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We are now a few months away from the deployment of ISO 20022 for
SWIFT starting November, 2022. It is a good time to take stock of the
project, handling of potential pitfalls and the conversion of Opportunities
into Profits.
This paper provides a brief introduction of the benefits of ISO, that its migration is accelerating and key points to look at when
the review is done.
We explain in the paper that there are a number of ISO 20022 initiatives that are underway. It will be good to make the best of
the project in hand but also to utilise the learnings for the ones that follow. And these need not be necessarily new projects but
upgrades to the later versions of ISO 20022, as is the case with SEPA where it was first widely implemented February 1st, 2014.

Why ISO 20022?
ISO 20022 has been around for a while now, with the first
major use of it having been the implementation within SEPA
of the EPC SCT and SDD schemes. Payments processing is a
big numbers game – processing massive numbers of
transactions, and communicating it all with participants,
including banks, automated clearing houses, cards
institutions, acquirers, and issuers. In the early days much of
this information was exchanged on physical devices with
limited storage capacity, which, due to, amongst others,
transportation costs and processing time per device,
resulted in standards to match. As there was no major
international exchange, each domestic market developed
its own standards to optimize local transaction exchange,
with SWIFT setting the international standards with their
SWIFT MT messages.

With the rise of the internet and greater availability of
reliable high speed data connections, the need to limit the
size of payment transactions reduced. The use of XML
delivered two big advantages. Firstly, as it is a Tag-based
format, it provides great flexibility on the size of the content
within such a ‘Tag’. Secondly, as a much more visual format,
where the names of the tags describe the contents, it
provides better human readability.
In 2004/2005, when the EPC started to create new SEPA
schemes for Credit Transfer and Direct Debit, ISO 20022 was
selected as the underlying format, with SWIFT supporting
the EPC in refining those standards to the needs of those
SEPA schemes. From there onwards, you could say the rest
was history.

After a Delay, The Migration is Accelerating
Fast forward to 2022 and we see that the landscape has
changed a lot from the early SEPA adoption of the ISO 20022
standard. Previously, most of the implementations were
focused on domestic low-value implementations, but by
2019 big changes were on the horizon. High Value payment
systems in the United States, the United Kingdom, the
European Union, and others planned to migrate to ISO
20022. SWIFT too is moving from SWIFT MT to ISO 20022 for
their international networks.

existing messages are changed, opening new usage
possibilities. SEPA messages first released in 2006, have
already been updated to the 2009 version of ISO 20022.
Today the SEPA schemes are updating their messages to the
2019 release of the messages, the latest version.

Among Covid-19 many impacts were the delay it caused to
some of these ISO 20022 migrations, e.g., SWIFT delayed the
migration from end of 2021 to end of 2022. However, the
delays have provided extra time to help some of the players
make the necessary adjustments, to ensure that the
payments backbones of the world will keep functioning and
the migration will happen without the bank’s customers
noticing it.
Another big step we see, is that the SEPA schemes are
updating their message versions. Each year there is a
maintenance cycle on the ISO 20022 standards and
depending on requirements new messages are created or
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Besides changes in SWIFT from MT to MX, ISO changes are happening within SEPA, the systems of central banks of the UK, USA and at the ECB

More Complex Than It Seems
The implementation of new standards always takes effort,
so what makes ISO 20022 different? The phrase “mission
critical” is often overused, but in payments processing, there
is hardly any tolerance for failure. Consider what happens to
business if Point-of-Sale (POS) terminals are inoperable for
more than an hour, or to consumers if ATMs are out of
order. Payments are more and more 24*7 and real time.
What happens if salary payments arrive a day late? Not only
the employer is faced with complaints, also the service
desks of the banks will get a lot of phone calls, mails or chat
messages.
The implications go far beyond inconvenience, a domino
effect can occur; many other payments might fail, customers
could become overdrawn, and the banks reputation can be
damaged. In the UK in 2018, the Treasury Committee
launched an investigation after a series of IT failures.
Migrations can be challenging, hence picking the correct
time and extensive testing are crucial. The testing needs to
include both functional and non-functional testing, for all
payment messages and by all payments systems
participants; this can easily take up to six months to
complete.
The deployment of ISO 20022 is complex and time
consuming. If we look at a single bank, we see that there is a
lot involved in providing ISO 20022 payment capabilities for
corporates. The complexity is multiplied with not only the
bigger corporate clients exchanging their payment and
reporting files with their bank(s) but also many MSME
organizations using software to exchange payments.
Even more and more private individuals use apps on their
smart phone or PC to process and initiate payments. To get
a full STP process all systems and parties need to “speak:
the same language, read: the same ISO 20022 version”.
The bank will need to either be mapped to the ISO 20022
standard or will need to fully replace the old standard by
ISO2022. And also, for reporting incoming transactions to
the corporates specific corporate formats are used. With the
ISO 20022 standards offering the possibility of extended
space for data and new fields that previously did not exists,
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the onus is on the bank to transfer all relevant information
to the receiver of the transactions. And it is not only the
external communication with the clients and with other
banks, also a lot of internal systems may need to be
adjusted. Payments has for banks relations with many other
processes like balance check, compliance and fraud. These
subsystems will need the full set of data, but if current
formats are not supporting this increased set of data, new
solutions must be found.

" The implications go far beyond
inconvenience, a domino effect
can occur; many other payments
might fail, customers could
become overdrawn, and the
banks reputation can be
damaged"

Avoiding the Pitfalls
Based on our experience with the SEPA migration, we have
identified three potential pitfalls when implementing the ISO
20022 standards.

Only looking at a short-term solution
ISO 20022 is here to stay, but that doesn't mean that there
won't be any new standards or changes in the future. So,
your solution needs to be able to handle any changes in
formats. Not only will this future proof your organisation but
it will also provide you with new opportunities and more
flexibility for future implementations.
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Not only will this future proof your organisation but it will
also provide you with new opportunities and more flexibility
for future implementations. With SEPA some banks decided
that, since it started at low volumes, there was no need for a
full change of systems.
However, as volumes increased in later phases of the rollout, the short-term solutions needed to be replaced by
longer term solutions. As the saying goes – measure twice,
cut once.

Only looking at the format
requirements
ISO 20022 implementation indeed is about the format, but
the payments market is quickly evolving. Real-time
Payments, Request to Pay and Open Banking are just some
of the recent changes we have seen. And banks wanting to
be part of these new opportunities will again need to adjust
their systems.
Also, the digitization of financial services continues to
accelerate, including 24/7 availability and instant processing.
The biggest adjustments needed to support these changes
are in the back-office. The implementation of ISO 20022, as a
flexible structure, gives opportunities for preparing for these
and other new initiatives, and so it is crucial to take a wider
view when planning for the changes.

Just implementing the clearing
specific version
As an open standard, ISO 20022 allows for many different
implementations, and as we have seen before, it comes in
different versions. With each new standard publication, the
version number inside of the messages is increasing i.e.,
pacs.008.001.02 to pacs.008.001.05 or pacs.008.001.10, with
the last two digits marking the version number. Different
clearings will be using different versions of these messages.
And, as we see in SEPA, existing solutions may decide to
move to a newer version. Flexibility is the key. Flexibility to
change the requirements on contents for some fields.
Flexibility to change the location of some fields (for example
in pacs.002 the change of party types like Debtor and
Creditor received a subfield Party or Agent, thereby change
location of fields within).
Flexibility to add new fields in existing structures, e.g., proxy
information in Debtor and Creditor fields. And Flexibility to
add new structures, such as Mandate related information in
pacs.008.
Even more flexibility can be applied by using the
supplementary information, where full XML-structures can
be included, like the Berlin Group initiative on Cards related
data in payments messages.

Turning Opportunities into Profits
Looking at the possibilities that ISO 20022 is offering, as well as the work currently on-going in the payment’s
community, we have identified four opportunities that could turn the ISO 20022 migration project into profits.

Focusing on more than just payments messages
There are many different groups of messages: Payments,
Securities, Trade Services, Cards, and FX being the main
domains. When implementing a Payments solution in ISO
20022 as a stand-alone project within the organization, you
may miss out on potential synergies. ISO 20022 standards
use a standardized business model and a standardized way
of building messages out of that business model.
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By looking beyond their own business area an organization
can reap the benefits of existing implementations in other
parts of the organization. This may result in better
implementation strategies than planned or implemented in
the own business area. It could even lead to a joint
implementation over different business areas.
Big Data and the related data warehouse are just one of the
examples where an organization may find these kinds of
synergies.
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Using new options to improve
payment flow
With the development of ISO 20022 standards, new
opportunities opened. On the SWIFT network with the move
from SWIFT MT to ISO 20022, new rules and guidelines were
needed. In the SWIFT community the development of Crossborder Payment and Reporting Plus (CBPR+) was developed.
These rules specify which parts of the standard should be
used in what way.
On top of that SWIFT has started to develop the Global
Payments Innovation (GPI) which helps improve the
reliability of payment by providing extra tracking and tracing
options, which can improve the Straight Through Processing
rates, and provide better transparency on the status and
progress of the payment.

Enhanced remittance information
Both in the SWIFT MT standards as well as in most local
standards before ISO 20022, there was limited room for
remittance information. For MT-messages this was limited to
4 times 35 characters but in local standards it could even be
limited to 20 characters or less. With ISO 20022 a single
occurrence of unstructured remittance information is 140
characters long, the same as in the MT-messages, but here
multiple occurrences are possible.
A new option of structured remittance information has
been introduced, with options like the Referred Document
Information and Amount or the Creditor Reference
Information. And it is also possible with Related Remittance
Information to refer to an external document that contains
the remittance information.
For businesses it is therefore essential to take part not only
in the development of the standards, but also in the
implementation of them.

Create benefits for client

" From a client perspective
there is a great benefit for
standard interfaces. With the
development of ISO 20022
standards, new opportunities
opened."
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The ISO 20022 interfaces are being developed end-to-end,
which includes format specifications for clients. For all types
of client’s payments is not process as such but part of wider
activities. As the standards are worldwide, many different
options are being introduced inside the formats, including
the option to use different XML-formats inside the ISO
20022 messages as Supplementary Information.
From a client perspective there is a great benefit for
standard interfaces, even if a client is not aware of it. Not
only for corporate clients in their multi bank environment or
further processing of payments in their account payable or
receivable systems.
For clients a payment is not an independent activity but can
be part of much wider event far beyond payments or even a
direct financial interaction. The information connected with
the payment should be usable for the client.
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In Conclusion:
From a bank’s perspective , ISO 20022 can be a catalyst
to progress core payments becoming a commodity, as
we have heard for many years.
Should the banks choose to take this path, they should
make an effort to standardize the client interface and, where
possible, make a joint effort with other banks, to free up
capacity from dealing with specific interfaces to other areas
in banking where the bank can stand out and provide
additional value to its corporates.
For banks choosing to differentiate by providing a
differentiated payment solution to its customers taking into
account the flexibility of the ISO 20022 solution, there is a
need to support their customers in making their processes
ISO 20022 ready through sharing of best practices and
guidance from the bank.
While this may be a bit more costly than a standard
interface, there would be an additional value provided to its
corporates immediately that could provide more
opportunities for the bank in the future.
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