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The minds of the heads of most financial institutions in the
market at the moment are on one thing and one thing alone:
cost saving. One way that banks can achieve this easily with
regards to payments processing is investing in a SWIFT
messaging hub, according to specialist payments solution
vendor ACE Software.

Banks are focused on keeping their costs as low as
possible, so consolidation and rationalisation of any sort is key
to keeping ahead of the competition. Moreover, investment in
solutions that provide automation and connectivity is one way
of cutting headcounts and maintaining healthy bottom lines.
This is where a SWIFT messaging hub comes in to play, says
Parth Desai, CEO of ACE Software.

“In the current market environment, banks simply do not
have the budgets to maintain  multiple systems with duplicate
functions multiple proprietary messaging connections to their
customers and high headcounts required to deal with the
basics of payments messaging. A SWIFT messaging hub
therefore provides these firms an opportunity to tackle the
challenges of the payments market head on, eliminates costly
infrastructure and maintenance costs and reduces SWIFT
processing costs to an absolute minimum,” explains Desai.

The vendor’s own Pelican for SWIFTNet solution is one
such offering that aims to provide a consolidated streamlined
hub approach to SWIFTNet connectivity and SWIFT
messaging. It takes away the pain of maintaining multiple
connectionsto the network from different geographies and

entities, which necessarily entails keeping pace with the
numerous upgrades, maintenance costs, and hardware and
software requirements needed in order to stay in synch with
internal expansion and SWIFTNet’s evolution 

“A single window approach involves substantial cost
reductions via the centralisation of the processing of SWIFT
payments messages and the elimination of point-to-point
linkages. This necessarily results in a reduction in required
headcount and duplicative technology, as well as the benefit of
consolidated enterprise-wide visibility and control of all
payments messages,” explains Desai.

Scalability and high performance are two buzzwords
associated with this approach, which ACE Software claims
allows banks to reduce their overall payment infrastructure total
cost of ownership. The rationale is that this ‘single window’ will
also allow banks to add value to their offering and improve their
operational controls. It does this by allowing them to react more
quickly to market events and intraday operational control is
achieved via the ability to view all transactions at all times and
not just on completion. It also consolidates a bank’s SWIFT
messaging on to one platform for all branches and entities, thus
resulting in more effective risk management, as well as
efficiencies of scale.

“If banks do not invest in a hub approach to the SWIFTNet
network now, costs and risk will continue to be very high and
they may find themselves being left behind by their
competition,” warns Desai.

A SwiftNet messaging hub can provide vital
cost saving benefits, says Virginie O’Shea

the board, and are now
looking at not just how to
transform messages, but how to
route intelligently, so you can,

for instance, have smart order
routing in the router. All those

things are getting to the point where the
complexity is removed from the user and built into the
network.”

The issue of interoperability raises some questions
about Swift’s role in the world, and how it moves on.
“Everything to do with standardisation is extremely
important to us and I think Swift has been successful in
working with the securities industry, so from a general
perspective Swift working with the industry is
important,” says Goran Fors, global head of custody
services at SEB and a Swift board member. 

“Of course we would like it to be quicker in some
aspects – we can see that we have missed opportunities
for standardisation in processes in exchanges and
infrastructure areas. At the same time, the industry has
to be careful because it is not itself that quick; it is easy

to blame Swift, which is in my view sometimes unfair
– and I’m not saying that just because I’m on the board
– I do believe that it has done a good job”. 

There are also areas where Swift might not have to
be involved, says Fors. “If you look at trade matching,
for instance, which is covered by Omgeo, is it
worthwhile for Swift to get heavily into that, or should
we concentrate elsewhere?”

It is important that Swift formats and standards are
used widely, says Fors: “If it is just used by a few big
banks between themselves, that isn’t a standard, so it
must be used by all those smaller banks internationally.”
He sees the introduction of products and services that
provide cheaper and easier ways to connect to the
network such as Alliance Lite, as being of “enormous
benefit” to the smaller institutions, and also bringing
non-bank financial institutions such as fund mangers
into the community.

Swift itself has taken a long look at this, says Shay.
“Late last year we determined and agreed on a policy on
interoperability going forward. We will, based on the
business area, either offer translation services or not. It
will depend on whether or not it would work for that
business area. For instance, in the securities area we are
doing it for funds and for corporate actions, but we
don’t have anything in payments that we are doing
translation for,” she says. “Interoperability provides
those people who are ready to make a change with the >>
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