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A faster way down under

Every year, more tourists arrive in Australia from China
than from any other nation. One million a year make the
trip. When they get there, according to a report by Cross
Border Management, they spend A$2.5bn on retail goods.
It is in Australia’s interest to make it easy for the Chinese to
spend their yuan and that means one thing: accepting mobile
payments. That explains why, in September of this year,
local payment processors launched WeChat down under.
Novatti Group and RoyalPay Australia teamed up to help

locals accept WeChat wallet transactions, which are
triggered when users scan a barcode at the point of sale.
They expect thousands of Australian merchants to adopt the
system in the coming year. At the time of writing, more than
100 are set up to take WeChat payments.
Chinese visitors who prefer their country’s other key

payment product, Alipay, are also catered for. In January
2016, Alipay launched across 4,400 Australian stores in
partnership with the Australian Postal Department.
Australia’s financial services sector is keen to adapt to

the idiosyncrasies of its Chinese holidaymakers, but there is
also strong evidence that the locals are keen on new
payment methods. 
For example, Australia is said to be the world’s most

enthusiastic nation when it comes to contactless payments.
A 2015 survey by RF Intelligence Group found that 53 per
cent of Australians had made a contactless transaction. One
in two transactions under A$100 was made by tapping with
a mobile phone. Meanwhile, 74 per cent of Australians use
a smartphone.
The enthusiasm for mobile payments is set toup-end the

Australian payments market and 17 Australian banks have
been working on a complete overhaul of the country’s
payments infrastructure. They signed a 12-year contract in
2014, worth £540m with Swift, the global provider of
secure financial messaging services, to rebuild the system.
The new payments platform (NPP) – expected to go live in
September 2017 – aims to provide a “fast, versatile, data-
rich payments system for making…everyday [small sum]
payments”. 
At its core, the NPP is a faster payments service (FPS).

In itself, this is nothing new. Swift says 29 countries are
building a faster payments backbone while 18 have already
launched one. Among them is the UK’s own FPS. But FPS
is eight years old now and launched at a time before

Tim Green describes how Australian banks are launching one of the world’s most
advanced faster payments platforms and explains why they believe it will lead to
a wave of innovative other services

smartphones, 4G, apps and many of the defining
technologies of today. Australia says it is building much
more scope and flexibility into its system.
As such, the NPP has four elements:
• a faster payments network – a 24/7 real-time network

as opposed to one based on batch payments and file-based
deferred settlement;
• more payments information – at present, sender

descriptions can be up to 22 characters and the reference
field is 18 characters but with NPP the limit will be 280
characters;
• addressing

services – NPP will let
customers link their
accounts to an alias
such as an email,
mobile number or an
Australian Business
Number (ABN), which will help them send and request
payments more intuitively; and
• overlay services – all of these innovations will let

member banks (and others) design new products that make
account payments simpler and richer. 
The last is central to the NPP. Banks want to make the

transactional account do more than just dumb payments.
Nathan Churchward, senior manager of payment products at
Australian payments specialist Cuscal, says: “It is going to
turn your mobile and internet banking into a day-to-day
personal payment service, and not just a bill payment and
account inquiry service. That is the real opportunity.” He
made the comment during a webinar dedicated to NPP. 
The webinar highlighted some of the new scenarios that

NPP could bring about. For example, fast instant payment
could make a big difference to tradespeople who must
traditionally demand payment upfront or hope that a cheque
will clear. NPP’s creators expect a similar boost for people
selling high-ticket items such as cars. These exchanges
demand trust on both sides, but with real-time payment that
risk would be mitigated: they would be able to see the
money had moved instantly. With the addition of richer
payments information, the seller could pass on ownership
registration as part of the exchange, too.
The 240 characters of payments information that NPP

supports could have an impact in many situations. Detailed

Real-time payment
will show the money
moving instantly
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electronic pay slips could accompany payroll deposits, for
example. Invoicing could become more integrated and
automated – no need to send payment and paperwork
separately. The Australian government might also migrate
its payments over to NPP from the Government Direct
Entry Service as the population demands more digital
services. On a more general level, account holders will be
able to glean much more information from their historical 
spending records.
In the case of the new addressing services, Australians

will have more scope to request payments from each other,
split bills and so on if they do not need each other’s account
details. This is not new. In the UK, Barclays’ Pingit
pioneered such a scheme in 2012 and the multi-bank Paym
scheme launched in 2014. But these services only assign a
bank account number to a mobile. The NPPs will let people
link to multiple aliases.
Australia’s banks have high hopes for NPP. It will make

payments between people easier but it does not specifically
address wider issues such
as identity, cyber security
and machine-to-machine
transactions. It is just one
part of a more ambitious
project to ready Australia
for the next wave of

digital disruption. Step forward, the Australian Payments
Plan, published in December 2015 by the Australian
Payments Council (APC). 
The plan addresses disruption in three elements: 
• digital payments – specifically, the need to tackle

digital identity, privacy and cyber security;
• integrated payments – when payments “disappear”

inside an integrated experience, as with an Uber car ride;
and
• embedded payments – transactions made by machines

without human
intervention. 
What links all three is

that they result from
turning payments into
code. This sets big
challenges. In the
example of embedded
payments, there are
questions about
verifying the identity 
of the sender,
accompanying the
transfer of funds with
contract information,
permissions and so 
on. Shared ledgers 
and blockchain-like
technology could play a
part here. 

The APC is looking at all of this in a plan to prepare the
economy for the next 10 years. But it will not limit the
discussions to the banks. Leila Fourie, chief executive of
the APC, says: “We want industry to help us decide what
we do, not purely financial services. Therefore, we have
retailers and other enterprises on our board looking at how
to build APIs and design digital identities for the next phase
of payments.”
Fourie adds that she also wants to avoid regulation where

possible. “We have a very different approach to regulations
here, I think. We try to be hands-off and to encourage what’s
innovative. Unlike with PSD2 [the EU’s Second Payment
Services Directive], for example, we want to see if the
market can come up with something before we act.”
It may not be the banks that “come up with something”.

New fintech players might be quicker to see the
opportunities as, indeed, have WeChat and Alipay in China. 
It is incumbent on the incumbents to use their collective

headstart. WeChat is a case in point. Although Tencent, the
Chinese investment holding company, plans to take it to
20 countries by the end of 2016, it seems unlikely that
anyone other than Chinese tourists will use it. The fact is,
despite a three-year global campaign starring Lionel Messi,
the Barcelona footballer, WeChat’s efforts to launch outside
its home country have failed. Australian banks would be
wise to heed this and make sure they build something
compelling while they have the chance.

Tim Green is a journalist who has been
writing about mobile technology for 10 years,
first with Screen Digest, then Mobile
Entertainment. He now watches the mobile
payments space carefully via his Mobile
Money Revolution blog and works on
corporate writing projects for companies
such as Gemalto, Bango and Boku

Turning payments
into code presents
big challenges
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There can be little doubt that the world’s most-used mobile
payment systems are intent on world domination. Many
consumers in the west have never heard of Alipay or
WeChat Pay but both are already far more successful than
Apple Pay in terms of transaction volumes and number of
active users. 
Alipay and WeChat Pay are almost exclusively focused

on their home market of China but, as this market begins to
mature, they have begun to look overseas to continue their
expansion. (See Tim Green’s article A faster way down
under, page 33.) Operators of both existing and developing
payments systems in the west have reason to be wary of that
expansion. One might argue that payment provision in
developed western markets is a hard nut to crack. It is still
dominated by banks and even a company as well run and
well resourced as Apple has not found it easy to get traction.
But Alipay and WeChat Pay are already operating at large
scale and have highly effective and aggressive management.
Just as importantly, they have developed in a mobile-first

market. This background is in strong contrast to digital
payments services in the west where a PC or a tablet is the
starting point. As things stand, 75 per cent of all Alibaba’s
e-commerce is transacted on a mobile phone compared with
less than 20 per cent at Amazon. 
At Baidu, China’s leading search engine provider, 

62 per cent of all revenues come from activity on a mobile
phone compared with just 39 per cent at Alphabet, the
Google holding company. Consequently, it has been
important for Alibaba to ensure that it has an easy-to-use
and effective mobile payment system. That led to the
development of Alipay. 
Alipay focuses mostly on e-commerce. WeChat Pay, in

contrast, was developed by Tencent to use its dominant
position in instant messaging to expand into payments. Of
the 806m users of WeChat, more than 300m of them are
already using WeChat Pay in their daily lives. WeChat Pay
has grown to dominate peer-to-peer payments in China, as
well as payments for consumer goods and services such as
restaurants and train tickets. So prevalent has this payment
system become in China that some goods and services can
only be bought with WeChat Pay because merchants find it
is not worthwhile to support other payment systems
alongside it. 

That begs two questions: Why does China have such
high acceptance of mobile payments while they are still
struggling to take off in the west? And what threats do such
payment systems pose to nascent mobile payment systems
in the west? 
There are two main reasons why mobile-based payments

have taken off in China and not elsewhere. First, China has
only one regulator and the market is much less fragmented
than Europe, which means that one system can work for
1.3bn people, of which 817m already have a smartphone.
This has allowed Chinese companies to acquire far more
scale in payments than almost any other entity in the world
can hope to achieve. Operating at scale means that they
have the know-how and experience to roll out and operate
systems quickly and efficiently elsewhere. That gives them
a big advantage when
they enter western
markets that are, at least
in comparison with
China, still greenfield. 
Second, the Chinese

companies have been
able to succeed with a user experience that is deemed sub-
par in the west. Both Alipay and WeChat Pay base their
systems on QR codes that are shared between two devices
to initiate the transaction. QR codes are an easy way to get
around the problems of hardware availability and of limited
computing power, and in China they have been hugely
successful. This  is because the offline experience in China
is so poor that even using QR codes represents a huge step-
up in user experience. For example, waiting time at a
hospital can be reduced from four hours to 20 minutes using
the codes, and buying train tickets with WeChat Pay takes
a few minutes at a machine rather than a two-hour queue. 
Although both payment systems started with QR codes,

they are also deeply embedded in a wider ecosystem, not a
standalone product. 
To date, Alipay has only charged transaction fees to

larger users and, even then, the total charge is at most 1.2
per cent, which is far less than PayPal charges. This may
change over the next year or two as its owner, Ant 
Financial, is intending to go public in 2017. If it does, it will
need a valuation of more than $60bn, the level at which it

Beware of the dragon
Richard Windsor looks at the rise of China’s Alipay and WeChat Pay and explains
why they could become a threat to western mobile payment providers

WeChat Pay is used
by more than 300m
Chinese in daily life



raised money in April 2016. WeChat makes no charge for
the payments it transacts, although there are signs that very
small fees will be required for some transactions in the
future. 
The difference in fee structure reflects the difference in

strategy at Alipay and WeChat Pay. Alipay was created to
ensure that payments through Alibaba’s e-commerce
platforms would be easy and simple. WeChat aims to
increase the stickiness of its services and thereby become a
focal part of people’s digital lives.

In the west, every
attempt at using QR
codes  has flopped
because the experience
is inferior to the
expectations set by
Apple Pay. The offline

experience for payment is also much better in the west so
the advantage gained by using QR codes is limited. Finally,
credit and debit cards are widely accepted. Any mobile
payment system needs to offer an experience that is superior
to just reaching for a wallet. 
The QR code is the one aspect of Alipay and WeChat

Pay that might trip up the Chinese in western markets. But

both the Chinese solutions have huge scale and massive
transaction volumes and, therefore, deep consumer data,
which would help them target consumers closely. They have
experience of operating a large mobile ecosystem that
western companies lack. 
The fact that they are both based on a system that has,

until now, failed to gain any meaningful traction in the
west does not mean they are not a threat – and both can
support an aggressive investment strategy in overseas
markets. Ant Financial was valued in April 2016 at $60bn.
If the company were minded, it could snap up almost any
small, struggling bank in the US or Europe to meet local
regulatory requirements. 
Many commentators and companies often forget to

include the Chinese when assessing the threats they face.
I doubt they will do so for much longer but perhaps by then
it will already be too late. 

Richard Windsor, CFA, runs Radio Free
Mobile, an independent research producer
specialising in the digital and mobile
ecosystem. During his 11 years at Nomura
Securities, he focused on the equity coverage
of the global technology sector

RegTech to the rescue?
Ruth Wandhőfer discusses new technology that helps companies manage regulatory
requirements and looks at how it could benefit the financial services industry

First, the buzzwords were Blockchain and FinTech. Now the
new inbox bustle is about RegTech. But what is RegTech and
how can the financial industry and its clients benefit from it? 
According to the hype, RegTech – that is, technology used

to help companies manage regulatory requirements – is 
the new thing. 
But technology that
helps institutions 
be compliant with
regulation is not
exactly new.
Technology that

supports know-your-customer and anti-money-laundering
(AML) compliance has been in place for some time. Other
solutions, such as pattern analysis, have been applied to
regulatory compliance for decades.

Nonetheless, the financial industry has seen real growth in
the use of these technologies, particularly since the financial
crisis, as regulatory demands have increased. Banks are
required to demonstrate more transparency, do more reporting
and be more compliant than ever before, all in accordance
with evermore detailed rules. 
RegTech enables financial services and other companies

to respond more nimbly. The environment around banks is
now one of dynamic innovation. This is being fuelled not only
by the advent of distributed ledger technology, but also by
improvements in machine learning, cryptography, artificial
and digital intelligence, big data and cloud computing, among
many others. What RegTech could do is needed. Many
existing bank technology systems are not capable of delivering
the breadth of functionality required to take the pain out of
regulatory compliance.

A big challenge for
banks is ensuring
regulatory compliance

Both groups could
support aggressive
overseas expansion 
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RegTech promises to be of real help in regulatory training,
gap analysis, activity monitoring, regulatory and transaction
reporting, risk management and modelling, and management
information. It can enable banks to turn their biggest problem
– managing data – into one of their biggest assets. If
technology can help analyse and make use of bank data in the
best possible way, it will unlock value, reduce risk and enable
banks to run a better, more efficient and sound business. For
example, compliance-related data can often be reused for
commercial and risk profiling and management purposes as
well as for behavioural analytics. 
But banks do not only need to monitor and manage

external risk. Conduct risk is another area where RegTech
could bring benefits. Real-time monitoring of staff activity,
combined with behavioural analytics and machine learning,
can make a difference to a bank’s insight into its personnel. 
One of the biggest challenges for any bank is ensuring

regulatory compliance. RegTech measurement of how
effective an organisation is in complying with regulation
would not only bring benefits to the bank, but would also
allow industry benchmarking and could ultimately become
interesting for the supervisory community.
One of the main business benefits of RegTech,

improvements in compliance across key metrics, such as
Basel capital, liquidity and leverage ratios, should enable
banks to become more efficient and possibly allow for a
reduction in capital requirements over time.
Regulators, clearly, should welcome RegTech. They have

a big challenge in tackling the compliance data they receive.
Improving analysis of data and being able to combine different
data sources across multiple supervisory and regulatory
divisions could allow for a more granular picture of a given
market participant. 

Regulators could, potentially, even become a node on the
ledger – using distributed ledger technology – which would
allow them to verify transactions or benefit from real-time
reporting. That, ultimately, could remove the requirement at
banks for a number of conduct and reporting requirements
because regulators that are connected to the system could
gather the data themselves. 

The problems
RegTech, however,

may not deliver all
that it promises. First,
it will need to address
the right “pain point”
in a bank. If that
works, the next big problem is technical integration with the
rest of the institution. Lack of interoperability with bank
legacy systems will remain a practical barrier for some time.
Beyond that, there is the challenge of how specific solutions
interact with the rest of the system, how they can be deployed
and risk managed. Regulation too – with a plethora of partially
conflicting or overlapping regulatory requirements – will add
to the complexity. Most importantly, focusing on where the
risk is and where it moves within an institution is a complex
challenge and technology will not replace human judgment
altogether.
This judgment will also have to go beyond knowledge of

what a bank does and what is required of it. In the future,
compliance will need multi-disciplinary teams who
understand both how banking, technology and regulations
work, and how they interact. For this to be possible, there will
have to be collaboration across financial services
organisations.

RegTech may not
deliver all the benefits
that it promises
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Imagine keeping your bank’s 11m customer records in a
briefcase: it would be reckless. But every day bank
executives carry with them thousands of these briefcases.
They are also known as laptops, and they are occasionally
stolen. In 2007, regulators fined Nationwide £980,000 when
thieves stole an unencrypted laptop containing the personal
data of 11m savers. 
Nine years on, cyber attacks remain a fact of life for

banks. Bitglass, the cloud security company, reported 87
data breaches in the financial services sector in 2015. It is
likely that many more go unreported. 
Better firewalls, more encryption and improved staff

training cannot seem to
eradicate the problem.
Is there a fix? A
collection of start-ups
believes so. Their
solution is simple: give
control of personal data

back to the individual. “Internet of me” start-ups say people
should have one place for everything: demographic details,
bank records, health records, location, transaction history,
and so on. They could then share the information instantly
with trusted third parties, such as banks.
They believe the idea solves four problems. First, it

makes data more secure. While it is true that individuals
may not have particularly good data security, their chances
of being targeted fall. Hackers would rather steal millions of

records from one location than single records across
millions of locations.
Second, it makes data private. Today, organisations

routinely gather demographic and payment data about their
users and some track digital behaviour, too. This can be
corrosive. It is why the Daily Mail headlined a story
about banks profiling customers with “Big Brother in your
bank”. When individuals host their own data this problem
is mitigated.
Third, it makes data up to date. People have dozens of

online accounts. Most accounts contain inaccurate
information (old email addresses, etc). With the “internet of
me” data are always current.
Fourth, it makes data interoperable. An organisation

might have a lot of user information but how portable is that
information? When a customer needs his or her medical
record, for example, can they access it? With an “internet
of me” app, a person could let any trusted party have instant
access to a wide range of data sets.
The “internet of me” concept is not new – it has been

around for a decade. But only now, in an era of cheap cloud
storage, APIs and powerful smartphones, is the idea finally
flowering. 
The big question is: how to make it real. There are

already, in financial services, some products that suggest a
way forward. In Germany, companies such as Outbank and
Numbrs give customers a view of all their bank accounts in
one place so they can track spending, set budgets, create

Tim Green investigates the viability of the ‘internet of me’ – a concept that could cut
the cost, risk and compliance burden of storing customer data 

Putting the ‘I’ into internet

The reality
Ideally, RegTech will deliver better regulatory compliance,

which may ultimately allow for less formal regulation. But
the path to that ideal will be a long one. Questions to be
addressed include digital identity, security and authentication.
From a compliance and regulatory perspective, more clarity
about deployment of digital ledger technology, smart contracts
and cloud computing will need to be in place. At present, for
example, regulators are still considering how much leeway to
give banks in the cloud. How the new technologies sit with
operational risk management will be a central focus over the
next few years.  
Digital, in essence, means borderless. As a consequence,

regulatory alignment and consistency around the world will
become inevitable. Getting there will be hard, but technology
– combined with the right policy and good human judgment
– is poised to bring a quantum leap to financial services.

Ruth Wandhöfer is global head of regulatory
and market strategy for Citi’s Treasury and
Trade Solutions business. She chairs a number
of industry bodies including the Global Public
Policy and Regulatory Affairs Committee of
BAFT, the Payments Regulatory Expert
Group, and the European Payments Council
Payment Security Group

People should have
one storage space
for everything
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alerts and project future financial patterns. This is possible
because of Germany’s open banking protocol FinTS.
The UK government’s midata initiative offers another

methodology: midata gives people the chance to download
a .csv file of their bank records and share it with third
parties. In 2015, GoCompare put a “search using midata”
button on its site. 
These services cede some control back to users. But a

group of start-ups is plotting a more ambitious disruption.
These Pims (personal information management services
such as Meeco, CozyCloud and Digi.me) offer apps that
let people aggregate every kind of personal information in
one place – from biometrics, to location, to bank details, to
medical records. Crucially, Pims never store the data – they
merely provide the protocols that let third parties access the
information. 
UK-based Digi.me has received $7m in funding, with

Swiss Re among its biggest investors. Julian Ranger,
chairman of Digi.me, says: “We are bringing the processing
to the data. This is so important. We are your librarian and
your postman, but we do not ever see, touch or hold your
data. It is game changing.”
Why is it game changing for banks? Ranger believes it

can ease regulatory burdens, improve know-your-customer

efficiencies and ultimately yield a new
generation of banking products. He
explains: “GDPR and PSD2 are coming and
they are mandating informed and explicit
consent from users, which banks do not
really have. Now, they can. And there is a
similar upside with things like credit
scoring.” (GDPR is the EU’s general data
protection regulation, which is earmarked to
come into force in the UK in May 2018.
PSD2, the EU’s directive on payments
services, should, in principle, come into
force in January 2018.)
“With the ‘internet of me’, a bank’s

algorithms can analyse a broad range of data
to get a very accurate score,” adds Ranger.
“And there is no sharing burden for the
customer. They are not sending their data to
the bank – it is all being processed locally.
That is good for the bank, too. They [banks]
do not want to hold the data, they just want
an accurate score.”  
Not everyone is as bullish as Ranger.

Critics argue that customers are apathetic.
After all, they continue to use data-
harvesting services, even when those
services collect information without
consent. Users might also be confused. They
might conflate Pims with services such as
Dropbox and fail to understand the big idea
behind the “internet of me”.
The Pims must also convince enterprises

to become involved. Customer data that are well analysed
can be extremely
valuable. Banks might be
well advised to continue
to keep a tight rein on the
information, despite the
security and trust
challenges that brings.
Furthermore, a shift to the “internet of me” model requires
a complete rethink not just of data and IT policies but also
strategies that are centred on data. 
That said, should the idea flourish, banks could be well

placed to take advantage. Ranger says: “People still do trust
traditional banks, so they have a huge opportunity here if
they are willing to experiment.”

Tim Green is a journalist who has been
writing about mobile technology for 10
years, first with Screen Digest, then Mobile
Entertainment. He now watches the mobile
payments space carefully via his Mobile
Money Revolution blog and works on
corporate writing projects for companies
such as Gemalto, Bango and Boku

‘Digi.me can act as
your librarian and
your postman’ 


