OPEN SEASON

SEIZING
OPPORTUNITIES
FROM NPP AND
OPEN BANKING

The launch of the New Payments
Platform (NPP) in Australia earlier
this year, together with the Open
Banking legislation that is scheduled
to commence in 2019, signals the start
of a transformation journey for banks
and the industry as a whole.
While this might be slow to start, its ultimate impact will be
profound. It will be felt across industries and sectors – and,
perhaps unsurprisingly, within banking most of all. There,
the combination of Open Banking and NPP will generate
value and enable service propositions that banks can and
should leverage.
Those that move quickly will find themselves with a significant
first-mover advantage. Yet doing so will require a cultural shift
within banks, not least because maximising these opportunities
will mean developing new business models, including
partnering with fintech firms and other digital players to deliver
new services and help to enable new, real-time commerce.
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SUMMARY

The advent of NPP and Open Banking will
remake far more than payments: it marks
the start of a key operational area for banks
that Accenture calls real-time commerce.

To take advantage of the benefits that NPP
and Open Banking will bring, banks should
create a playbook that covers three broad
areas: compliance, defense and attack.

Open Banking, meanwhile, gives customers
far more control over their banking data,
allowing their account and transaction
information to be shared with accredited
third party providers (TPPs).

NPP provides a 24/7, near-real-time payments
and settlements system that is able to carry
a large amount of remittance information
and has a simpler addressing feature.
It will also allow both banks and third-party
providers (TPPs) to provide overlay services.

Banks nonetheless have a significant
advantage as consumers trust them with
their data far more than they trust TPPs.
This offers banks a way to boost their digital
delivery and create new revenue streams.

The key obstacles banks must consider
lie in the areas of privacy and compliance.

Combining the attributes of these two
developments with a more customercentric perspective opens the door to
a new breed of real-time commerce services.
The most effective of these, providing deeper
integration with the customer’s value chain
and leveraging access to non-bank data
sources, will require new partnerships to
be formed between banks and fintechs
or other digital players.
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TOWARDS REAL-TIME
COMMERCE
When banks in Australia look back in a decade, they will
view 2018 as the start of a sea change in what will have
become a key focus area: real-time commerce. Banks’ role
in this will be far more than simply processing payments:
the concept entails numerous value-added services and
goes well beyond first-order transactions to promise
significant revenue opportunities.
Why “in a decade”? Although in many ways
the digital disruption that is remaking the
banking industry is well established, the
developments that will enable real-time
commerce are far newer. In Australia,
one major foundation began in February
with the introduction of the New Payments
Platform (NPP).1 The government will phase
in Open Banking, another key aspect,
beginning in July 2019.2 Open Banking
is part of the Consumer Data Right,
which is legislation to give consumers
greater power to control their data.3

It is the combination of the opportunities
that NPP and Open Banking bring that
forward-looking banks must grasp.
Open Banking is a global phenomenon
and is mainly associated with governments
wanting to give customers more control
over their information, leading to more
choice in their banking and more convenience
in managing their money. That should result
in greater confidence in the use and value
of an asset that many customers disregard:
their data.4

When do you plan to make your major investments in Open Banking
or PSD2-related initiatives?
No plan beyond
compliance

By 2020
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Source: Accenture “The Brave New World of Open Banking”, P6 (2018)
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Nearly two-thirds of respondents in a 2017
Accenture banking survey view Open Banking
as more of an opportunity than a threat,
and 99 percent of global big banks said
that by 2020 they would have made their
major investments in Open Banking-related
initiatives.5 Nearly 80 percent will have done
so by the end of this year.6
When it comes to Open Banking there are
regional differences. Open Banking in the
EU, for instance, covers both payments and
account information via its PSD2 directive.
Australia’s Open Banking legislation, which
is currently a work-in-process, covers data
but not payments; the latter are contained
in the NPP.
One of the key benefits of the NPP is that
richer payments data is available immediately.
Historically, payments systems lacked the
ability to send anything but the most basic
data with each payment, meaning that any
accompanying information had to travel
separately. That creates downstream issues
in exceptions and reconciliations, and
increasingly in dealing with the burgeoning
demands for better KYC and screening.
This lack of immediacy has long been
a challenge in moving down the path
of real-time commerce.
But with these new channels, all of the relevant
information can travel with a transaction
and be locked in with it. That brings an array
of advantages, including efficiencies such
as reconciliation and smoothing the way
of just-in-time business. In short, it marks
a significant change in what the payments
infrastructure has to date allowed.

From an Australian angle, exploiting the
opportunities that this brave new banking
world will offer requires combining these
two elements – Open Banking and NPP –
in order to generate value and service
propositions that banks can leverage.
Those banks that can stand above the
competition will win more business and
customers. And by working to develop
their own products for customers or by
collaborating with TPPs, banks can widen
and improve revenue streams and boost
customer loyalty.
Customers will benefit too: from a wider
range of financial products that cost less
and provide greater convenience than their
current offerings. And TPPs will benefit from
being able to offer such products – either
in partnership with banks or independently –
from which they can generate revenues.
But with the NPP only recently launched,
and with Open Banking being phased
in from July 2019, these are early days.
That means many of these value and
service propositions will become possible
only in the years ahead – not overnight as
part of some banking Big Bang.
But they will come, and that means
organisations such as banks and corporates
must start thinking now about how NPP
and Open Banking will enable new services.
That requires knowing more about those
value and service propositions, which in
turn will dictate how organisations should
go about preparing in order to enjoy firstmover advantage.

SEIZING OPPORTUNITIES FROM NPP AND OPEN BANKING

5

NPP and Open Banking
The New Payments Platform (NPP) has
its genesis in a 2012 Reserve Bank of
Australia report that outlined the need
for a comprehensive overhaul of the
country’s payments system.
The outcome was the NPP, which was
launched in February 2018. It is a 24/7,
near real-time payments and settlements
system with a built-in ability to carry a far
richer seam of remittance information than
its predecessor could.
The NPP’s premise is around creating
platforms for innovation through delivering
real-time payments, and data about them,
across entire industries. It will also allow
TPPs to provide overlay services. Among the
first is Osko, a consumer real-time payment
platform that runs on existing banking apps.7
Open Banking is a platform-based business
approach that could revolutionise how banks
generate value, and that allows customers
to benefit from services provided by TPPs.
It does this by requiring banks to make
customer data available (should those
customers agree) for use by TPPs via secure
application program interfaces (APIs). These
Open Banking APIs coupled with other APIs
could leverage myriad functions, allowing
customers to manage their money across
a range of bundled services, in part by
letting TPPs use this data to offer valueadded functions.
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The product range included in the scope
is very broad across a large range of deposit
and lending products for both retail and
business customer segments. Initially at
least, Open Banking in Australia will allow
TPPs only to access account information
(the “Read” aspect); TPPs will not be allowed
to initiate payments (the “Write” aspect).
The rich data generated from the NPP
can be offered via the API to glean greater
customer insights. This – and the fact that
the data sharing goes both ways, not just
from banks to TPPs – means banks that
work with TPPs can offer products to
create new revenue streams and boost
the customer experience.
In the European Union, the revised Payment
Services Directive (PSD2), which took effect
in January 2018, incorporates its Open
Banking legislation. Open Banking in the
EU is both a read and write capability.
That covers data out to TPPs (making them
Account Information Service Providers)
and provides TPPs with the ability to initiate
payments (making them Payments Initiation
Service Providers).
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A POWERFUL
COMBINATION
The real potential of NPP and Open Banking lies in the
confluence of holistic and real-time information availability,
real-time value transfer and real-time information transfer.
The NPP process
3
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source: NPP Australia8

How will it do this? Visualise a railway:
the NPP constitutes the rails that provide
the means to transfer dollars and packets
of data between parties in real time. Open
Banking, on the other hand, lets private
operators run trains on those rails – allowing
them to develop functions that can take
advantage of the opportunities NPP brings.

and treasury management. Open Banking
will, among other things, add access to data
to enrich that process.

NPP’s enhanced data payload that travels
with payment instructions in real-time will
bring new capabilities, such as enabling
automation for areas such as reconciliations

Your enterprise resource planning system
flags that an order has come in requiring your
driver to pick up a pallet and deliver it to Shop
X. It also lets Shop X know that payment on

8

How might this combination work in practice?
Let’s say you own a transport company
that picks up goods from a warehouse and
delivers them to retailers across the city.
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delivery is needed, and it sends a request
for funds via NPP – which means funds can
be transferred in near real-time, either ahead
of the shipment, or on arrival of the goods.
However, in parallel, an aggregation service
supported by Open Banking functionality
via an API can notify you that Shop X lacks
the funds to make that payment, which
means the delivery is cancelled before
the driver leaves the warehouse.
The result: your company doesn’t make
a delivery that later needs to be returned,
or that never gets paid for. This ensures
a more efficient, more profitable and
less wasteful logistics system.
The opportunities for banks lie in building
the services that make this flow of information
happen to leverage real-time commercial
capabilities. In part that means creating
innovative, API-enabled services so that plug
-and-play functionalities can be added at any
point. First-movers can expect to capture
additional market share over slower rivals.

experience fewer customer dropouts
during the payments process. They will
also be better able to understand customer
behaviour and spending patterns.
From the customer perspective, NPP will
see them enjoy 24/7 service availability,
along with immediate access to value and
immediate use of funds. They will be able
to send or receive emergency payments
instantaneously, and enjoy a compelling
end-to-end payments experience.
Additionally, payment routing can use
simpler information such as an email
address or mobile phone number.
Public institutions will benefit from reduced
cash and check handling, the opportunity
to increase the velocity of money, and an
improved ability to manage risk – thanks
to the real-time infrastructure NPP brings.
Being able to track payments in real-time
will provide greater assurance for all
concerned and bring efficiencies in
the allocation process.

And even though these are early days,
Accenture has seen businesses in different
industries adapt to this new, real-time world
by asking their banks what they can do for
them on this front.
Benefits for businesses could be significant,
and thus offer banks new opportunities
for value-add fees. Aside from the flow
of rich payments data, firms will be able
to get paid faster and manage their cash
flows more efficiently; reconciling accounts
will be automated, and companies will
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OBSTACLES AND
OPPORTUNITIES
In the coming years there will be increasing demand for the
real-time commerce that NPP and Open Banking can deliver
– yet that doesn’t mean delivery will be straightforward.
Take the retail side: one challenge
highlighted by a recent Accenture survey
is that 83 percent of customers are unaware
of or unsure about Open Banking - although
that differs among age groups: people under
35 are 4.5 times more likely than people over
55 to be aware of Open Banking and willing
to share their data with TPPs in search of
better services and other benefits.
Our survey also found that nearly 60 percent
of younger consumers said they would use
social media or an online merchant to initiate
payment transactions – versus just 7 percent
of people over 55. Clearly, then, the sector
will need to look at educating the public
about Open Banking and NPP to reap
the benefits.9
On the organisational side, the obstacles
can be classified into two broad categories:
privacy and compliance.

Privacy
The scandal earlier this year around the use
of Facebook’s customer data has propelled
the issue of data privacy to the forefront, and
it will be an ongoing battle to regain customer
trust around data use. Regulators, too, are
looking much more closely at data privacy
issues, and that focus is likely to remain.
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This will have an impact on companies that
are keen to build new commerce ideas based
around visibility across accounts - Accenture
believes that consumer resistance will slow
that process, as will the burgeoning concerns
around data privacy.
The solution for banks is that they need
to be clear about protecting the data of
their customers, and they need to be
transparent when it comes to how they
and their TPP partners will use it.
On that, though, the country’s banks have
an important advantage: although the
reputation of the financial services industry
has been tarnished by revelations from the
ongoing Royal Commission on banking,
Accenture recently found that consumers
trust banks with their financial data far more
than they do non-banking organisations: twothirds of consumers said they were unwilling
to share their financial data with non-banking
organisations.10 And 84 percent said they
would only trust their bank – rather than a TPP –
with their financial data.
That not only provides banks with a significant
edge over fintech companies and other digital
giants that might consider disrupting their
business; it also strengthens the proposition
for including banks in partnerships with
fintechs and other players that see more
advantage in combining their technology
propositions with these trusted banks.
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Would you trust a third-party as much as your bank with your
financial data if it could provide you with added benefits?

84%

8%

6%

7%

I only trust my
bank with my
financial data

I would be willing
to give access to a
startup company

I would trust
a large technology
company with
my data

I would trust
retailer/merchant
with my data

Source: Accenture Open Banking Study (May 2018).

Compliance
The second major obstacle is regulatory
compliance, with players needing to ensure
they align with the rules that regulators have
handed down and those still to come.
Linked to that is the expense and complexity
of revising existing systems and building
new ones to ensure they can cope with the
requirements of 24/7 real-time data and
information flows, and can comply with
NPP and Open Banking requirements,
including how TPPs can participate.

That task is made more complicated by
the fact that banks are already engaged in
a major transition with the drive to digital
- itself a vast undertaking.
The task ahead is not trivial, and will likely result
in banks initially addressing their compliance
and system requirements for relatively simple
first-order tasks, before tackling the more
exotic second- and third-order tasks that
wrap around a particular event and that
require the transfer of information and value.
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THE PLAYBOOK
All of this raises the key question – raised by a number
of Accenture’s banking clients in recent months –
on how best to proceed in order to take advantage
of NPP and Open Banking.
Typically we recommend they put together a strategy based around three areas:
compliance, defence and attack.

Compliance
When it comes to NPP, the rules are already largely in place.
That is not the case with Open Banking, and we expect more
releases on that in the coming months ahead of its 2019 phasing
in. The first dimension, then, is to build out what the regulator has
or will mandate, and then to ensure that the bank complies with it.

Defence
The second layer requires banks to defend their existing franchise,
clients and business from others as they map out their approach.
That in part requires recognising how the confluence of NPP and
Open Banking will affect both them and others in their industry,
not least as some players will create additional capabilities. It also
means implementing an NPP-Open Banking strategy that assesses
the threats to existing value pools and maps out how to tackle them.

Attack
Finally, the third layer is how they will attack in order to lead
in their industry, using new business models, service offerings
and opportunities that NPP and Open Banking bring. In this
new, fluid, winner-takes-all environment, the banks that triumph
will be the first-movers that create new services based on
NPP-Open Banking.
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Observers of banking know that this is an
industry that is used to doing everything
itself. Yet at least when it comes to the
“attack” segment of their NPP-Open Banking
strategy, banks will need to learn to do things
differently. Because these opportunities will
require new non-bank assets, services, skills
and experience, they will need to explore
new - and perhaps atypical - partnerships.
Success will require developing a nontraditional banking mindset in which they
learn to think like their prospective partners,
or their competitors’ prospective partners:
retailers, utilities, entertainment companies
and the like. It will also require banks to
reorganise, creating new business units
and staffing them with people experienced
in these areas of business and technology.

The benefit for TPPs, who have the
technological expertise, is that banks bring
a desirable array of elements to the table
such as public trust, expert knowledge
on money assurance and regulatory
requirements for the banking industry,
and significant brand value.
And there is no shortage of potential partners.
Take fintechs: in 2014 there were fewer than
100 fintech start-ups in Australia, and by 2017
more than 575.11 Add to that the numerous
other companies that banks can cooperate
with – from energy corporations to airlines
to health-tech firms – and it is easy to see
that the scope of potential partners is vast.
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ADDING VALUE
FROM REAL-TIME
COMMERCE
Some banks have taken steps down this road, and more will
do so in the years ahead. Among those that have, for example,
is National Australia Bank (NAB), which created a developer
portal for APIs to enable third parties to do that work.
NAB was the first to use APIs to integrate
with XERO, a cloud-based accounting
software platform for SMEs, to provide
a two-way street for those using it.
This integration means SMEs can make
invoice payments using one click from
within XERO.

This integration of data in real-time will
continue, and will be driven in part by the
possibilities brought by NPP and Open
Banking. Organisations – including nonbanking institutions and fintech firms –
should be working now to take advantage
of these opportunities.

And, in a reverse process, this integration
allowed NAB to launch QuickBiz, an
unsecured lending product that, via XERO,
lets the bank see the SME’s accounts
and decide whether to grant it a loan of
up to A$100,000 in a matter of clicks.12

In most cases, the fact that banks are
trusted and are experts in the complex
areas of money assurance and regulatory
requirements means it will make sense to
partner with them rather than try to displace
them. This is an area where first-mover
advantage could have significant benefits,
which means those that move soonest will
reap the greatest rewards.
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