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Recap Jan 14: Visa Domestic Interchange Rates
In Jan 14, the majority of EU Countries interchange rates were above the proposed caps except 

France,  Hungary  and  Latvia…..

Interchange Rates on or below new fixed rate

Visa Domestic Rates Above Proposed

Key
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Jan 15: Visa Domestic Interchange Rates
…however  several  markets  have  or  are  committed  to  aligning  or  reducing  their  domestic  rates

Interchange Rates on or below new fixed rate

Visa Domestic Rates Above Proposed CAPS

Key

Visa Debit Interchange Rates reduced or plan to reduce

Visa Domestic Rates Reducing but above Proposed CAPS
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Q4: Trilogue Discussion Driven 
by Italian Presidency

Possible Timeline
Whilst there has yet to be a compromise between various parties on the composition of the EU 

Legislation on Interchange, several activities

20
14

Feb 14: Visa EU
Commitment agreed 

May 14: Phase 1 
Visa EU Commitment 

Sep 14: MasterCard 
Appeal Finalised

Jan 15: Phase 2 Visa EU
Commitment 

Jan 15: New German 
Visa Domestic Rates

Mch 15: New Visa UK Debit 
Card Interchange Rates

Apr 15: UK MasterCard 
Consumer Rates Aligned
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Q2 15: EU MIF 
Legislation Passed

Q4 15: All EU Countries Align Credit & 
Debit Interchange Rates
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Visa EU Commitment Phase 1: Summary
New Intra Visa EU EEA consumer rates were introduced on 1st May with a simplification of 

the rate categories offering immediate saving to merchants 

Fee Categories: Intra Visa EU EEA Consumer Immediate Debit 
& Prepaid

Credit & Deferred
DebitName Description

Visa Contactless Contactless up to €20.00 €0.02 + 0.13% €0.02 + 0.23%

Secure EMV Chip, Secure eCom 
(VbV & V.me) €0.02 + 0.13% €0.02 + 0.23%

Non-Secure All other transaction types €0.02 + 0.15% €0.02 + 0.29%

V-Pay General All V PAY excluding eCom €0.02 + 0.15% N/A

eCommerce eCom V PAY €0.02 + 0.70% N/A

Notes

• There is no technical impact on merchants as existing data fields remain unaltered and categories are 
combined and simplified

• Previous incentivised rates for CVV2, Recurring transactions and Electronic Authorised (EA) no longer 
attract lower interchange rates



PSE – Interchange DiscussionV1   25/11/14
6

Visa EU Commitment Phase 2: Summary
As part of the Visa EU commitments, acquirers must be in a different EU country (Cross Border) 

to the merchant in order to offer the new interchange rates (0.2% & 0.3%)

New Interchange
Programme

Key 
Requirements

Registration 
Programme

Description

� New interchange fee programme introduced called Cross-Border Domestic Interchange Programme 
(CBDIP)

� From 1st January 2015, allows cross border acquirers(CBA) to choose between 
� Domestic consumer interchange fee in the country of the merchant outlet or
� Fixed domestic consumer interchange rates of 0.2% (Debit) or 0.3% (Credit or deferred debit)

� The acquirer of the transaction must have a cross border licence and registered merchants in the 
programme

� Merchants must be on an unblended contract offering interchange plus plus terms
� Transactions must be secure: this covers EMV, Contactless, Verified by Visa (VbV) and V.me 

transactions
� The transaction is identified in the processing by a Single Merchant Identifier (SMI) provided by 

Visa EU

� All merchant outlets wanting to participate in the scheme must be registered by the Cross Border 
acquirer.

� For each registration a fee is charged by Visa EU to the acquirers of €100 per merchant outlet 
(maximum of €5,000 per merchant contract)

� An on going annul charge of €50 will be charged to all outlets (maximum of €2,500 per merchant 
contract) from Year 2 onwards.

1

2

3
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Visa CBDIP Requirements
Acquirers wishing to offer CBDIP must have a cross border licence and be passported into the 

country in which they wish to operated a solution

The domestic business 
acquiring business needs to 

apply for a cross border license

Acquirer must be regulated in 
and extend their offering across 

the EU in order to join the 
CBDIP

Acquirer is required to approach 
their local regulators of their 

intention to offer pan EU acquiring 
e.g. passporting

Cross Border 
Domestic 

Interchange 
Programme

Visa Europe 
Cross 
Border
Licence 

Passporting
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EU Legislation Developments During 2014
Significant changes have occurred since the publication of the initial draft regulations adding to 

the complexities of this subject

Over 400 
Amendments

Debit Card 
Interchange 

Rates

New Domestic 
Transaction
Definition

Universal
Cards

Implementation
Timeframe

Prepaid Card
Clarification

Commercial
Cards

Excluded

Net 
Compensation
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EU Legislation MIF Legislation Update

EU Presidency
� Italy is in control of the EU Presidency and is attempting to drive through the proposed 

MIF changes with Latvia due to take control in 2015.
� The hope is that all wording will be agreed before the existing presidency comes to an 

end with the Latvians responsible for addressing the administrative parts.
� They have held a number of working parties with key individuals designed to address 

the key contentious parts of the proposed legislation.
� The approach has been to suggest compromise text that the three decision makers 

(EU Commission, EU Parliament & Member States) can agree in order to introduce the 
MIF changes.

� A series of meetings in the last two weeks have made attempts to address the main 
points with a further debate expected on 4th December.

� It is hoped that the passing the new regulation will be at latest by March/April 2015 
and with the regulation then introduced 20 days after its publication. A number of 
clauses have time periods which will begin after this time period.

The Italian Presidency is working hard to agree compromise text across a number of key parts 
of the proposed legislation
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Sticking Points

Universal 
Cards

• French Representatives have 
raised concerns over the definition 
of Universal Cards

• The proposed wording has 
implications to the existing's Cartes 
Bancaires set up and proposed 
wording of a phased introduction 
is being considered.

Domestic Debit 
Interchange Timeframe

• There are various views on how 
Domestic Debit interchange rates 
should be calculated ranging from a 
weighted average rate not 
exceeding 0.2%, flat fee per 
transaction or a straight ad 
valorem rate. 

• Several markets have established 
different commercial structures and 
wish to maintain such a structure 
provided it does not exceed 0.2% 

• A number of countries are 
challenging the timeframe. For 
example, Estonia finds the capping 
of fees disproportionate and would 
rather  prefer  a  “step-by-step 
approach starting with the 
application of transparency 
requirements for fees followed by 
gradually strengthening 
requirements”.

• Finland has challenged the new 
definition covering domestic 
debit rates as it contradicts with the 
cross border definition and they 
believe it needs to be tighten
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Compromise Text Implications

EU Commission: Interchange Arbitrage?

The Presidency compromise allows 
payment service providers to apply: 
� (i) for domestic debit card transactions, 

a weighted average interchange fee of 
no more than the equivalent of 0.2% of 
the annual average transaction value of 
all domestic debit card transactions 
within each payment card scheme, or a 
per transaction interchange fee of no 
more than 0.2% of the value of the 
transaction; 

� (ii) for cross-border debit card 
transactions, a per transaction 
interchange fee of no more than 0.2% 
of the value of the transaction; 

� The proposed approach may allow 
acquirers to decide the most cost 
effective rate to route transactions

� Depending upon the interchange rate 
structure adopted by each national 
regulator for domestic debit, acquirers 
may decide to route transactions based 
on average transaction value to 
minimise costs.

� For example, if the UK decides to 
continue with the proposed rates of:
� Secure: 0.2% + £0.01 (capped at £0.5)
� Unsecure: 0.2% + £0.11 (capped at £1)

� Acquirers will be able to choose the 
most cost effective route if the weighted 
average for the whole market remains 
below 0.2%

Under the proposed compromise text, Interchange arbitrage could continue depending upon the 
approach of national regulators in setting domestic debit card rates
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� Waiting  for  Michelle’s  analysis?
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Acquiring Opportunity?
It will take a period of time for new MSC rates to filter down across the market as competition 

increases but opportunities will exist in acquiring to increase margin 

• Net acquired revenue is 
expected to increase once the 
EU legislation is passed.

• Acquirers will attempt to maintain 
current MSC rates, where 
possible, which may lead to an 
increase in acquirer margin

• As competition increases in the 
acquiring space, this will 
naturally lead to a general 
decline in MSC rates.

• Acquirers will continue to seek 
ways of generating revenue 
through value added services as 
MSC rates decline

Source: PSE Analysis 2014
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Future Issues?

� Credit Interchange Rates: There is little debate over the level of credit card 
interchange rates with no attempts to change the proposed cap.

� Debit Interchange Rate: The long term view is that debit card interchange will 
disappear with alternative ways used to cover the costs of processing.

� Transaction Risk: Very little acknowledgement is considered in respect of risk. The 
EU Commission is attempting to drive through legislation that all transactions have to 
be  “secure”.  How  this  will  be  achieved  is  yet  unknown?

� Interchange ++: Visa Europe has mandated that acquirers must offer Interchange ++ 
from March 2015 to new acquiring customers and to existing acquirers by September 
2015. Significant effort is required by acquirers to educate merchants especially SMEs 
in order to explain how pricing will work.

� Consolidation of Interchange Categories: Whilst some effort has been made to 
combine types of transactions into groups, there still remains a number of interchange 
rate categories across all schemes.

� Scheme Fees: This could be the next battleground as processing options increases. 
The current structure favours very large acquirers with many small to medium acquirers 
unable to compete purely on scheme fees.
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