Who Will Win Out? — Convenience Is More Important than
the Brand — A Visit with the Swiss AIDS Federation — EBICS
for Corporates Gains in Importance

The Payments Professional Magazine from SIX — #8 — 2023



HEARTBEAT

The BIS Survey
on COVID-Related
Payments

08

02

EXPERTS ONLY

Unsung Heroes -
the Standardized
Procedures

14



Who Will Win Out?

TEXT
DIETER GOERDTEN
HEAD BANKING SERVICES BUSINESS UNIT, SIX

y crystal ball evidently has gone haywire:
Every time I ask it how we will make

everyday payments in the future, it shows
me a couple of milky clouds, and a mael-
strom of catchwords - instant, UX, use
cases, CBDC, embedded, BNPL - whirl
around until my head starts to buzz. But it
is not showing me anything particularly
coherent or unambiguous at present. I un-
derstand my crystal ball; at the moment
it's very difficult to get your bearings amid
the jumble of developments and market
chatter. Perhaps it will help to round up a
few facts first in the hope that this will
yield a coherent picture.

So, let’s start with the most reliable
of all sources: According to statistics from
the Swiss National Bank, August 2022
marked the first month ever in which more
payments were made with cards than
cash in Switzerland. That's only logical con-
sidering that almost everybody has
grown accustomed to making contactless

payments at the store checkout.
A few years ago, this practice was less
common and mainly took place
where walk-in customers in a hurry
wanted to pay: in major train sta-
tions. By now, we have all become ac-
climated to using cards instead
of cash because it is faster and more
convenient. The (unwarranted)
fear of viruses lurking on banknotes
and coins accelerated this process.

Then purchases from e-tailers
experienced a boom. The number of
transactions increased 9% per year
on average from 2016 to 2021, while
sales volume rose by 12%, resulting
in a doubling within around eight
years for the former figure and five
years for the latter. Approximately
14% of all purchases in Switzerland,
or one in seven, take place online today.
Likewise, it would be incorrect to attribute
the rapid growth in e-commerce pay-
ments mainly to the pandemic. It strong-
ly accelerated an e-commerce trend that
was already underway long before then.
There has been an ample supply of on-
line shopping possibilities for years now,
and it's simply more convenient to shop
on a computer or a mobile device and have
the purchased items delivered to your
home.

Payments made from mobile devices
are growing even faster. The number
of payments made with TWINT in Switzer-
land has exploded by a factor of 20 with-
in just four years. We have gotten used to
scanning a QR code with TWINT instead
of fishing a card out of our wallet or purse.
And if we include payments made with
cards stored in digital wallets, the number
of payments made using mobile devices
increased by a factor of 8.5 from 2019 to
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“Compared to the tech giants,
Swiss banks do not have
enough users, know-how,
and resources.”

2022. Why? Because we constantly have
our smartphones in our hands and it's
simply more convenient to pay that way!

Paying Invisibly

As you'll have noticed, technological inno-
vations are driving these developments.
New technological possibilities give rise to
new business models and digital servic-
es, which, in turn, enable us to adopt new
practices. In the realm of payments, the
seminal technological innovations are near-
field communication (NFC) at the inter-
faces between buyers and vendors and
the possibility to tokenize cards and
store them in digital wallets.

Contrary to what is often claimed, such
innovations do not necessarily have to
solve a problem facing us. It's enough if
they simply make life more convenient.
“Convenience is the artful mother of tech-
nology,” German philosopher Manfred
Hinrich said some time ago. It usually takes
three successful tries with a new mode
of payment before we integrate it into our
active behavior, provided that we per-
ceive it to be easier than modes of payment
used up to that point. Concerns about
the security of the money or personal data
then quickly become less important.

So, if you really put some thought into
how everyday payments will be made in
the future, it becomes clear even without
a crystal ball that we will pay using de-
vices that we already carry around with us.
These devices could be smartphones,
but maybe even eyeglasses will someday
be capable of executing payments, or
microchips implanted in our forearms. This
sounds a little creepy, but microchip im-
plants already exist. But the most impor-
tant thing here is that making payments
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will demand less and less attention because
future modes of paying will make every-
day life more convenient. We don't take
any pleasure in the payment procedure
itself, so more convenient solutions will dis-
place all other options in the long run.
We users want it that way.

“Embedded” payments are also in-
tended to deliver increased convenience.
Presumably by now you use TWINT in-
stead of coins to pay for parking. It's under-
standable if you do because it’s more
convenient to register your license plate
number once in TWINT, to scan the QR
code on the parking meter and then to turn
the colored dial on your smartphone
display than it is to fish around for coins
in your pants pocket. But now let's also
suppose that a camera mounted at the en-
trance to the parking garage scans
your license plate number on your way in,
matches it with the one saved in TWINT,
opens the barrier, and then activates the
payment. Voila - that’s all you have to
do; it's enough just to have your smart-
phone in your car with you. Rubbish,
you say? No, this already exists, and it will
become prevalent because it's even
more convenient than turning a dial on a
smartphone screen. The payment is vir-
tually invisible because it is embedded in
the parking process.

The prerequisites for embedded pay-
ments are relatively simple. You identify
yourself at the start of a purchase via an
ID token stored on your mobile device.
Then you enter the services or products
you wish to buy by scanning their QR
codes, for example, and confirm your in-
tent to purchase - for instance through
a nod of your head that your eyeglasses
recognize - and the payment is made
immediately without you having to do any-
thing else. The receipt gets sent to your
mobile device, and at the end of the year
you receive an analysis of your personal

payment behavior, a feature that financial
services provider Klarna has recently
introduced.

Who Will Win Out?

Speaking of eyeglasses, let’s alter our per-
spective now and cast a look at the pro-
viders of these various modes of payment.
Disregarding post office counters for
now, banks are the first thing that come to
mind. I can transfer money and pay bills
on my bank’s e-banking portal, but the pay-
ment procedure is temporally and spa-
tially detached from my purchases, which
means it is not embedded and is there-
fore inconvenient. “Honey, I have to do the
bills first” rarely puts us in a good mood.

I can scan the Swiss QR Code on bills using
a mobile banking app, but to do that I
first have to log in and maybe enter some
additional information. So, mobile bank-
ing is not so suitable for payments at the
store checkout or on the go because it
requires too many clicks and is too incon-
venient.

But the TWINT QR code is different. It
is present today at store checkouts and
in most other places where we make every-
day payments, and it can also be used
to pay very conveniently when shopping
online. TWINT payments do not require
any additional payment methods. All I need
is a smartphone linked to my TWINT
account. That's it. This is called an account-
to-account (A2A) payment solution be-
cause it does not employ any additional
accessories such as cards issued by
banks that enable access to the payer’s
bank account. That makes such pay-
ments really convenient and, you guessed
it, experts expect them to boom in the
years ahead.

Finally, payments with digital wallets
from technology giants like Apple, Sam-
sung, and Google are also sharply on the
rise. The payment procedure with digital
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wallets is very simple, but it (thus far) re-
quires a card to be stored in the wallet.
The card secures access to the bank ac-
count through which the payment is to

be made. Apple and these other large com-
panies benefit from an enormous cus-
tomer base in a mass market, but, above
all, they possess ample know-how and
resources to thoroughly optimize customer
experiences with the goal of creating
maximum convenience.

The Rough Outline

For the moment, it is unlikely that individ-
ual banks’ mobile banking apps will
break into the everyday payments space,
especially at points of sale and in e-com-
merce. Compared to the tech giants, Swiss
banks do not have enough users, know-
how, and resources to compete in the con-
test to deliver the best customer experi-
ence. Conversely, it is safer to assume that
invoices that still get paid today with the
help of banking tools (via the eBill portal
or QR scanner) will eventually migrate

in a digital form to other payment service
providers. Banks will therefore concen-
trate even more on other advisory-inten-
sive business areas in the future. They
will still operate bank accounts for their
clients for the time being, but it is al-
ready becoming apparent that Banking
as a Service (BaaS) - i.e., accounts and
banking services that banks provide for
non-banks - will call that business activ-
ity into question as well. Consequently,
the role of banks in payment transac-
tions will diminish significantly in the
long run.

We can also expect the volume of card
payments to wane at some point because
smartphone numbers, e-mail addresses,
and electronic IDs can establish a con-
nection to an account just as well and are
already available on most mobile termi-
nal devices. This also alters the role played
by card schemes like Mastercard and
Visa, which are already making major in-
vestments to position themselves in
markets for A2A payment transactions and
utilize payment transaction data in new
business areas.

So, at the moment, it looks like a neck-
and-neck race between TWINT and digi-
tal wallets in the everyday payments space.
TWINT has thus far been very successful
in gradually enhancing convenience - five
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million regular users in Switzerland are

a testament to that. In the future, it's clear
that a lot will depend on whether TWINT
will be fast enough to maintain or even
strengthen its position by embedding
payments in users’ daily routines. The inte-
gration of invoicing and invoice-paying
would significantly increase TWINT's at-
tractiveness for the public because it's
more convenient to perform all payment
operations with a single app.

The deciding factor will be the banks,
some of which are co-owners of TWINT.
They might try to invest further in pro-
prietary solutions and compete against
TWINT, but at present such solutions
appear to have slim chances of succeeding.
Alternatively, banks could opt to bet on
the success of digital wallets. But as soon
as other ways besides cards issued by
banks emerge to activate payments, banks
will find it difficult to hold their ground,
even more so because Banking as a Service
jeopardizes their role as providers of
bank accounts. So, from today’s perspec-
tive, the rational choice seems to be to
bet on TWINT and do everything necessary

to strengthen this banking subsidiary.
We can therefore speculate about
how the future of everyday payments may
look even without a crystal ball. But we
haven’t asked the really tough questions
yet: How will instant payments or a
central bank digital currency (CBDC) affect
our payment practices? I hope that
my crystal ball is back in proper working
order soon! &




We currently use QR-bill for
premium payments. In the future, we
will also offer payments via credit card and
TWINT. For us as a digital insurance
company, it is crucial to be able to map all
payment processes digitally. That's the
only way customer journeys can function
without a change in media - and that's
precisely what modern customer conve-
nience is all about.

Our core business is doing best.
This consists of standard insurance
products that we sell as an add-on with
the primary products at the point of
need. We are consistently optimizing the
product market fit through our B2C
channel. Among other things, we identify

customer needs, collect feedback, and
test USPs. With a conversion rate of up to
50%, the results speak for themselves.

On the contrary,
trust in a dog breeder or an e-bike dealer is
often greater than in traditional insurers.
Our experience shows that the insurance
company brand is not that relevant. In
my opinion, one-stop-shop experiences,
and the convenience they offer are more
important than the brand.

All these processes are fully digitalized. We
also try to avoid media discontinuity as
far as possible when contacting our cus-
tomers. In the best-case scenario, the
customer no longer has to fill out anything
by hand when concluding the contract
and has all the relevant information trans-
mitted by the sales partner. Alternatively,
the required information can be entered
at the user interface on our website.

In the case of claims payments, we usually
still contact customers via e-mail to re-
quest payment information, as we do not
normally ask for this at the outset. As a
result, a certain level of media discontinuity
is currently unavoidable, but we can
easily do without physical means of com-
munication. Our aim is for collection to

be carried out by our partners wherever
possible. We have already implemented
such solutions. But it also works the other
way around. For example, in the case of
pet insurance we take over the collection
procedure from the vet, which makes
everything as simple as possible for all
involved.
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Cash in Advanced
and Emerging Market
Economies

COVID-19 has led to divergent de-
velopments in cash usage: A
decline in everyday cash payments
and, at the same time, an increa-

se in demand for cash. The latter is
clearly illustrated in this BIS chart,
which shows the ups and downs of
the GDP-weighted cash in circula-
tion. What is astonishing is that, at
times, Switzerland* deviates con-
siderably from other countries.

y-axis: Percentage annual change of
cash in circulation (GDP-weighted),
in USD

— Emerging market economies **
Advanced economies ***

Getting back to the old ways?
Figures from the Bank for Inter-
national Settlements (BIS)
show: COVID-19 has led to sig-
nificant shifts in retail pay-
ments. But not all of them are
of a lasting nature.

Switzerland
Jan 19 Jul 19 Jan 20 Jul 20 Jan 21 Jul 21 Jan 22 Jul 22
* Due to contractual limitations, meaningful data for Switzerland are only included in this graphic.
*% Argentina, Brazil, China, Hong Kong, Indonesia, India, South Korea, Mexico, Russia, Saudi Arabia, Singapore, Turkey, and South Africa

LRI Australia, Canada, Switzerland, euro area, United Kingdom, Japan, Sweden and the U.S.
**%%*  The sample includes Argentina, Australia, Brazil, Canada, Switzerland, Germany, Spain, United Kingdom, Hong Kong, India, Italy, Japan,
Netherlands, Russia, Sweden, Singapore, U.S. and South Africa.
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Source R Auer, G Cornelli and J Frost (2022), BIS (www.bis.org/publ/work1055.pdf)

Oct 19

Aug 20 IEL WAl Jun 21 Nov 21 Apr 22

Median country
@ Dispersion range (dispersion of 50 percentage of all samples)

Development of Card-
Present Transactions

The share of card-present trans-
actions fell sharply relative to

all other card transactions du-
ring the week of 11 March

2020, before rebounding and
subsequently settling just
below pre-pandemic levels.

y-axis: Share of card-present
transactions out of all card
transactions****

Reversed Trend in
Card-Not-Present
Transactions

The figures for the median coun-
try show a sharp rise in the
card-not-present transactions
during the acute phase of the
pandemic. After the peak, the
numbers tended to decline
and reached the pre-pandemic
level at the end of the obser-
vation period.

y-axis: Share of card-not-
present transactions out of all
card transactions****

Steady Growth in
Payment App Use

The adoption of payment apps
accelerated during the pandem-
ic, and their use continues to

be higher than before. In particu-
lar, as global COVID cases
surged, and many households
were confined home, there

was a further peak in top app
downloads around the world.

BIS estimates show a steadier
growth of the global active

top app use per week.

y-axis: Weekly active use of the

top country-specific payment
apps in 95 countries
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t wasn’t so long ago that a virus
had the world on tenterhooks,
and its name wasn’t coronavirus.
The line below didn’t appear in
an obscure publication for conspir-
acy theories, but was printed
in Switzerland’s most-read
newspaper, the tabloid
Blick: “AIDS, the deadly ‘sex
disease,’ is scarier than
the plague and more mysterious than
cancer.”

The good news: Compared to 1986,
the year that the quote above comes from,
the situation in the “no. 1 AIDS country in
Europe” (another quote taken from Blick)
has changed profoundly. In 1986, a re-
cord total of over 3,000 people were infect-
ed with the human immunodeficiency
virus (HIV) in Switzerland, but since 2017
the number has dropped to less than
500 people per year. Moreover, HIV has
long since ceased to be a death sentence
and, when properly treated, isn’t infectious
anymore.

The not-so-good news: For the Swiss
AIDS Federation, an organization that has
been engaged in prevention work, pa-
tient advocacy, and as an ombudsman for
those with HIV/AIDS who have experi-
enced discrimination for four decades now,
the reduction in the number of cases
has made it much harder to motivate peo-
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Less HIV, Fewer

Donations

A VISIT WITH SWISS AIDS FEDERATION
MANAGING DIRECTOR ANDREAS LEHNER

ple to donate money. Consequently, do-
nations have fallen by 50% over the
last decade, and the aid organization
has had to lay off some employees.

Help for Hundreds of People

We pay a visit to the nondescript office
building in Zurich Altstetten that houses
the Swiss AIDS Federation on an icy,
overcast day. The door opens, and suddenly
the mood is far from gloomy. Andreas
Lehner, the managing director of the Swiss
AIDS Federation, greets us with a hearty
handshake and a broad smile and says, “Hi,
call me Andi.” Then he talks about his
organization with a passion that one might
expect from an artist, but not from a
functionary. He says about the past few
years: “It was painful, but we needed
to cut costs.” Now the organization has
to look ahead to the future and tap
new sources of revenue, he adds, because
“our work is still enormously important
and makes a big difference to the lives of
hundreds of people.”

The Low-Threshold Way to
Donate

On his search for new benefactors, Lehner
came across eBill Donations and instantly
became enthusiastic. The Swiss AIDS Feder-
ation was one of the first non-profit or-
ganization to use this new eBill function.

TEXT
SIMON BRUNNER




“We have high expectations for eBill
Donations,” Lehner says, “because it en-
ables us to reach donors where they pay
their invoices: on their online banking por-
tals.” Lehner believes that the willing-
ness to donate is particularly strong when
a person is already in a paying frame

of mind and can easily make a donation
with just a couple of clicks. “That’s
much simpler than opening a fundraising
letter, setting it aside, and transferring
the money later on,” he says.

Lehner is 55 years old, looks like he's 45,
and acts like he's 35. His uniform con-
sists of sneakers, jeans, and a sweater, and
he sports a three-day beard and a tat-
too. His casual look is no accident: Lehner
joined the Swiss AIDS Federation in 2014
and headed a prevention program for five
years, during which time he was “out in
the fresh air” a lot, as he puts it. He wanted
to reach people where they “live, love,
and work,” so he visited clubs, made house
calls, and dropped in on narcotics dis-
pensaries.

Returning to eBill Donations, the head
of the Swiss AIDS Federation sees an
additional benefit: the fact that donation
requests are paperless and therefore
“more sustainable than classic fundraising
letters.” In addition, he says, there are
a number of cost advantages because eBill
Donations eliminates printing and mail-
ing expenses.

Furthermore, “recurrent donations can be
set up very easily on the eBill portal,”
Lehner says. That's a welcome innovation,
he explains, because that way you don’t
have to keep on soliciting the same donors
every year. He estimates that more
than 2.7 million potential eBill users can
be reached through eBill Donations.
“We believe that we can reach an entirely
new target group this way,” he adds.
Lehner’s smartwatch blinks repeatedly
during our conversation, but he ignores
all of the notifications and concentrates on
the interview. Nonetheless, it becomes
evident that he's a techie, and he even calls
himself a digital early adopter. However,
his donor base is just as analog-minded as
the managing director is digital-minded.
“Over 80% of all donations still come to us
via conventional fundraising letters,”
Lehner says. He thinks that people’s pref-

erence for this way of donating partly
has to do with the donors’ advanced age.
“That's why,” Lehner says, “it's all the
more important for us to set up digital do-
nation channels today so that we can
communicate at eye level with a younger
target group tomorrow.”

The Swiss AIDS Federation already oper-
ates a number of successful social media
channels, Lehner explains, but doesn't yet
use them consistently for donation
drives. In his view, a possible step in that
direction could involve the targeted use
of influencers who have a lot of followers
and a high level of credibility among
potential donors.

Be it digital or analog, and regardless
of whether the donors are young or
old, each year the Swiss AIDS Federation
collects most of its donations around
the first of December, also known as World
AIDS Day, which was established in
1988 and is observed worldwide. “It’s very
valuable to have an annual designated
day because it's becoming harder to call
attention to HIV/AIDS,” Lehner says.

A total of 650,000 people died from AIDS-
related causes around the world in
2021, compared with 1.7 million in 2011.
That marks enormous progress, but it is
still a very high death toll: 650,000 equals
the combined population of the cities of
Zurich and Bern. And one last comparison:
More than 40 million people have died
from HIV-related causes to date, whereas
around 6.7 million have died from
COVID-19.



PANORAMA

As of June 1, 2023,
Matthias Sailer will take

the helm at SIX Inter-
bank Clearing Ltd (SIC
Ltd), succeeding
Michael Montoya, who
is retiring. Matthias

has held various roles at
Zurcher Kantonalbank
as product and project
manager for pay-
ments, cards, and TWINT
and has been a mem-
ber of the Board of Direc-
tors of SIC Ltd since
2017.
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eBill and Instant Pay-
ments as “Digital Firsts”

The Swiss Confederation has added eBill
and Instant Payments in its "Digital
Switzerland Strategy" action plan. It is
binding for the Federal Administration
and serves as an orientation for all other
stakeholders involved in digitalization.

Further
information
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“Future of In-
voicing” in Swit-
zerland - a new
white paper
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New Wallet in the US

Fintech Early Warning Services - a compa-
ny owned by seven of the largest US

banks - is taking on Apple Pay and PayPal.

It plans to launch a digital wallet for its
owners later this year.
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http://bit.ly/3kobCAg
http://bit.ly/41w5g2w
http://bit.ly/3Ex0uaV

“You give me half a kilo of coffee; I'll give you a
pair of ladies’ shoes.” After Bach composed the
Coffee Cantata, Goethe discovered caffeine and
Germany'’s monetary system failed at the end of
World War II, the cult drink also served as a sec-
ondary currency. Shoes, then, for 500 grams of cof-
fee. And now there is the first cryptocurrency
backed by coffee. Around one kilogram of Arabica

,(ﬁk coffee is equivalent to one CoffeeCoin.
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Unsung
Heroes - the
Standardized
Procedures

Required knowledge

— In-depth knowledge of
payment processes

— Familiarity with the structural
elements of the QR-bill

Last year, the Swiss financial center showed
once again that it can successfully im-
plement a major undertaking. With the QR-
bill replacing payment slips, a smooth
changeover was achieved that affected mil-
lions of households and thousands of
companies in addition to banks and their
service providers. A few months after
this joint effort, we can see that payments
made via QR-bill work easily and effi-
ciently.

But what made this change so signifi-
cant? After all, it can’t have been the lack
of color on the new slip or the banal im-
plementation of the information in a QR
code. This is where the standardized
procedures come into play. The success
of Swiss payment transactions and the
fact that, in contrast to other countries,
the payment of invoices here already
mainly involves a simple account-to-ac-
count payment are no coincidence.
There is certainly a basic trust that the
other party will pay their debt on time.

In addition, the favorable and extremely
reliable infrastructure with the SIC
RTGS system is important, but so is the
very simple, efficient, and proven pro-
cedure for exchanging payment informa-
tion and the invoice reference.

Incoming Payments as Central
Business Transactions

When it comes to payment transactions,
most people focus on making payments,
i.e., placing orders. However, receiving
credit is just as important. Receiving one’s
salary, pension or pocket money is not
only a pleasure but mostly a necessity. Be-
sides that, the original goal of a company

EXPERTS O

EXPERTS ONLY

EXPERTS ONLY

EXPERTS O

EXPERTS ONLY EXPERTS ONLY

is to earn money. In our consumption-ori-
ented society, receiving a payment is a
central business transaction. Public admin-
istration is also kept alive by taxes and
fees, which at some point reach the re-
sponsible office's account.

While a private individual usually has a
manageable number of incoming pay-
ments, commercial companies, property
management companies, and service
providers in general can receive hundreds
or thousands of payments per month.
These are not just large providers such as
telecom or insurance companies. From
cleaning companies and local Internet pro-
viders to specialized mail order compa-
nies and magazine publishers - hundreds
of thousands of SMEs issue countless in-
voices and depend on being able to quickly
and easily check if and when each re-
ceivable has been paid.

Thanks to standardized procedures, this
can be done easily, efficiently, and cost-
effectively in Switzerland for both large and
small volumes. The key to success is
the unique reference that the invoice issuer
creates and forwards with the payment
instruction details. What worked flawlessly
with the orange payment slips also
works with QR-bill, as the process behind
the reference remains unchanged.

This means that invoice issuers can use
the payment section of the QR-bill to
provide a reference that is unique to them.
The payer reproduces this reference
when recording the payment, regardless
of the channel used for this purpose
(online/mobile banking, hard copy, or ac-
counting software). The special feature
of this reference is that it can be formally
checked and requires that the QR-IBAN
must always be accompanied by a QR ref-
erence when used. Otherwise, the bank
will reject the order. In the ISO 20022 mes-
sage, this reference is part of the “Struc-
tured Remittance” element.

A special feature of the SIC system com-
pared to many systems and schemes
abroad is that it also checks if a payment
instruction from a bank (pacs.008) con-
tains a formally correct QR-bill if the pay-
ment goes to a QR-IBAN. This way, the
recipient bank and the beneficiary can be
sure that the payment of their receiv-
able always contains a correct reference.

The beneficiary’s bank, in turn,
can build its own services based on these
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receipts. However, part of the standard-
ized procedures is the possibility to collect
and be separately notified about in-
coming payments with a specific message
type (camt.054). The advantage of this

is that the beneficiary can transfer only the
required information to its accounts
receivable department. Anything else on
the account should or must not be pas-
sed on. Conversely, the accounting or trea-
sury department does not want to have

all bookings listed in the account state-
ment (or in camt.053) - this would be
annoying and unnecessary, especially for
trading companies with many incoming
payments.

If recording payments with QR-bill is too
cumbersome, you can switch to eBill.
That's because eBill is based on the same
processes and supports the QR-IBAN
and the QR reference. Instead of the cus-
tomer having to create a payment in-
struction from the invoice, eBill does it in
the background. For invoice issuers,
this means that regardless of whether they
send a QR-bill directly to the customer
or initiate an eBill invoice, the payment pro-
cess will be validated in the same way
and the notification for the incoming pay-
ment will be exactly the same. So, there
is no need to transition to eBill. Instead,
eBill is the next logical step on the path
towards simpler and more reliable invoic-
ing. An eBill invoice can also be created
from the data of a QR-bill.

An Ideal Basis for Instant
Payments, Too

The deposit slip with reference number
procedure (VESR) was introduced in 1971.
The reason why the system of standard-
ized procedures has lasted so many years
is because it is simple, efficient, and re-
liable to use. The procedure also lends it-
self to being updated again and again

for a new technical implementation. Both
the implementation of ISO 20022 mes-
sages (pain.001, pacs.008, camt.05x), which
took place not so long ago, and the re-
placement by QR-bill went smoothly. In
order to achieve this, some old habits
had to be carried forward. For example, the
introduction of a specific QR-IBAN via

a QR-IID is certainly not the most elegant
solution, but the existence of a specific
account number is the most efficient so-
lution for validation from the recording
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of a payment to payment receipt. And the
QR-IID was again the easiest way to
achieve this. The fact that this also makes
it easier to make payments from abroad
without a valid reference is an unattrac-
tive, but ultimately negligible side
effect. And as ISO 20022 becomes more
widespread, there may even be more
fully and correctly filled-in cross-border
incoming payments.

The imminent introduction of instant
payments in Switzerland is much more
significant. Instant payments are ideal,
especially for services where an imme-
diate cash flow makes sense or is more
costeffective, such as when topping
up credit - like when your godchild wants
a new Nintendo Switch game for their
birthday and receives the money for it
right after blowing out the candles.

The standardized procedure is an ideal
basis for this. The QR-IBAN and the

QR reference are also provided for instant
payments, as are the associated vali-
dations. The type of notification the benefi-
ciary receives likely needs to be adapted.
If there is a need, the ISO 20022 PT Swit-
zerland working group will consider
this and develop corresponding implemen-
tation guidelines for the SPS 2024 stan-
dard release (November 2024) at the earli-
est. One thing is clear: It remains excit-
ing, because the history of standardized
procedures is still being written after
more than 50 years.

MARTIN WALDER
HEAD BILLING & PAYMENTS STANDARDS, SIX
[E=4E 1SO 20022
%ﬁ IN SWITZERLAND
=%ty
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EBICS for
Corporate Cus-
tomers Gains
In Importance

Required knowledge
— Acquaintance with EBICS basics

Since Switzerland joined the EBICS com-
munity in May 2015, a lot has happened in
electronic corporate customer channels.

It is true that there are still a large number
of communication protocols that the soft-
ware partners of corporate customers can
implement or maintain if they pursue a
multibanking approach with all Swiss fi-
nancial institutions. However, there is a
decreasing need to support this variety of
protocols. On the one hand, more and
more institutions are offering EBICS as a
communication channel to their cus-
tomers. On the other hand, the software
manufacturers realize that they can con-
tribute a lot to the harmonization of the
protocols and are lobbying the banks

for EBICS.

The current standard transport proto-
col is the one that is accessible by the
most financial institutions in Switzerland.
The harmonization of the EBICS dia-
lects with the new version 3.0, the Austrian
banking industry joining the EBICS so-
ciety, and the comprehensive replacement
of the proprietary multi-bank standard
currently used make the synergies notice-
able for the software manufacturers,
especially in the DACH region. In Switzer-
land, too, banks and their software part-
ners are in the process of replacing propri-
etary protocols such as Intersystem or
Keyfile, as well as SFTP implementations.

Wide Reachability of Banks

Many regional and cantonal banks cur-
rently also support EBICS, at least for their
most important customers. In addition

to the now practically nationwide distribu-
tion of EBICS in the Swiss financial center,
the multi-faceted use cases of the banks
also demonstrate the increasing impor-
tance of the standard.
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Sending PDFs via EBICS has now al-
most become part of the standard offer.
EBICS is also almost indispensable as a
SWIFT gateway delivery channel and for
connecting external partners who de-
pend on an efficient and secure exchange
of messages and electronic documents.
The high level of operational stability and
good performance meet even complex
customer requirements. As an example,
trustees with an EBICS contract can
handle thousands of accounts and manage
pain.001 files containing more than
30,000 payment instructions. EBICS also
offers efficient protection against opera-
tional and cyber risks with the Distributed
Electronic Signature. As has been seen
in the German market, EBICS shows off its
strengths at the customer-bank interface
when faced with new challenges posed by
eBill for corporates, request to pay or
instant payments.

The National and International
Working Groups

The harmonization of communication
channels in the market would be unthink-
able without administrative preparatory
work. Above all, the EBICS working group
Switzerland, which maintains the stand-
ard in this country, is constantly examining
how EBICS could be made even simpler
and more attractive. Its members are of
course aware of EBICS’s establishment

as a standard channel. Both wider distri-
bution and new application possibilities
are foreseeable. The success story is pri-
marily shaped by the dedicated work-

ing group members, the software industry,
and numerous financial center stake-
holders that implement EBICS. Together,
they create synergies and build bridges
between different application areas.

The international focus on digitalization,
the simplification of processes, and the
maintenance of the standard is a decisive
success factor.

The balance between continuity and
change is always challenging. This also ap-
plies to the composition of the inter-
national working group. Representatives
from both Germany and Austria have
retired from the committee and been
succeeded by new ones. There have also
been changes to the Swiss representa-
tion. It was therefore all the more valuable
that after more than two years of the
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COVID-19 pandemic, a face-to-face meet-
ing could again take place to get to
know each other, have discussions, and
find a common direction. A committed
and forward-thinking group has come to-
gether that continues to diligently and
energetically approach the task.

All country representatives agreed
that the migration to EBICS 3.0 has been
slow. This is, among other things, due
to the current major changes taking place
in the financial market that began with
the ISO 20022 standard version change,
which the Swiss financial center has
already completed and which is still pend-
ing in the SEPA area, and also includes
the entry into effect of CBPR+ and topics
such as the obligation to use structured
addresses. The currently most widely used
EBICS version (2.5) runs reliably, which
corporate customers appreciate. Austria is
the exception to the rule. In contrast to
Germany, France, and Switzerland, EBICS
is not yet widespread in Austria. The
simple reason for this is that a nationwide,
direct migration to EBICS 3.0 is planned
in November 2023.

In Germany and France, the financial
institutions are pushing ahead with the
changeover individually. Switzerland has
opted for a gradual migration. The par-
allel phase with EBICS 2.x and EBICS 3.0
has been running since 2021.

CLAUS HALBHERR
SWISSCOM BANKING, MEMBER OF WG EBICS

CORINNE BELLWALD

SIX, HEAD OF THE EBICS WG AND SWISS
DELEGATE IN THE EBICS WORKING GROUP
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Foreign
Payments with
ISO 20022

Required knowledge

— Basics of the correspondent
banking system

— In-depth knowledge of the
SWIFT ecosystem

Foreign payments are transfers in cash-
less payment traffic where the paying
party’s account is held in a country other
than that of the beneficiary party. Such
foreign payment orders are issued and
processed via payment systems operating
across borders. Most of these systems,
especially the SWIFT network, have to date
processed SWIFT MT messages dating
back to the 1970s. As part of the global
payments standardization process, the
majority of these systems are converting
to the new SWIFT MX messages, which
comply with the international ISO 20022
standard. This is having a significant
impact on internationally active commer-
cial and correspondent banks, which
will now have to convert their international
payment systems to ISO 20022 at great
expense.

The Role of the
Correspondent Bank
Cross-border payments are usually pro-
cessed by correspondent banks. Often this
is done in a longer chain of correspon-
dent banks with intermediaries in differ-
ent countries.

A correspondent bank thus serves as
a link between domestic and foreign fi-
nancial institutions. It holds deposits in the
possession of other banks, with which
it provides payment and other services as
an intermediary or agent. For example,
it credits payments made by the initiating
bank to the beneficiary party - if it is it-
self the account-holding bank - or forwards
payments to the beneficiary party’s ac-
count-holding bank.

Domestic banks use the services of cor-
respondent banks to access foreign finan-
cial markets and serve their international
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customers without having to open branch-

es abroad. This allows them to process

transactions that either originate or are
completed abroad.

Cross-border payments are processed
in correspondent banking relationships
through loro or nostro accounts:

— Domestic correspondent banks main-
tain loro accounts in the domestic
currency for their correspondent banks
abroad.

— Correspondent banks located abroad
maintain nostro accounts in the
foreign currency for domestic banks.

Changeover from MT to

ISO 20022 Messages

Correspondent banks have been exchang-
ing MT messages via the SWIFT network
for 50 years. Starting on 20 March 2023, a
migration phase lasting almost three
years will begin, during which both formats,
i.e., existing MT messages and the new
MX messages, will be permitted (SWIFT Co-
Ex Phase). By November 2025, all of

the 11,000 connected financial institutions
must be able to receive, process and
forward MX messages, as MT messages
will no longer be supported for pay-
ments and account reporting.

The simplest cross-border correspond-
ent transaction is a payment from a pay-
ing party of the domestic bank to a bene-
ficiary party of the correspondent bank
in another country.

When the payee maintains a direct bilat-
eral account relationship with the cor-
respondent bank, the transfer of payment
information and settlement instructions
between the banks occurs in an ISO 20022
message flow with a single pacs.008.

In most cases, however, the paying party’s
bank does not maintain a direct bilat-
eral account relationship with the foreign
beneficiary party’s bank. In this case, it

is necessary to find a chain of one or more
intermediary banks to transmit the funds
to the recipient bank. There are two ways
to route a correspondent bank trans-
action through the SWIFT network: the
serial method and the cover method.

The Serial and the Cover Method
The serial method involves sending a
pacs.008 message from the originating
bank to the recipient bank through one
or more intermediary banks. This method
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is just an extended chaining of simple
transactions between two banks, with each
pair maintaining a direct account rela-
tionship. The payment information and
settlement instructions are transmitted
together in the pacs.008 message, and
there is a direct account relationship
between each linked pair of banks in the
payment chain.

The cover method decouples the pay-
ment information flow from the settle-
ment of the payment. The pacs.008 mes-
sage containing the payment information
is sent directly via the SWIFT network from
the originating bank to the recipient
bank, while the settlement instruction (the
cover payment) is sent through inter-
mediary banks with correspondent bank-
ing relationships as a pacs.009 COV. In
general, the cover method is considered
faster. However, there are two separate
streams that need to be reconciled.

To ensure that all 11,000 banks that
need to switch from MT to MX messages
have a common understanding of how to
apply ISO 20022 across the SWIFT network,
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SWIFT, together with the CBPR+ working
group, has set out a variety of use cases
in the “CBPR+ User Handbook."”

PETER RUOSS
PRODUCT OWNER PAYMENT SOFTWARE
PARTNERSHIPS, UBS SWITZERLAND AG
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o The payer party initiates an international payment
order to the payee.

The bank initiates a serial payment to the payee bank
with correspondent bank 1 and 2 as intermediaries,
both of which are direct participants in the market
infrastructure.

@ The bank initiates payment to the payee bank using
the cover method.

The bank initiates payment to the payee bank using
the cover method through the correspondent banks.

EXPERTS

e The bank forwards the payment to the correspondent
bank 2 via market infrastructure.

o The infrastructure settles the payment between the
direct participants correspondent Bank 1 and 2 and
sends a settlement confirmation to correspondent
Bank 1.

o The bank forwards the payment to the beneficiary
payee bank.

The bank receives the payment and credits it to the
payee bank.
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o The bank credits the payment to the payee and may
optionally provide notification, for example, a credit
advice in addition to an account statement.

@ The bank generates an end-of-day statement and
optionally a real-time notification at the time of the
credit.

o The bank reconciles payment notification and cover

payment and provides optional notification, for
example, a credit advice in addition to a bank state-
ment.
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ork and privacy protection
such a way that market
se data responsibly and thus
e trust at the point of sale?
innovations that are being intro-
are maturing and growing together,
study says, “to create a level of con-
venience that has long seemed like science
fiction.” A loyal, context-aware intelli-
gent agent can take care of the family’s
weekly groceries and pay for them
directly. Using data from Internet of Things
devices in the home and previous habits,
it can determine which products need to
be bought. It knows the budget and
spending habits and, thanks to loyalty pro-
grams, selects the best delivery service
and most suitable delivery date.

- The Brave
New World of

GABRIEL JURI

Payments?

FURTHER INFORMATION:
Payment processing is like an iceberg. [El[#;E  NAVIGATING
Cards, devices, and apps that should make % = [ MENTS
payments as easy and user-friendly as .
possible are just the tip of the iceberg. Be-
low the surface of the water, there is an
obscure web of relationships between a
multitude of market actors, processes,
and systems that ensure the flow of money
from the payer to the beneficiary. A true
dichotomy - above the water, the simplici-
ty for the buyers and retailers, below, the
complexity of payment processing.
According to a study conducted by
Worldline, this gap is likely to become even
more distinct due to the disruptive im-
pact of digitalization. It is becoming easier
to make payments, while the processes
governing the payments gain in complex-
ity. To mitigate this problem, the market
players need to innovate. That is the start-
ing point in the study regarding the
vision of payment transactions in 2030.
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A Boost for
Open Finance
in Europe

The European Payments Council (EPC) has
published the rulebook for SEPA pay-
ment account access. The SEPA Payment
Account Access (SPAA) Scheme Rule-
book is intended to promote Open Bank-
ing or Open Finance across Europe.

The API-based optional rules, practices and
standards contained in it are intended

to facilitate the exchange of customer data
between financial institutions and third-
party providers. To this end, the EPC has de-
fined premium payment services that go
beyond the regulatory PSD2 minimum re-
quirements. One such service relates, for
example, to one-off payments, which are
regulated by the EU Payment Services
Directive PSD2. As soon as the initiation of
such a one-off payment is combined
with a function that guarantees execution,
it is considered a premium service.

Minimum Viable Product and
Terms and Conditions

The 120-page SPAA rulebook also includes
an adherence agreement regarding
participation, which is now awaiting sig-
natures. How big the rush will be also
depends on the minimum viable product
(MVP), which, according to EPC, the
SPAA multi-stakeholder working group


http://bit.ly/3Sj8FNX

will define in the coming months and
align with the rulebook. The MVP will have
enough features to determine what
value the SPAA Scheme Rulebook adds.

Another key component of SPAA, to
be released by the second quarter of 2023,
is the standard terms and conditions.
They include a set of standard fees for the
premium services and standard APIs.
The EPC acknowledges that potential SPAA
participants will not be able to make a
binding decision on whether to participate
in the SPAA until they have a complete
picture, including the MVP and the stand-
ard terms and conditions.

The EPC is also intending to publish the
API Security Framework in the second
quarter of 2023. This will be based on com-
monly available European and inter-
national security standards and will define
the minimum security requirements
for system participants.
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Twint-ing in
allgle]

PhonePe is in India what TWINT is in Swit-
zerland: the most popular mobile pay-
ment app in the country. It is one of over
60 mobile applications available in the
Indian banking sector and the state’s real-
time payments infrastructure, Unified
Payments Interface (UPI). Besides domestic
apps, Google Pay and Amazon Pay are
also vying for their share of the market,
though Apple Pay is not. In December

2022 alone, UPI processed
transactions from 260 million
That sounds like a huge number. H
the perspective changes when we com-
pare these figures to Switzerland; while
around 20% of the Indian population
uses UPI, TWINT reaches well over half of
the Swiss population.

India also wants to expand its open-
source infrastructure abroad. In recent
months, their subsidiary company has con-
cluded a number of agreements with for-
eign partners. Stakeholders from around
30 countries have already expressed
interest in UPL The latest partnership was
formed last October with Worldline, the
European leader in payment and transac-
tion services, which holds a 20% share
in TWINT. The goal is to gain acceptance
for UPI as a payment infrastructure in
Europe. Its target markets include Belgium,
the Netherlands and Switzerland. Sim-
ilar collaborations already exist with UPI
in the United Kingdom and France.
Cooperation between India and Singapore
goes even further. Their central banks
have announced plans to link their real-
time payment infrastructures.

On the one hand, the aim is to ensure
that the growing number of Indian
tourists are able to pay quickly and effi-
ciently while in Singapore. On the other
hand, UPI is designed to facilitate money
transfers for the 32 million Indians liv-
ing abroad, both in terms of real-time ca-
pability and cost. Recently, the Indian
government confirmed that this “digital
public good” would remain free for all
users.

GABRIEL JURI
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FURTHER INFORMATION:

NATIONAL PAYMENTS
i1 CORPORATION OF INDIA
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When someone says, “it's not the money,
it's the principle,” it's the money!



