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Payments behavior is changing in the pandemic

Even as ATM withdrawals fall... There is evidence of cash hoarding... ..and of contactless and remote payments
rising sharply
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The black vertical line in the right-hand panel indicates 30 January 2020 (World Health Organization declares the Covid-19 outbreak a “public health
emergency of international concern”).

Sources: Auer, R, J Frost, T Lammer, T Rice and A Wadsworth, “Inclusive payments for the post pandemic world”, SUERF Policy Note, September 2020.
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Global remittances decline

| I I I
East Asia and Latin America and Middle East and South Asia Sub-Saharan Europe and

Pacific Carribbean North Africa Africa Central Asia

g 2009 gy 2020

12020 data are projected figures.

Source: Pew Research Center, World Bank.
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Develop common cross-border
paymenits vision and targets

2. Implement international guidance
and principles

Define common features of cross-
border payment service levels

CPMI enhancing cross-border payments:
building blocks of a global roadmap

® 19 building blocks have private seshor
. commitment
been taken forwards into the
. 6 Consider .the feasibility of \
technlcal re po rt. new multilateral platforms

and arrangements for cross-
border payments

Align regulatory, supervisQ
and oversight frameworks
Apply AML/CFT consistently
and comprehensively
GECTIEIGHG.  Review interaction between

New payment
18. Foster the soundness infrastructures

® These bU||d|ng blOCkS have of global stablecoins and ars1u g\%irss?qt datalir;lmdeworksandt
. . ?rrangemt.ants - arrangements Enhance frameworks ;rrzifmtgrsaef:er;]?;"r:;nnts
then been grouped into 5 > Gimension o cBbc desgn cross- oo
border Foster KYC and identity
focus areas that can counter payments nformaton-sharng )
the cross-border payment
friCtionS. Existing

Data and _ payment
market infrastructures

practices and
arrangements

. Facilitate increased adoption of PvP
. Improve (direct) access to payment

14. Adopt a harmonised version of

ISO 20022 for message formats systems

15. Harmonise API protocols for 11. Explore reciprocal liquidity
data exchange arrangements

16. Establish unique identifiers with 12. Extend and align operating hours
proxy registries 13. Pursue interlinking of payment system

Source: CPMI (2020), Enhancing cross-border payments: building blocks of a global roadmap, Stage 2 report to the G20, July.
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O BIS

Central banks and payments in the digital era



An open marketplace

@ aa
e “loss e
—> N 555
=i WG T3
—> o ® O
M M A\

<> B I S Restricted



An open marketplace

Restricted

<3BIS



The payments marketplace
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The payments marketplace
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Digital platforms differ from traditional networks

Digital platforms scale quickly... ...due in part to their characteristics
Google - Traditional network Today's digital platform
800 €
o Network externalities v
(%2
'FZ(I:i%ZCt))gk 600 EC)/ Economies of scale ,
& Tencent -% and scope
, Visa 400 = High fixed cost X
o
SUESIICEIT JPMorgan | S Low marginal cost ¥ May be even lower
200
M n -
L HSBC , Citi . g X Fully digital
I I I I I
50 100 150 200 250 300 : Aggregator of data
Number of years since founding X Broad user base

e Digital platforms active in payments ~ « Card networks
o Incumbent banks

T As of 12 June 2020.

Source: BIS: "Central banks and payments in the digital era”, Annual Economic Report 2020, Chapter lll, June.
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Central bank policies to improve efficiency

® As:
operator: providing public infrastructures
catalyst. promoting interoperability
overseer. guiding and regulating

® Ensuring safety and integrity

® CBDC: designing safe and open payments for the digital economy
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Central bank speeches on CBDCs are turning more positive

Number of speeches
30
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0

| | | | | |
2016 2017 2018 2019 2020
Cumulative count of speeches: Positive stance: Negative stance: — Net, positive-negative

I Retail CBDC I
mm  Wholesale CBDC  gum

Source: Auer, R, G Cornelli and J Frost (2020), "Rise of the central bank digital currencies: drivers, approaches and technologies", BIS working paper, No 880,
August.
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Motivations for issuing a general purpose (retail) CBDC

Average importance

3.0

2.5

2.0

1.5

I 1 .O

| | | | | | |
Payment Financial Payment efficiency

safety/robustness Payment stability Monetary policy (cross-border) Financial
efficiency (domestic) implementation inclusion

Average importance: mmm AES g EMEs

Source: C Boar, H Holden and A Wadsworth, “Impending arrival — a sequel to the survey on central bank digital currency”, BIS Working Papers, no 107, January 2020.
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Financial Market Infrastructures amid the pandemic
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Price volatility and large moves in asset prices led to significant increases
In clearing volumes and margin calls at CCPs

Clearing volumes by asset class' Variation margin Initial margin
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' Figures comprise futures and options.

Source: CCP12, CCPs again demonstrate strong resilience in times of crisis, CCP12 Paper, July 2020.

I> B I S Restricted



Strategies used by FMIs to deal with the issues caused by the pandemic
® Ensure staff availability: FMIs have determined the minimum number of staff necessary to conduct
their critical functions and have identified staff who can perform those functions.
protect staff's physical health;
support staff's ability to work remotely;

assist with staff's personal challenges.

® Effective communication and incident management

assessed and, as necessary, updated communication arrangements with internal and external
stakeholders;

FMIs re-evaluated their incident management procedures and tools.
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Responding to additional stress events

® Operational incidents
Bring additional staff onsite in case of physical infrastructure incidents;
Apply / review the information security arrangements while working-from-home;

Longer time to recovery from operational glitches. Potential need to extend operating hours to deal
with payment and settlement delays.

® Financial stresses

Consider whether default management arrangements would still work in a largely WFH operating
environment.

® Interdependencies and collective preparedness

An FMI's timely response to a stress event is dependent not only on its own operational preparedness,
but also potentially on the preparedness of a wide range of entities in the ecosystem, including:
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Securing endpoints in wholesale payments

The CPMI is promoting, supporting,
and monitoring progress In
operationalising the strategy to reduce
the risk of wholesale payments fraud
related to end point security.

Securing endpoints is more important
than ever in the Covid-19 pandemic
with - a  heightened level of
cyber/phishing attack and weaker
connectivity/protection due to WFH.

7. Co-ordinate

’

6. Educate
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5.
Respond
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‘ 4. Detect and
prevent

dentify
risks
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2. Set

requirements

8

3. Ensure
adherence
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Payments Aspects of Financial Inclusion in the Fintech Era
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Fintech can help to make the PAFI house a smart home & provide more
people (financial) shelter

The PAFI "house”, 2016 The PAFI "fintech wheel”, 2020

Universal access
to and frequent usage
of transaction accounts

Products
Technologies

T Access modes
programming  gjg data
interfaces analytics
| Transaction Leveragjng /' .\

: H I Internet Uni 1 X .
Catalytlc p|”ar$ - account and Read"y Awareness Iarge“VOIUme .E of things ﬁé;gé&i' Biometrics
Drivers of access { payment available and financial s - s Usage of

and usage duct access lit o Digital trgélcsglc‘tr:?n o
roauc lterac - a D computing
I:t;iesi n points / p?yment &
g sieams Distributed Contactless
ledger technologies
8 : . ; technologies
Foundations — | Financial and ICT infrastructures

Critical enablers | Legal and regulatory framework

Public and private sector commitment

Source: CPMI and WBG (2016), Payment aspects of financial inclusion, April; CPMI and WBG (2020), Payment aspects of financial inclusion in the fintech era, April.
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Relationships between the PAFI application tools
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Tools for diagnosties
(Section 3)

Questionnaire Review report template
g —
Y =1 )
# —
f —

[Cxtemal data
and information
sources
Results framework Indexing
Focux Guiding principles methodology PAF racer

&—lr—©

Tools for measuring and monitoring _ _ _ _ _ _ _ _ _

(Section 4)

Source: CPMI and WBG (2020), Payment aspects of financial inclusion: application tools, September.

i -

Progress reporting matrix
Focus: Reform actions
(Section 4)

Restricted






	�The international agenda for payments and market infrastructures
	Payments amid the pandemic
	Payments behavior is changing in the pandemic
	Global remittances decline 
	CPMI enhancing cross-border payments: �building blocks of a global roadmap
	Central banks and payments in the digital era
	An open marketplace
	An open marketplace
	Slide Number 9
	Slide Number 10
	Digital platforms differ from traditional networks
	Central bank policies to improve efficiency
	Central bank speeches on CBDCs are turning more positive
	Motivations for issuing a general purpose (retail) CBDC 
	Financial Market Infrastructures amid the pandemic 
	Price volatility and large moves in asset prices led to significant increases in clearing volumes and margin calls at CCPs
	Strategies used by FMIs to deal with the issues caused by the pandemic
	Responding to additional stress events
	Securing endpoints in wholesale payments
	Payments Aspects of Financial Inclusion in the Fintech Era
	Fintech can help to make the PAFI house a smart home & provide more people (financial) shelter
	Relationships between the PAFI application tools
	Thank you

