
With the global economic crisis creating a ‘new norm’ for 
businesses, China is looking to its domestic market in order to 
stabilise its own economy. The payments transformation in China is 
a key factor in supporting this approach. One of the components of 
this strategy is to improve the processing of retail payments, which 

In June 2011, the Hong Kong Monetary Authority (HKMA) issued a circular 
requiring local banks to improve security on ATM withdrawals to better protect 
consumers. This move has seen the introduction of Chip and Pin technology 
into the Hong Kong payments ecosystem. However, this technology is not 
new; the UK, for example, introduced the technology in 2004. 

One of the effects of Chip and Pin is to improve consumer and merchant 
confidence in the payments ecosystem, an initial step in the adoption of 
further payment mechanisms. For Hong Kong, AIs are required to have 
implemented Chip and Pin capability in their ATM network from February 
2013; they should enable the function for Chip based cards by March 2013.

As well as looking at the point of consumer interaction, banks are required 
to assist in improving the payments efficiencies within the clearing 

offer consumers more convenience and cost-effective ways to pay. 
This approach is seeing an increase across the country in initiatives 
and investment in the principles and technologies that will promote 
consumer spending and maintain retail liquidity.

process. More recently, the HKMA has made three further announcements 
all designed to improve the consumer’s interaction with the payments 
environment:

• Improved clearing for RTGS  – now three times a day – which will   
 assist consumers in transferring funds more quickly between banks

• Improved cross-border clearing of RMB through the eBilling solution  
 – increasing the convenience for Chinese consumers to buy and sell   
 goods across the border

• Guidance and direction on forming a legislative framework for   
 retail payments – providing consumers with greater protection when   
 performing payments in the SAR.

By now, it should be clear that the center of the 
payments universe is unmistakably moving east. The 
facts are undeniable: in 2010 alone, Asia’s share of 
global payment transaction volumes on general 
purchasing cards increased from 26 percent to 31 
percent. And by 2015, Asia’s purchasing volume is 
expected to be double that of the United States.From emerging to leadingIn part, this massive shift reflects the changes underway 

across Asia. Population growth – while moderated –
continues to spike, meaning more people and therefore 
more transactions. Much of Asia (China in particular) is 
also experiencing increasing levels of affluence and a 
growing middle class which leads to higher levels of 
consumerism and greater household liquidity. Rapid 
urbanization is also catalyzing transaction volumes as 
more people move into cities and start paying for everything from rent to transportation. 

But much can also be said of the impact of mobile on the 
payments ecosystem. Asia’s consumers and businesses 
already enjoy widespread access to the newest mobile 
devices and – with device prices continuing to fall – these 
innovations are increasingly being snatched up by even 
the poorest of citizens. Mobile has also led to greater use of micropayments as 
new app-wielding citizens start to consume services and products in ‘bite 
sized’ pieces (one renminbi, for example, can buy a 
farmer access to local weather forecasts or a thermometer from online auction house Alibaba.com). In 
turn, this is placing increasing upwards pressure on 
transaction volumes.  
Policy drives changeOf course, governments have also played a key role in 
driving the growth of payment transactions in Asia. 
China’s leadership, for example, has prioritized payments, 
outsourcing and cloud computing in the most recent Five 
Year Plan, thereby encouraging the development of the 
payments ecosystem.Interestingly (and in stark contrast to most western 
governments), China sees the development of their 
mobile network as a critical infrastructure play – more 
important in many ways than the building of roads, rails or 
ports – and have therefore invested heavily to ensure that 
mobile solutions are available to all of their 1.8 billion 
people. 

Clearly, China’s leadership recognizes that a functioning, 
efficient and secure payments system is key to maintaining 
growth. Indeed, as the Governor of the People’s Bank of 
China, Zhou Xiaochuan, noted, “The extensive development of China’s payment system in recent years, 
and its safe and efficient operation, has effectively 
supported and promoted economic and social development 
for the country.”

Sprinting down the roadGiven the rapid (and seemingly sustainable) pace of 
change in the east, it should come as no surprise that the 
payments sector in Asia is on the verge of leapfrogging 
their peers in the west. Indeed, with little to no ‘legacy’ 
infrastructure to upgrade, many of Asia’s leading payments 
organizations have found themselves well placed to take 
immediate advantage of the latest systems and technologies. 

What is more, Asian payments participants have quickly 
turned challenge into advantage: Asia’s higher transaction 
volumes have led to lower costs for customers, even while 
the region’s rapid adoption of mobile has pushed payments 
infrastructure out to the most remote of villages.  The bottom line is that the agenda of the global payments 

industry is now largely being driven by the east and – if 
foreign players are not quick to assess the impact of this 
tectonic shift – they may find themselves struggling to 
compete in this bold new world. 

As China looks to redefine its payments industry, many 
organisations – both domestic and global – are keenly 
monitoring what is soon to be the world’s largest 
payments market. Indeed, the real question today is 
not whether China will modernise their payments 
environment, but rather how local and global players 
can take advantage of the opportunities that are now 
emerging. 

An ecosystem evolutionOver the past few years, it has become increasingly 
apparent that China is determined to transform their 
payments industry. The clearest indication comes from the 
Chinese government itself, which, in the 12th Five-Year 
Plan, has made the payments industry a high priority. 

A Tectonic Shift:China as a payments superpower 
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Improving existing payments processing will certainly 
assist in promoting swifter payments to be performed, 
but initiatives are also underway to deliver new ways 
for the consumer to transact.

Both domestic and international ecosystem 
participants are looking at the Hong Kong and China 
markets as ‘test beds’ for new ways to pay for future 
expansion. Paypal is currently rolling out their solution 
for accepting credit cards that utilises the capability 
of mobile to deliver truly flexible merchant payment 
services in Hong Kong. ‘Paypal Here’ is a credit 
transacting solution akin to the 
Square solution that uses Paypal’s 
infrastructure to perform payments.

For China, mobile based 
payments are definitely seen 
as a key platform and a means 
to providing flexibility and 
convenience to consumers. 
A key differentiator for mobile payments is how the 
technology opens up the payments process to value 
added features such as discount schemes, targeted 
marketing initiatives and loyalty approaches. While 
mobile payments can take many forms, Near Field 
Communications (NFC) is viewed as a key enabler for 
providing convenience to consumers.
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The development of 
clearing systems across 

China, including Hong 
Kong, is accelerating as a 

direct consequence of the 
payments transformation.

We will continue to see developments 
and improvements in the payment 
space such as the eventual move 

away from cash based transactions 
for consumer spending.

Earlier this year, the HKMA 
initiated an investigation into 
NFC operating models and the 
anticipated results will provide 
the government with a view 
on how these services can be 
delivered and operated.

In China, UnionPay has defined a standard for NFC interoperation that is aligned to the global 
standard. This highlights China’s desire to integrate with the global payments market, which 
has the support of the PBOC.

It is important to remember that 
NFC is not just a payment solution; 

it provides a channel on the mobile 
platform for secure information 

interchange that can be expanded 
to multiple industries. However, from 

a consumer awareness perspective, 
payments is likely to be the initial adopter.

From a payments perspective, we live in interesting times and over the next two to three 
years, we will continue to see developments and improvements in the payment space such as 
the eventual move away from cash based transactions for consumer spending. While this will 
not be a quick transition, the process of change has already begun and for existing players 
in the payments ecosystem who are not yet embracing new technologies, whether they are 
consumers, merchants, banks or payments processors – the message is simply ‘be aware’.

In China, there has also been a number of recent 
changes in the approach to providing consumers with 
improved efficiencies and quality in the consumer 
payments space:

• The China International Payment System (CIPS),  
 which was announced earlier this year, is designed  
 to promote and enable  
 the RMB as an   
 international   
 currency with  
 easier cross-  
 border  
 settlement for  
 consumers  
 and   
 businesses  
 alike. Its development is of great interest to both 
 Chinese domestic and international ecosystem   
 participants alike, and we will continue to monitor   
 how the government will design the solution and   
 ultimately rollout the service.

• In the last year, the PBOC has been preparing for the roll-out  
 of their China National Advanced Payment System (CNAPS) 
 i.e. the large-scale delivery of CNAPS2 into production. This  
 will significantly improve the consumer experience as  
 faster interbank transfers become available on the platform  
 – a core competency for any effective clearing solution. 

The development of clearing systems across China, 
including Hong Kong, is 
accelerating as a direct 

consequence of the payments 
transformation, which is occurring 

globally. The need for the clearing 
systems to be efficient and 

cost-effective is to support the 
anticipated explosion in electronic 

payments that is predicted for the 
market. The level of investment being made and 
rapid timelines involved could indicate that there 
is a concern amongst financial institutions on 
their ability to cope with the potential surge.
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As part of our commitment 
to the development of the 

Payments industry, we will 
be providing the ‘Payments 

Transformation Quarterly 
Business Update’. If you 

would like to continue 
receive these updates 
or have any questions 

regarding the information 
provided, please contact:
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