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European Payment Initiative:
Redefining the Future
of Payments




European Payments Initiative (EPI) has made a
significant impact on the European payments
landscape. A consortium of 16 European banks
and financial services providers have joined
forces with a common goal to offer
pan-European instant payments targeting P2P,
P2Pro, e-commerce and m-commerce
segments cutting across both retail and
wholesale banking business lines. EPIl aims to
replace cash, improve payment traceability and
enable seamless payments through a
standardized and secure mechanism, such as
scanning a QR code or using a phone number
from a contact list.

Benefits across the payment value chain:

Merchants and online retailers benefit from increased conversion
rates and embedded finance options, including customer loyalty
programs and buy now, pay later (BNPL) services.

Customers enjoy 24/7 payment access with fewer touchpoints
leading to reduced queing times at checkout counters.

Banks can potentially lower fees compared to existing card-based

payment system.

Why is it the correct time to introduce digital
wallets in European Union (EU)?

According to International
Telecommunication Union (ITU), 95% of
Europeans own a mobile device and 91% of
them have internet. A 2023 Eurostat report
indicates that 70% of individuals aged 16 to
74 in the EU purchase online, with the
Netherlands, Denmark and Sweden leading
the way in e-commerce adoption.

Percentage of individuals owning a mobile phone and using the Internet, 2024
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Chart 1: Percentage of individuals owning a
mobile phone and using the Internet, 2024

A 2024 European Central Bank survey revealed
that while cash remains the most widely
accepted payment method, online and mobile
payments have seen the most significant
growth, increasing by 23.33% between 2021 and
2024. Factors such as age, income and
education influenced customer payment
preferences yet the overall shift toward digital
payments is evident.

Acceptance of various payment instruments, euro area, 2021-24
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Chart 2: Acceptance of various
payment instruments, euro area, 2024



Chart 3: Preferred payment instrument by country

Preferred payment instrument by country
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Similarly, in the breakdown of recurring payments by the above preferred payment instrument chart
shows that buyers are increasingly opting for cashless payments. However, the payment methods
chosen for recurring payments differ significantly from those used at POS terminals. Direct debits
and credit transfers are preferred over cards or cash for these types of transactions.

Breakdown of recurring payments by payment instrument
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Chart 4: Breakdown of recurring payments by payment instrument

Key insights on digital wallet adoption:

Preference shift: Customers aged 16 to 74 are increasingly favoring cards and mobile
payments over traditional methods.

Latent need for "Value Added Service’: Consumers are seeking greater control over their
spending, making features like budgeting tools essential.

Payment security and scheme longevity: Tokenization and Strong Customer
Authentication (SCA) are enhancing the security of digital wallets.

Sustainability impact (ESG): Digital payments reduce the need for physical cash and
plastic cards, leading to lower production costs and less environmental waste.



How is EPI shaping up and what are the next steps?

Since its launch, EPI has enrolled more than 14 million users and processed over 8 million transactions.
Initially focused on P2P payments, EPI plans to expand to P2Pro transactions for professionals, such as
fitness coaches and babysitters, followed by support for e-commerce and m-commerce transactions. In
the long term, EPI will introduce value-added services like loyalty programs and budgeting tools.

What new functionality are offered by EPI?
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This service functions like a direct debit between banks, available 24/7 at no additional cost. It also
provides users with a real-time overview of their account balance and spending, ensuring secure and
convenient payment management.

e
What are the challenges being faced by EPI?

The journey toward EPI maturing into a truly pan-European scheme will take time. Here are some of
the key challenges:

Limited adoption: Currently, EPI has only 16 participating Banks and Fls, while the EU
boasts over 898 significant banks and 2,627 SEPA Instant Credit Transfer (SCTInst)
participants. Expanding participation and ensuring interoperability with local schemes is
crucial for widespread adoption.
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High-value transactions: EPI is focused on low-value payments at the moment. However,
as demand grows, it may need to accommodate higher-value transactions, potentially up
to €100,000 or more, similar to SEPA Credit Transfer (SCT) and SEPA Direct Debit (SDD)
schemes.

@

Interoperability issues: Europe has 65 different real-time payment schemes, leading to
fragmentation. Standardizing QR codes for mobile-initiated SEPA instant credit transfers
is essential to ensure seamless transactions.

Cross-border payments: While EPI supports EU-wide transactions, global interoperability
remains a challenge. Initiatives like Immediate Cross-Border Payments (IXB) and Bank for
International Settlements’ (BIS) Project Nexus aim to bridge gaps between international
instant payment systems.
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The future of digital wallets:

EPI currently supports P2P payments, in-store purchases, online payments and bill payments.
However, additional use cases such as ATM withdrawals, card integration, QR code payments at POS
terminals and automated mobility solutions still need to be addressed.

Requlatory bodies are aiming for 100% straight-through processing (STP) in payments to enhance
economic stability. Digital wallets, enabled by technologies like tokenization, passkeys and strong
encryption, help achieve this by enabling secure, real-time and frictionless transactions without the
need to maintain a separate electronic money balance.

Many industries are integrating digital wallets into their ecosystems, combining them with customer
loyalty programs and offering seamless in-store and online checkout experiences.

While security remains a priority, requlations such as PSD2 (and the upcoming PSD3), GDPR and
DORA play a crucial role in mitigating risks and ensuring compliance.

Diagram 1: EPI feature rollout plan
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Conclusion:

Digital wallets are not just a trend—they are the future of payments. Consumer behavior, requlatory
frameworks and technological advancements are all converging to drive digital wallet adoption
across the EU.

EPI has laid the groundwork for
a truly pan-European payment
scheme, but its long-term
success hinges on broader
industry participation,
regulatory support and
technological innovation. By
addressing interoperability
challenges and expanding use
cases, EPI is well-positioned to
redefine digital payments
across Europe.




Appendix:

Glossary:
A2A Account-to-Account
BIS Bank of International Settlements
BNPL Buy Now Pay Later
Cards Plastic such as debit/credit card, etc.
CT Credit Transfers
DD Direct Debits
E-Commerce Electronic Commerce
ESG Environmental, Social and Governance
EU European Union
IXB Immediate Cross-Border Payments

M-Commerce
p2pP

Mobile Commerce
Person-to-Person

P2PRO Person-to-Professional

PoS Point of Sales

QR Code Quick Response Code

SCA Strong Customer Authentication

SCTInst SEPA Credit Transfer - Instant Payments

STP Straight Through Processing

TCH The Clearing House, US
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hcltech.com
HCLTech is a global technology company, home to more than 220,000 people across E - E
60 countries, delivering industry-leading capabilities centered around digital,
engineering, cloud and Al, powered by a broad portfolio of technology services and u
products. We work with clients across all major verticals, providing industry solutions
for Financial Services, Manufacturing, Life Sciences and Healthcare, Technology and
Services, Telecom and Media, Retail and CPG, and Public Services. Consolidated
revenues as of 12 months ending December 2024 totaled $13.8 billion. To learn how
we can supercharge progress for you, visit hcltech.com.




