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Deep Dive:
Jncovering Short-
Term Opportunities
—or Global Banking

The banking sector in Asia Pacific is filled with opportunity
in 2022, whilst also facing intensified competition. Rapid
infrastructure developments and emerging technologies
coupled with the pandemic have accelerated digital adoption
across the region. Industry wide initiatives, most notably

the migration to ISO 20022, aim to improve the efficiency
and security of real-time and cross-border payments. Many
banks are already adopting ISO 20022 for all their payments
infrastructures including SWIFT, BahtNet, RENTAS, RITS,
CHATS, PhilPaSS and MEPS+. In short: Regulations, deadlines
and new technology combined make this a year for make or
break propositions.



How confident are you
with your company’s digital

transformation and payments Any Fl taking a casual approach to soft deadlines, like ISO 20022 and

modernization strategy? digital transformation is playing with fire. 2022 will be the year that you
compete, or regret that you didn't.

HIGHLY CONFIDENT Bottomline has recently taken the tempera‘;ure of Fls on a.global .
scale in our report “The Future of Competitive Advantage in Banking &
_ 32% Payments." It shows that Fls are mostly focused on the core issues: digital
transformation, regulation and changes in financial messaging. When we
took a deeper dive with a lens on urgency, five key points emerged:

SOMEWHAT CONFIDENT Digital Transformation

37%
_ This was, by some margin, the top ranked concern globally, with 64% of

respondents prioritizing digital transformation, which is linked to concerns
two and three, real-time payments and cross border payments. In Asia this
SOMEWHAT SKEPTICAL figure rose to 78%. No digital transformation equals no new payment rails

and no cross-border innovation.

Whilst digitization has been a key focus for many Fls over the last
decade, the Covid-19 pandemic has accelerated digital transformation
developments. For example, the sharp increase in the contactless user

HIGHLY SKEPTICAL base (estimated to be as high as 20% in Asia) and the increased threat of
fraud has demanded banks to react promptly, foster innovation and ensure
- 7% compliance and security within their infrastructures.

Some insiders will tell you that the potential problem with this
implementation is not technology. It's people. The finance leaders that
are most responsible for the fundamentals (money coming in and money

NOT SURE going out) don't have an issue with legacy technology. If finance leaders
. are prioritizing legacy technology, it is challenging to deliver everything on
- 6% @ GLOBAL their payments agenda. Overall, however, there’s an understanding within

the larger banks that infrastructure needs to be modernized, so problems

APAC with buy-in at any level of the organization need to be solved quickly.
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RegTech

Asia Pacific in particular has witnessed a rapid increase in regulatory
requirements over the last decade, which in turn has led to a boom in
RegTech usage by Fls to remain compliant. In our research, 64% of
respondents globally said that RegTech will become even more important
in the next 12 months, with this rising to 76% when isolating respondents
based in APAC.

How important do you think RegTech
will be in the next 12 months?

MORE IMPORTANT

64%
76%
LESS IMPORTANT NOT SURE
9% - 8% 64% of respondents globally said
7% - 7% that RegTech will become even more
important in the next 12 months, with
STAY THE SAME this rising to 76% when isolating
1o @ GLOBAL respondents based in APAC.
%
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10%

Each country across the region has its own regulators and requirements which

are continuously evolving. This presents an opportunity for RegTech innovation
and solutions to help FIs comply with the differences in regulations and streamline
in-house compliance processes. We believe Fls are therefore seeing RegTech

as more than a deadline for business continuity. They're seeing it as a driver for
growth, an opportunity to improve customer service and protection against the
rising threat of fraud.



How advanced are you
in the implementation
of IS0 200227

NOT STARTED
25%

JUST STARTED PLANNING

23%

ABOUT TO START IMPLEMENTATION

13%

MIDWAY THROUGH

15%

ALREADY DONE LOOKING FOR INFO

@ GLOBAL
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ISO 20022

The findings here are a bit concerning. Our report found 13%

of banks & FlIs have started to implement ISO 20022, 15% are
mid-way through and 13% have completed the integration. These
numbers reduce further for APAC, where only 5% of organizations
have already implemented ISO 20022. The SWIFT CBPR+ deadline
of November 2022 is quickly approaching and many of APAC’s
market infrastructures have already migrated (PhilPaSS - 2021) /
are starting to migrate (MEPS+, RENTAS, BahtNet — H1, 2022).

Every real-time system has ISO 20022 as its messaging standard.
You can't fully leverage big data without ISO because you're using
analog messaging. That means that you can’t gain the insights that
develop better customer experiences and new revenue streams.
The universal roll out will lead to enhanced interoperability and
standardization between countries as the region migrates to a
single messaging standard. It will be nearly impossible to compete
in 2022 without ISO 20022.




Cross-Border

In our survey, 31% said that the biggest obstacle when sending cross
border payments is the cost of “nostro” accounts. A nostro account is

an account that a bank holds in a foreign currency at another bank. In
Asia-Pacific, for example, the cost of frozen liquidity in nostro accounts
and other fees dock the average bank for $1.7 million a year. Some
stakeholders have suggested that the proliferation of CBDCs could help
solve issues associated with nostro accounts. But that won't come in the
short term. FI's have faith in collaboration and co-existence.

‘Lack of visibility on payment status’ and ‘slow or unknown speed of arrival’
were also identified as key pain points. The good news is that we're seeing
more collaboration between central banks in APAC to deliver seamless and
secure cross border payments. For example, in April 2021, The Monetary
Authority of Singapore (MAS) and the Bank of Thailand (BOT) launched the
PayNow and PromptPay linkage which allows consumers in both countries
to send payments instantly. Plans are also in place to scale the linkage to
help facilitate business transactions across ASEAN. In November, MAS
and the Bangko Sentral ng Pilipinas announced an enhanced FinTech
Cooperation Agreement to facilitate the linkage of Singapore’s and the
Philippines’ real-time and QR payment systems to provide instant, low-cost
cross-border payments.

The SWIFT Global Payment Initiative (gpi) also addresses these concerns.
The initiative improves the efficiency of cross border payments, enables
end-to-end tracking and provides confirmation of payment to the
recipient’s account. The SWIFT gpi is being used by 4000+ financial
institutions globally and payments are being made in 150+ currencies
across more than 2500 country corridors.

Collaboration between central banks, as well as industry wide initiatives
such as ISO 20022 and the SWIFT gpi, are paving the way for frictionless
cross border payments and the vision of a pan-regional payment system in
ASEAN is becoming more attainable.

What is the greatest pain point
when sending cross-horder
business payments

SLOW OR UNKNOWN SPEED FOR ARRIVAL

COST OF MAINTAINING SO
MANY “NOSTRO” ACCOUNTS

TRAPPED LIQUIDITY IN SYSTEM

-

LACK OF VISIBILITY
ON PAYMENTS STATUS

POOR QUALITY OR LOSS OF DATA

- -

@ GLOBAL
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Real-Time

The future of payments is in real-time. But it's prioritization within an already busy road-map that will be
the greatest barrier to its adoption globally, according to our research. Banks & FIs have a great deal to
accomplish from a regulatory and industry compliance point of view, with ISO 20022, the SWIFT CSP etc.
Additionally, COVID-19 has led to a rapid increase in the use of digital payments, making the education of
customers front and center since 2020. This is somewhat less of a challenge for APAC, which has been
leading the way in terms of contactless technology, apps and QR codes.

Real-time payment technologies have long been in the region, with Japan launching its Zengin System in
the 1970’s. There are now many domestic payment schemes across the region, including Hong Kong's
Faster Payments System, Singapore’s Fast and Secure Transfers and Thailand’s Prompt Pay. However,
according to our research, many barriers to adoption still exist such as restrictive access models and
legacy infrastructure. The good news is existing domestic payment schemes (such as those in Malaysia,
Singapore and Japan) are being updated as efforts are being made to improve the speed and reliability of
instant cross border payments, whilst other payment infrastructures in the region are in the works. The
migration to ISO 20022 will of course support these efforts.

What are your company's greatest barriers
to adoption of real-time payments?

RESTRICTIVE ACCESS MODELS

22%

LEGACY INFRASTRUCTURE

36%

LACK OF IT RESOURCES

34%

NEW PAYMENT RAIL COST/HASSLE

30%

ONGOING COMPLIANCE

26%

PRIORITISATION

38%

LACK OF CASE FOR INTERNAL BUY-IN

21%
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The Bottomline

There's a difference between driving innovation and feeling forced to do it. There's
also a difference between improving the customer experience and being mandated
to do it. It will be the Fls that understand the necessity of harnessing innovation to
compete in 2022 that will be the winners.

The Future of
Competitive Advantage
in Banking & Payments

Get a real-time comparison to your peer Banking and FI
organisations. How do you measure up in meeting
customer expectations and in your payments
modernization strategy?

Start Live Comparison

Take the benchmarking report yourself and see how you
measure up against your competition.

START LIVE COMPARISON

About Bottomline

Bottomline's Financial Messaging (FM) solutions are recognised and trusted by 600+ customers in 92 countries, across 6
continents for SaaS-enabled payments, securities, connectivity and messaging. FM connectivity solutions leverage multiple
domestic and cross-border payment networks and schemes with a track record of success. This connectivity includes
SWIFT, UK Faster Payments, RT1, TIPS, Bacs, Six, EBICS, Visa and others to enable our clients to deliver added value to

their customers. As one of the top SWIFT service bureaus globally, we manage 15% of all international cross-border traffic.
Our global experience and expertise for financial messaging and ISO 20022 implementation include message translation,
validation, transformation, intelligent routing, orchestration and integration. In total 10M payments and transactions are
processed daily by our secure Managed Services. Overall, our solutions enable financial institutions and corporations to
achieve lower costs, speed to market, greater security and improved risk management, while avoiding the costly internal
infrastructure and software updates for legacy on-premise solutions.

For more information, visit https://www.bottomline.com/apac/financial-institutions/aggregated-connectivity
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