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What is PSD2? 

PSD2 is a European Directive that will become law in Europe in 2017. The legislation is designed to introduce 

choice to the payments markets, but it will also have a surprisingly deep and disruptive impact in the 
customer experience of financial services and across the consumer financial services (FS) market in general.  

In fact HM Treasury are keen to get things going much more quickly so that UK firms have first mover 
advantage, something they are pursuing through the Open Banking Standard.  

Why should you care? 

Banks are concerned about PSD2 because it will require a lot of investment to open their APIs, potentially 

reduce their existing revenue streams through disintermediation and introduce a whole wave of competitors. 

However there is opportunity for banks and other third parties that respond early to defend their positions and 
gain rapid advantage. Those who don’t proactively prepare may quickly find themselves bearing the brunt of the 

change, whilst others will benefit. 

PSD2 is a European initiative, what about Brexit ? 

At this point hard to call. However PSD2  will be implemented before any Brexit actually occurs, and unless we 

return to a barter economy, it’s difficult to see how we in the UK could run a monolithic ‘closed bank’ in a 
continent of Open Banks and, as mentioned earlier, the treasury are keen for British financial services to be first 

off the mark to start developing those innovative services.  

We also see that Fintech wannabe banks such as Mondo have launched with Open APIs, and although a tiddler 

at the moment the potential is evident. It’s also difficult to see how the lid is going to be put back on a box that 
simply reflects the tech/consumer zeitgeist.     

What will actually change? 

When a customer buys something online, they typically enter their payment details into a merchants website. 
The merchant then gets the money from the bank account via intermediaries. PSD2 enables retailers to ‘ask’ 

consumers for permission to directly access and use their bank details. Once given permission, the retailer will 
receive the payment directly from the bank – no intermediaries. That seems straightforward. But the real 

disruptor here lies in the direct connection between retailers and the banks that will be enabled using an API. 

This will enable innovative companies to connect to financial institutions directly and with their permission, 
directly access customers accounts. 
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How will this disrupt the status quo? 

Customers who are multi-banked – e.g. have accounts and products (of any sort) with different banks 

currently have to access each banks website separately. But PSD2 introduces a whole new category of service 
provider called Account Information Service Providers or AISPs.  

These wont necessarily be banks and will be able to provide a customer experience service that will allow the 

consumer to view all of their multi-bank details in one place.  

PSD2 won’t simply enable a Mint-like aggregator proposition (Mint scrapes customer accounts to aggregate 

data), this is more profound and interesting because it means that new AISPs (who can be any third party who 
can authenticate a customer) can consolidate account information in one place and acquire insightful data about 

the customer. 

If they have a preexisting relationship with a customer then AISPs will have a great start – so Facebook, Google, 

Apple, Paypal, Money Supermarket, Compare the Market etc will all be planning to take advantage of this 
opportunity. Of course PSD2 will offer lucrative cross selling for these new providers, and opportunities for any 

bank to attempt to dis-intermediate another by providing a really attractive AISP so that they become the AISP 
of choice. In fact and Challenger Banks such as Starling and Fin Techs such as Oak have already announced they 

are positioning themselves to take advantage of Open Banking. 

In 2016, we know that the single most important factor that will determine which AISP the customer will choose 

will be the experience that that AISP provides, and the convenience with which it is delivered. We expect many 
AISPs to be mobilised and delivered via an app. 

What will be the rate of change? 

The proposals within PSD2 were officially endorsed by the European Union member states in December 2015. 
Member states now have 2 years to introduce the changes into their own national laws as mentioned earlier HM 

Treasury are keen to get things going much more quickly so that UK firms have first mover advantage, 
something they are pursuing through the Open Banking Standard. 

Summary and Next Steps 
Third party access to accounts (XS2A), the use of APIs to connect merchants and the bank directly and the 
ability to consolidate account information in a single portal will disrupt payment services in Europe. 

Innovative companies will be eager to occupy this space and respond to the frustrations that consumer’s 

experience with existing providers.  

The challenge will be to define, design and build an AISP experience that will encourage consumers to embrace 

the new services. Meeting customer’s expectations of assistive technologies and offering clear advantage and 

convenience that goes way beyond simple aggregation of account information will achieve this. It must also 
meet the requirements of the European regulatory bodies.  At the same time newcomers to the market must 
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ensure that the highest levels of security are implemented – they will be handling customer payments and have 

access to customer accounts.  

Established FS players (such as the banks) who have so much to lose but also much to gain have a notable 

advantage over newcomers. They have the relationships, they are household names, and notwithstanding the 
odd blip, are relatively well trusted. However, they will have to move quickly to keep this advantage. 

   

Can you help us? 

cxpartners have followed the emergence of the PSD2 initiative closely. We 

understand the disruptive impact this will have on banks, the strategy that 
banks and other third parties are likely to take to leverage the opportunity 

and to defend their very real vulnerabilities.  

We also understand that innovation in digital customer experience is key to 

seizing opportunity and managing risk. cxpartners are defining, designing 
and developing the AISP experience that will enable our customers to hit the 

ground running before this becomes a legal necessity. 

We would welcome your opinion and feedback on this topic to help 
us develop a wider picture of how organisations feel about PSD2, 
AISPs and the Open Banking Standard. 

Please contact Mark at Mark.Hicks@cxpartners.co.uk  
or call 01234 567 890 for more information. 
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