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“As some clients try
to develop cross-border
strategies, Deloitte is
one of only a handful
of firms with truly
global capabilities.”
Kennedy Consulting Research & Advisory
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Foreword

Continued improvements in credit quality and the underlying employment numbers have furthered our optimism for the payments
industry. A shift from addressing compliance and risk weaknesses back onto the growth agenda is clearly taking place. The focus on
growth has also been accompanied by an increase in payments innovation. And along with it, further uncertainty for the traditional
industry leaders.
As plastic gives way to mobile payments, expectations by merchants, and the roles played by the incumbent payments companies,
is beginning to change. We anticipate that the willingness to pay traditional interchange fees to the credit card industry will be
further challenged by merchant exchanges and other nontraditional joint ventures currently on the
drawing boards.
At the same time, the consumer experience will be significantly enhanced, led by the major brands across the hospitality and travel
industries. As promising as these new solutions are for consumers, they threaten to add cost to the issuers, and be accompanied by
envelopment of their brand and product into someone else's brand and experience.
While traditional banking institutions should consider participating in solutions such as the new wallets and apps managed
by others, they should not allow these solutions to become the only transaction channel to the customer, or a significant loss
of customer relationship and relevance will likely occur. The traditional players should turn to solutions that focus on helping
merchants grow sales, offer instant credit to qualified consumers, and exploit the availability of predictive, real-time analytics using
payment and bank-owned data.
By working more closely with merchants, this role offers banks an alternative path to achieve sustainable consumer engagement.
The new path creates significant opportunities for banks to partner with merchants and merchant consortiums that may welcome
not only a more cost effective solution, but also the opportunity to safely use consumer data to create strong value propositions
through analytics. To that end, banks must evolve to serve this new era and capitalize on the opportunity to develop stronger
merchant and consumer value propositions. The opportunity is as significant as the threat.
Deloitte has been at the forefront of these changes, building strategies and some of the most advanced, innovative mobile and
analytic solutions. Over the past 10 years we have lead the industry as a trusted advisor to nearly all of the largest stakeholders
including issuers, merchants, acquirers, networks, and processors.
We are pleased that Kennedy Consulting Research & Advisory named Deloitte the global leader in Cards & Payments based on
breadth and depth of consulting capabilities in their Consulting to the Banking Sector: Cards & Payments report. Deloitte also
ranked #1 for Cards & Payments Consulting globally based on revenue and market share.
On behalf of the payments leaders from each of the markets our network of member firms represents, we hope you find these
insights and our Payments Radar helpful as you navigate through the change, deciphering the threats from the opportunities.
Yours truly,

Brian Shniderman
Principal, Payments Practice Leader
Deloitte Consulting LLP
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Assessing the lay of the land

Once considered a very stable industry, many payments
players are facing a period of significant change.
The short-term revenue picture for the payments industry,
in particular credit card issuing banks, is unclear. On
the one hand, card issuer revenue is increasing due to
improvements in consumer credit quality and decreasing
consumer charge-offs, both of which are driving
improvements in revenue and net income for issuers.
However, there are obstacles ahead and uncertain market
dynamics that could derail a return to historically “normal”
revenue performance: stagnant or rising unemployment,
interchange fee, commoditization or regulation,
and systemic market disruption, such as consumer
de-leveraging, or shifting to other payment platforms.1

The pace and scope of change may be very significant.
For those who are prepared to respond appropriately,
the rewards could be equally significant. The race will
go to the nimble and well informed — the leaders and
fast followers with the information and insights to move
quickly on smart, well-executed strategies.
As always, Deloitte will be there to help our clients
in their efforts to anticipate trends, follow the right
opportunities, mitigate risks, and execute effectively on
strategies that are well conceived.

With shifts in the traditional payments market, including
economic and credit downturns forcing voluntary and
involuntary migration across products, converging
industries, the entry of nontraditional competitors, and
emerging new models and innovations, the field has
become more active and uncertain, with no clear path to
leadership and no sure bets.

1

Deloitte Consulting Banking and Payments team, July 2011.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms,
each of which is a legally separate and independent entity. Please see www.deloitte.com/us/about for a detailed description of the legal structure of
Deloitte LLP and it's subsidiaries.
Deloitte provides audit, tax, consulting, and financial advisor services to public and private clients spanning multiple industries. With a globally
connected network of member firms in more than 140 countries, Deloitte brings world-class capabilities and deep local experience to help clients
succeed wherever they operate. Deloitte's approximately 169,000 professionals are committed to becoming the standard of excellence.
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Anticipating potential threats
and identifying appropriate
strategies
In recent months, we have found our clients to be
highly uncertain, and largely unprepared, to address the
current environment. In any uncertain market, properly
anticipating trends is a prerequisite to planning an effective
response strategy. The Deloitte payments team actively
tracks, evaluates, and prioritizes payments industry trends
using more than 25 business and technology elements
and a database of market factors. Since 2007, we have
published a series of articles that address the existing
challenge of the global retail payments environment.
We prioritize trends based on the following:
• Timing and assessed urgency associated with each trend
• Significance in expected volume, velocity, and revenue
impact
• Degree to which strategic responses to trends are
actionable and executable
• Trends that drive opportunity ratings high and fit with
clients’ capabilities (the top 25 payments companies)
• Trends that represent significant downside risk, if
not addressed
Based on our most recent analyses, we see several trends
that are affecting the global market today and beginning
to define the global payments industry of tomorrow.
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Is your institution
prepared?
Over the next 18 months, we anticipate the following trends will be among the most significant in defining
and changing the payments industry.

1

Maturing mobile and
alternative payments
approaches, strategies,
and defenses

Compelling and threatening new payments alternatives continue to emerge from start-ups and
nonbank competitors, fueled in part by increased backing from aggressive venture funding.
Financial institutions have the opportunity to participate in and influence the direction of
payments innovation; and the need to respond proactively to the resulting operational, fraud,
and security risk.

2

Payments consolidation
imperative, optimization,
and “hubs”

Consolidation and optimization of currently divergent payments processes and systems may
be a major emphasis as banks seek cost containment, as well as greater product flexibility and
revenue enhancement. Forward-thinking payments providers will likely look to establish an
enterprise payments system — leveraging technologies to establish payments hubs — which may
drive down processing costs, help create shared services, and facilitate the development of new
payments products.

3

Real-time, faster, and
secure payments globally

The mass movement towards real-time payment systems globally has contributed to an
environment in which many consumers, merchants, and financial institutions expect to be able
to transact securely at the drop of a hat. This new standard is driving change for traditional
payment types—checks, credit, debit, prepaid, as consumers have generally come to expect
faster settlement periods, notifications and consolidated reporting. The growing ubiquity of
smart devices and booming online retail commerce across the global is further driving the
adoption of real-time payments. We predict that real-time, faster, and secure payments will likely
generate new consumer behaviors and spending patterns through liquidity and convenience,
thus increasing revenue for the payment players who are well-positioned to capitalize on this
evolution.

4

Sustainable, leading
positions in emerging
global payments and
verticals

A small number of acquirers may effectively position themselves to take dominant sustainable,
leading positions in emerging global business-to-business (B2B) e-payments opportunities and
key high-growth verticals. New gateways will likely emerge to fill unmet needs in and across
untapped industries. Health care trends and reform will likely result in significant new challenges
and opportunities in developed and underdeveloped markets, such as Africa. While many early
movers in health care payments were challenged, the next 18 months is likely to be much more
rewarding for those with the appropriate hybrid products to serve these segments.

5

Evolving role of
Predictive and Real-time
Analytics

Banks proactively apply analytic insight to find new growth opportunities, build deep customer
relationships, and link goals to front line performance. Integrating unstructured, streaming data
generated by innovators can provide banks the opportunity to extend the analytic application to
enhance the customer experience and proactively address real-time risks.

6

Persistent M&A and
private equity influence
in payments

The significant industry changes and the underlying challenges brought on by financial and
regulatory reform and nonbank competition will likely continue to feed the need for scale and
innovation in the drive toward healthy growth. Private equity firms may continue to play a
significant role, changing the dynamics in the industry, and infusing capital and energy into the
system, while also introducing new types of risk.

7

Integration of payments
in social media

The proliferation of monetization strategies within social media will continue to drive the
development of new, frictionless payment experiences. Nonbank competitors will likely have
the potential to disintermediate the market as they vertically integrate payments into the social
network experience.

8

Merchant security
and adoption of new
technology standards

With the recent public security breaches at major retailers in the US, merchants are assessing their
technology and considering new standards. EMV, tokenization and tablet based POS transactions
will dramatically change the merchant experience and compliance activities.

9

Evolution of B2B payments

Interoperability and Consumerization will likely be the primary focus areas of an evolving business
payments ecosystem. Data should be designed to flow across ERP and accounting platforms,
supplier networks, and payment schemes. Leaders will create B2B experiences that resemble B2C
across multiple channels and devices.
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Organized for your success:

Recognized by industry analysts as the leading global
financial services industry consulting organization for our
cross-border execution
Our global footprint in payments
Deloitte's Payments practice extends far beyond our
U.S. borders. We serve clients that have global reach
and have pinpointed representative countries where we
have a footprint.

Canada

Increasingly, the opportunities and threats in the
payments industry transcend borders. As a result,
it has become essential that our clients have an
understanding of the inter and intra-country
implications of their actions (or in many cases inactions).
Recognized by industry analysts as the leading global
financial services industry consulting organization for
our cross-border execution, Deloitte's Global Payments
practice brings deep market insights to our clients' most
important projects, and leverages Deloitte member
firms' 210,000 dedicated professionals in more than
150 countries.

USA

Collective member
firms collaborated
to help four
different countries
with their real-time,
faster, and secure
payments initiatives

Mexico

Representative joint efforts between Deloitte and its network of member
firms around the globe
Canada and the United States worked together to execute a postmerger integration and PMO
for a major processing platform migration.
United States teamed with a Global Merchant to implement a flexible and agile way for rolling
out and adopting alternate payments, including: Alipay globally, PayPal in Europe, and Apple
Pay in the US.
Mexico and the United States worked together to implement a merchant acquiring operation
and advise on a commercial prepaid strategy for joint ventures and networks.
Brazil and the United States worked together to introduce a combined social networking and
mobile platform to issuers and large financial institutions.
United Kingdom and the United States teams establishing an e-wallet license and go-tomarket plan for issuer and network.
South Korea and the United States teamed to provide mobile payments strategy for a global
manufacturer and a large automobile company.
China and the United States developed a mobile payments platform and joint ventures for
networks.
Australia and the United States worked together to assist a leading financial services
organization to develop a target operating model, and devise the product, market and
technology strategy to transform the organization’s business based on the changing financial
services landscape.
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Brazil

Netherlands

Sweden
UK
Belgium

South Korea

China

Indonesia
India

Spain

Singapore

Australia

South
Africa
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Spotlight on Deloitte’s
payments capabilities
Mobile financial services and payments
Deloitte’s “Mobile Financial Services and Payments” offering consists of end-to-end
capabilities that very few can offer. Deloitte has mapped the market demand to our
capabilities and drafted a set of propositions as listed below:
•
•
•
•
•

Mobile Financial Services (MFS) Integrated Market Strategy
MFS Operating Model and Organizational Design
MFS Channel Integration, Product and Customer Experience Design
MFS Infrastructure and Technology Integration
MFS Risk Management and Security Plan

Deloitte has the full life cycle experience and mobile payments and processing capabilities.
We also have one of the most fully integrated global teams of mobile practitioners across
more than 15 countries. The organization, through its network of member firms, has
an internal global collaboration call bringing practitioners from these countries together,
allowing them to share ideas and collaborate on client issues. These collaboration calls
also support various client projects by sharing best practices from a number of countries
across the globe.
Deloitte has a myriad of white papers and articles on mobile payments underway. White
papers, such as “Cell me the money” have been widely acclaimed and been used by a
number of organizations across the globe to understand the mobile payments landscape.

Deloitte has one of the largest, most focused, and
successful global payments teams in the industry.
• We attract and retain highly talented senior leaders from
top banks and card companies, and leading strategy,
operations, and IT consulting firms.
• Our ability to combine consulting, tax, risk, and audit
capabilities enables us to incorporate in our service
offerings, analysis and perspectives of payments issues
rarely addressed by our competition. For example:
–– Tax implications to major card portfolio acquisitions
–– Risk analysis associated with new payments
regulatory changes
–– Pricing implications from new market entrants

We have provided services across the full spectrum
of payments-specific projects, covering virtually every
major payments function and instrument. We have
team members specializing in strategy, operations, and
implementation and execution, which distinguishes us
from the competition for delivering executable strategy.
We have effectively delivered payments-related services for
clients across the transaction activity chain, including:
• Most of the top 10 retail banks (based on DDA Net
Interest Margin)
• Most of the top payments processors
• Eight of the top 10 card issuers and two of the top-three
debit card issuers
• Three major credit card networks
• One of the largest debit card processing networks and one
of the largest third-party debit card transaction processors
Deloitte Tax LLP and affiliates in Latin America work
together to design and implement a tax optimized business
model for the mobile payments joint venture between a
global payments and technology company and a global
integrated telecommunications operator.
Deloitte is a dominant leader in serving the consumer
business industry; as such, many of the largest U.S.
merchants served by the payments industry are Deloitte
clients. Through our global reach and collaborations,
we have developed firsthand experience through
interviews with overseas merchants and gained insight
on processing systems, payments preferences, and trends
in foreign markets.
Third-party recognition
Mobile Commerce Daily recognized Deloitte & Touche LLP as
the Mobile Commerce Researcher of the Year.*
Kennedy Consulting Research & Advisory recognized
Deloitte as the largest global financial services consulting
provider based on revenue.**
*Source://www.mobilecommercedaily.com/2011/12/21/
sears-is-2011-mobile-retailer-of-the-year?rr44b=no
**Source: Kennedy Consulting Research & Advisory; Consulting to
the Financial Services Industry; Kennedy Consulting Research &
Advisory estimates; © 2013. Kennedy Information, LLC. Reproduced
under license.

12

Turning payments innovation into an
executable strategy
Innovation in the postrecession and new, challenging
regulatory environment is one of the keys to many
payments organizations’ growth plans. Determining that
the innovations can be executed is equally important as
resources are limited and should be effectively put to use.
Deloitte’s payments innovation methodology introduces
a highly flexible approach for identifying and creating
strategic options that can address the known, and help
anticipate and set in place actions to address the unknown.
The outcome can provide concrete results within an
implementation plan that reflects a clear set of priorities.
In a recent application of the methodology, Deloitte
conducted an innovation scan and developed a prototype
for consumers and merchants to design and bid on their
own highly relevant, dynamic affinity programs enabled
by social networking. We refer to this as Social Network
Affinity Programs (SNAP) Marketing.
SNAP Marketing is a way to use social networking sites
and data, together with untapped consumer affinities, to
expand and evolve card portfolios. It can potentially drive
increased cardmember spend and new accounts by taking
advantage of special interest groups, allowing consumers
to create their own affinity programs. Simultaneously, it
offers a way for merchants to compete for customers,
further driving incremental spend through customized
rewards to targeted consumers.

Social network affinity programs
create moments of opportunity
that can result in card portfolio
growth that is efficient, effective,
and likely to provide significant
cost reductions in marketing.

Implementing enterprise payments hubs
In the current regulatory environment, many of our
financial services clients are experiencing margin pressures
related to their payments functions. The existing silosbased payment systems result in high cost of operations
due to duplication of functionalities and services across
different payments instruments and products. In this
scenario, our clients are looking to leverage significant cost
benefits by consolidating these diverse systems.
The Enterprise Payments Hub is a demonstrated solution to
alleviate these duplications and cost pressure challenges.
It consists of a centralized infrastructure capable of
processing multiple payment instruments, providing
efficiency, flexibility, and a single customer view. The
solution removes duplicate payment processing functions
through the use of a central set of services for channel
interface management, transaction processing, transaction
support, and customer life cycle management.
Deloitte’s payments hub implementation methodology
introduces a highly flexible, services-based approach for
consolidation and incrementally developing payment
hubs. In a recent application of the payments hub
implementation methodology, Deloitte helped the client to
develop a detailed technical architecture and road map for
implementing a large, global, multicurrency B2B
payments hub supporting card, Automated Clearing House
(ACH), wire and check-based payments. A phase-based
implementation road map resulted in revenue generation
events virtually every six months.
Securing an online payments environment
While the world continues to embrace the convenience
of online transactions, the level of security involving those
transactions has struggled to keep up, leaving customers
at risk.
Many of the authentication products and systems currently
in place and available do not provide an independent
mechanism for customers to manage and control their
identity. For example, in a typical username/password
online banking environment, a customer’s “secret” (e.g.,
password) can be compromised by someone using a
“fake” bank website to capture and subsequently reuse
their confidential information.
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Spotlight on Deloitte’s
payments capabilities (cont.)
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In an effort to secure the online environment, Deloitte
Australia and Australian-based Emue Technologies
have pioneered and patented the concept of “mutual
authentication” for secure access to remote services. This
“mutual authentication” is designed to give both the
service provider (e.g., bank) and the customer an
opportunity to identify each other before initiating a
transaction. Unlike other one-way authentication devices,
this solution can be used across multiple remote channels
(e.g., telephone, web, Internet shopping, corporate VPN
systems), which makes it attractive from a commercial
perspective for issuers who not only want to prevent
fraud, but also want to offer an integrated approach to
authentication using a single platform.

shared solution for analyzing, monitoring, benchmarking,
and complying with consumer regulations. As financial
institutions invest in programs and processes to meet
new data aggregation and reporting requirements, what
focus has been placed on how to mine this data and put
it to work to generate a tangible return? How many can
convert raw data into concrete actions, not only resulting
in regulatory compliance, but also to spur business
growth? Welcome to Deloitte’s Consumer Protection
Center solution.

While building this concept, the developers also
considered customer convenience — resulting in its
proprietary software being integrated into cell phones
and credit cards.

Sample use cases include the ability to:

Deloitte’s Consumer Protection Center
The customer is a focal point of a business and the
customer experience is an important driver in many
business decisions. The marketplace is abuzz with words
like “customer satisfaction,” “analytics and insights,”
“customer complaints,” and so on, but superseding them
all is “compliance.” At Deloitte’s annual roundtable for
senior payment executives, the Consumer Protection
Center (CPC) was conceptualized as a cross-industry,

• Differentiate inquiries from complaints

The CPC is a best-in-breed complaint management and
CFPB compliance platform that can be utilized to solve the
use cases financial institutions identified as high priority.

• Identify repeat callers and escalated complaints
• Measure the impact of fraud handling on
customer behavior

• Measure how complaint handling affects
future customer loyalty and satisfaction
• Measure churn by complaint category
Deloitte’s CPC is being offered as an accelerator to our
customers, combining advanced analytics including
monitoring, root cause and predictive analytics.
Dashboards have been constructed that provide
visualizations of a financial institution’s data and allow
actionable decisions to be made at various levels and
functions within your organization.

Can risk and compliance coexist with innovation in
mobile payments?
Innovation in mobile payments takes many forms. At
the local grocery store, “app-heads” try to create ways
to eliminate the register all together. Car manufacturers
dream of ways to link service and car owners’ bank
accounts. Health care providers consider ways to store
records in the cloud so customers can access their records
through their handheld devices. Toll payment systems
noodle with how to make the payment of the toll easier
and less reliant on the plastic pass in a driver’s windshield.
Yet, while innovators think about ways to enhance existing
or create new products and services, consumers remain
wary and worry about their personal data being compromised. And regulators charged with protecting consumers
continue to develop and refine rules and regulations
that aim to protect an individual’s personal and financial
information.
Faced with the dilemma of complying with consumer
protection regulations and mitigating risk throughout
the payments life cycle, it may seem as though risk
management and innovation in the mobile payments world
are doomed to be mutually exclusive.
Not so. Innovation forged in conjunction with risk
management may result in a symbiotic relationship that
could produce innovative products and services that
benefit from the application of a compliance and risk lens.
Involving the “watchdogs” in compliance and risk in the
innovation process may eliminate having to fix products on
the fly after they’ve been launched.

Risk and compliance in mobile payments innovation should
not be an afterthought; rather they should become part of
the innovation process. Watchdogs and innovators are the
new yin and yang of the mobile payments industry.
Developing the next generation of loyalty platforms
Current loyalty programs are inflexible, leaving stakeholders
frustrated and seeking ways to optimize their relationships.
Emerging mobile and customer analytics capabilities
present an opportunity to redefine the loyalty rewards
experience. Deloitte has combined its Payments practice’s
product innovation and technology development
capabilities to design a groundbreaking new rewards
redemption platform. This platform utilizes predictive
models to deliver targeted merchant offers through an
innovative, social network-linked mobile application.
Deloitte’s rewards redemption platform benefits loyalty
program stakeholders by enhancing the customer reward
redemption experience:
• Consumers: Analytics provide targeted, relevant offers
that address consumers’ actual wishes and needs.
• Merchants: Targeted offers allow merchants to allocate
marketing spend and enhance repeat purchases.
• Reward issuers: Enhanced customer experience and
improved point utility supports card loyalty and increases
rewards points turnover.

Coupling the actions of developers and innovators with
compliance and risk executives could prove a competitive
advantage. Working together, they could enhance new
products with controls that could help mitigate risk. Their
common goal could focus not only on creating the “killer
app” but also could aim to avoid compliance and risk
pitfalls — before the first consumer’s finger touches the
download button on the screen of a handheld device. Such
a new mobile payment app could provide consumers with
confidence in the end product and, most importantly, the
safety of their data from the get-go.
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Spotlight on Deloitte’s
payments capabilities (cont.)
The cryptocurrency phenomenon’s greatest
contribution: Blockchain – Decentralizing payments
for faster, safer, and cheaper transactions
As the market’s excitement about cryptocurrencies
wanes and their long-term viability is called into question,
cryptocurrencies’ underlying technology, Blockchain,
may be the phenomenon’s lasting innovation that
will revolutionize the payments landscape. Blockchain
technology enables the transformation of a typical
bank facilitated ledger system into a decentralized and
distributed ledger system, making value transfer and
settlement more transparent and stable as well as faster,
cheaper, and safer.
Currently, we rely on fragmented and dated infrastructure
that struggles to deliver transformational benefits:

Challenges

Implications

• Central authorities
certify ownership and
clear transactions

• High operational and
transaction costs

• Manual and
expensive process of
reconciliation
• Trusted “master”
ledger required to
validate other ledger
contents
• Often necessitates a
trusted third party to
prevent or mediate
disputes

• Transaction settlement latency
(e.g., due to batch
processing)
• Systems susceptible
to single point of
failure
• Poor customer
experience as bank
facilitated peer-topeer transactions are
slow and expensive

Blockchain technology, however, is a digital ledger system
that maintains publically accessible transaction records
and is publically accessible. Every time one party transacts
with another party, information about this transaction
is checked against previous entries in the Blockchain,
preventing changes and securely ‘hardening’ the chain,
creating a decentralized alternative to the traditional bank
facilitated ledger systems.
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Advantages of Blockchain:
Decentralization: Blockchain is a distributed database that
is hosted on any node that is part of the network. The
Blockchain used by cryptocurrencies is not owned by any
organization and cannot be shut down. The Blockchain is
open source.
Third Party Authorization: Blockchain technology is
based on cryptographic proof instead of trust, allowing any
two parties to transact directly with each other without the
need for a trusted third party. For example, the Blockchain
technology used by cryptocurrencies is sometimes referred
to as “trustless”, as the trust is provided by the protocol
and the network.
Distributed Ledger: Blockchain technology includes a
distributed ledger which generates computational proof of
the chronological order of transactions. The peer-to-peer
distributed network records a public history of transactions
that quickly becomes computationally impractical for an
attacker to change.
Irreversibility: The Blockchain contains certain and
verifiable records of every single transaction ever made.
Nodes always consider the longest chain to be the correct
one and will keep working on extending it. This prevents
double spending, fraud, abuse and manipulation of
transactions in the chain.
So what’s next?
Blockchain technology is poised to have an impact
across industries, not just payments, as companies are
discovering innovative ways to leverage the technology
to improve operations. For example, several new socialmessaging applications are using Blockchain technology
to operate on a peer-to-peer network of computers,
instead of a centralized server, in an effort to increase the
network’s security and reliability. Further, start-ups are
now using Blockchain technology for secure contract and
signature verification services. In this instance, Blockchain
technology is used to help execute “smart contracts”,
where Blockchain protocols facilitate, verify, and enforce
the negotiation or performance of the contract. This may
just be the start.

Blockchain technology is still relatively new, but it has
already demonstrated the potential to help businesses
provide faster, cheaper, safer and more reliable transactions
and it will likely play an increasingly important role in the
evolution of the payments landscape.
Moving to Real-Time
The mass movement towards real-time payment systems
around the globe has contributed to an environment in
which consumers, merchants, and financial institutions
expect to be able to pay friends and customers, settle bills,
and transfer money at the drop of a hat. While the concept
of “paying now” is not a new one — cash is an immediate
payment transaction instrument after all — the growth
of “real-time payment” options has helped build a new
standard among consumers and in the market. This new
standard is driving change for traditional payment types —
checks, credit, debit, prepaid, and the like — as consumers
have generally come to expect faster settlement periods,
notifications and consolidated reporting.
Additionally, the growing ubiquity of smart devices and
booming online retail commerce is driving the rapid
adoption of real-time payments, globally. Increasingly,
consumers may be turning to their smartphones when they
need to pay merchants, billers, peers and others.
The private sector has typically driven adoption to promote
commerce and governments have tended to lag behind,
but now, global governments are taking active roles. In
example, The United States Federal Reserve has released
Strategies for Improving the U.S. Payments System and has
since engaged a Faster Task Force (as well as more Secure)
to support the revolution of the United States payments
system.

How do real-time payments work?
Most existing real-time payment systems offer an instant,
24/7, interbank electronic fund transfer service that can
be initiated through one of many channels: smart phones,
tablets, digital wallets, and the web. In such a scheme,
a low value real-time payment request is initiated that
enables an interbank account-to-account payment fund
transfer and secure transaction posting with immediate
notification features.
So what’s next?
Real-time payments are likely to significantly impact the
way we transact and conduct business. Real-time payments
can benefit merchants, consumers, financial institutions,
and society by offering enhanced visibility into payments,
enabling better cash management and helping businesses
better manage day-to-day operations by improving
liquidity. The liquidity improvement could be especially
impactful to small merchants who may be used to waiting
days for their settlement, possibly creating a positive
impact on their cash flow. Further, Consumers could enjoy
the convenience of paying their bills at the last minute
without penalties and financial institutions could provide
better services. Economies around the globe could be more
fluid than ever before.
While challenges remain to reaching this utopian future
state, we predict that real-time payments will likely
generate new consumer behaviors and spending patterns,
thus increasing revenue for the payment players who are
well-positioned to capitalize on this evolution.
For more information please access:
http://www2.deloitte.com/us/en/pages/consulting/articles/
real-time-payments-changing-reality-of-payments.html
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Illustrative results,
Deloitte’s qualifications
We have extensive capabilities and experience assisting issuers, processors, associations, and networks in their efforts to
address a broad range of business transformation and operational excellence challenges.
Select engagement examples

Market entry feasibility

• Large U.S. retail bank: Analysis of credit and debit card operations to identify cost reduction,
process improvement, and third-party sourcing opportunities, under a Six Sigma approach.
Implementation of identified initiatives that were expected to achieve operating results in excess
of projected business case benefits.

Product leading practices

• Major U.S. credit card issuer: Redesign of marketing and customer acquisition processes
intended to reduce cycle times, improve quality, and enable increased solicitation velocity. Process
diagnostic and reengineering activities spanned multiple lines of business and product sets and
encompassed the marketing channels.
• One of the world’s largest online, alternative payments providers: Executed a strategic
initiative to find new revenue streams, help develop cross-selling opportunities, and drive
additional customers to its core products.
• Large financial holding company: Creation of a strategic consumer credit card co-brand
structure.
• Large credit card provider: Post-CARD Act assessment of more than 200 payments products
resulting in the recommendation to retire and launch products

Global strategy

• Top five credit card issuer: Helped develop an organizational assessment in response to
mounting cost pressures that streamlined reporting relationships and yielded over $20M in cost
savings. Focus of the effort was to reduce functional redundancy, improve governance and
decision-making effectiveness, and modify staff composition.
• Financial holding company: Evaluation of a joint venture with another merchant acquirer/
processor.
• Top five U.S. payment processor and merchant acquirer: Helped develop a valuation and joint
venture strategy, including methods to enhance the value this client can bring to its current and
potential global joint ventures.
• Global payments company: M&A assessment of mobile prepaid target.

International growth
opportunities

• Top-three card issuer: Identified international growth strategies and potential target acquisition/
partnership opportunities and designed frameworks and tools for go-forward independent analysis.

Business model strategy

• Major Japanese payment services provider: Assessed competitive strategies, market positions,
and future growth scenarios of leading U.S. and European payment services providers to help
client design a leading business model for entering a new business domain.

Faster and Secure
Payment Initiatives

• Multiple countries: Supported multiple clients in Europe, Asia, and the Americas in different
stages of the client’s transformational move towards faster and secure payments. Activities
included: current state and pain point analysis, evaluation of existing solutions and market
alternatives, assessment of implementation costs and risks, solution requirement development,
vetting, and socialization, and management of stakeholder participation in the solution development process.

Payments Strategy and
Payments Technology
Transformation

• Travel and Leisure Company: Developed and implemented a ‘traveler of the future payments
strategy’ to take advantage of consumer trends and how the consumer interacts with and
pays for everything leading up to, during, and after their travel. Enhancements to the mobile
and digital experience, in addition to consolidating and localizing the organization’s payments
operations, are projected to achieve nearly $200 million in net benefit over the next 3 to 5 years,
transforming payments from a cost center into a revenue driver.

Strategy

Representative
capabilities
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Select engagement examples

Strategic sourcing

• Large consumer card issuer: Assessed the feasibility of entry into new payments products and
markets. Included market evaluation, competitive assessment, technology scan and architecture,
potential bank and third-party alliance opportunities, and business case development.
• Bankcard association: Conducted a competitive analyses and best practice identification of
corporate card products in several market segments: corporate, small business, and public
sector. Included creation of tools to support market expansion under the current product set and
assessment of the feasibility of developing new products and value-added services.
• Global payments processor (a major third-party organization involved in credit and debit
transaction outsourcing): Developed a global strategy. Assessed their operating profile and
technology infrastructure versus industry dynamics. Established a targeted, multilayered approach
for market expansion in several global regions.
• Top four bank in Canada: Selection of a payments platform and migration planning for a postmerger integration.

Process optimization

• Large commercial card issuer: Assessed the availability and quality of data between
international joint venture partners.

Representative
capabilities

Select engagement examples

Strategic sourcing

• Bankcard association: Helped develop a global, next generation transaction authorization
system. Helped develop and implement a distributed authorization platform.

Process optimization

• Major U.S. credit card issuer: Involved in the assessment of alternatives for the implementation
of a new credit card processing platform. Supported review of available options (third-party
outsourcing, vendor software, in-house), assessment of internal technology support capabilities,
business case development, and the selection decision. Currently providing PMO support for
initial design and configuration activities.

Performance
improvement

• Top 10 credit card issuer: Selection, design, testing, and implementation of a prospect pool
database and campaign management platform to drive customer solicitation and acquisition
activities.
• One of the world’s largest payment networks: Creation of a global, business-to-business,
online payment hub.
• Leading, global money transfer organization: Conducted premerger due diligence and
postmerger integration for the global implementation of the acquired operations.
• Large U.S. credit card issuer: Evaluation of new payments architecture to contribute cost
reduction, improve product introduction, and enhance customer experience.

Post-M&A risk-based
monitoring methodology

• Canadian bank and U.S. retailer: Analysis and due diligence of U.S. private label credit card
business acquired by a Canadian bank. Evaluated and identified high-risk card processes and
drafted an inherent risk methodology. Identified strategic and operational gaps in operations, and
helped develop a sustainable risk-based monitoring methodology and plan.

Business model strategy

• Major Japanese payment services provider: Assessed competitive strategies, market positions,
and future growth scenarios of leading U.S. and European payment services providers to help
client design a leading business model for entering a new business domain.

PCI / DSS
(Payment Card Industry /
Data Security Standards)

• Merchant: Addressed PCI/DSS implications through assessment of client’s transaction types and
volume, processor relationships, compliance standings, geography of operations, vulnerability
testing, network security and access, and merchant account agreements.

Operations

Technology

Representative
capabilities
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Financial advisory
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Representative
capabilities
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Global buy-side advisory

• Global provider of online payment solutions: Analyzed and identified key targets throughout
North America and Asia. Performed target qualification and assessment, corporate finance
valuation, deal structuring negotiations, and management due diligence through close.

Cross-border buy-side
advisory

• North American provider of payment processing solutions: Gained detailed understanding
of target operations in order to create a comprehensive financial model with key business drivers
required for client to value target on a stand-alone and synergized basis.

Regulatory, Forensics,
Compliance

• Multi-national Bank: Performed an assessment of global risks related to fraud, bribery, and
corruption in each region and supplied a global risk matrix as well as ratings covering multiple
regions with recommendations for improved risk mitigation and enhanced controls.

Mergers, Acquisitions,
Divestitures

• Large Asian payments solutions provider: Assessed business risks, developed procedures
and controls, and provided an operational roadmap to minimize risks while client drove toward
aggressive launch of newly acquired customer and merchant system.

AML & Sanctions
Consulting

• Top Global Financial Institution: Developed a strategy for enhancing AML/KYC capabilities and
executed components of the strategy to institute change across all lines of business and globally
across 100+ countries.
• Top Regional U.S. Bank: Analyzed account opening processes for individual and business
accounts. Provided observations and recommendations to improve the on-boarding process and
enhance customer experience while mitigating AML risk.

Forensics &
Investigations

• Travel and Leisure Company: Performed a fraud risk assessment of loyalty rewards program
through review of fraud detection reports to provide strategic recommendations and planning for
developing and implementing an anti-fraud system without disruption to the traveler experience.

Risk Advisory Services

• Global Mobile Financial Services Provider: Created an enterprise risk playbook for a mobile
financial services launch after evaluating product lines and process flows. Conducted workshop
with senior executives to identify key risks, set risk appetites, prioritize risks, and identify residual
risks and owners.
• International Financial Institution: Analyzed current fraud losses and credit card program
metrics to develop leading practices for development of rules and fraud scoring. Improved
chargeback processes to reduce fraud occurrences.

Strategic
Risk Services

• Large U.S. Online Retailer: Analyzed and assessed current fraud detection controls for efficiency
and effectiveness as compared to other online retailers; provided strategic assessment of antifraud capabilities within the US as well as recommendations for global expansion of anti-fraud
capabilities.
• Large U.S. Regional Bank: Evaluated current state fraud risk infrastructure and legacy systems
across people, processes, technology, and governance to develop a comprehensive, long-term
roadmap for improvements.
• Large U.S. Bank: Assessed bank infrastructure and fraud detection system against industry
leading practices in order to design use cases and develop recommendations for key strategies
regarding the evolution of the claims and detection environment.
• U.S. Payment Processor: Evaluated current state fraud risk infrastructure for consumer payments
across people, processes, technology, and governance to develop a future state fraud risk governance model and to identify opportunities for current state improvement.
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