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On January 13, 2018, the European Union (EU) passed the Revised Payment Services 
Directive (PSD2) to improve competition, jump-start innovation, and improve security 
for the exchange of customer data. In honor of PSD2’s first birthday, Lipis Advisors is 
taking a look back at the key predictions made about PSD2’s development, and the 
reality of PSD2’s impact on Europe’s financial markets.

At a high level, the aim of the PSD2 is to secure the flow of data, modernizing the 
original (2009) Payment Services Directive.  The PSD created the legal foundation for 
the Single European Payments Area (SEPA), and provided European-wide consumer 
protection rights and obligations for Payment Initiators (IPs) and banks. Until the 
introduction of PSD2, the PSD was the foundation of all European laws related to 
payments. As economies became more digital, payment habits shifted, and new 
players entered the payments ecosystem. The EU recognized that a revised law was 
needed to improve competition, increase payment security, and protect users.  

The PSD2 also defines new categories and players of the market. For example, the 
label Account Servicing Payment Service Providers (ASPSP) is given to deposit-taking 
institutions that hold consumer or business accounts. The PSD2 also subdivides the 
previous TPP label as either Account Information Service Providers (AISP) or Payment 
Initiation Service Providers (PISP). Under the regulation, AISPs can offer end users 
aggregated views of multiple payment accounts in one place, with the goal of helping 
end users better manage their various accounts. PISPs enable consumers to make 
transfers by providing a bridge between a user’s bank account and a merchant (or 
other user’s) account. 

INTRODUCTION

Figure 1 Timeline of PSD2 developments Source: Lipis Advisors
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Figure 21 Final Regulatory Technical Standards infographic Source: European Payments Council

REGULATORY TECHNICAL 
STANDARDS (RTS)

One of the most important provisions of the PSD2 
is the introduction of the Regulatory Technical 
Standards (RTS), which provides a framework 
and rules for standardizing bank information 
interfaces, customer authentication, and secure 
communications. The RTS’ draft phase was 
extended due to vocal industry criticism. The fi nal 
RTS was published after the implementation of 
PSD2, resulting in slow or delayed implementation. 
Without any technical instructions or 
standardization, various group set about creating 
their own standards, resulting in a fragmented 
market. This will be discussed in more detail later on.

The RTS provides specifi c technical frameworks 
related to access-to-accounts (XS2A), strong 
customer authentication (SCA), and common and 
secure open standards of communication (CSC). 
XS2A provision requires banks to “open” access to 
customer data to authorized payment institutions. 
SCA specifi es customer authentication methods 
for electronic payments. For example, a payment 
service provider (PSP) must use at least 2 of 3 
authentication methods corresponding to a user’s 
unique knowledge (like a code or PIN), possession 
(debit card or mobile phone), or something inherent 
to the user (biometrics). CSC states that an ASPSP 
must provide a secure communication channel 
for a TPP (either AISP or PISP) to access customer 
data. This can be done through an Application 
Programming Interface (API), with the practice of 

accessing a customer’s online banking interface, 
known as “screen scraping”, as a backup if the API 
does not work. 

The PSD2 has had a slower rollout than expected 
for two key reasons: The late publication of the RTS 
meant there were no common standards dictating 
bank design of APIs. This led many banks to remain 
cautious about investing and building their own 
APIs before interoperability was certain. The second 
reason for slow implementation is an ongoing 
reluctance on behalf of the banks themselves, who 
see the PSD2 as a threat and have been slow to 
adhere to even minimum requirements.2 

In some markets, such as the UK, the lack of 
clarity regarding implementation of open banking 
has led to national efforts to solve the problem. 
For example, the UK’s Competition and Markets 
Authority (CMA) decided to create its own Open 
Banking policy regulations overseen by the Open 
Banking Implementation Entity (OBIE), and funded 
by the 9 largest banks in the UK. However, even 
these efforts proved fruitless. Despite being subject 
to EU regulations and the policies from the OBIE, 
regulators noted that major banks such as Barclays, 
HSBC, RBS, and Santander were not ready for the 
January 2018 implementation. 

A number of industry analysts believed the rate 
of change and development would be explosive, 
that banks would go the way of the dinosaur, that 
fi ntech hubs would blossom all over the world, and 
that SME business practices would fi nally receive 

1 European Payments Council: 
  https://www.europeanpaymentscouncil.eu/news-insights/news/new-infographic-final-rts-strong-customer-
  authentication-and-common-and-secure
2 PWC’s Waiting until the Eleventh Hour: 
  https://www.pwc.com/gx/en/financial-services/assets/pdf/waiting-until-the-eleventh-hour.pdf
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3 Deloitte’s European PSD2 Voice of the Banks survey: 
  https://www2.deloitte.com/ce/en/pages/financial-services/articles/deloitte-european-psd2-surveys.html
4 https://www.accenture-insights.nl/en-us/our-people/anupam-majumdar
5 https://www.zdnet.com/article/opening-banking-data-and-apis-land-of-opportunity-or-pandoras-box/

the breadth and depth of service enjoyed by their 
corporate counterparts.  Whether the focus is 
on national markets, or the whole of the EU, our 
analysis reveals that the pace of implementation for 
the PSD2 is slower than predicted. Regardless, the 
PSD2 has had a demonstrable effect on the fi nancial 
market, and will continue to shape the future of 
payments in Europe and beyond. 

PREDICTION 1: PSD2 WILL LEAD 
TO AN INNOVATION EXPLOSION

“Open access to bank accounts has the 
potential to lead to an explosion of innovation, 
competition and new services. New revenue 
streams will evolve and the banks themselves 
could even be one of the main beneficiaries 
from this dynamic environment – if they position 
themselves in a timely and proactive manner.” 
– Executive at equensWorldline.

One of the main reasons for the introduction of 
the PSD2 was to facilitate innovation within the 
fi nancial services sector. This was to be accomplished 
by mandating banks to share customer data under 
the PSD2’s access-to-account services (XS2A). The 
European Commission concluded that if software 
developers had better access to data, it would 
enable them to build and offer new services faster 
than through traditional means. Access to customer 
data can occur via open-source foundations 
on which developers create new products and 
services or through bank led applications. By 
giving TPPs access to data and improving the fl ow 
of information, it was predicted that a wave of 
innovation and collaboration among TPPs and FIs 
would fl ourish. 

REALITY: LESS LIKE A WAVE, 
MORE LIKE A TRICKLE 

While the increase in fi ntech competition has been 
slower than expected, the competitive landscape has 
changed. The PSD2 is still in its nascent phase, and 
organizations are still in the process of implementing 
the RTS. The disconnect between the PSD2 going 
into force and the release of ubiquitous regulatory 
technical standards has contributed to a slower 
adoption of PSD2 principles. Without common 
standards, fi nancial intuitions have not seen a 
reason to begin building APIs that might not be 
compatible with those of other FIs. According to 

a 2018 survey by Deloitte of 90 European banks 
on the PSD2, most organizations were struggling 
with the size and scope of the law, the lack of clear 
regulatory frameworks during the transition period 
and balancing strong security with positive customer 
experience.3 

Another challenge relates to how many banks are 
fully compliant with the PSD2. The vague regulatory 
environment surrounding it has led to a range 
of compliance levels, with some banks doing the 
bare minimum while others are whole-heartedly 
embracing the chance to collaborate with TPPs. 
Fintechs want to connect to banks, but many banks 
still view the PSD2 as a threat to their business 
model instead of a market opportunity; many 
banks fear that collaboration will lead to the loss of 
customer interaction and relationships. This fear ties 
in to our second prediction. 

PREDICTION 2: BIG BANKS WILL 
BE RELEGATED TO A 
UTILITY-ONLY ROLE

“With the opening up of access to payment 
initiation services via APIs, the bank is at risk of 
losing a direct relationship with the customer 
and becoming a utility-type service used by 
new TPPS.” 
– 2016 Accenture white paper, ‘Seizing the 
Opportunities Unlocked by the EU’s Revised 
Payment Service Directive’

Experts from Accenture’s Payments & Open 
Banking division warned in articles written from 
20174 to 20185 that banks will be reduced to 
a utility role, a sentiment echoed by Barclays, 
Nordea, and ING over the past year. For many 
in the industry, it is believed that tech-savvy 
companies like GAFA (Google, Amazon, Facebook, 
Apple), digital banks, and fi ntechs will dominate 
the consumer-facing side, with banks will be 
relegated to providing nothing more than the 
fi nancial rails. It was posited that consumers will 
no longer need to use brick and mortar branches if 
multiple websites or apps have the ability to access 
all accounts from one centralized control center. 
A key example of this mindset was suggested by 
Currency Cloud CEO Michael Laven at the 2017 
SWIFT Business Forum. During a panel discussion, 
Laven emphasized that while every other utility has 
been privatized and commoditized, banking is the 
last vertically integrated sector and will certainly 
face the same changes.

1

2
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REALITY: WHILE THERE ARE 
FIRST MOVERS, IT’S STILL TOO 
EARLY TO TELL

In direct contrast to the prediction that 
banks would become nothing more than an 
infrastructure, big banks have become the earliest 
benefi ciaries of PSD2. By offering simple and 
interoperable APIs, banks have made customers 
stickier rather than prone to leave. Some of the 
prominent XS2A services are being offered by 
banks such as Barclays, BBVA, HSBC, and Nordea 
among others§. Large tech companies like Google 
and Amazon have been able to get a head start 
in taking advantage of the different regulatory 
categories by choosing a market to register as their 
primary jurisdiction (home market) in part based on 
which country’s regulatory requirements are more 
convenient for them (Prediction 5 will expand on 
the various market responses). 

In terms of collaborating with fi ntechs, big banks 
have the advantage of being the most attractive to 
fi ntechs. Big banks carry better brand recognition, 
as well as funds and relationships that benefi t 
smaller fi ntechs. In fact, it is the smaller co-
operative and regional banks that are experiencing 
the largest struggles in terms of costs and 
resources. A key issue for these players has been 
the diffi culty they face in fi nding legal and technical 
partners to help conform to regulations. 

PREDICTION 3: MOBILE BANKING 
WILL FINALLY TAKE ITS PLACE AS 
THE MOST RELEVANT CHANNEL

“PSD2, mobile, instant and digital payment 
therefore represent a great opportunity from 
which to create new banking and fi nancial 
services…” 
– IQUII February 20, 2018, Digital Payment, 
PSD2 and User Experience6 

More than enough has been written about 
how much time we waste on our phones, how 
convenient it is to use P2P payments, and how soon 
we will no longer need wallets. Mobile phones are 
best positioned to take advantage of biometric 
technology and address the authentication issues. 
Expanding and improving mobile banking apps 
is making mobile banking more essential to our 
everyday lives and, building on Prediction 2, it is a 
widely held belief that the PSD2 will further impact 
this trend, leading to consumer dependence on 
mobile fi nancial apps for all their banking needs. 

REALITY: OMNICHANNEL 
IS THE NEW MOBILE 

In similar fashion to the introduction of mobile 
banking, mobile fi nancial service adoption has been 

6 https://medium.com/iquii/digital-payment-psd2-and-user-experience-new-challenges-and-opportunities-for-
  traditional-banks-a269b425d555
7 Source: DPD Group 2017 Shopper barometer 
  https://www.eshopperbarometer.dpdgroup.com/chart.php?q=C5&pc=0

Figure 3 Preferred online payment methods within Europe7 Source: DPD Group

3
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moderate at best. Sluggish adoption rates can be 
attributed to many recent company data breaches, 
as consumers are wary about sharing their personal 
data, especially within the EU. Older generations are 
generally slower to adopt new technologies. The 
May 25, 2018 launch of the General Data Protection 
Regulations (GDPR) has restricted how and when 
companies can share and use an individual’s data. It 
also addresses the right of customers to access their 
data profi les, be notifi ed of data breaches, and have 
a company delete the data of a customer at their 
request. The GDPR is an EU-wide regulation meant 
to strengthen an individual’s rights over their digital 
data. These regulations are still relatively new in the 
ever-changing mobile market, and we are gauging 
their practical implementation and implications. 

It is diffi cult to imagine a future in which multiple 
customer payment options are removed in favor of 
another payment method. Different demographics, 
types of goods and services, income levels, and life 
experience can affect the way a customer makes 
payments, especially in the e-market place. This is 
why PSPs advertise their “omnichannel payment 
systems” to merchants so they can accept card, 
electronic, mobile, deferred/installment, and instant 
payments. It’s also possible that mobile will be 
replaced by some other, more modern payment 
channel in the future. Some very early adopters 
have begun to have chips implanted in their bodies, 
for example, in order to biometrically track and be 
tracked throughout their lives.

PREDICTION 4: THE BIGGEST 
IMPACT OF THE PSD2 WILL BE 
FELT IN RETAIL AND SME BANKING

“…perhaps the group that benefits the most 
from PSD2 are the customers with a plethora of 
new options, new technologies, and solutions to 
choose from when it comes to payments.”
–  Tatjana Kulkarni, Bank Innovation8

The scenario painted by industry media is that 
retail payments will become easier to process and 
that PSD2-led innovation will give consumers more 
options for online and mobile payment methods. 
There is also an intention, on the part of regulators, 
to make banking services more accessible to SMEs. 
SMEs are typically offered limited services compared 
to their large, corporate counterparts. In the past, it 
has not been fi nancially feasible for banks to cater 
to them. With the data-sharing mandated by PSD2, 
fi ntechs will be able to step in and provide banking 
services, such as lending and invoice factoring, either 
through a bank’s portal or their own, which would 
have a big impact on SMEs.

REALITY: SMES ARE SEEING 
INCREASING BENEFITS AND 
THE FOCUS IS SHIFTING TO THE 
B2B INDUSTRY

While consumers will see benefi ts in terms of 
the new fi nancial services, most of the direct 
benefi ciaries in terms of PISPs has been to 
e-commerce merchants. Accepting and refunding 
online payments has been made easier and cheaper 
for merchants with the rise of so many PISPs’ 
competing services. Merchants sign up with a PISP 
online, providing them with their account details, 
and they can receive funds from customers directly 
into their bank accounts. These companies offer 
additional services such as reconciliation, merchant 
accounts, acceptance of SEPA direct debits or 
credit transfers (and when available, instant credit 
transfers), credit cards, business analytics, mobile 
access, etc. Most PISPs will offer bundled or custom 
solutions, or will negotiate a price directly with the 
merchant. Many PISPs can be integrated directly 
into some of the more popular ERP solutions such 
as salesforce, and e-commerce platforms like 
WooCommerce via API. The improved pan-European 
payment initiation delivered by SEPA and the 
PSD2 has allowed online merchants to widen their 
customer base. 

From the B2B perspective, there are an increasing 
number of companies that are offering these 
services, and entering new European markets has 
become easier with the PSD2’s passporting provision. 
Passporting allows companies that are based in 
one EU member state to open business operations 
within another. Companies can also apply for PISP 
or AISP status in their “home” market. Once they 
are registered and licensed by their local regulators, 
they can enter a “host” market without having to 
undergo another, different set of regulations to be 
licensed to operate as an PISP or AISP. They need 
only report to their host market regulators their 
intent to conduct business operations and abide 
by local laws. Thus, they are able to transfer their 
license throughout member states like a “passport”.

PREDICTION 5: FINANCIAL AND 
TECHNOLOGICAL HUBS WILL TAKE 
A MORE AGGRESSIVE APPROACH 
TO COURT FINTECHS

Locations like London, Berlin, and Paris, which 
are considered Europe’s tech hubs, are competing 
to be the next Silicon Valley. European hubs will 
compete to attract startups and established Fintechs. 
Fintechs can bring in entrepreneurial, talented 
individuals looking to start their own companies 

8 https://bankinnovation.net/2018/01/what-you-should-know-about-europes-big-payments-regulation-psd2/

4
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and the venture capitalists who fund them. From 
an economic standpoint, this means more jobs 
and more money.  Governments will act quickly to 
amend local laws to comply with the PSD2. In the 
process they will simplify TPP registration methods.

REALITY: EUROPEAN FINANCIAL 
AND TECHNOLOGICAL HUBS 
HAVE NOT COMPETED TO 
ATTRACT FINTECHS 

It was hoped that the RTS framework would 
clarify liability and security requirements, thereby 
enabling a more uniform process for banks looking 
to collaborate with fi ntechs. However, the fact 
that the RTS was not released alongside the PSD2 
coming into effect along with the very nature of 
implementing multinational law has led to a mixed 
response from fi ntech hub cities. Some markets, 
such as the UK and Denmark, have fi nalized and 
published implementation and regulatory guides, 
while others (Spain, Portugal) are still drafting 
implementation and/or regulatory guidelines. 

Overall, the response by the governments of 
hub cities to clarify of enact their own national 
PSD2 laws has been sluggish. According to 
the European Commission’s website, the delay 
in providing a national transposition response 
by the launch date of January 13 2018 has 
led to infringement proceedings against 16 
member states. Infringement proceedings begin 

when the EU believes that a member state has 
breached community law. If a proceeding remains 
unanswered or if the member state’s response is 
found to be unsatisfactory, the case is then referred 
to the EU Court of Justice for punitive measures. 
As of May 25 2018 , 11 cases had been resolved, 
meaning 23 of the 28 EU member states had 
reached full transposition status. Members have 
until the September 14, 2019 to comply with the 
RTS. Judging from past experiences, not everyone 
will be ready by that time. 

Other markets have taken a more proactive 
approach on both a regulatory and industry level, 
and have seen an increase in Fintech registrations. 
For example, the UK’s CMA launched the OBIE in 
2016 to manage the national rollout and provide 
more stringent standards than the RTS. The CMA 
mandated the 9 largest banks to fund and develop 
frameworks for technical standards, including 
API infrastructures and more comprehensive 
rules related to security protections. This quick 
and organized response has contributed (despite 
Brexit) to the perception that the UK is one of 
the best places for innovation. As of 2018, the 
UK has 128 registered e-money institutions, 44 
PISPs, and 23 AISPs. In continental Europe, various 
payment-related entities came together to create 
The Berlin Group, an industry-led initiative to 
create pan-European technical standards to help 
markets prepare for the PSD2. Their NextGenPSD2 
Framework Version 1.0 was published on February 
8, 2018, more than a month before the RTS’ 
fi nalized version (March 13, 2018). 

Figure 4 Fintech Investments in Europe Source: FinTech Global
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Locations that have moved forward with clear 
PSD2 regulations are characterized by national 
cooperation among market actors, instead 
of having hubs competing for Fintechs.  Even 
before the PSD2 came into effect, Nordic banks 
were already discussing how to simplify data 
sharing with fi ntechs. The result is that many 
of the types of fi ntechs we see today are based 
on Nordic prototypes. There is generally more 
cooperation between banks and fi ntechs within the 
Scandinavian countries. For example, Denmark’s 
PSD2 implementation went live on the January 
1, 2018. Finland’s regulation did not expand on 
the PSD2’s minimum requirements, but they did 
add some of its member options. Norway was 
also able to meet the deadline, despite delays in 
fi nalizing their legislation, and Sweden is one of the 
16 countries cited in the EU’s 2018 transposition 
infringement proceedings. The Scandinavian bank 
Nordea is a prime example of Nordic early adoption 
of open banking. Nordea was one of the fi rst 
entities to see opportunities within open banking 
and created an open banking platform in Finland 
for developers (like Google Play or Apple Store), 
with over 2,500 developers testing their API. In 
2018, Nordea extended this platform to Sweden. 

Despite these trends, there are some national 
markets that are trying to position themselves 
as having the most attractive hubs. Countries 
such as Lithuania and Ireland are trying to boost 
collaboration by publishing less stringent PSD2 
regulations and creating favorable corporate tax 
structures. By creating lower regulatory barriers 
during implementation, these countries can court 
large and small tech companies, as well as the 
economic benefi ts that follow. For example, after 
the UK, Lithuania has the second highest number 
of registered Electronic Money Institutions (EMI), 
with 39. 

Google recently announced that it had received an 
EMI license from Lithuanian regulators, and Ireland 
also granted Google the same license in 2017. 
Recently, Google announced that it had been given 
PISP status in Ireland, which means they can provide 
payment initiation services in any EU market. 
Google has proactively stated their willingness to 
work with banks and not against them. In 2018, 
Apple Pay was available in Denmark, Finland, 
Germany, Ireland, the Isle of Man, Italy, Monaco, 
Norway, Russia, Sweden, Ukraine, the UK, and 
Vatican City.

PSD3: WHENEVER THERE’S A 
SEQUEL THERE’S ALWAYS THE 
CHANCE OF A TRILOGY 

Before the RTS was even published, there was 
already buzz about a PSD3. The idea behind PSD3 is 
to simplify the PSD2 and add some key information 
missing from the current regulation. Key milestones 
which will guide the necessity for a PSD3 include the 
enforcement of the RTS framework in September 
2019 and the European commission’s review of 
PSD2’s effect in 2021. Currently, PSD3 is merely a 
talking point amongst industry insiders and is to 
progress within the next three years.

CONCLUSION

The long, complicated history behind the PSD 
and PSD2 aside, the initiative is meant to improve 
competition and protect consumers. The sheer size 
of this undertaking, along with the hundreds of 
entities with their own perspective and interests, 
means that it’s going to take time to fully implement 
and create uniformity throughout the EU. While 
it was hoped that the PSD2 would have a more 
immediate effect, this has undoubtedly been diffi cult 
to bring to fruition. Large corporations, national 
governments, and especially fi ntechs have taken 
advantage of market opportunities but the majority 
of institutions are taking a minimal compliance 
approach. While the majority of consumers are 
unlikely to know what the PSD2 is, they have most 
likely experienced the proliferation of options 
within the realm of personal fi nance, SME lending, 
alternative credit scoring, account information, and 
savings and investment apps. Even though the PSD2 
didn’t have an immediate impact, effects are being 
felt and will continue to shape fi nancial markets 
for the foreseeable future. In markets, such as the 
Nordics, where implementation has been swift and 
collaboration with fi ntechs has been eagerly pursued, 
the benefi ts are being felt beyond a local level. These 
markets are the guinea pigs of the entire world, 
allowing other regions to study the impacts of open 
banking and apply that model to their own regions. 
Whether or not markets embrace PSD2 legislation, 
the genie cannot be put back in the bottle. Banks, 
payment service providers, governments, SMEs, and 
end users have gotten a taste of the PSD2’s benefi ts 
and drawbacks, and this is not something that will 
be going away anytime soon. 
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