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STRATEGIES FOR IMPROVING THE U.S. PAYMENT SYSTEM

Faster Payments

Oct. 18, 2018

DAFP Oct. 2018 Meeting



The views expressed are those of the 

presenter only and do not necessarily 

represent the views of the Federal Reserve 

Bank of Dallas or the Federal Reserve System
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Same Day ACH
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STRATEGIES FOR IMPROVING THE U.S. PAYMENT SYSTEM

2Q 2018 ACH NETWORK VOLUME
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STRATEGIES FOR IMPROVING THE U.S. PAYMENT SYSTEM

• Aug. 2018: ACH Network volume exceeded 2b transactions in a 
month for the first time

• Increased by more than 10% over Aug. 2017

• Value: $4.5t (increase of 12% compared to Aug. 2017)

• Key drivers:
‒ WEB (Internet-initiated) transactions, including bill payments and A2A 

transfers, grew 24%

‒ Now represent 27% of ACH Network volume

‒ B2B ACH payments grew by more than 13% and comprise 16% of ACH 
Network volume

• At current pace of growth, the ACH Network will add more than 1b 
new payments for the 4th consecutive year

GROWING ACH VOLUME
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EXPANDING SAME DAY ACH (SDA)

Sept. 2018: NACHA membership approved a set of rule changes 
to expand the capabilities of Same Day ACH  

1. Create a third Same Day ACH processing window that expands 
access to Same Day ACH by 2 hours 

‒ Effective Sept. 18, 2020

2. Increase per-transaction dollar limit for Same Day ACH transactions 
to $100,000 

‒ Effective March 20, 2020

3. Establish additional funds availability standards for ACH credits 

‒ Effective Sept. 20, 2019
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SECURITY

EFFICIENCY

INTERNATIONAL

COLLABORATIONSPEED

NACHA:  SDA PER-ITEM LIMIT  

• Increases SDA per-item limit from $25k to $100k

• Would better enable end users to utilize Same Day ACH
‒ E.g., time-sensitive claim payments for larger dollar amounts

• 98% of ACH transactions are eligible for SDA at current 
$25k limit
‒ At $100k:  Additional 1.3% of ACH volume would be eligible

‒ For B2B payments, additional .7%

39
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NACHA: EXPANDED ACCESS & CREDIT 
AVAILABILITY

8

SDA File 
Transmission Times:

10:30 am ET 2:45 pm ET 4:45 pm ET

SDA Settlement 
Times:

1 pm ET 5 pm ET 6 pm ET

SDA Credit 
Availability to 

Receiver:

1:30 pm
(RDFI’s local time)

5 pm 
(RDFI’s local time)

No later than 
completion of RDFI’s 
processing for that 

Settlement Date

Funds from non-Same Day ACH credits will be available by 9 a.m. RDFI’s local time on 
Settlement Date, if the credits were available to the RDFI by 5 p.m. local time on the 
previous day

Proposed 3rd SDA Processing Window

Proposed SDA credit availability requirement
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• Final implementation of new SDA processing window is 
contingent upon receiving notification from the Fed’s 
Board of Governors of changes to Fed services necessary 
to support it 

‒ Would likely include public comment period on changes to 
Natl. Settlement Service and Fedwire Funds Service 

‒ If approval rec’d by June 30, 2019, effective date of new SDA 
window would remain as balloted – Sept. 18, 2020 

‒ If approval rec’d July 1-Dec. 31, 2019, effective date would 
be extended by 6 months to March 19, 2021 

NACHA RULE CHANGE:  THE FED’S ROLE
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STRATEGIES FOR IMPROVING THE U.S. PAYMENT SYSTEM

THE FED’S POSITION ON NACHA’S SDA 
INITIATIVE

“We support the broad objectives of NACHA’s 

proposal to add a third Same Day ACH processing 

window, including greater adoption and use of 

same-day ACH capabilities.  However, broader 

impact on other systems and policies necessitates 

careful consideration.”
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Industry Initiatives
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Zelle
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• 2017: Zelle Network processed more than 247m 
transactions

• Totaling $75b

• 2Q18: More than 100m transactions and $28b in 
payments

• Zelle is averaging approximately 100,000 enrollments 
per day. 



Zelle
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• 10/102018: Fiserv announced Bank of the West, 
Comerica Bank, Dollar Bank, Navy FCU, and Zions 
Bancorporation, N.A. are among the most recent to go 
live on Turnkey Service for Zelle® from Fiserv to connect 
to the network

• Others: Arvest Bank, BECU, Regions Bank, Washington 
Federal and Vystar CU 

• More than 100 banks and credit unions have selected 
Fiserv to enable Zelle and are currently live or will be 
going live in the future. 



Zelle
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• 10/15/2018: BofA reported its customers made 42.5m 
Zelle P2P payments in 3Q

• Up 139% from 17.8m transactions a year earlier.

• The value of the payments doubled to $12b.

• 4.3m of its customers have used Zelle since the bank 
launched the service in 2Q17



TCH RTP
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• As of 3Q18: 36 FIs linked to TCH’s RTP network
• 4Q: Projected at 1,000
• June 2019: 3,000 
• 3Q19: 5,065
• EOY 2019: 7,068 institutions connecting to the RTP platform 

either directly or through a third-party servicer, well more than 
half of the nation’s banks.

• By EOY 2018, a little less than half of the nation’s DDAs will be 
able to receive RTP transactions, and just under 40% will be able 
to send.

• Within a year, TCH projects those numbers will grow to a little 
over 60% and a bit more than 50%, respectively.

SOURCE: “TCH Looks to Connect Thousands of Banks for Real-Time Payments Within the Next Few Months,” by John Stewart, Digital Transactions News, Oct. 4, 2018

http://www.digitaltransactions.net/the-clearing-houses-real-time-payments-system-goes-live/


Real-Time Payments = Real-Time Fraud?

16

• Zelle “warns each new adopter [financial institution] up front 
that their attack rates will be highest at launch”

• Early Warning has a long list of items banks need to tick off on a 
readiness assessment before they can go live on the Zelle
network. Roughly 30 of those are about fraud.

• Must have a real-time fraud engine

• “TCH has a plan in the works to send the sender of each 
payment a note with the recipient’s name on it, to make sure it’s 
the person to whom they want to send money.”

SOURCE: “How Zelle, banks combat real-time payment fraud,” by Penny Crosman, AmericanBanker.com, Oct. 10 2018



Wait… Charging for P2P Payments?
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• Not “traditional” P2P payments…

• Nov. 6, 2018: PayPal’s Venmo will raise its fee for instant 
transfers users make to move money from their Venmo
accounts to bank accounts

• From 25 cents to 1% 

• 25-cent minimum

• Could this end up being a competitive advantage for Zelle?



Federal Reserve:
Settlement Assessment

&
Federal Register Notice
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U.S. PAYMENT SYSTEM AT A CROSSROADS

The digital era has ushered in changes in the way we 
interact and conduct commerce

A gap has emerged between the capabilities of traditional 
payment methods and the payment capabilities we 
expect in the digital age – fast, convenient, accessible

Faster payments address this gap by allowing us to send 
and immediately receive payments at any time

The Fed envisions a future where the benefits of faster 
payments can be enjoyed broadly by the public
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STRATEGIES FOR IMPROVING THE U.S. PAYMENT SYSTEM

THE VISION: A MODERN PAYMENT SYSTEM

The industry and the Fed could invest now in a modernized payment system that is 

ready for the future

Today, many payments seem “fast” but in reality we have a patchwork of systems 

that can result in inefficiencies and delays

 Recipients may not be able to broadly use funds received instantly 

 Senders may not be able to reach anyone they want nationwide

 Interbank settlement is often deferred, creating risk

Create a payment 
infrastructure that can 
support and sustain 
continued innovation 

in a safe manner

Bring increased 
convenience and 

flexibility for 
individuals, 

households, and 
businesses
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FEDERAL RESERVE'S ROLE IN THIS MOMENT OF CHANGE

In keeping with our historical role to facilitate payment system 
improvements, the Fed launched a collaborative effort with the industry to 

create safe, efficient, and accessible faster payments in the U.S.

2013:  The Fed published a 
Public Consultation Paper

2015:  The Fed convened the 
Faster Payments Task Force

2017:  The Faster Payments Task Force 
published its final report

In their report, the task force asked the 
Fed to develop a 24x7x365 settlement 

service to support faster payments
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FEDERAL RESERVE SETTLEMENT ASSESSMENT

The Fed answered the industry’s call by assessing a range of potential services that it could 

develop and implement to support broad industry adoption of faster payments. As part of this 

assessment, the Fed… 

Met with over 40 organizations

Engaged with the industry to understand current 
faster payment systems

Gathered feedback on…

• Market gaps

• Settlement models

• Role of the Fed
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FEDERAL REGISTER NOTICE

Purpose of the Federal Register 
Notice:

• Present potential actions the Fed could 
take to further industry goals of 
ubiquitous access to safe and efficient 
faster payments

• Seek public comments on which, if 
any, of these actions the Fed should 
pursue further

As part of this assessment the Board of Governors released a Federal 
Register Notice on October 3, 2018
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WHAT IS A SETTLEMENT SERVICE?

Clearing 

Bank A’s 

account

Sender

Sender’s 

account debited

Bank A

Receiver’s 

account credited

Bank B

Bank B’s 

account

End-User Service 
Receiver

Clearing Intermediary

Interbank funds flowPayment message flow

Settlement 
Settlement Service
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REAL-TIME GROSS SETTLEMENT

• The Fed believes real-time gross settlement 

(RTGS) would provide the safest and most 

efficient infrastructure for settlement of faster 

payments

• Speed of settlement aligned to speed of 

underlying payment

• Interbank settlement risk inherently 

avoided

• Clearing functions potentially simplified

Globally, new implementations of faster 

payment settlement services are based on 

RTGS model

• Deferred net settlement model has been 

commonly used, but requires 

management of interbank credit risk
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POTENTIAL FED ACTIONS TO SUPPORT FASTER PAYMENTS

Objective: Promotion of ubiquitous, safe, and efficient 
faster payments in the U.S. through facilitation of real-time 

interbank settlement

Two Potential Fed Actions:

1. Develop a 24x7x365 RTGS Service for faster 

payments 

2. Develop a Liquidity Management Tool to support 

RTGS services
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24X7X365 RTGS SETTLEMENT SERVICE – WHAT IS IT?

• Real-time payment-by-payment 
messaging and settlement between 
banks in Fed accounts

• 24x7x365: Operating around the clock, 
every day (incl. weekends & holidays)

• Full payment info (clearing and 
settlement) carried in payment message

• Available to all DIs eligible to hold a Fed 
account

• End-of-day balances recorded for each 
day of the week
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24X7X365 RTGS SETTLEMENT SERVICE – K EY QUESTIONS

Key questions:

• Will there be sufficient demand for faster payments in the 
next 10 years to support the development of a Fed service?

• What adjustments would various stakeholders need to make 
to operate in a 24x7x365 environment?

• What is the ideal time to market?  When would be “too late”?

• How important is interoperability between RTGS services  for 
faster payments to achieve ubiquity?

• Would the Fed’s action hasten or inhibit industry adoption of 
faster payment services?
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LIQUIDITY MANAGEMENT TOOL – WHAT IS IT?

• A way to move money outside standard business 
hours between a master account and another 
Fed account used to support 24x7x365 real-time 
settlement services for faster payments

• Potential functionality:
‒ Bank-initiated transfers
‒ Agent-initiated transfers
‒ Automatic transfers/standing instructions
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LIQUIDITY MANAGEMENT TOOL – KEY QUESTIONS

Key questions:

• Will there be sufficient demand to support 
the development of a liquidity management?

• How much would the tool help foster 
ubiquitous access to safe and efficient faster 
payments?
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OVERALL KEY QUESTIONS

Beyond payment services, are there other actions the Fed could 
take under its existing authority to achieve the goal?

What other actions might help achieve ubiquitous, nationwide 
access to safe and efficient faster payments?

Should the Fed develop in tandem a 24x7x365 Settlement 
Service and Liquidity Management Tool? Should the Fed pursue 

only one, or neither?
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WHAT’S NEXT?

 Any new service to be offered by the Fed 

must be consistent with the guidelines 

outlined in “The Federal Reserve in the 

Payments System” (1984)

Criteria

The Board is not committing to any specific actions at this time or in the future, but is 

committing to transparent communication with the public after reviewing the 

responses to this notice and determining next steps.

The public comment period will conclude Dec. 14, 2018
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LEARN MORE

Town Halls

The Fed will host a number of town halls during the comment window to provide an 

overview of the conceptual approaches presented in the Notice, answer questions 

about the potential actions outlined and facilitate dialogue with other stakeholders.   

Visit FedPaymentsImprovement.org to:

 Register for a town hall:  

(https://information.frbcommunications.org/townhallregistration2018) 

 Watch Governor Brainard’s remarks at the FedPayments Improvement 

Community Forum 

 Learn more about the Federal Register Notice  

October 31, 2018
9 a.m. – Noon

Federal Reserve Bank of 
Dallas, Houston Branch

https://information.frbcommunications.org/townhallregistration2018
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HOW TO SUBMIT YOUR COMMENTS

You may provide comments by the following options:

• Agency Web Site: http://www.federalreserve.gov. Follow the 

instructions for submitting comments at 

http://www.federalreserve.gov/generalinfo/foia/ProposedRegs.cfm

• E-mail: regs.comments@federalreserve.gov. Include docket 

number in the subject line of the message

• FAX: (202) 452-3819 or (202) 452-3102

• Mail: Ann Misback, Secretary, Board of Governors of the Federal 

Reserve System, 20th Street and Constitution Avenue NW, 

Washington, DC 20551



Governance Framework Formation Team
&

U.S. Faster Payments Council

35



U.S. Faster Payments Journey
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2015 2016 2017 2018

January 2015

Publication of Fed’s 
Strategies for 

Improving the U.S. 
Payment System 

paper

May 2015

Start of the Faster 
Payments Task Force 

(FPTF)

January 2016

Publication of the 
FPTF’s Effectiveness 

Criteria

January 2017

Publication of the 
FPTF’s Final Report 

Part 1

July 2017

Publication of the 
FPTF’s Final Report 

Part 2

Summer 2017
Formation of the 

Governance 
Framework 

Formation Team 
(GFFT)

April 2018

Publication of the 
GFFT’s Operating 

Vision

April  - June 2018

Broad stakeholder 
feedback

August 2018

Stakeholder Survey 
Results Released



Governance Framework Formation Team
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• Tasked with developing a governance 
framework for faster payments in the U.S. 
then implementing the framework and 
membership

• New industry-led organization – The U.S. 
Faster Payments Council (FPC) – nearing 
finalization

GFFT



GFFT Stakeholder Engagement
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• April 2018: Proposed U.S. Faster Payments Council (FPC) 
Operating Vision released for stakeholder feedback

‒ 60-day online survey

‒ 178 completed surveys, 1,000 comments

• August 2018:  Survey results published

• Survey Highlights:

‒ 85% of respondents indicated agreement with guiding principles

‒ 70% indicated agreement with the FPC’s ability to facilitate ubiquity

‒ Certain aspects received less support across industry segments, such 
as proposed funding levels and composition of the board



GFFT Next Steps

39

• Tentative launch for the U.S. Faster Payments Council 
(FPC) scheduled for fall 2018 

• Through remainder of 2018, GFT will focus on 
establishment, membership drive, and kicking off 
FPC  work efforts



Business Payments Directory Association
B2B Directory
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Business Payments Directory Association
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• Business Payments Directory Association (BPDA) was formed as a 
nonprofit organization to bring to market the Business-to-Business 
(B2B) Directory

‒ BPDA grew out of the Business Payments Coalition’s B2B Directory 
Project Work Group (2014)

• Aug. 2018: BPDA partners with Discover to develop a proof of 
concept platform for B2B Directory built on blockchain technology

• Oct. 2018: BPDA will be “an independent, member-led, self-
governed group under the NACHA organization”



BPDA B2B Directory – What is it?
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• A secure registry and directory service which allows payers to search 
for and obtain trusted information to make electronic payments to 
payees

• Payees manage and publish info about electronic payment types they 
accept

• Will be structured as a network of credentialed service provider “sub-
directories,” in which trusted and validated payee information will be 
stored

• Will leverage open source technologies, blockchain/distributed ledger 
technology and standardized Application Programming Interfaces 
(APIs)

• Directory services will be information only and will not include 
processing, clearing and settling of payments



B2B Directory Overview

43



Market Drivers
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• Enables payees to register their Electronic Payment 
Identity (EPI)

• Allows payees to specify their preferred method of 
payment

• Enables payers to retrieve EPIs to facilitate electronic 
payments

• Allows multiple payment types to be listed in the 
directory

• Supports related business information

• Supports retrieval of payment routing instructions

B2B Directory Basics
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• “The One Truth” for payment addresses

• Registry for payee multiple payment 
preferences

• Compliance validation source

• Reduced payer costs for acquiring payee data

• Market prices for services

• Industry utility cost recovery model

B2B Directory Benefits
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“Directory in a Box”

• Licensed from BPDA

• Provides:

‒ Payee enrollment portal

‒ Credentialed Service Provider (CSP) selection by payee

‒ CSP validation portal

‒ Payer access portal

• ERP integration through API

• Governance model

• Launch date: 2019?

B2B Directory – Initial Product Offering
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