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During the third quarter of 2023 the U. S. Faster Payments Council Financial Inclusion Work Group
fielded a survey that had been developed by its survey subgroup earlier in the year. The intent of
the survey was to measure the commercial and product features to better understand readiness
and preparation for faster payments solutions for financial inclusion. Respondents were asked to

categorize themselves into one of the following groups:

Financial Institution (FI) — banks, credit unions

2. Payment Provider (non-Fl) — entities which facilitate the use of payment networks and/or
provide consumer-facing payment methods

3. Business/Merchant — entities that initiate and/or accept consumer payments

4. Other - all entities who do not handle consumer payments

The survey questions were developed to assess industry status against “pain points” to financial
inclusion in faster payments that were identified in the U.S. Faster Payments Council’s "Faster

Payments and Financial Inclusion White Paper.”"

The survey was in the field for four weeks, deployed through numerous channels. At the end of the

period there were a total of 88 responses:

% Total
Category Responses Re
sponses
Financial Institution (Fl) — banks, credit unions 55 63%
Other - all entiti ho do not handl
er — all entities who do not handle 18 20%

consumer payments
Payment Provider (non-Fl) — entities which
facilitate the use of payment networks and/or 12 14%
provide consumer-facing payment methods
Busi s/Merchant — entities that initiat

usiness/Merchant - entities that initiate 3 2%

and/or accept consumer payments

Grand Total a8

With 63% of the responses from Fls, the analysis focuses on that segment? and related questions.
The questions discussed below are a subset of the full survey that is relevant to the segment (Fls)

on which the survey focused.
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Are you integrated with faster payments today? If no, are you planning to do so in the future?

Mot integrated with faster payments today,
and not planning to do so in the future

Integrated with
faster payments today

Not integrated with faster payments today, =172
but planning to do so in the future

A majority (56%) of the survey respondents are currently offering faster payments with an additional
35% planning to offer faster payments in the future. This indicates that the FI segment is highly
engaged in deploying faster payments, and consequently now is the time to increase awareness of

how to increase financial inclusion in deployed and planned products.

Are you charging fees for usage of a faster payments network?

Yes, to both

Yes, to payee

Yes, to payer

Fees paid by consumers to use a faster payment, as a sender or as a recipient, vary widely, starting
from zero with some Fls. 10% of respondent Fls are currently charging for both sending and
receiving an instant payment, with 23% indicating charging a fee to send and 13% indicating
charging a fee to receive. Fees to send bill payments using alternative non-bank payment methods
tend to be relatively high when compared to banks, with customers indicating that cash flow
constraints or trust may play a factor in their payment choice.? This may be an area of opportunity
for Fls to explore marketing their faster payment products as solving those issues. This marketplace

may also indicate what fees users are willing to pay for speed, transparency, and trust.
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Do you offer cross-border faster payments solutions?

MNo 22

Yes 8

Mo Response 1

22 of 31 financial institutions respondents indicated that they do not offer cross-border faster
payment solutions. The U.S. Faster Payments Council’s “Financial Inclusion for Cross-Border
Remittances and Bill Payment”* deliverable identifies speed of payment as a pain point associated
with banking the influences underserved households. Typically, cross-border payments that do not
leverage faster payments result in delayed payments to recipients who do not reside in the United
States; in addition, such payments may be difficult to track for those who do not have a bank
account. There are many fintechs currently innovating on a global scale to fill the gap in cross-
border faster payment solutions as indicated in the above graphic. As adoption rates for U.S. instant
payment rails within the United States progress, this trend may follow suit for payments in and out
of U.S. borders, U.S.-based instant payment solutions are baked into innovations for cross-border

payments.

Are there fees consumers may incur when using an account set up for faster payments?

16% 10%

Mo Account Fees Owerdraft / NSF Fes Per Transaction Fees
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42% of respondent Fls indicate that they do not charge fees for accounts with instant payments
with 16% indicating fees for overdraft and 10% indicating fees on a per transaction basis. Fees may
lead to fewer people utilizing bank accounts®, especially if they do not understand how and when
fees are assessed. Confusion may also arise when customers do not know their bank balance, with
43% of customers who were assessed an overdraft fee report being “surprised” by the fee?,
potentially leading to an overdraft. Faster payments may be able to help alleviate some of these
issues as customers become more confident that the balance they see is inclusive of all transactions
and that there are fewer transactions that still need to settle.

In what situations do you confirm with your customers their intention to send payment?

We do not confirm with customers their intent

to send a payment - ]

N/A - We are a receive only institution at the

present time -

N/A - Unknown - We are doing testing and

validation -

If the typical transaction range of amounts

used with this recipient varies widely _

If the recipient has not been used before, not

used in a long time, or used outside of its... _

If a recent transaction to the same recipient for

the same amount was recently ordered _

Every transaction -

0 2 4 6 8 10
Response Count

No response

Survey results show that transaction activity and user history are common inputs to financial
institutions’ decisioning on whether or not to confirm with customers their intent to send a payment
prior to transaction initiation. Scenarios with a unique recipient amongst identifiable transaction
patterns or scenarios with a new recipient prompt a pre-transaction confirmation for nine of 31
institutions. For some Fls, scenarios with a high degree of variability in transaction amount prompt
a pre-transaction confirmation. For others, scenarios where transaction orders for the same
recipient and same amount as a recent transaction prompt a confirmation query. These results
demonstrate that a multitude of methods are undertaken to protect customers against ‘fat
fingering’ or mistakenly duplicating transaction orders — protections which serve a particular benefit

amidst the irrevocability of instant payments.
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Does your product allow users to request return of funds lost due to authorized transaction
fraud?

- 19% ® Mo response

36% | don't know

61%
42% = o

LI =

3%

One aspect of trust is a sender knowing that, in case of fraud, the sender can request the funds to
be returned. In the case of authorized transaction fraud, fewer than half (42%) of the respondents

who offer faster payments indicated they offer the ability to request a refund in this case.

Does your product require biometric information for authentication?

589 | don't know

19% 81% = No

L =13

Biometric authentication usage indicates whether an Fl's products, like mobile banking apps or
online banking platforms, require customers to utilize their unique biological traits (e.g., fingerprint

authentication or face recognition) for verification purposes during access.

e 58% of Fls do not require biometric information for authentication within their products.

e 23% of Fls use biometric authentication.

e 19% of Fls were unsure whether their products utilized biometric authentication.
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That 58% do not use biometrics could be considered a positive thing in the context of the
conversation around financial inclusion, as it reduces potential barriers to using these products for
those who may not have smartphones or devices with the necessary biometric capabilities. The 23%
of financial institutions requiring biometric authentication could potentially exclude individuals
lacking access to the necessary technology or facing concerns about data privacy related to

biometrics.

It is noteworthy that a significant portion (19%) of Fls were unsure about their own products'
biometric usage, investigating the causes behind the high number of unsure responses could reveal
issues with internal communication or lack of awareness within Fls, potentially impacting customer

experiences.

How is your brand building trust with consumers using the platform?

Offering T&(Cs in different languages [l
Clear and simple messaging on how... NN
Two-factor authentication for each... || IEEGNNINNGEGEGEGEGEGEEE
Biometric authentication for each... | EGzNNG
End-user protections to safeguard... NN
Immediate access to funds for recipient [N
Offering fee free deposits,... INNINININGNTGNGGG
MNotification to senders that the... | IEINEGIGIGINGGEEEEEEEEE
o 2 4 6 8 10 12 14 16 18

The response options for building trust with consumers mirror issues identified by the FPC's

Financial Inclusion Work Group as steps to build trust.

¢ Quick access to funds was widely reported.

e Access to the terms and conditions in languages other than English was reported by just one
respondent, 5% of the sample. This suggests that more can be done to reach and to build
trust among consumers whose primary language is not English.

e Two factor authentication on a per transaction basis was reported to be used by just over
half of respondents (55%). This matters for financial inclusion because cash-strapped
households are more likely to be unable to absorb losses from a fraudulent transfer and may
suffer harm due to budget disruption even when they have a right to a return of stolen funds.
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The results also show that most financial institution respondents believe that their messaging about
faster payment services and fees is clear and simple, and that 72% inform the sender when the
recipient has received the funds. The trust question also asked about required biometrics, and end
user protections to safeguard against financial or other losses, topics addressed specifically by

other survey question that are discussed above.

What capabilities do you offer to ensure customers are made whole from mistakes? (select all
that apply)

Proactively working to imit mistakes and fraud
pccurrences by monitoring and responding to
mistake rates across customer s2gments

Provide dispute resolution processes and
potentially an indemnity for losses from mistakes

Allow recipients to voluntarily return funds

Give end users the opportunity to review and
confirm a payment order

Allowing legitimate senders to request return of
funds sent due to fraud

Allowing legitimate senders to request return of
funds sent in error

Not surprisingly, allowing senders to ask for the recipient to voluntarily return funds is the most
offered option for helping customers to be made whole from mistakes. Particularly interesting is the
second-most-chosen option, providing and dispute resolution process and potentially an indemnity
for losses from mistakes: this suggests many Fls understand the importance of such options, both

for building a more attractive product and in the anticipation of regulatory scrutiny.
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Does your product allow users to request return of funds lost due to authorized transaction
fraud?

= Mo response

| don't know

36%
61%

m Mo

A42%

nYes

3%

Authorized transaction fraud is a problem that any successful faster payment solution will need to
address. The fact that 42% of Fl survey respondents are currently doing so indicates a reasonably
wide awareness of this point. However, the fact that more than a third (36%) of survey respondents
did not know if their products address the problem suggests the degree to which awareness needs
to be increased.

Conclusion

Financial inclusion in faster payments requires more than just an available product. Financially
inclusive products must build trust, make user costs transparent, be usable and affordable with or
without a bank account, have strong security for money and data, be designed to prevent mistakes
and provide remedies for losses from fraud and mistakes. Faster payments designed to be safe and

affordable can contribute to increased financial inclusion.

It is early days for faster payments in the United States, so it is not unreasonable to expect the
deployment of financially inclusive products to reflect that. And this, in general, is what the survey
results reflect: while the vast majority of responding Fls currently offer or plan to offer faster
payments, the degree to which products address inclusion “pain points” varies.

The results show that while some progress has been made in addressing the factors needed to
make faster payments financially inclusive, work remains to be done if most faster payment products
are to be financially inclusive. Understanding what needs to be done and the size of gaps are key
points to take away from the survey results.
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About the Financial Inclusion Work Group
The U.S. Faster Payments Council established the Financial Inclusion Work Group in early 2021 with
the mission to provide a blueprint for leveraging faster payments to accelerate access to the

financial system for unbanked and underserved Americans.

About the U.S. Faster Payments Council

The U.S. Faster Payments Council (FPC) is an industry-led membership organization whose vision is
a world-class payment system where Americans can safely and securely pay anyone, anywhere, at
any time and with near-immediate funds availability. By design, the FPC encourages a diverse

range of perspectives and is open to all U.S. stakeholders.
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