone-ipad
http://www.mobilecommercedaily.com/mastercard-enables-person-to-person-payments-for-iphone-ipad
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For example, Apple allows customers to use their iPhone to scan a product barcode in an Apple store, pay using their 
credit card stored in iTunes and walk out of the store without speaking to a salesperson. If FIs lose control of the 
payment, they lose the customer engagement and are therefore seen to be providing diminished value. 

A new survey of nearly 4,000 Americans by Accenture found that 72 percent of people aged 18 to 34 would bank 
with such companies as Wal-Mart, Google or T-Mobile if they offered banking services. Of the nearly two dozen 
companies that researchers asked about, people were most willing to sign up with Square or PayPal because of the 
relationships they already have with the companies. Nearly one-third of those polled said the same about T-Mobile, 
Costco, Apple and Google.8 
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Risk Management, Fraud and Security 

Current global uncertainty and confidence in markets pose challenges for FIs in adequately managing credit risk 
without limiting their ability to bring on legitimate customers.  

Fraud trends are also putting pressure on FIs to deploy new 
ways of detecting and managing these threats. This pressure 
further increases with the shift to real-time as transactions 
are performed on a global scale at any time of the day. 

Security is an ongoing overhead as the environment 
becomes more complex. 

FIs have a head start over their competitors as they are 
already trusted to handle consumers’ money. 57% of UK 
consumers say they “would feel more confident buying 
goods and services through a mobile phone if [they] could 
do so through an app offered by [their] bank”. Half of 
Germans and more than two thirds of Spaniards agree. 
Similar levels of trust are afforded to websites that have 
been endorsed by banks. 9 
 

                                                           
8 Source: http://www.washingtonpost.com/blogs/wonkblog/wp/2014/05/27/how-wal-mart-and-google-could-steal-young-customers-from-traditional-banks/  
9 M-Commerce: Building The Revenue Opportunity For Banks, Monitise p. 6 (c) 2014   
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New Payments Platform in Australia 

The New Payments Platform (NPP) is new infrastructure for Australia’s low-value payments and will provide 
businesses and consumers with a fast, versatile, data-rich payments system for everyday payments. The NPP is set to 
become a game-changer in the payments landscape. Once introduced it will allow real time payments between 
institutions and provide a foundation for new service providers to offer services that could complement or compete 
with larger institutions. The importance of the NPP may be seen in the context of an increasing use of various mobile 
devices and applications to 
pay for goods and transfer 
funds. 

All financial institutions, 
and through them 
businesses and consumers, 
will connect to the NPP’s 
infrastructure. This will 
allow businesses and 
consumers to make 
payments in real time with 
close to immediate fund 
availability to the recipient 
by the end of 2016. These 
types of payments are 
already offered in countries 
such as the United 
Kingdom, Poland, Mexico 
and Switzerland and are 
currently being 
implemented in Singapore.10 The comprehensive approach taken in the UK has allowed customers to send and 
receive payments via a mobile device from customers of different participating institutions, on a real time basis. 
Customers are also able to make account to account transfer using only a recipient’s mobile phone number instead 
of their account details. A central database is used to enable FIs to securely store their customers’ mobile phone 
numbers and link them to their account details. 

The NPP will be versatile and support various ‘overlay services’, specifically tailored services which financial 
institutions may choose to offer their customers. The NPP’s multi-layered architecture has been designed to 
promote competition and drive innovation in payment services. It will ensure that the NPP will be equipped to meet 
the evolving needs of Australians in the digital age.  

Program participants include more established deposit-taking institutions including the big four banks (CBA, 
Westpac, ANZ and NAB), as well as non-FIs such as PayPal.  

A steering committee has been set-up to oversee the planning and implementation of the NPP. Its successful 
implementation requires considerable co-operation between rivals and issues still being discussed include the 
requirements of the system and the precise definition of a real time transaction. 11 

This initiative will require huge investment by the FIs and other non-FIs. The value proposition is not the payment 
itself, but the enablement of overlay services that the NPP will support. While the NPP value proposition is 
reasonably straight forward for customers, FIs will be challenged to provision these services to their customers and 
to develop effective business models to allow them to recoup these investments. 

 
 

                                                           
10 http://www.paymentscouncil.org.uk/files/payments_council/payments_council_response_to_hmt_consultation_-_opening_up_payments_-_25-06-2013.pdf 
11 http://www.rba.gov.au/publications/annual-reports/psb/2013/pdf/respons-strat-rev-innovation.pdf 

http://www.paymentscouncil.org.uk/files/payments_council/payments_council_response_to_hmt_consultation_-_opening_up_payments_-_25-06-2013.pdf
http://www.rba.gov.au/publications/annual-reports/psb/2013/pdf/respons-strat-rev-innovation.pdf
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Consumers Usage 

The absence of technologies such as PCs, which are prevalent in North America and Europe, has driven millions of 
Asian consumers to adopt the smartphone as a primary portal to the online space, and – increasingly – a wholesale 
lifestyle assistant, too.12 

The recent 2014 AdReaction Report from Millward Brown reflects that multiscreen users in the Asia-Pacific region 
consume seven hours of screen media per day in a five day period, mostly on their smartphones. Asia-Pacific surged 
ahead of the global average in terms of total screen time (439 minutes versus 417), with smartphones taking up the 
lion’s share (159 minutes to 147). Screen time for laptops (115 minutes) and tablets (60 minutes) was also higher 
than the global average. TV was the only screen to fall short (104 minutes to 113 globally).13 

 Indonesia and the Philippines topped the global table in terms of total time spent between screens at 540 and 531 
minutes respectively; 

 Laptop minutes in China (161) are the highest in the world; 

 Within the region, Japan had the lowest consumption at 343 minutes; and 

 Tablets deliver difference for brands, with receptivity notably high in the Philippines. 

The robust growth in the Asia-Pacific region is driving intense competition for revenues. FIs are increasingly losing 
market share to competitors from other industries like cards, network providers, payment service providers and 
merchants. Each player strives to gain a bigger market share by providing a solution that would offer faster, more 
convenient, more secure and more value payment method.14 
 

 
 
Leaders 

Danal in South Korea One of the popular payment gateway service providers, it targets young people 
without a credit card and who need a cashless way to buy online music, video or 
weapons used in games. Despite its significantly higher fees than credit card 
companies, they have become the popular method of paying for content 

Commonwealth Bank of 
Australia 

Launched three new innovations extending the capabilities of its mobile wallet 
offering. Cardless Cash that enables customers to withdraw limited cash without a 
card, Lock and Limit allowing its credit card customers to use the mobile app to 
control the security and spending on their card to CommBank Small Business app 
for faster, more efficient and convenient payment options for small business 
customers 

Bendigo Bank in 
Australia15 

Partnered with Samsung to rollout Redy, a mobile payments service that lets 
shoppers make payments and receive rewards by scanning a QR code that is 
generated by a merchant’s tablet-based POS terminal. Redy is available to all 
MasterCard, Visa card and Redy app for Bendigo Bank savings account users 

                                                           
12 Source: http://www.digitalmarket.asia/smartphones-screen-of-choice-in-apac-consumers-remain-receptive-to-tv /  
13 AdReaction 2014 surveyed, via smartphone or tablet, more than 12,000 respondents, aged 16-44 years, multiscreen users across 30 countries. Multiscreen 

users were defined as people who own, or have access to, a TV and a smartphone and/or a tablet. AdReaction studies have been conducted since 2001. A total 
of 3,080 respondents from Asia Pacific participated in this study, from Australia, China, India, Indonesia, Japan, Philippines, South Korea, Thailand and Vietnam 
14 Examples of payment innovation demonstrated around the region: KPMG http://trendwatching.com/trends/perfect-payments/ 
15 Source: http://www.nfcworld.com/2014/06/12/329663/bendigo-bank-launches-qr-code-mobile-payments-australia/ 

http://www.digitalmarket.asia/smartphones-screen-of-choice-in-apac-consumers-remain-receptive-to-tv/
http://trendwatching.com/trends/perfect-payments/
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Giants 

CIMB Niaga: Rekening 
Ponsel 

Launched in October 2013, the service allows customer to use their mobile 
number to pay at major merchants across Indonesia,  withdraw cash at any CIMB 
Niaga ATM and transfer money to peers with no bank account 

WeChat Chinese mobile messaging app WeChat installed 300 branded vending machines in 
selected Beijing subway stations during September 2013. Consumers can pay for 
beverages via the app that is linked to an online banking account and can receive a 
CNY1 discount by scanning a QR code 

Tigers 

SingTel mWallet & Visa 
PayWave 

SingTel announced plans in August 2013 to link its mobile wallet service to pre-
paid Visa cards, allowing NFC-enabled mobile payments at 12,000 Visa PayWave 
points across Singapore and over 100,000 across Australia 

Mid-Markets 

Thai Metropolitan 
Electricity Authority: 
Smart Life 

A free smartphone app to monitor home electricity use and bill payment by 
generating a QR code to pay at selected convenience store. Users can also notify 
the MEA of power outages via the GPS-enabled app 

 

3. The Changing Consumer 
FIs today are challenged with meeting the growing demands of the customer, both in consumer and business 
markets. The proliferation of smart devices combined with app stores that allow near instant download and access 
to functions and information are driving a culture within customers that demand around the clock access to 
information and capability, and it must be fast.  

Gone are the days when FIs can satisfy the majority of the market with a few generic products. Customers are 
expecting to see more products and services tailored to their needs in a highly competitive market that is made 
more challenging with easy access to information influencing their decision. Customer loyalty is deteriorating and it 
is becoming easier to switch FIs. FIs are struggling to differentiate their offerings, or make it easier to do business 
with them, which makes it increasingly difficult to hold onto their more profitable customers. 

Customers are also seeking a better experience from financial institutions.  ‘Better’ means an excellent customer 
experience at every point of contact; a highly personalised yet more simplified service; convenient and on demand 
anytime, anywhere, with a rapid and accurate response are now expected. This must all be delivered at a 
fundamentally lower cost of service where, in most cases, customers are not willing to absorb any cost at all. They 
want the engagement to fit in with their lifestyle and be shaped to them.   

That many of these requirements conflict with each other – personalised, greater convenience, yet at a lower cost, is 
a key challenge but this also creates opportunities for FIs. By differentiating themselves across the breadth of 
customer needs and by leveraging new channels of interaction (such as mobile and social media) to better 
understand their customers, FIs can feed this knowledge back into how they offer personalised products and 
services to that customer in the future. 

FIs are learning that it is not about simply processing transactions, it is about customer engagement and providing 
value throughout the transaction lifecycle. One example is the use of analytics to observe customer spend trends to 
predict needs and make suggestions that the customer will see as valuable, or at the time of payment, provide 
options to the customer in terms of similar products at a cheaper price, or similar products that are rated better by 
other customers. It is this type of capability that is driving the success of the likes of Amazon and Apple; customer 
engagement is crucial if FIs are to retain their customers and fend off competitive threats. 



White paper Payments: Innovate to Differentiate  

Page 11 of 20 

Business to Business Model 

It is widely accepted that the majority of payments in a business to business (B2B) model are still processed very 
inefficiently. In a 2012 Oracle survey, it was found that only 25% of B2B companies worldwide were participating in 
e-commerce16, despite a projected CAGR of 12.4% over the next few years. The slow adoption of electronic 
payments may be explained by the invasive nature of these payments (in a fully integrated solution) and the fact 
that there is still generally a fair amount of manual reconciliation that needs to take place from both a payer and 
payee perspective. Businesses are all seeking efficiencies, better control and better linkage of payments to the 
underlying business processes, but to date for most businesses, the cost of implementing an integrated solution is 
not matched by the scale required to 
make the benefits worthwhile. 

However in the same survey 
conducted in 201317, the mindset 
appears to be changing as the key to 
B2B commerce success is now being 
seen as moving more customers 
online. This was evident in an increase 
of 31% of respondents investing in 
mobile in 2013 as compared to 25% in 
the previous year. 

To this day, cheques are still a 
dominant payment method for B2B 
payments and it would seem that this 
is likely to continue until such time 
that an FI or other payment provider is 
able to offer a solution that is cost 
effective, convenient, and eliminates 
manual reconciliation processes. The 
challenges for FIs are similar to the 
consumer market; business customers 
are demanding convenience and 
innovative solutions without the price 
tag, and those able to deliver will 
provide a competitive disruption in the business payments segment. 

The New Payments Platform (NPP) initiative in Australia will likely drive significant changes in B2B payments. NPP, 
once delivered, will provide the rails necessary to allow business payments to either include information linking a 
payment to the business process it was spawned from, or indeed allow payments to be initiated in real-time from 
within the process itself. Overlay services are likely to provide much of this capability and as it becomes available, FIs 
will find themselves with another area of differentiation. Those FIs who take advantage of overlay services early will 
be able to provide value added services to their business customers and effectively differentiate themselves in the 
market. 

 

                                                           
16 2012 B2B E-Commerce Survey: Results and Trends http://www.oracle.com/us/products/applications/web-commerce/b2b-ecommerce-trends-2012-

1503041.pdf 
17 2013 B2B Commerce Trends http://www.oracle.com/us/products/applications/atg/2013-b2b-commerce-trends-1939002.pdf 
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The Consumer’s Wallet 

A recent survey of consumers noted that nearly everyone in Australia has made an online purchase in the last 12 
months, and the market seems to have almost reached saturation point. Online payments are not simply the domain 
of young people as older generations were almost equally as likely as younger generations to have made a purchase 
online in the last 12 months18.  While cash is still the preference for low value transactions, the proliferation of 
contactless acceptance in conjunction with increased consumer awareness and adoption is starting to drive a decline 
in cash usage. The following graph illustrates the share of wallet from both a frequency and a value perspective: 
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Source: HP – RFi Australian Payments research, March 2014 

 
Consumers are becoming increasingly aware and accepting of new payment technologies which is placing pressure 
on FIs to stay relevant in the consumer’s wallet. Despite the fact that mobile NFC payments are still in their infancy, 
the mobile wallet is highly contested among both FIs and non-FIs who are all keen to ensure that they maintain 
control of the consumer’s preferred spending mechanism. When Host Card Emulation (HCE) ultimately becomes 
widespread, as many believe it will, the fight over whose wallet is registered for HCE payments will be a key 
battleground for share of wallet. Cuscal, in conjunction with Credit Union Australia are the first Australian and Asia 
Pacific provider of a HCE solution with their recently announced Redi2PAY.19 

 

Customer’s payments preferences based on transaction value 

Consumers have indicated a preference to various payment methods based on a number of factors, one of which is 
the value of the transaction. With 35% share of wallet (16% in terms of value), cash displacement is a good target for 
FIs at the point of sale. 
Converting these to 
electronic payments serves 
not only to increase 
revenues for FIs, but also 
provides greater insights 
into what those customers 
spend behaviours are. 

Today, cash is clearly the 
preferred method for 
transactions up to $100 
which is clearly the same 
range that the payment 
schemes and card issuers 

                                                           
18 HP-RFi Australian Payments research, March 2014 
19 Australian & Asia-Pacific first: Cuscal enables NFC-HCE mobile payments for CUA customers. http://ausdroid.net/2014/07/14/australian-asia-pacific-first-

cuscal-enables-nfc-hce-mobile-payments-cua-customers/ 
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are targeting for contactless technologies. In Australia the MasterCard PayPass and Visa PayWave limit of $100 
before requiring a PIN seems to align well with this transaction profile, and importantly covers a far greater 
percentage of transactions at the major retailers as well as fuel outlets.  

For online payments, PayPal has the highest likelihood of penetrating the low value payments space with 79 percent 
of PayPal users having no minimum spend when using PayPal. For those PayPal users who did have a minimum 
spend, the median minimum spend was just $1520. The diagram in this section provides insights into how consumers 
make a selection on payment preference based on transaction value. 

 

Typical Payment Scenarios 

Another influence on a consumer’s 
payment preference is the scenario in 
which a payment is to be made. While the 
position of cash has been diminished in 
many scenarios, it is still the strong 
preference for low value purchases. While 
the proportion of consumers in Australia 
who prefer cash for low value purchases 
has declined since March 2012, it has 
remained stable between September 2013 
and March 2014 at 77 percent. Moreover, 
the 25-34 year old age group showed the 
least tendency for using cash for low value 
purchases21. 
 

Contactless Adoption 

As contactless awareness and acceptance 
grows, the demographic of consumer who 
use this technology is also expanding. In 
April 2012, roughly 60% of consumers 
over 45 indicated that they were not 
interested in any contactless payment 
technology22. Today there has been a shift 
in the demographics of contactless users towards the over 55’s, with the over 55’s driving the increased use of 
contactless payment methods over the last 12 months. This suggests that resistance for contactless technology is 
dissipating, even in the demographic of people who are least open to adopting change. 23 

The adoption of contactless is significant for FIs as it provides an effective stepping stone for mobile NFC payments. 
This will be critical for FIs as they fend off competitive pressures from the likes of PayPal and Apple who seem likely 
to push the agenda for alternate technologies, such as PayPal Beacon and Apple iBeacon at physical stores. 

 

                                                           
20 HP-RFi Australian Payments research, March 2014 
21 HP-RFi Australian Payments research, March 2014 
22 HP-RFi Australian Payments Research, April 2012 
23 HP-RFi Australian Payments Research, March 2014 
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Assuming that you have all of the following payment options available to you, please select the 
method you most prefer for each scenario

Cash Visa/MC Credit card Visa/MC debit card etfpos PayPal AMEX credit card Other

 

Source: HP – RFi Australian Payments research, March 2014 
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4. The Future is Now 
 

Convergence of Industries – Banking, Telco and Retail 

An expanding consumer base, a growing number of internet-savvy people, and plummeting mobile device prices are 
key factors behind the digital drive for FIs across the globe. Consumers in developed economies are looking for fast, 
convenient and personalised access to banking services. Visiting branches for every banking activity is not an 
attractive option for customers anymore. Since 1992, there has been a 45% decrease in branch transaction volume 
in North America.24  

In several emerging countries, governments have emphasised leveraging the digital drive to offer financial services 
to the unbanked and under-banked populations in remote areas. Given the increased operating costs for FIs and low 
reach in remote areas, non-traditional FI players have taken the lead in providing basic financial services, such as 
remittances and payments, to the unbanked population. 

The rise of non-FIs 

Providing financial products and services to customers is no longer the exclusive domain of traditional FIs. As FIs 
regain their footing after the recession, non-FIs are moving in aggressively with digital innovations to capture a 
significant part of the banking value chain.  

Consumers’ uptake of financial services provided by non-FIs is growing fast. Eighty percent of U.S. consumers would 
consider a non-FI for their next mortgage.25 There has been a 121% increase in peer-to-peer (P2P) lending in the UK 
since 2013.26 In 2013 sending money using banking applications decreased by 6% while using PayPal increased by 
6%. A combination of factors such as changing consumer preferences, market dynamics, and technological 
advancements are driving the uptake of financial services provided by non-FIs, including: 

 The need for efficient money transfers and payments; 

 Higher demand for smaller loans; 

 Willingness to exchange personal information for desirable products; 

 Few relevant product offerings for the unbanked population from FIs; 

 Too expensive for FIs to service low-value customers; 

 Increased usage of substitute products (e.g.: informal loans); and 

 Governments' emphasis on branchless banking to develop innovative models. 

The challenge to retail FIs is being led by big retailers, telcos and tech firms. These non-FI players have started 
entering the financial services space in various forms and degrees. Currently most of the offerings are in areas such 
as payments, remittances, lending and personal financial management. Start-up companies in this space are earning 
multi-billion dollar valuations. Retailers are moving in as well.  For some retailers, large portions of their revenues 
are paid through their own loyalty cards yielding them with highly a granular view of customer preferences. 

In some instances, these new entrants are also entering into core banking areas with savings products, debit/credit 
cards, pre-paid cards which are readily accessible via ATM’s and smartphone applications. 

Traditionally, all financial needs for customers were addressed by FIs. There were touch points like branches, ATMs, 
agents and phone banking with the FIs serving as the primary provider of financial services. In addition, FIs had 
access to customers’ data, such as their income patterns, financial position, financing requirements and transaction 
history. This was a great advantage to FIs as they were privy to some of the most important customer data. 

However, with the emergence of non-FIs, a new financial services ecosystem is emerging. In this new model, the 
primary touch points and in some cases, the primary providers of financial services, have been replaced by non-FIs 
which includes the ownership of customers’ data. FIs, in most cases, are being pushed to the back of the value chain, 

                                                           
24 FMSI, "Teller Line Study," 2013 
25 Carlisle & Gallagher Consulting Group, "1 in 3 would consider a Walmart mortgage," November, 2013 
26 Finextra, "P2P lending shows big upswing in 2013," February, 2014 
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playing the function of custodians of accounts and money. The risk for FIs is that they will find themselves in a 
limited role as back-office utilities, while non-FIs become the most visible players in their customers’ financial lives. 

Convergence of industries 

Technology advances have enabled several emerging companies outside of financial services to provide financial 
services using digital channels, such as mobile phones and tablets. As this new set of non-FI players emerges, the 
market is witnessing a variety of tie-ups among IT companies, retailers, and telcos. In some of the emerging 
convergence areas, traditional financial services are being offered in a faster, convenient and in some cases, 
modified format, such as mobile lending, digital remittances, mobile remote deposit capture and social media 
payments. These new convergent offerings are typically either a replacement or extension of traditional financial 
products. In the case of a replacement, the product or service is a substitute for existing offerings and FIs are not 
part of the ecosystem. An extension product is complementary to a traditional FI’s offering, with the FI being the 
primary financial provider. 

27 
In addition to the technological advancements that are driving non-FIs to enter the market, some are driven by 
business needs. Larger, well-known technology companies are entering the payments space to access growth taking 
advantage of the fact that they already have a significant customer base and the infrastructure in place to do so. 
These extensions to the customer engagement are viewed as additional ways to add to customer “stickiness” whilst 
broadening the revenue profile to existing customers. 

FIs can look to mitigate some of the threats arising from non-FIs by employing strategies such as: 

 Improving market share with existing customers by providing personalised and customised financial services to a 

tech-savvy population; 

 Enhancing offerings to compete with low-cost loans from non-FIs by improving pricing, fee structure and 

turnaround time to access loans; 

 Innovating delivery systems by offering fully automated loans through mobile devices covering the entire lifecycle 

of loans, or partnering with select retailers to offer additional benefits for purchase through the FI’s cards; and 

 Leveraging analytics to identify specific customers with good credit. 

                                                           
27 Appinions Digital Payments Influence Study. http://blog.appinions.com/2014/03/18/digital-mobile-payments-influence-study/  

http://blog.appinions.com/2014/03/18/digital-mobile-payments-influence-study/
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There are several FIs that have taken the technology leap to address the changing needs of today’s consumers. Some 
FIs offer a fast, safe and easy mobile banking experience with mobile and social payments. Some FIs are acquiring 
new start-up companies, which demonstrates the potential for innovators to shake up retail banking. An FI in Turkey 
has launched a new ‘socially integrated’ mobile banking service which connects through social media to help users 
send money to friends and family. 

 

The rush to market by telcos, retailers, and technology companies may eventually be slowed by regulatory hurdles, 
but until then, these new entrants are resetting customers' expectations for service levels from FIs. To remain 
profitable, FIs must meet or exceed these new expectations, finding innovative ways to help customers better save 
and manage their money. 28 

 

Commoditisation of Payments 

As global payments systems continue to standardise on one or two standards for transmission of data - ISO8583 and 
ISO20022 – there is an erosion of any competitive advantage that the FI and third-parties have with payments 
performance and resilience. 

As a result this will also open opportunities for services like “PocketBook29” to be the aggregated interface for 
consumer into the various FI systems, by extending beyond their existing budgeting function into a multi-institution 
payments management service.  The role of the aggregator will gain further momentum if some of the newer 
entrants are to offer specific, targeted services. 

                                                           
28 Competing in the new era of retail banking: how industry convergence and new entrants are changing the game http://www.hpcoms.co.uk/industry-

edge/the-future-of-banking/summer-2014/#/4/ 
29 http://www.finder.com.au/pocketbook 

http://www.hpcoms.co.uk/industry-edge/the-future-of-banking/summer-2014/#/4/
http://www.hpcoms.co.uk/industry-edge/the-future-of-banking/summer-2014/#/4/
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Wearables and Payment Security 

With the introduction of ultra-personal wearable devices such as watches, glasses and suits30, potential emerges for 
these items to provide additional biometric authentication factors into the payments process. For example, glasses 
could provide retinal scan validation31 or watches could conduct vein scans32 to ensure a second or third 
authentication mechanism that is far more personal and secure than other forms. 

These devices could also instantiate the payment process by storing payment source information as well as providing 
an additional factor of authentication when used with a traditional technique like PIN’s. Essentially, in this case, 
during the payments process a consumer would provide “what you have” (a payment device), “what you know” (a 
PIN) and “what you are” (biometrics) to fulfil a payment. As two of these are passive in the payment process, there is 
no additional active consumer involvement beyond entering “what you know” during the process. Thus, this reduces 
the reticence of consumers to adopt the process as the additional overhead is nil beyond ensuring that the wearable 
device is being worn. 

EMV tokenisation framework 

Potentially, the most disruptive event in the previous twelve (12) months is the publication by EMVCo of their 
tokenisation standard. The impacts are potentially far-reaching. It will: 

 Make PCI increasingly irrelevant in terms of Card Not Present (CNP), and could well see the end of 3DSecure (VBV, 

Securecode); 

 Result in a significant reduction in payment gateways globally; 

 See MasterCard and Visa play a far more central role in all CNP transactions; 

 Potentially reign in the various wallet providers (e.g. PayPal, Apple, Google) that are getting a ‘free ride’ on Visa 

and MasterCard; 

 Allow the major schemes to compete more effectively with various innovations globally; 

 Commoditise virtual cards; and 

 Make Bluetooth Low Energy (BLE) Beacons and Host Card Emulation (HCE) far more accessible for start-ups to 

leverage. 

The EMVCo Payment Tokenisation Framework will be technology agnostic, whether it is contactless, BLE or QR 
codes33. Tokenisation involves “replacing a traditional card account number with a unique payment token that is 
restricted in how it can be used with a specific device, merchant, transaction type or channel.” 

The move is likely to prove to be the most significant development in the mobile payments market to date and will 
have a major impact on the debate over which mobile communications technology is most suited to identifying the 
consumer at the point of sale. 

By October 2015, all restaurants and other merchants will be subjected to new EMV standards, which reflect a shift 
from magnetic-stripe credit cards to chip-and-pin cards34. EMV compliance is required for credit card acquirers and 
processors, although it is not mandated for merchants and processors. But merchants who don’t meet compliance 
by October 2015 will assume liability for fraudulent purchases—a shift that is poised to drive many to adopt the new 
standards and avoid the risk. 

                                                           
30 M.J. Bale's payWave power suit gives wearer a card up their sleeve. http://www.theage.com.au/national/mj-bales-payWave-power-suit-gives-wearer-a-card-

up-their-sleeve-20140423-374he.html 
31 Forget fingerprints: Your iris is your new identity 

(http://www.computerworld.com/s/article/9242591/Forget_fingerprints_Your_iris_is_your_new_identity?pageNumber=2) 
32 Vein Recognition Use Grows (http://www.securitymanagement.com/article/vein-recognition-use-grows) 
33 Source: http://www.nfcworld.com/2014/03/06/328218/new-emv-framework-support-nfc-qr-bluetooth-le/ 
34 Are you ready for EMV: http://www.qsrmagazine.com/exclusives/are-you-ready-emv 

http://www.nfcworld.com/2014/03/06/328218/new-emv-framework-support-nfc-qr-bluetooth-le/
http://www.qsrmagazine.com/exclusives/are-you-ready-emv
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The role of Smartphones in the rise m-Payments 

When the iPhone was first introduced on 9 January 2007, it started a mobile revolution that would place a powerful 
computer in the hands of consumers. Billions of lives have been transformed with the leapfrog in technology 
adoption around the world, especially in developing countries where they skip the expensive fixed-line technology 
and go online through mobile technology.  

Online users now make up 25% of the total world population. In the Asia-Pacific region, rates of internet adoption 
vary owing to the diversity of its countries - online users are as high as 75% of population in developed markets like 
Japan, Australia and Singapore and less than 23% in emerging markets like Indonesia and India. This presents a great 
opportunity for local companies to introduce phones with limited internet capability that cost as little as $40 to 
target the developing markets where the fastest growth is in the affordable smartphone space. 
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According to Forrester Research, 41% of smartphone owners purchased using their mobile in 201336. The rise of the 
smartphone has completely revolutionised the way people buy, bank and pay in half a decade. The mobile 
accompanies the consumer everywhere; interactions and transactions can occur at any time and any place.  

Along with growing smartphone penetration, we can expect exponential growth on the time spent on smartphone 
activities – in Southeast Asia, users spent on average three hours per day on their smartphones in June 2013, on 
activities like chat apps, social networking and entertainment activities. Smartphone owners are also engaged in m-
commerce activities like browsing websites, researching products and shopping online. In similar fashion, m-
Commerce engagements differ in various countries too. 

According to industry expectations, m-Payment transactions will grow 58.5% annually to 28.9 billion transactions in 
2014, and e-Payment will grow by 18.1% to 34.8 billion. The developed markets will grow at a more modest pace 
than emerging ones while the overall payments industry is expected to grow at 5% until 2016.  

McKinsey reported that the Asia-Pacific region accounts for nearly three quarters of global payment revenues. With 
more than two thirds of their consumers participating in m-Commerce, Japan and Korea are known as the leaders, 
with Hong Kong and Singapore trailing behind as the middle tiers (thirty percent m-Commerce consumers), and India 
and the Philippines forming the least developed but largest market (less than ten percent m-Commerce consumers).  

                                                           
35 Source: Nielsen – http://online.wsj.com/news/articles/SB10001424052702304834704579405081452450174 
36 FIs have m-payments to lose – Monitise, Electronic Payments International p. 15 © 2014  
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5. Conclusion: What to expect from the future of payments? 
The payments industry is going through an unprecedented level of change.  Simply put, the immediacy consumers 
enjoy with always-on online media now raises similar expectations with their financial institutions, utilities providers 
and government.37 
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The common interaction between customers and their FIs is changing.  

 While the reputation of the traditional “bricks & mortar” FIs is still a strong benefit for the industry overall, 
increased standardisation of the transactional payments systems (e.g. BPAY, POS, and soon to be NPP) means that 
FIs are being forced to compete on price and value.  

 The growth of online, self-service functions has meant that a significant cross-section of the FI’s customer base 
from individuals, small-medium enterprises and large corporations are now more comfortable separating their 
activities across multiple FIs. 

 When coupled with the ease that customers can move their services to another provider, customer expectations 
are increasing and loyalty is deteriorating as customers place a premium on the experience they receive from FIs.  

 The standardisation of the payments systems (including mobile payments) will continue to lower the cost of entry 
for competitors. Particularly those that are able to offer a niche or targeted offering, e.g. insurance, credit-cards. 

 The retail banking business is being challenged by transactional providers, e.g. Coles, PayPal, TESCO. The wealth 
and securities areas are being challenged by groups that are able to tailor their services (e.g. BHP / plum). 

The dichotomy facing financial institutions around payments is the ability to process transactions with reliability and 
efficiency on legacy infrastructure that has suffered from a lack of investment over the last two decades, balanced 
with the need to bring new innovations to the market to protect against new entrants and other industry segments 
in the battle for the customer. 

According to Gartner, leading companies are adapting the nexus of forces to create innovative products and services, 
effectively reaching new customers in new contexts. These companies understand the subtle relationships between 
behaviour, sentiment, history, location and intention and are agile to react in their constant changing markets 
without uprooting proven business models and system architectures.  

Every organisation will be affected by this convergence of technologies and they will need to determine how to 
respond. The cloud as agile service delivery is here to stay and is only growing bigger and more pervasive by the day. 
Mobile is becoming the way people interact with the organisations they do business with, anytime and anywhere. 
Social insight will increasingly provide the platform upon which to build relationships with the next generation of 
customers and employees and the generations after that. And real-time analytics will become the only way FIs can 
efficiently handle the exploding volume of behavioural, transactional and regulatory data streams. Individually these 
trends affect parts of the value chain, combined they transform it. While this won’t happen overnight, one need only 
look around at the changes wrought by smartphones and tablets to see how quickly the mobile industry was 
transformed. The Payments Industry is the same, the process has already started and cannot be stopped.
                                                           
37 Bank of the future: the move to a customer-centric model: http://www.hpcoms.co.uk/industry-edge/the-future-of-banking/summer-2014/#/4/ 

http://www.hpcoms.co.uk/industry-edge/the-future-of-banking/summer-2014/#/4/
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About AIIA 
 
The Australian Information Industry Association (AIIA) 
is the nation’s peak industry body for the technology 
sector. AIIA sets the strategic direction of the industry, 
influences public policy and provides members with 
productivity tools, advisory services and market 
intelligence to accelerate their business growth. 
 
AIIA member companies employ 100,000 Australians, 
generate combined annual revenues of more than $40 
billion and export more than $2 billion in goods and 
services each year. With member companies right 
across the country, from every sector of the industry 
and representing every size of company, AIIA is truly 
the ICT industry’s association of choice. 
 
 
 
 

 
About AIIA’s Financial Services Network  
AIIA established the Financial Services Business 
Network for executives interested in technology-led 
innovation in the financial services industry. Join us to: 
• Understand the innovation opportunities in 

financial services 
• Facilitate networking between the innovators in 

financial services and the suppliers of technology 
solutions 

• Discuss and create technology-led business 
opportunities in financial services and facilitate 
deal making. 

 
In partnership with specialist companies from across 
the ICT industry, AIIA releases regular Thought 
Leadership pieces in the financial services arena. 
 
 

 
 
 
 


