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innovative standpoints. More and more we are seeing the economy powered by the

use and production of data, while transformational progress is being made by combin-
ing data with software applications. This seismic shift has gained momentum in recent years,
with the EU data market growing to €63.9 billion in 2021, representing an annual increase
of 4.9%.1

The financial sector has become increasingly data driven, both from economic and

While the Open Finance concept has immense potential, outstanding challenges and unmet
needs must be addressed if greater adoption and cross-regional penetration is to be
achieved. Existing customer concerns regarding data sharing are hindering adoption, while
limited data access and standardisation has throttled competition for data users like PSPs.
Additionally, credit institutions currently see little benefit in providing access to data outside
of payments accounts.

A combined approach is required to take Open Finance in the EU to the next level. On the
one hand, the learnings from PSD2 must be examined and applied to modify and equip the
directive to handle the needs of the space. When it comes to data sharing scope, the EU is
introducing a new set of proposals: PSD3, PSR and The Financial Data Access and Payments
Package (FIDA). This new regulatory package has been designed to help consumers to access
better, cheaper financial products and services, empowering them with a more secure way to
share data.

The existing Open Finance hurdles are closely correlated, as are the PSD2 and FIDA concepts
themselves. To accurately pinpoint the key objectives and their associated solutions, we will
first examine the challenges faced by the different actors involved, before assessing the conse-
quences. Finally, we will break down BCG’s unique perspective and recommendations.
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1. European Data Market Study 2021-2023, 9th June 2022.
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Assessing Today’s Data Access Challenges

Without clear, robust rules in place and the tools to manage data sharing permissions, to-
day’s customers are hesitant to trust that potential risks have been addressed. Compound-
ing this resistance to share data, a lack of infrastructure standardisation and divergent inter-
ests are prohibitive for all parties involved.

1. Low customer trust — Currently consumers feel they are unable to control how their data
is being used, which is at the root of their resistance to data sharing. An ECB consultation
on Open Finance revealed that 71% of respondents see privacy and consent management
dashboards as a way to strengthen customer data control.

2. Limited access — Not only is trust lacking among consumers, but they cannot make their
data available for use because data holders are not legally obliged to enable access to it.
This is because the right to data portability, addressed in Article 20 of GDPR, has proven
difficult to exercise in practice, preventing data from being easily transmitted from one
controller to another. Accessing customer data has also been challenging for third parties
to achieve contractually or commercially, due to unequal bargaining power.

3. A lack of standardisation — The targeted ECB consultation also revealed that 65% of re-
spondents associate a lack of standardisation with an inhibited ability to offer data-driven
services. The absence of standards ensuring interoperability was flagged as a key factor.

4. Interface incentives — Data holders currently lack the incentive to implement high-qual-
ity interfaces for data users, the absence of which is stemming the free flow of data. Out-
side of the payments context, very few financial institutions make data available using
technical interfaces like APIs.
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Not only does this current data access dynamic prevent consumers from experiencing the
full benefit of data-driven products and services, but it inhibits the use of automated services
for SMEs as well. Third-party service providers are also losing out on business opportunities
that relate to data-driven innovation, and the overall EU financial data market faces remain-
ing underdeveloped if a solution is not prioritised.

What are the consequences?

First and foremost, consumers are not benefitting from individualised, data-driven products
and services, leaving specific needs unmet. Additionally, the barriers to business data sharing
are also causing SMEs to miss out on opportunities to enhance their efficiency by adopting
automated financial services. Third party services providers that are acting as data users are
also missing out on business opportunities that are related to data-driven innovation.

Zooming out to gain a broader perspective on the consequences, the existing hurdles are
combining to position the EU as an undeveloped digital financial data market. This inability
for customers to extract the full value of data-driven products and services amounts to a
widespread disadvantage, potentially limiting future competitiveness. These problems will
proliferate without the introduction of a co-ordinated approach, further hampering innova-
tion and making services more expensive.

Seeking a Solution

There are some fundamental objectives to achieve if the Open Finance gap in the EU is to be
bridged. The first is to enhance customer trust when it comes to data sharing in the financial
sector, which will have an enabling knock-on effect for data flows generally. Next, effective
access to customer data has to be improved once greater trust has been established. As part
of this, standardisation of customer data and associated interfaces must also be promoted,
and higher quality interfaces for customer data sharing need to be implemented.

Future customer data flow after implementation of FIDA
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When it comes to regulation, an effective policy bundle will prioritise the introduction of an
Open Finance framework that has a set of key characteristics. It should require market par-
ticipants to provide customers with Open Finance permission dashboards, with eligibility
rules in place that control access to customer data. A successful framework will need to
empower ESAs to issue guidelines on personal data use parameters, and mandate access for
selected customer data sets. The development of common standards for customer data and
interfaces is also crucial, and data holders should be required to seek scheme member
agreement on contractual liability.

To fulfil these primary objectives, the financial data sets that are in scope most demonstrate
high levels of value-added and innovative potential, as well as low financial exclusion risk for
customers. For SMEs, providing access rights to Credit Worthiness Assessments (CWA) may
make it easier to secure financing, and could potentially reduce capital costs by creating
competition among investors. This may also reduce the risk of financing disruption by diver-
sifying funding sources for SMEs.

Segment In scope Out of scope

o Credit and savings account data of a consumer o CWA-related data of a consumer

Banking & Loans o Mortgages-related data of a consumer

o Securities account data of a consumer
Investment o Insurance-based investment products
 Investor profile data of a consumer

« Nonlife insurance data of a consumer o Life insurance data
Insurance & o Occupational pension schemes of a consumer » Nonlife insurance data related to medical and
Pension plans « Personal savings plans of a consumer health status of a consumer

e Public pensions of a consumer
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A Glimpse of the Open Finance Future

Accomplishing this Open Finance mission in the EU will unlock a host of new possibilities for
existing use cases, and create entirely new ones as well. More complete credit underwriting
models are one prime example, enabled by the increased availability of data points. The
accuracy of authentication use cases can also be enhanced by improved data access, which
could be achieved through cross-referencing insurance policy and IBAN information.

When it comes to SME financing, Open Finance has the potential to revolutionise the overall
credit score process while simultaneously reducing friction associated with providing key
information. This new era would also provide SMEs with more data items that could be used
to increase the accuracy of their financial status, and standardisation of data access would
drive competition amongst providers and increase more options for SMEs to choose from.

Other use cases can be expected in the sphere of investment advice, as customers will be
better positioned to share their investment data across financial intermediaries. This would
both encourage innovation and competition among those provisioning investment services,
while cutting down on the time required to screen the risk profiles and make recommenda-
tions. These cases have the potential to unlock efficiency savings and new FTE capacity.

Insurance is another space in which transformative use cases can be expected, with poten-
tial for the entire underwriting and contract journey to be enhanced. This could be enabled
by the simplification of key steps in the journey, reducing the unnecessary friction that is
currently caused by manual data processing. The use of insurance dashboards would also
provide an opportunity for a customer’s policies to be consolidated within a single interface,
offering valuable transparency.

A macroeconomic assessment of the potential benefits of enhanced data access and sharing
revealed a set of promising estimates. The EU financial sector could expect to see gains of
between EUR 4.6 billion and EUR 12.4 billion, with the overall cost of the preferred solution
bundle estimated to be between EUR 2.2 billion and 2.4 billion in one-off costs. These fig-
ures should be taken as an illustration of the potential benefits, as opposed to a dedicted
estimate.

Taking the Next Steps

To achieve the ends outlined in this paper, legislation will need to be implemented with
PSD2 learnings firmly in mind. Doing so will ensure that data owners, holders and users all
benefit from the process, and are well positioned to support the widespread adoption and
penetration of Open Finance.

Regulators must work alongside Credit institutions to introduce a monetization framework
that guarantees the investment that a successful roll-out demands. In particular, this is
essential for creating the data access mechanisms and dashboards, so as not to suffer from
the same mistakes that PSD2 did. Common guidance and enforcement is also required to
ensure that equal development and standards are introduced across regions, facilitating a
harmonised experience. To continue the discussion on this transformational and timely
topic, get in touch with our authors!
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