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Glossary of terms

Abbreviation Explanation

ACH Automated clearing house

Biometry The recognition of customers using the
physical characteristics. The technique
where the card details are read by a device
which does not require a physical swipe
contact to the card

Dematerialisation The use of payments with no physical paper
audit trail

EMV Eurocard, Mastercard and Visa standards for
card processing

EPC European Payments CouncilI

IBAN International Bank Account Numbering

ICS International card schemes e.g. Mastercard

Interchange Fees Fees that banks that service merchants
(acquirers) pay to banks that issue cards
(issuers) with respect to transactions
between their respective customers, i.e.
merchants and cardholders

Interoperability The ability to move data of value between
payment market participants

ISO 20022 The International Standard for XML format
electronic payments

NLF New Legal Framework: the European
legislation covering the introduction of SEPA.
This is also know as the Payments Services
Directive of PSD

PE-ACH Pan European automated clearing house

PSP Payment service provider

SEPA Single European Payments Area

Scheme A payment organisation which focuses on
the provision of a particular payment type

STP Straight through processing of transactions
without the need for manual input or
intervention

ZKA Zentraler Kreditausschuss, the German
banking association. ZKA sets the
governance of the electronic cash system
and the rules for clearing protocols.

Winners and Losers

A number of key observations are valid about financial services
in a post-SEPA Euro zone.

The winners

It is SEPA’s ambition to favour consumers. Consequently, both
personal and corporate customers will be SEPA winners.
Corporates and card schemes that already have an international
profile will benefit from their current position.

The cost of payments will decrease with the pan-Euro zone
corporate gaining the most benefits. Pan-European corporates
stand to gain even more if they centralise their payments
operations. Issues they will need to take into account include
the economies of scale from the increase in payment volume,
and the domestic and international opportunities of
technological innovation.

Other winners will probably include the main international card
processing companies, new PSPs, telecommunications
operators and retailers. New technologies will afford them the
opportunity to deliver innovative services to card holders and
merchants, and as payments processors, across the whole
Euro zone. Those that are most successful will move to a single
integrated model for the Euro zone rather than a multi-country
model.

The losers

There will be fewer ‘super’ ACHs left in a post-SEPA world than
the current quantity of national clearing systems. But there will
also be a few ‘specialist’ ACH’s focused on particular payment
instruments or channels. Smaller and less dynamic ACHs will fall
away over a period of time.

It will be more difficult for those ACHs that forge national
alliances rather than building an international strategy of
development based on new technologies. 

The unknowns

Euro zone banks

Large banks with the financial muscle to build significant SEPA
solutions will only win if they execute their SEPA strategy
effectively. If not, they will be attacked by more nimble national
banks which are prepared to ‘bet the bank’ on being SEPA-
compliant.

Other banks

Second-tier and national banks may be winners or losers. They
will either achieve critical mass, be specialists in supporting
corporate payments, or exit the market. There is unlikely to be
any middle ground for them to occupy.

Schemes and service providers

A similar story applies for card scheme and service providers.
Some will become pivotal to the European payments structure.
Others will not exist in 10 years time.

Themes

The key theme for success is not necessarily the size of a
market player, nor their geographical coverage in the Euro Zone,
or even the amount of money available to play the SEPA game.
Instead, success will be driven by the ability to become SEPA-
compliant efficiently.
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Conclusion

An ability to execute is paramount for success

In all of this commentary, political influences are the main unknown. The European Union has been very explicit about its support of
European-wide champions rather than national champions. National governments may step in to protect their payments infrastructure
or promote them at the expense of others. The political logic of an efficient pan-Euro zone payments system may well ‘bump up’
against the political logic for keeping an efficient national payment system where those currently exist.
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