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ELECTRONIC payments in EMEA:

Direct competitors : % of threat to banks

Credit card providers 28%

Telecoms companiexsl%

NEW BANKS 38%

ALTERNATIVE
payment method

Social media networks 31% providers 38%

Merchants 17%

What part is ‘competitive’ and what part is ‘cooperative’?

g o
Source: http://www.finextra.com/finextra-downloads/newsdocs/DBOF_Industry_Research_Report.pdf @mp’da



http://www.finextra.com/finextra-downloads/newsdocs/DBOF_Industry_Research_Report.pdf

Data network vs. payment network: czo/v YicT

the PROBLEM:

This network has become very good at exchanging
data but ...has limited way of exchanging value

Money is no longer facilitating trade, it’s actually holding it back

Payments are no longer the simple thing that it was 10 -H.\e eaosys+em
years ago. It is a propositions, it is a vaawkled, it is
much necessity for everyone in ecosystem @ Ty

Customer is evolving. People are not comfortable
with the way the electronic payment system is
managed

Compliance becomes more complex for payment
providers but at the same time there is much regulatory
uncertainty in some segments, i.e. about mobile
payments in a majority of markets.

wronghandsi.wordpress.com © Tohn Atkinson, Wrong Hands
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WHAT CUSTOMER WANTS:

individuals

l_"]l |_||t EVERYTHING
q y EVERYWHERE
MOBILITY
EASY
SECURITY
“I' WANT IT ALL” Music videt; by Queen performing
large values 24/7
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WHAT CUSTOMER WANTS:

corporates
NOW 10-15 years ago:
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https://www.youtube.com/watch?v=_eZX-JCZiRE&index=8&list=PLIO3CgwH3qs-vyiWN--d8pc_vFZjvlb3Y

What banks & alternative

payment providers NEED:

* We need to build on top of the

* we need e-payments and mechanisms to foundation the digital service
stimulate e-commerce and we need to infrastructure
compete with the Chinese

* We need new legislation: we might
call it as SEPA 2.0. or E-SEPA

* We need central standards to all consumers,
people from different countries, without of
this fragmentation of 20-30-40 different
solutions coming up and none of them working
with each other



https://ca.finance.yahoo.com/photos/is-this-the-office-of-the-future-slideshow/is-this-the-office-of-the-future-photo-1386856302084.html

WHAT REGULATORS want:

* In emerging markets - to support

financial inclusion and create a digital [ £
society whilst maintaining the integrity mewo
of the financial system

Brussels, 24 July 2013

Payment Services Directive and Interchange fees
Regulation: frequently asked questions

I. Payment Services Directive
1. GENERAL QUESTIONS

1.1 What has been the impact of the Payment Services Directive
of 20072
The Payment Services Directive (PSD), adopted in 2007, has brought substantsl
* ) benefits to the Ewopesan economy in easing rmerket mbyfarnenach:rs\, namehy
peyment institutions, thersby incressing competition and offering more payment:
I u - choices to consumers. It hae faciliteted sconomies of scale end the cperstional
Implementation of the Single Euro Payments Ares (SEPA). The PSD has akso
enhanced transparency for corsurners through s information requlm'rhfnr
services providers (execution time, fees) and it has reinforoed the rights:

. peryment
more driven by the oy el ity
{peyﬁmh are mllmﬁbhwﬂ% account within u:‘lngut

consumer protection o

1.2 Why has the Commission decldedlnaduplarew.seda
Payment Services Directive "PSD2"7?
While the review of the Payment Services Directive confirmed that the existing PSD
is generally fit for purpose, it revealed that some of its provisions needed to be
rmodernisad to take

account of new types of payment services (such Bs paymen|

initistion services offered in the context of e-comrmerce, See X1 below). Theoe

brought innovation and oo the market by

providing alternative, cheaper, payment sclution for Intermet peyments.
‘these of ment serdoes not: Bringing

within the scope of the PSD will boost trarsparency, innowetion security in the

single market and creste a level playing feld between peyment services

TRANSPARENCY
— [—

NEW YORK STATE

28T DEPARTMENT of
4, FINANCIAL SERVICES

Source: http://europa.eu/rapid/press-release_ MEMO-13-719_en.htm
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CHALLENGES for innovations: c%,

Time is pressing

The problem is that NATIONAL solutions are taken to provide
CROSS-BORDER payments for the end-consumers

Kash Phone Payments Linked to Bank Account

We have to understand specifics of
each country regulation

We have regulations that may be contradicting
between countries.

Do payments providers in fact

. “The new Kash service wild/l pre
Steal revenue from FIS S|mp|y by phone screen and have consumers link the app to their bank
_— . account using account aggregationhis allows the service to know
Slttlng on tOp of Fl accounts while the checking balance to approve the payment, and settle as a debif
ACH with virtually no revenue

leaving all the compliance costs
with the FI?

http:// rcgiltner.blogspotru/2014/08/kashlatestreasonfis-losingrevenuehtml
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http://rcgiltner.blogspot.ru/2014/08/kash-latest-reason-fis-losing-revenue.html

CHALLENGES for innovations:

technology

Digital transformation requires opening up of all
this infrastructure to allow more choice and
competition to happen.

How to build the right solution? That can be used —
in-house, meet the requirements of the regulators e
from different jurisdictions, support different
payment methods

How to value a multinational solution, how to
keep it up with the technological progress that
companies are making?

How to bring personalization to e-commerce ?

https://www.youtube.com/watch?v=7_hGFzgGeBE&Ilist=PLIO3CawH3qs-vyiWN--d8pc_vFZjvIb3Y&index=4
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https://www.youtube.com/watch?v=7_hGFzgGeBE&list=PLIO3CgwH3qs-vyiWN--d8pc_vFZjvlb3Y&index=4

CHALLENGES for innovations: c%,

Culture

Is it that technology has to change or the culture needs to change
inside of the bank?

What is one of the things that will

contribute to culture changes? - .
caffeine causality loop

“ Lyla R2yQiG fA1S SELIS LI & ¥
some product and come to market with it. In
3 yearsc they ask for a new product. The

R2Yy Qi fA1S NRATAD ! YV : :
GKIdG GKSé& ySSR G2 OKI ~ coffee,

GC2NJ AaSOSNI t & §riiNdG&am@ ®aie d
a system that is secure, reliable, stable and etc. Now

wronghands1.wordpress.com © John Atkinson, Wrong Handls

you sayc Hi guys. Be out of the boat. Be innovative.
. dzii K2g (0KSeée OFy R2 AUKE
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CHALLENGES for innovations:

Management

Risk management: Do we need realime clearing and
settlements?

Big data management: Can we create a payment mechanism that
delivers a consumer experience?

vintage smartphone
digital voice recognition contacts

ndsocu;‘l touch pad ir:‘l"edrface and
a;:r ing io player / i

Compliance management:
“ML 1 s a bi g r ¢
back the devel o]

Customer support management:
It shall be multilingual, fast and 24/7
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Suggested solutions

Technology: evolution
from hardware things to
software capabilities

Standardization : local +

TYPICAL APPLE PRODUCT...

global

Multi factor
authentication

CULTURE shift: going
mobile

A GOOGLE PRODUCT...

[ |[FIND]

Instrumental and proactive
interface

| mport of cu
social data into financial

YOUR COMPANY'S APP...

FIRST NAME: TYPECD:L 1]
LAST NAME: TQP STAT: O]

A
VER: — 77
: :] **rCITY:
PHONE z:g ! ® STATE: [ |
ADDR 1: ZIP: [ .
ACCT #: I orp #: @ 0O 7 .

ecosystem

| okay| [appLy | [save] [unpo | [ Her | [cELETE [ EDiT ]

[ sELECT] [BROWSE | [ERRORS |

STUFFTHATHAPPENS.COM BY ERIC BURKE

Risk management: “1f we
instant payments, interbank
payments through APIs, there
would be a massive risk and cost

efficiency?”

Regulatory: a lot dialogue to help
the regulator to work out its
landscape

Give people a tool to evaluate
their personal information.

“ We méeANduropeanface
b o o-logen database for
verified personal identity data
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Market development scenarios ﬂ:Z:cr

C 1-st option — do nothing. Stay where you are. No change fed Jears. Allow ISO and other standard
organization to align us to some transaction standards.

C 2-nd option — new structure for International card schemes networks. To take the international card
schemes particularly in the cloud side and open them up.

C 3-rd option - to build something new from domestic system with focus on cressrder transactions

C 4-th option — universal central payments switch. Hub processing center that is owned by some stat
body.

SCAN
QR CODE

Denomination= USS$ 1.00
Rate=0.00000001

Bitcoin Value= mBTC 0.00000001

Source: NUMONI ATM video on YouTube channel

=) rapida




Q Ms Elena Gafarova,

Thdl'\k you Vice President
Global Sales & Product management

E-mail: gafarova@contaesys.com

Tel. +7 (495) 913 90 42

=) rapida


mailto:gafarova@contact-sys.com

