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A global payments revolution is underway.

Both for traders and for consumers, how

we pay and receive payment is likely to

look very different in 2020 compared to

today. Technology, global trade flows,

choices of currency, and regulation are all

changing rapidly and shaping customer

expectations; and payment service

providers, in turn, are developing a variety

of strategies to meet these changing de-

mands.

We live in exciting times. After some

sluggish years, global trade flows are now

on the increase and are expected to con-

tinue to grow. Their nature and composi-

tion will continue to change; reflecting the

growing participation of emerging and

developing economies in global trade.

At the same time, the ways in which

consumers and businesses pay for the

goods they trade and buy, are undergoing

a period of fundamental transformation. A

host of factors – technological, economic

and regulatory are at play, sparking

change in every aspect of the payments

landscape. Most obvious is the accelerat-

ing pace of technological innovation, and

the appearance of new types of ‘non-

bank’ payment providers.

The changes are in fact more funda-

mental still. Between now and 2020, pay-

ments will be more widely recognised as

much more than a mere commoditised

transfer of value – although that will of

course remain essential. No payment hap-

pens in a vacuum; each is surrounded by

a host of ‘payment-proximate’ activities;

from trade-related financing and risk miti-

gation, to investment decisions, or maybe

the cross-border movement of salaries and

pensions. By 2020, both banks and non-

bank providers will be offering their cus-

tomers a lot more strategic value through

their payment services around these activ-

ities.

While much of this change has been

triggered by new technology, there are un-

derlying competitive, economic and geo-

graphic shifts. A lot of it is consumer-led, but

developments in the retail and consumer

payment business are starting to exert a

significant influence on the evolution of

commercial and corporate payment solu-

tions, as a new generation of tech-savvy

business leaders demand corporate pay-

ment functionality that matches those

available in the retail space.

New technology
Technological change ranges from signifi-

cantly enhanced functionality and trans-

actional capabilities, to great innovative

leaps; for example, undertaking financial

transactions through social networks or
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other emerging capability-rich platforms.

Major markets are shifting away from tra-

ditional payment mechanisms to emerg-

ing solutions and providers.

Not all change is originating where one

might expect. Mobile payment solutions,

for example, have not just been devel-

oped to tempt smartphone- (or tablet-)

wielding consumers in developed

economies, but have in fact established

themselves widely in some developing

countries, which lacked a conventional

payments infrastructure. Here, they have

been deployed to financially enfranchise

entirely new pools of customers; the most

notable success being that of Kenya’s M-

Pesa, which enables millions of unbanked

mobile phone users in East Africa and be-

yond to make secure low value electronic

transfers using their mobile phones.

This is an instance of ‘technological

leapfrogging’ encountered elsewhere in

the global evolution of payment solutions.

Unencumbered by legacy technology, a

developing economy ‘leapfrogs’ over its

more developed counterparts, rolling out

cutting-edge technology to meet the

needs of potential customers for payment

solutions. Another different example is the

United Arab Emirates’ project, to be the

first country to provide a fully integrated

digital payment platform, supported by all

banks operating there, by the end of 2015.

The emergence of non-bank providers
Technological change has also enabled

new types of non-bank providers to enter

the payments market; M-Pesa (developed

by Vodafone) being a case in point. Pay-

Pal’s global success is an illustration of the

extraordinary growth potential of elec-
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Consumers who have used their mobile phones to make a payment over the past 
6 months

Source: Innopay, Mobile Payments 2013; The Global Rise of Smartphonatics, AITE & ACI Worldwide
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tronic platform-based payment solutions.

It added almost five million active ac-

counts in the third quarter of 2013, and its

revenues for Q3 2013 were $1.6 billion,

growing 20% year over year .

Technology, telecommunications and

social media companies, and online retail-

ers of the likes of Google, Facebook, Ama-

zon and Apple are vying to get a foothold

in the payments industry, hoping to exploit

their considerable customer reach by of-

fering attractive, straightforward and se-

cure payment propositions alongside their

more established commercial offerings.

Some see them as a potential threat to

banks, particularly in growing segments of

the global payments business. Elsewhere

competition looms from network solution

providers, whose business models are re-

shaping global markets, changing the way

multi-currency capabilities are delivered,

and threatening the value proposition of

traditional correspondent banking models.

It is true that some banks have tended

to be too conservative and slow to adapt

to change, and it is these that will quickly

need to become more flexible and proac-

tive in gearing up to their customers’

changing needs, if they wish to thrive in the

payments landscape of 2020 and beyond.

One step many are likely to take is to forge

strategic cross-sector and even cross-indus-

try alliances, with new kinds of partners, be

they non-bank competitors or specialist

(non-competing) global providers. Such

collaborative partnerships have the poten-

tial to bring a number of benefits through

the leveraging of complementary capabil-

ities, and access to additional expertise as

well as new reservoirs of customers.

Convergence
Growing technological capabilities nur-

ture growing customer expectations. The

vision for 2020 is for a global payments

platform providing 24/7 service on a near

real-time basis, across multiple currencies,

geographic regions and markets; with sig-

nificant convergence in the quality and

scope of solutions available, as well as be-

tween the expectations and capabilities

of both consumers and business users. At

this point, making and acknowledging a

payment will be well on the way to be-

coming as easy as sending an e-mail, for

both consumer and commercial cus-

tomers.

A lot still needs to happen before this is

the case, by way of integration and con-

vergence of payment platforms and, criti-

cally, of regulatory structures. Alongside

fundamental change, convergence is

likely to be the other keynote in the evolu-

tion of the global payments over the next

few years.

In particular, interoperability of infra-

structures across markets will be a core as-

piration across regions, despite the

differing pace of development and the

impact of ‘leapfrogging’ discussed above.

Some banks have tended to be too
conservative and slow to adapt to change,
and it is these that will quickly need to
become more flexible and proactive in
gearing up to their customers’ changing
needs, if they wish to thrive in the payments
landscape of 2020 and beyond.
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The technology environment is expected

to stabilise and level off through decom-

missioning of legacy systems, technology

adoption, and the increasing engage-

ment of non-bank solution providers.

It is also expected that the market will

reflect far greater alignment of regulatory

frameworks, a more balanced geopolitical

environment in terms of the exercise of po-

litical and commercial influence, and that

at least one fast-growing currency option,

the renminbi (RMB) – already the second-

most utilised currency in trade finance –

will begin to rival the US dollar’s domi-

nance in international commercial settle-

ment. Against this background, payment

providers will be able to develop proposi-

tions across a broad spectrum of solutions

and across borders, as flows of economic

value become increasingly multi-polar.

In addition, providers are seeing de-

mand for value-added data-driven analy-

sis, including predictive analytics, aimed at

assisting clients with financial decision

making: a sea-change from simply provid-

ing visibility on transaction status and pay-

ment flows. This will require significant in-

vestment on the part of providers in

technology, channels and processes.

The benefits for trade
Turning to trade, we live in an increasingly

globalised world, in which the shape and

direction of trade flows is rapidly changing.

Inter- and intra-regional payment streams

are increasing, and industry expectations

regarding trade finance are evolving, both

in terms of additional trade finance prod-

ucts and in terms of the potential develop-

ment of supply chain finance

programmes.

Payment providers must not only keep

up with the latest developments in tech-

nology, but also align themselves better

with corporate customer needs, providing

a springboard to help those trading

around the globe to enter into new rela-

tionships, close new deals and open up

profitable new lines of business. Trade flows

provide an excellent example of how pay-
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Exhibit 3 

Trade flows are concentrated in some specific “corridors”

               

Trade flows are concentrated in some specific ‘corridors’

Source: Putting Growth Bank on the Banking Agenda, McKinsey & Company and SWIFT, 2013
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ments are changing with regard to the

greater provision of value-added solutions,

as before or after every payment a service

provider can offer significant support in

terms of financing and risk mitigation.

The Bank Payment Obligation (BPO),

developed by the Paris-based Interna-

tional Chamber of Commerce (ICC) and

SWIFT, is one such example. Introducing a

new trade financing and settlement

mechanism, that is underpinned by tech-

nology and driven by data, into a business

that has been paper-based for hundreds

of years, is a huge step forward.

Using technology to extract and match

data submitted by the importer and ex-

porter to determine whether agreed com-

mercial terms and conditions have been

fully met and the payment can be trig-

gered, the BPO substantially speeds up the

settlement process, reduces subjectivity re-

lating to the payment decision, and offers

wider scope for financing across the lifecy-

cle of a trade transaction. The introduction

of a set of ICC-authored global rules on

the use of BPO instruments is expected to

accelerate its uptake.

On the supply chain side, the evolution

of supply chain finance in the context of

international trade illustrates the way in

which payments or financial settlements fit

into this broader, value-adding framework.

There has been a near-global shift

away from established payment and fi-

nancing mechanisms such as documen-

tary credit, towards open account terms,

and this has given rise to the development

of mechanisms aimed at supporting global

supply chains through payment and fi-

nancing solutions, with a specific intention

of also benefitting small and medium en-

terprises (SMEs). These solutions increasingly

seek to integrate risk mitigation solutions

and, more recently, ‘real-time financing’ as

part of their value proposition to importers

and exporters across the globe.

Working towards 2020 and beyond,

banks and other payment providers will

continue to devise strategic value-adding

solutions around payments and trade fi-

nance, to help those trading around the

globe mitigate their trading risk, enhance

their cash flows, and leverage emerging

opportunities to grow their businesses.

We’re on the cusp of a new era of pay-

ments – and trade can only benefit. �

*Dominic Broom has been head of Treas-

ury Services EMEA at BNY Mellon since Au-

gust 2011. He first joined BNY Mellon

Treasury Services as head of market devel-

opment EMEA in September 2006. With ex-

tensive experience in transaction services,

he has helped to develop BNY Mellon’s

range of transaction banking services,

and has played an important role in grow-

ing the sector’s business activities through-

out EMEA. He also sits on BNY Mellon’s

EMEA operating committee. He has also

held positions at Chase Manhattan, War-

burg Dillon Read, Standard Chartered and

ABN AMRO.

Inter- and intra-regional payment streams
are increasing, and industry expectations
regarding trade finance are evolving, both
in terms of additional trade finance products
and in terms of the potential development of
supply chain finance programmes. 


