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Dear Ms Reader

ACCC Digital Platforms Services Inquiry 2020-2025 — March 2025 Final Report

CBA welcomes the opportunity to respond to the ACCC's consultation on the Digital Platform Services
Inquiry (DPSI) final report. CBA supports the DPSI objectives of ensuring digital platforms continue to deliver
benefits for Australian consumers.

As set out in our submission dated 1 April 2022,* we believe Australia needs a regulatory framework
governing digital services that is targeted, scalable and can move quickly to keep pace with technology. This
is particularly relevant to the rapid rate of technological change in financial services, where digital platforms
are extending their offerings beyond in person digital wallet payments using Near Field Communication
(NFC) technology to other new payments methods and financial solutions, often leveraging their digital
ecosystems broad reach and potential for deep integration.

CBA considers the ACCC's reform proposals are important to preserve financial stability as platforms
continue to increase their presence in financial services. In addition to facilitating transactions, the security,
identity and authentication services offered by digital platforms are fast becoming an essential public service
for secure digital payments, particularly in the dynamic scams environment.

The DPSI recommendations play an important role in supporting effective financial services regulation in a
digital economy. Co-regulation by the ACCC with targeted digital platform-specific obligations will ensure
that reforms in payments, open finance, digital identity and scams will work as intended.

This submission focusses on regulatory developments, key trends and emerging issues related to digital
platforms’ growing role in financial services.

Topic 1: The impact of international regulatory developments on competition and consumers

As the ACCC notes, a number of countries have introduced or are contemplating various forms of digital ex
ante competition regulation. This focus and the prospect of regulation has prompted digital platforms to take
steps to enhance competition and fairness. For example, following investigations and competition concerns

1 See: https://www.accc.gov.au/system/files/Commonwealth%20Bank%200f%20Australia_0.pdf?ref=0&download=y
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raised by multiple competition regulators globally including the ACCC, Apple has announced that NFC access
will become available on Apple handsets in a number of countries including Australia.

The details of Apple’s voluntary commitments to offer NFC access outside of Europe are not yet available to
assess the benefits, or enable comparisons with the EU regulated solution and some market participants have
expressed concerns that forthcoming details will not provide a genuine opportunity to compete. We note that
Apple amended their original proposal for NFC access after the European Commission (EC) market tested
Apple's commitments and consulted third parties to verify whether they would address competition
concerns. The Consumer Financial Protection Bureau (CFPB) is working to understand Apple’s decision and
determine whether it is a meaningful shift to enable competitive payments offerings from banks, credit
unions, and technology companies.? The NFC access arrangements that will be made available in Australia
would benefit from similar scrutiny from the ACCC to ensure that the terms offered enable effective
competition and that there is a mechanism allowing access to keep pace with further developmentsin a
dynamic environment.

In addition to competition regulation, international bodies, such as the Bank for International

Settlements and Financial Stability Board, are increasingly considering the impact of fintechs and digital
platforms on the structure of the financial sector. Financial services regulators in a number of countries have
directed their attention to the impacts of digital platforms on the payment system. Specifically:

e The RBA has indicated its intention to consider competition and efficiency issues with mobile wallets
in its upcoming Review of Retail Payments Regulation.®

* InJuly 2024, the UK's Payment Systems Regulator (PSR), jointly with the Financial Conduct
Authority (FCA), commenced an investigation into Big Tech and digital wallets.*

e (Canada has recently introduced a new retail payment supervisory regime for payment service
providers that includes digital wallets.®

e In September 2023, the CFPB published a report highlighting the impacts of Big Tech companies’
policies and practices that govern tap-to-pay on mobile devices like smartphones and watches.®

CBA considers RBA supervision enabled by a modernised Payment System Regulation Act (PSRA) should help
ensure Australians can continue to have trust and confidence in the payments system while still benefitting
from new technology in this rapidly moving space. However, financial regulation, such as RBA intervention
under the PSRA, will need to be supported by pro-competition measures as recommended by the DPSI. The
DPSI’s proposed ex ante codes will provide a tailored and robust regulatory framework for digital platforms to
complement regulations such as the PSRA. Implementing the DPSI recommendations will also address
concerns outside of the RBA’s mandate, such as consumer protection and privacy. Such cooperative co-
regulation is consistent with the approach taken between financial regulators and competition regulators
overseas.

Topic 2: Major developments and key trends in certain markets for digital platform services

Since the commencement of this inquiry in 2020 we have seen continued expansion of digital platforms in
financial services, meaning financial institutions and consumers rely more on digital platforms for core
services that underpin the economy. As noted by the Bank of International Settlements, “Big techs' footprint
in the financial services sector is rapidly expanding, and their activities have attained macroeconomic
significance in several countries.””

a) Payments

2 Promoting competition in payments | Consumer Financial Protection Bureau (consumerfinance.gov)

//www.rba.gov h 4/sp-so- 4-06-18.html and https://www.rba.aov.au/speeches/2023/sp-s0-2023-03-
28.html
4 https://psr.ora.uk/news-and-updates/latest-news/news/psr-and-fca-launch-joint-call-for-information-on-big-tech-and-digital-
wallets/

5 See: https://www.bankofcanada.ca/core-functions/retail-payments-supervision/retail-payments-supervision-key-milestones/
8 https://www.consumerfinance.gov/about-us/newsroom/cfpb-report-highlights-role-of-big-tech-firms-in-mobile-payments/
7 https://www.bis.org/publ/work1129 pdf
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Since concerns were first raised by the ACCC about interoperability of digital wallets in March 2021, digital
wallet use has grown rapidly. RBA data shows an increase from about 10 per cent of all card transactions in
early 2020 to 35 per cent in June 2023.2 Internal CBA data shows this trend continuing, with digital wallet
share of total CBA card transactions (debit and credit) growing from 37.6 per cent in July 2023 to 43.4 per
centin July 2024.

Digital wallet payments have also expanded beyond NFC contactless payments and are increasingly being
used to make payments online. RBA data reports an increase in digital wallets as a share of online payments
from 6% in 2013 to 37% in 2022.° CBA data shows that online digital wallet payments grew by 66% in
value and 66% in volume between July 2023 and July 2024. Regulators overseas have started looking at
how digital payment options are offered at online checkout and how they are shown and ranked.®

Additional payment features have also been announced with plans to enable mobile wallets to:!*

e redeem rewards for a purchase

e pay in instalments from credit and debit cards

e apply for loans directly at check out

® pay on any third-party web browser? or computer, via a QR code
e send and receive peer to peer payments

In addition, mobile wallets are increasingly used by merchants to receive payments.*?

b) Data

The DPSI has stated that digital platforms’ data practices can raise significant competition and consumer
issues. CBA's submission to the Government’s consultation on the ACCC's digital platforms regulatory reform
recommendations noted the unintended consequences of Australia’s CDR framework in the context of digital
platforms, particularly the requirement on Australian businesses to share their data with tech companies
without reciprocity.** CBA recommended platforms should be required to share their data under the CDR to
address consumer and competition implications resulting from information asymmetries and barriers to entry,
due to platforms’ access and management of vast amounts of diverse consumer data within closed
ecosystems.

Since then, Apple has used the UK’s Open Banking framework to access banking transaction data for its
‘Connected Cards’ feature.'* This has raised concerns about the competitive advantage gained by platforms
in banking and payments by accessing data available through Open Banking without having to reciprocate
with any similar data from its customers’ interactions. The FCA Practitioner Panel observed that “UK banks
funded the creation of open banking and are subject to strict performance criteria. As volumes increase,
banks must invest to maintain those performance criteria. Big Tech is able to access all of this at no cost.
Open banking was originally incepted to improve competition, yet Big Tech’s prevalence runs the risk of
supplanting the UK FinTech market that open banking helped support”.?®

c) Scams

The DPSI Interim Report No.5 identified a range of consumer and competition issues with digital platforms
including scams, harmful apps and fake reviews, and inadequate dispute resolution. CBA supports the

8 Graph 2.9 of https://www.rba.gov.au/publications/annual-reports/psb/2023/the-evolving-retail-payments-landscape.html

2 Table 6 of Livermore et al (2023) - The Evolution of Consumer Payments in Australia - Results from the 2022 Consumer Payments
Survey - RBA Research Dlscussmn Paper 2023- 08

10 Paragraphs 3. 8 3.10 of

; Paragraph 116 of

13 See: https://treasury.gov.au/sites/default/files/2024-01/c2022-341745-commonwealth_bank_of_australia.pdf

14 See: https://www.forbes.com/sites/davidbirch/2023/10/02/apple-launches-connected-cards-using-open-banking-in-the-uk/
15 practitioner-panel-response-to-cfi-big-tech-data-asymmetry.pdf (fca.org.uk)
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targeted measures recommended by the ACCC to protect users of digital platforms, including mandatory
processes to prevent and remove scams, harmful apps and fake reviews; internal dispute resolution standards
and access to an independent ombuds scheme. Similar recommendations have been adopted in Europe
under the Digital Services Act. The proposed mandatory industry scams code for certain digital platform
services is a welcome development, however the DPSI recommendations relating to scams should also be
fully implemented.

The heightened risk of scams has increased use of digital platform technologies that are necessary for safe
payments such as biometrics and the ability to digitally share and validate credentials. The availability of these
essential services to the community is expected to grow in importance as scams risk evolves.

Topic 3: Potential and emerging competition and consumer issues which relate to digital platform
services

As noted above, the use of digital wallets is growing strongly. Digital markets are highly dynamic and can
evolve in new and unexpected ways. Without the capacity for targeted, agile and complementary regulation,
new gatekeeper positions could be created by digital platforms in subsequent financial technologies -
requiring prolonged enforcement investigations and reform before seeing any meaningful outcomes. In
payments, the main digital wallet providers are extending their services to new payment methods as well as
associated technologies such as security, authentication and identity, creating the potential for new
competition and consumer risks.*® Industry and regulatory responses to scams and fraud such as the FIDO
Alliance and Strong Customer Authentication (SCA) as required under the European Payments Services
Directive 2 (PSD2) are entrenching reliance on these companies to enable safe digital payments.

Consideration should be given to the potential interaction with digital economy initiatives such as CDR, third
party payment initiation and digital identity. As the FCA has noted: “If a Big Tech firm achieves widescale
adoption of its mobile wallets and payment authentication and verification services, it could become a
gatekeeper to cardholders. With further entry in other parts of the value chain it could also become a
gatekeeper to merchants. By controlling access to both service users, it may have a strong bargaining position
to increase commissions and fees in its commercial agreements with partners, including other members of
the card network.”*"

The need for ex ante digital platform codes

As noted above, the role of digital platforms in financial services continues to develop, requiring regulation to
adapt to new and emerging competition and consumer risks. A targeted ex ante regulatory framework would
enable expedient and effective regulation of dynamic markets to protect.

Voluntary and commercial concessions and co-operation by digital platforms are welcome developments.
However, an updated, responsive and agile regulatory framework remains necessary to set guardrails and
clear expectations to constrain the superior bargaining position of certain digital platforms. Ex ante codes
would ensure that Australian consumers and businesses benefit from minimum safeguards and back-stops
that are available in other jurisdictions — for example, in the EU there are obligations to ensure fair, reasonable
and non-discriminatory conditions and transparency under the DMA. Targeted competition measures for
digital platforms as recommended by the ACCC would ensure that commercial terms and access
arrangements offered are fair and reasonable.

CBA would welcome the opportunity to discuss any of the matters raised in this submission in more detail.

Should you have any queries in relation to this submission, please contact Gulshan Singh, Head of Payments

16 https://learn.wallet.apple/id#states-list and https://blog.google/products/google-pay/google-wallet-new-features-june-2023/
17 https://www.fca.org.uk/publication/discussion/dp22-5.pdf
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Your Sincerely

Ethan Teas
Executive General Manager, Payments

5 Commonwealth Bank of Australia | ABN 48 123 123 124





