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Abstract
This thesis examines and provides insight into the financial services industry and how the
new payment services directive, PSD2, may come to change consumer behaviour and thereby
the industry. The research is exploratory and relies on a quantitative consumer-facing survey
as well as four semi-structured interviews with representatives from some of Sweden's largest
banks and third party payment providers. The results show that it is likely that the increased
competition will open up the market for new actors in the market acting as financial
marketplaces thereby leading to minimising the tradeoff between simplicity and multiple
providers. As such, in the future we will likely see less consumer loyalty and more focus on
the individual products and services as opposed to who is providing them.
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1. Introduction
This chapter will provide insight and background into the development of the financial
services sector in general and the rationale and development of PSD and PSD2 in particular.
Furthermore the delimitation and sustainability perspective of the thesis will be presented.

1.1 Background
Digitalisation has been and continues to be a defining aspect of the development and growth
of several industries. The banking and financial services sector is one of the industries where
the digital transformation is rapidly changing how financial services in general are conducted,
not only in terms of platforms, technology and firms on the market but also consumer
behaviour is affected (CEB, 2017). Digitalisation in combination with the ongoing
globalisation make people all over the world more connected; with that follows increasing
demands on harmonisation of e.g. processes and regulations. Not too long ago, online
shopping was a hassle even within the borders of a nation, but now the expectation seems to
be that ecommerce should be entirely global and hassle free, regardless of the location of
either of the parties. Ordering goods from China, paying with a Swedish credit card and
receiving the parcel from a German logistics firm should be as easy as going to the grocery
store.
In Sweden, as in most of the EU, online- and mobile banking as well as financial services
continue to grow. During 2017, 95% of the Swedish population used online banking and 93%
pay their bills in that fashion. Associated services are also quickly gaining traction in the
market and services like BankID (a mobile identification app) and Swish (a peer-to-peer
payments app) are used by the majority of the population with 73% and 66% respectively.
(The Internet Foundation In Sweden, 2017)
As online banking and financial services grow, new services and companies emerge, which
do not necessarily fit into the existing regulatory framework. In 2007 the Payment Service
Directive (PSD) took effect, an EU Directive regulating financial institutions and payment
services. The purpose of PSD was to harmonise the financial services market within the EU,
e.g. in terms of products, technical standards and consumer protection. Since then, the
landscape has changed and in 2018 the revised version, the Second Payment Service
Directive (PSD2), will take effect. The purpose of PSD2 is multifaceted. Firstly, it continues
to build on the PSD purpose with regards to harmonising the EU experience making
payments across EU countries as easy as within a nation. Secondly, it regulates Third Party
Payment Service Providers (TPPs) previously not included in PSD. Thirdly, it aims to
increase the competition for the banks and credit card companies by changing the access to
consumer data for TPPs. Lastly, PSD2 also strengthens the consumer protection by the
application of Strong Consumer Authentication (SCA).
!11

The development of PSD into PSD2 has become increasingly important over the last decade
as the financial services industry and fintech companies are growing in size as well as in
numbers and valuation all over the world (SVD, 2017). Out of all the EU countries, Sweden
is perhaps one of the countries most dependent on the new regulation, being a frontrunner in
fintech and with Stockholm being the second largest fintech hub in all of Europe (Invest
Stockholm, 2015). The Swedish fintech sector is attracting vast amounts of venture capital
and it is also the sector capturing the largest share of said investments. In 2016, 764 mSEK
was raised claiming as much as 13% of all investment rounds. Furthermore, the global
venture capital investments into the fintech industry shows no signs of slowing down but
rather increasing exponentially with forecast estimates for 2020 of venture capital reaching
46 bUSD worldwide. (Statista, 2018)

1.2 Problem formulation
The growth, sustained digitalisation and disruption of the financial services industry
continues to leave regulators struggling to keep up with the fast paced development.
Regulation and digitalisation are essential to support economic growth (OECD, 2018) and
reduce the risk of rent-seeking behaviour (Blix, 2015). PSD2 will have a sizeable impact on
how the EU citizens utilise financial services, but also change who has the possibility to
access their financial data. If the regulators are struggling to keep up, how are the consumers
managing and adapting to the changes in the regulatory environment concerning financial
services?
The Payment Services Directive (PSD) from 2007 is the foundation for PSD2, which is said
to have revolutionary consequences for the financial services industry in its entirety,
including a disruption of the oligopoly of the banks. There is only very limited research
around what implications PSD has had on consumer behaviour and, not surprisingly, even
less concerning PSD2, although the consensus is that it is a game changer. With that
background, this thesis aims to investigate the implications of PSD2 on the Swedish financial
services sector and its consequences for consumer behaviour.

1.3 Purpose
The purpose of this thesis is to investigate and create an understanding of the consequences
of PSD2 on the Swedish financial services industry and how its implementation could change
consumer behaviour regarding financial services. In order to accomplish the purpose, semistructured interviews have been conducted with representatives from large financial
institutions in Sweden, complemented by a survey aimed towards the Swedish financial
services consumer.
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Research question: How will the implementation of PSD2 affect the behaviour of the
Swedish financial services consumers?
In order to answer that question this thesis approaches the matter from three different angles;
1) the consequences for the industry 2) the consequences for the large firms 3) the
perspective of the consumer.

1.4 Delimitation
The study is limited to the Swedish market and companies currently regulated under the
Swedish Financial Supervisory Authority (SFSA). The companies participating in the case
study have been selected based on size and market penetration, consequently they primarily
represent the large financial institutions.

1.5 Sustainability
Oftentimes sustainability is defined as “meeting the needs of today without compromising the
ability of future generations to meet their own needs” (United Nations, 1987). In order to be
sustainable several aspects have to be considered, one way of segmenting the different areas
of sustainability is to divide it into environmental, societal and economic sustainability
(United Nations General Assembly, 2005). The primary sustainability focus of this thesis is
economic but occasionally addresses the societal aspects as well. Financial institutions
impact the economic circumstances of the individuals in their surroundings which is why
economic sustainability is a relevant aspect of this thesis. Societal sustainability, according to
the UN, “is about identifying and managing business impacts, both positive and negative, on
people” (United Nations, 2018). Financial institutions do not only impact individuals solely
in a financial way but more broadly, e.g. in terms of trust and everyday life by the quality of
the products and services they produce.
Technological and regulatory development of financial services and its impact on the
Swedish consumers is at the heart of this thesis. A foundation for societal sustainability is rule
of law and a solid regulatory platform in order to support both economic growth and
development but also quality of life and social cohesion (OECD, 2010). In terms of economic
sustainability the thesis contributes with knowledge around the development of the financial
services industry and implications around consumer behaviour which could have economic
impact.
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2. PSD2
The following chapter introduces PSD2, the legislations’ main purposes and the intended
implications for the industry, the consumer and the EU.

2.1 Background
The revised payment service directive (PSD2) is the updated version of the payment service
directive (PSD) from 2007. There seems to be no doubt that PSD2 will shake the financial
industry to its core, the question is to what extent (Wisterberg, 2017). Nordea’s Head of open
banking, Gunnar Berger, claims “it’s the biggest thing to happen to banking since the internet,
maybe even bigger” (Leijonhufvud, 2016). The purpose of the PSD2 legislation is
multifaceted, below follows a brief description of the main aspects.

2.2 Increase competition
Previously the banks within EU have stated that the data they have regarding a consumer is
their (i.e. the banks) data which is why they have been able to restrict access from third
parties, regardless of approval from the consumer. PSD2 is changing the perspective on
consumer data by stating that the consumer data is not owned by the banks but rather by the
consumers. Consequently, a consumer should be able to provide a third party (with the proper
financial service licence) access to that data if they so please (Payment services (PSD 2) Directive (EU) 2015/2366). By requiring banks to open up their technical infrastructure to
third parties the EU is taking a significant step towards open banking (McKinsey, 2018). The
reason why this is important is mainly to ensure a fair and open market to the financial actors
and thereby protect the consumers from pseudo-monopoly effects. The previous regulation,
PSD, has due to its lack of open banking practices hindered innovation as financial service
providers, e.g. Tink, Trustly and SEQR, have to a large extent had to rely on the mercy of the
banks for their services to provide real value for the consumers (Aronsson, 2015). In Sweden
the banks have often times simply said no to requests of access to data which consequently
have been a struggle for the TPPs (Wolf-Watz, 2015). This limitation for the TPPs has also
strengthened the oligopoly on the Swedish market where the four largest banks have a vast
majority of the market share. Basically the banks have, by restricting access from TPPs,
given themselves the key to success in launching new services, apps etc since they have been
the owners and keepers of the data. This could be the reason why bank-supported services
such as BankID and Swish have been so successful (Wisterberg, 2017). There is always two
sides to a coin and although the EU through PSD2 removes the monopoly on consumer data
the downside of this is that more financial service providers will have access to sensitive
consumer data. Consequently, this means a greater risk for the consumer as their data is more
exposed using multiple sources as opposed to one or a few. On the other hand these actors
will be properly regulated as opposed to under PSD which should counteract that risk.
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2.3 Regulate Third Party Payment Service Providers
The previously mentioned Tink, Trustly and SEQR, are examples of companies classified as
so called third party payment service providers. These have not been regulated under PSD
which have been limiting their possibilities on the market. PSD2 includes TPPs in its
legislation and the regulation allows them the access to consumer data they’ve been longing
for, provided approval from the consumer.
There are two types of TPPs; so called Payment Initiation Service Providers (PISPs) and
Aggregators and Account Information Service Providers (AISPs). What this means is that
TPPs either initiate payments (e.g. Trustly) or provide an overview of accounts (e.g Tink).
TPPs are oftentimes fintech companies but could also be other banks (European Commission,
2017) acting as a TPP for that specific customer. The share of banks acting as TPPs could
potentially increase as PSD2 is incentivising the banks to develop the services which the
previously unregulated TPPs have been aiming to attract consumers with.
PSD2 prohibits screen scraping technology to be used which is what TPPs oftentimes have
relied on. Screen scraping is the process of accessing data via the customer interface and with
the customer’s credentials, i.e. TPPs do not have to identify themselves towards the bank but
rather appear to be the customer accessing information (European Commission, 2017).
According to the European Banking Federation this technology poses a threat to data privacy,
cybersecurity and innovation (Jones, 2017) which is why PSD2 wants to regulate TPPs
properly and incentivise the banks to have an API which the TPPs can use, as opposed to the
use of screen scraping. However, PSD2 does enable TPPs to use screen scraping as a fallback
solution, should the APIs not live up to a certain standard. The rationale being that we need to
avoid the potential scenario of the banks giving themselves the upper hand by offering solely
substandard APIs or APIs with poor uptime.

2.4 Increase consumer protection
PSD2 will also make transactions online more secure by e.g. enforcing Strong Consumer
Authentication (SCA). This part of PSD2 will take effect 18 months after its initial
implementation. For any financial service provider falling under the PSD2 regulation it will
mean stronger identity controls by requiring at least two separate ways of authentication from
the consumer. The identity controls can be divided into three parts; 1) something the
consumer knows, e.g. password or PIN-code 2) something the consumer owns, e.g. mobile
phone or credit card 3) something the consumer is, i.e. biometrics such as a fingerprint or iris
scan. These security measures are already common in the EU, however primarily so in the
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case of physical transactions and in some EU countries on a voluntary basis which is what
PSD2 corrects. (European Commission, 2017)
Furthermore, PSD2 increases consumer protection by banning the use of surcharges which
means that companies can no longer charge consumers fees for choosing a specific payment
method. The estimate is that PSD2 with this change will save European financial services
consumers roughly 550 mEUR (European Commission, 2017). Yet another financial
implication for the financial services consumer with PSD2 is the increased protection against
fraud and lowering the potential fees (unless gross negligence or fraud on the consumers part)
which also will lead to lower costs for consumers all over the EU.
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3. Theoretical framework
This chapter presents the theories which constitutes the theoretical foundation for this study.
The main theories this thesis relies on are the theory of Diffusion of Innovations, Blue Ocean
Strategy, Switching Costs and Network Effects. Together they will act as support in the
investigation on PSD2s effects on consumer behaviour in the Swedish financial services
sector.

3.1 Diffusion of Innovations
The theory of diffusion of innovation by Rogers (1995) classifies diffusion as “the process by
which an innovation is communicated through certain channels over time among the
members of a social system“. By innovation Rogers refers to anything perceived as new. It
can be an idea, practice or product, but oftentimes refers to technological advances. The
speed of adoption varies and according to Rogers the timeline is dependent on the following
five criterias; (1) relative advantage: the perceived benefits of innovation in comparison to
other options (2) compatibility: how well the innovation fits with the needs, values and
previous experience of the consumer (3) complexity: the level of difficulty in understanding
and using the innovation (4) trialability: possibility of trying the innovation before
committing to full scale use and lastly (5) observability: the extent to which the result of the
innovation is visible to others. (Rogers, 1995)
When new financial services are launched on the market the consumers evaluate the services
by these criterias, consciously or not. The current financial landscape in Sweden is primarily
dominated by a few large banks which can affect the aforementioned criterias. E.g. the
trialability has been low due to lock-in effects and the observability has in some cases been
challenging for the fintechs to achieve due to their services being blocked by the banks. All in
all, these criterias are influenced by the current industry setting, which PSD2 will challenge.
Primarily PSD2 aims to, by making it easier and more secure to use TPPs, change the
perceived benefits and the observability of the innovation and thereby increasing
competition. That being said, current events is perhaps making it more difficult for PSD2 to
gain traction. The criteria of relative advantage could be affected by the implementation of
GDPR (Frydlinger, 2018) and the recent Facebook-Cambridge Analytica scandal (BBC,
2018), both highlighting the importance of protecting one's personal data.
The innovation-decision process for the consumer, i.e. the process of adopting or rejecting the
specific innovation, is heavily influenced by the aforementioned criteria. However, they only
affect one part of the process. The innovation-decision process in its entirety consists of five
steps and some underlying factors. The prior conditions affecting the decision are (1)
previous practice, (2) felt needs/problems, (3) innovativeness and norms of the social system.
The process itself consists of the following steps; (1) knowledge: the exposure to the
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innovation and some understanding of it, influenced by socioeconomic factors (e.g. level of
education and social status), personality traits and communication behaviour (2) persuasion:
the accumulated value of the innovation taking into account the innovation characteristics (3)
decision: to accept or reject the innovation (4) implementation: putting the innovation to use
and (5) confirmation: the act of seeking approval or support of the decision to accept or
reject. (Rogers, 1995). As new financial companies, products and services are launched,
consumers go through the innovation-decision process in order to implement the new
technology. The adoption rate of the new firm/product/service is largely dependent on these
factors which PSD2 will to some extent change, thereby changing the behaviour of the
consumers and the development of the industry.

!
Figure 1: The innovation-decision process as per the Diffusion of Innovations theory (Rogers, 1995)

Some individuals are faster and more inclined than others to adopt new innovations. Rogers
categorises adopters of innovation into different levels of innovativeness and explains how,
typically, these categories of individuals adopt innovation and when. The groups are listed in
order of inclination to adopt innovation and consist of the following; (1) Innovators:
venturesome individuals who are active seekers of new ideas not shying away from
uncertainty or risk, with a large network and extensive mass media exposure (2) Early
Adopters: an individual more local than the innovator and less ahead of the curve but still
significantly enough to act as a role model for potential adopters by decreasing their
uncertainty enough to adopt the innovation (3) Early Majority: has a longer decision process
than the previous two categories, rarely hold any leadership positions and is only slightly
ahead of the average (4) Late Majority: show scepticism of new innovations and normally
only adopt them after some pressure from their social groups, and lastly (5) Laggards: the
last to adopt new innovation, very cautious and desire certainty before doing so. (Rogers,
1995)
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Figure 2: Categorization of adopters of innovation (Rogers, 1995)

This categorization of adopters of innovation is based on that we as consumers are either one
or the other. However, financial services have a reputation for being boring (Financial Times,
2018) and as such this may not be the area where consumers are the most innovative. Should
the innovativeness and adoption rates be different than for other industries this would
consequently mean the effects of PSD2 would take longer for the average consumer to
perceive.
There are plenty of examples of companies in the financial services sector which more
recently have gone through the process of diffusion of innovation. In Sweden, as of 2017
there were roughly 150 registered fintech companies with Stockholm being the second largest
fintech hub in Europe (Vinnova, 2017). For the purpose of this thesis the focus will lie on a
couple of the companies and services which have received a lot of traction in the Swedish
market. Two examples of two successful fintechs is that of Swish and Bank-ID. They were
both developed by (Swish, 2018) or with a high level of involvement (Bank-ID, 2018) from
the largest Swedish banks, Bank-ID launched in 2003 and Swish in 2012. Additional
successful examples of financial services adopted by the Swedish community, without
extensive involvement from the Swedish banks, are Klarna, iZettle, Tink and Trustly.

3.2 Blue Ocean Strategy
Just over a decade ago Chan Kim & Mauborgne (2005) presented their Blue Ocean strategy
theory. They compared the blue ocean, a market with little competition where demand is
created rather than competed for, against the red ocean; bloody from the fighting in the water
over a market where supply exceeds demand and rivals are fighting over a shrinking pool of
diminishing profits (Chan Kim & Mauborgne, 2005).
The authors show that acting in a blue ocean as opposed to a red bloody one is financially
advantageous and that lasting success comes not from battling rivals, but from creating blue
oceans. This is where all firms should aim to be or move toward and the way to achieve that
is by high differentiation and low cost, thereby making competition irrelevant (Harrison
2018). There are two types of blue oceans, defined by how they are created and the results
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they produce. Regardless of the type of ocean the firms creating them either reduce or
eliminate problems, create new solutions or simply raise the bar in terms of quality. This is
what the authors refer to as value innovation (Chan Kim & Mauborgne, 2005). Value
innovation can, as mentioned, create a blue ocean in two ways. This is accomplished either
by the creation of a new industry or by the development and extension of a red ocean; when a
company succeeds in expanding the boundaries of that existing industry (ibid). The latter is
far more common with 86% of the blue ocean cases being created in this manner, however it
is vastly less profitable; capturing 39% of total profits albeit 62% of total revenues (Chan
Kim & Mauborgne, 2005).
The Swedish financial services market has over the last decade grown extensively in terms of
number of companies, customers and turnover. Fintech, a subcategory of the financial
services market, is the most popular sector for venture capitalists (Industrifonden, 2017).
Companies like Tink, Swish, BankID and Klarna have all managed to create a new offering
thereby expanding on the already existing market and as such creating a profitable blue
ocean. They have to a large extent acted alone, or with a significant first mover advantage, on
their respective share of the financial services sector. PSD2 with its intent on increasing
competition in the market by reducing the monopoly-power of the banks could therefore
create a spark turning these previously seemingly blue oceans with high profitability into red
bloody oceans with intense competition and supply exceeding the demand. Competition is
increasing for not only the banks themselves but also for the existing successful TPPs. For
example, Tink and Swish are both facing pressure from Klarna (Wisterberg, 2017) (Blix,
2017) and challenger Verisec has their target set on BankID (Gustavsson, 2017), all of this
previous to the launch of PSD2 which undoubtedly will increase competition further.

3.3 Switching Costs & Network Effects
Switching costs and network effects play an important role in the decision process for a
consumer so long as there is competition in the market. Switching costs occur if a consumer
repeatedly purchases a product and should he/she switch from one firm to another they would
thereby incur an additional, switching, cost (Farrell & Klemperer, 2006). These costs can be
either (1) financial (penalty fee, start-up fee etc), (2) procedural (time, effort etc) or (3)
relational costs (e.g. personal relationships or identifying with a brand) (Burnham et al,
2003).
To the financial services sector in Sweden the concept of switching costs is not new, one
example being that of pensions which is one of the products of the banks. It is currently often
both cumbersome and expensive to change provider which means a significant lock-in effect
for the existing provider. Consequently, the average Swedish consumer rarely change bank.
Although the number of consumers willing to change bank is increasing, figures from early
2017 show that only 9% has done so in the last three years (SVD, 2017). Granted, this
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number does not take into account that one person may choose to add one or multiple banks
and therefore utilise several banks simultaneously. Regardless, this means a high switching
cost for the consumer which, especially considering the oligopoly in the Swedish banking
sector, creates difficulties for new players to gain market share.
Network effects and switching costs are closely related but whereas switching costs focus on
the negative aspects consumers face when changing provider, network effects focus on the
positive aspects of either 1) large or increasing number of members (Katz et al. 1994) 2)
large or increasing number of consumers (Katz et al. 1985) and lastly 3) collecting services
and products under the same brand (Church et al. 2002). An example of the latter is when
insurance companies offer discounts for those who use several of their insurances and a
product oriented example is provided by Apple, whose products are constructed to provide
additional benefits for those consumers who choose to use several of their products as
opposed to combining with other hardware or software solutions. Evidently, the benefits can
be both monetary as well as functional and the value is up to the consumer to decide.
Turning to the financial services industry specifically, an example of a functional benefit is
the added simplicity from collecting all information in one place. For the consumer, this
saves time and effort when planning and managing one's finances which is reinforced when
considering the need to spend time and effort also to change provider. Similarly, a clear
monetary benefit is that collecting services in the same place often has advantages such as
pricing or discounts as well as higher leverage when negotiating e.g. mortgage rates. As an
example SEB has a package deal called “Enkla Vardagen” and Nordea’s equivalent is
“Vardagspaketet”, both offering better pricing for collecting several services and product
under their respective umbrellas.

3.3 Economic regulatory theory
Regulation plays an important role in modern society and largely impacts our lives, e.g. what
we eat, how we live and also our relationships with financial institutions. Since the financial
crisis of 2008 the banking and financial services sector has seen a large increase in regulation
relating to financial institutions (Economist, 2018). As regulation carries significant impact
on the entire industry a selected portion of economic regulatory theory will be presented here.
I will focus on the theory of economic regulation by Stigler (1971), the public interest
aspects of Pigou (1938) and lastly the contracting theory of Coase (1960).
Pigou (1938) in his Economics of Welfare outlines a theory of regulation which these days is
occasionally referred to as the helping hand view (Shleifer and Vishny, 1998), in contrast to
the invisible hand (Smith, 1749) view which Pigou did not believe in. Pigou rather states that
that unregulated markets more often experience market failures, such as monopolies or other
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externalities. Pigou believed that such externalities created a maximum amount of national
divide which were to be avoided, in part by proper regulation which could for example be
applied to restrict entry thereby raising the bar in terms of quality and consequently in general
better outcomes for society.
Coase (1960) presents a case for contracting theory which is far less invasive than what Pigou
proposes and a criticism of that very perspective on regulation. Coase states that there are
only few cases where competition or private litigation, i.e. where regulation, enforcement and
dispute resolution is handled by private actors rather than public (University of Antwerp,
2018), does not adress market failures. In such cases, Coase (1960) proposes that the court
can enforce contracts and rule of law thereby addressing there aforementioned market
failures.
As for the theory of economic regulation laid forth by Stigler (1971) this theory continues
Coase’s critique of the invasiveness of Pigou’s regulatory theory and goes on to state that
even though market failures exist, government regulators are incompetent, corrupt and not
necessarily the benevolent and competent government which is needed in order to use
regulation as a tool for addressing market failures.
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4. Methodology
This chapter explains the research approach, how the survey and interviews were conducted
and how the data was collected. Lastly the reliability, internal and external validity will be
discussed.

4.1 Research approach
PSD2 is a recent addition to the EU regulatory framework which means there is limited
research on the topic, hence an explorative research approach has been used. The thesis is
constructed as a case study and relies primarily on two sources of data, 1) the qualitative data
from semi-structured interviews with financial institutions, banks and TPPs alike, as well as
the 2) quantitative data from a survey aimed at the end-consumer of these financial services.
Furthermore, other data has been gathered from previous research and the media as the
development and implementation of PSD2 has been covered in several esteemed financial
newspapers. As mixed methods are used both a qualitative and quantitative perspective is
offered where the interviews with the financial institutions provide a more elaborate
explanation whereas the survey provides a larger data set to support the conclusions. The
mixed methods also provide legitimacy to the thesis as the research on the topic is limited
and a single method would only show a limited perspective on the issue.

4.1.1 Interviews
For the interviews a cross-section of financial institutions were identified and selected based
on 1) size, 2) market penetration and 3) type of financial institution in order to identify those
most affected by the new legislation. To provide a solid foundation for the thesis it was
considered paramount that both banks and TPPs were represented. Thereafter the relevant
companies were contacted and chosen based on whether or not they were willing and able to
participate.
The first interview was conducted with Klarna, a company in the unique position in the PSD2
context since they’re considered both a bank and a TPP. The first interview was used to
broaden the understanding for PSD2 and the challenges and opportunities it brings with it
before moving on to the other interviews. See the table below for a full list of interviewed
financial institutions.
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Company

Company description

Interview

Trustly

Trustly is a TPP offering a B2C
payment solution.

Face-to-face interview with Karl Samuelsson,
Legal Counsel. Approx. 45 min

K l a r n a A bank (Klarna Bank AB) and a
Group
TPP (Sofort GmbH) offering
primarily B2C payment
solutions.

Telephone interview with the Senior Manager
Payments, Tanya Juul Kjaer. Approx. 30 min

SEB

One of the four major Swedish
banks.

Face-to-face interview with Head of Business
Development, Robert Pehrson. Approx. 50 min

Nordea

One of the four major Swedish
banks.

Face-to-face interview with Head of open
banking, Gunnar Berger. Approx. 1 hr

Table 1: Companies interviewed

All interviews were semi-structured, meaning that an interview guide was used with a list of
open questions prepared ahead of time, but the interviewer is still able to ask follow-up
questions and stray from the guide when appropriate. The interview guide can be found in
Appendix A. The rationale behind this structure of interviews was to heighten the output from
the interviews in terms of quantity and quality, as well as being able to adapt to the
interviewee depending on their forthcomingness. Semi-structured interviews are a good
choice when you only have one opportunity to interview someone, which was the case for
this thesis. Furthermore, all interviews were recorded to ensure accurate quoting, to avoid
relying on the memory or notes of the interviewer as well as to enable the interviewer to
focus on the interview itself as opposed to taking notes. (Cohen & Crabtree, 2006)

4.1.2 Survey
The survey results where gathered primarily by publishing the survey on Facebook, both on
the personal profile of the author as well as in interest-groups, and on Linkedin in the author's
personal network. Due to the set up of both Facebook and Linkedin the reach is beyond the
personal connections of the author but it cannot be rejected that it is likely people closest to
the author who have contributed with their input. Although interesting, consequently the
results of the survey is likely not representative for the entire Swedish population but rather
represent a subsegment of the same.
The survey was constructed in the following manner; questions concerning 1) the personal
aspects of the contributor, 2) behaviour relating to the use of banking and financial services
3) Rogers diffusion of innovations theory and lastly 4) switching costs and network effects.
The questions can be found in Appendix B. The survey was written in English in order to
reach as many potential respondents as possible. During a three week period, the survey
resulted in 304 respondents which is a sufficient size to draw conclusions from. The survey
was exposed to ca 7300 individuals, i.e. a participation rate of 4%.
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4.2 Reliability and validity
The reliability and validity of the thesis is of paramount importance as it speaks to the value
of its results. As for reliability it is defined and measured by the possibility to repeat the
research (Collis & Hussey, 2014). This thesis relies on two primary sources of data,
interviews and a survey, which will have different levels of repeatability. Whereas repeating
the survey and the interviews is possible, it is likely that the survey results will differ due to
the likelihood that the respondents for this survey solely represent a subsegment of the
Swedish population as opposed to the population in its entirety. However, as the number of
respondents is of significant size the results should represent a large share of the Swedish
population. For the interviews, if they were to be repeated with the same representatives and
questions the results should be similar, given that the interviews are conducted in the not too
distant future. Should interviews be held with other individuals from the same firm or even
representatives from other firms the results would likely differ more. With that being said, it
is clear that several of the representatives are in fact aligned on the development of the
industry as a consequence of PSD2 which should indicate a consensus in the industry, given
the current circumstances. Therefore, as the reliability in qualitative research is focused on
the repeatability of the analysis in itself, the reliability of the interviews as well as the survey
should be intact (Uusitalo, 1999 in Mertanen, 2015).
With regards to the validity of the research an important aspect is whether or not the research
accurately measures the intended target and not some other concept (Collis & Hussey, 2014).
This thesis focuses on a recent development in the financial services industry and from the
interviews it is clear that all firms have a common view on where the development is headed,
although nothing is for certain. This means that the representatives may choose to hold back
some critical information or analysis they have made in order to not show their hand or
expose a potential competitive advantage. Should this be the case, this could harm the
validity of the research. Another aspect to keep in mind is that all interviewees represent their
employer and might be biased which could also affect the analysis and therefore the validity.
As for the validity of the survey the questions are asked in a straightforward manner not
utilizing operationalizations which means that the construct validity as well as the internal
validity should be high. However, this is dependent on the self-awareness of the respondents
which is difficult to ascertain, this is one of the auxiliary hypotheses of this survey.
Additionally, the sample might be skewed toward the authors network the external validity
could be questioned.
There is also a risk of research bias as the author is currently employed by Klarna and may
unconsciously be looking for evidence which confirms the previous expectations on the
research from having worked in the industry (Grüne-Yanoff, 2016). The risk of research bias
is always present but perhaps in this instance particularly so due to the authors employment.
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On the other hand, since the risk of research bias is present perhaps the awareness in itself
counteracts that risk.

4.3 Limitations
In addition to the potential challenges with reliability and validity there is also a limitation
related to researcher bias as the author of this thesis is, as mentioned, currently employed by
one of the participating firms, Klarna. The downside to this is that the author might be biased
from working at the firm. However, the author has not worked specifically with PSD2 related
questions which limits this bias. The author’s knowledge from the fintech, financial services
and banking industries means that this thesis also relies on years of related work experience.
This has not only contributed with insights but also with a network within the sector which
has proven beneficial when setting up interviews as well as added legitimacy when
approaching the firms and their representatives.
Although the research has reached its aims, some additional limitations were difficult to
avoid. Firstly, even though the sample size of the survey is considered sufficient it would
have been preferable with a larger sample size and particularly one more representative of the
Swedish population in its entirety. The survey had a participation rate of only 4% which
means that a large share of people chose not to participate. The reason for this is unknown but
the survey was primarily exposed to potential respondents by social media which is less
aimed at the individual and as such could have a lower level of engagement. However, due to
the nature of social media an analysis comparing the participants to the non-participants
cannot be made. Secondly, the survey partially consists of self-evaluation questions where the
respondents ability to evaluate themselves accurately can be questioned. Additionally, the
survey was in English and this is not the native language of the author nor possibly of all the
respondents. As such, the language might be interpreted differently by each respondent
although the aim was to be as neutral, objective and clear as possible.
With regards to the interviews not all contacted firms have been interested in participating
which can possibly skew the results which should be taken into consideration when
reviewing the empirical evidence.
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5. Empirical evidence
This chapter presents the results from the interviews with the financial institutions as well as
the results from the consumer-facing survey. Firstly, the output from the interviews with the
four financial institutions will be reviewed separately focusing on the PSD2 implications for
the consumer and also for the firm, as these implications also will have an impact for the
consumer and consequently the consumer behaviour. The second part will present and review
the results from the consumer-facing survey and lastly some concluding remarks on the
empirical evidence in its entirety will be laid forth.

5.1 Interviews
5.1.1 Interview: Klarna
Klarna is a Swedish fintech company which was founded in 2005. The business is focused on
simplifying business-to-consumer (B2C) payments, primarily in the ecommerce sector. In
2017 Klarna received its banking licence making the company one of Europe’s largest banks
with 60 million consumers across 14 countries. (Klarna, 2018)
PSD2 implications for the firm
“Regulation never creates innovation, technology always comes first and regulation plays
catch-up” - Juul Kjaer
In 2013 the German direct-debit company Sofort was bought by Klarna (Techcrunch, 2013).
Sofort is one of the primary reasons for why PSD2 became reality (Nyteknik 2017) and as
such Klarna via Sofort has been very involved in the creation of PSD2 says interviewee
Tanya Juul Kjaer, currently serving as Senior Manager Payments for Klarna. Sofort has in the
past faced challenges from using screen scraping technology, being both heavily blocked and
sued by the banks in several of their markets. Consequently Sofort took this issue to a
political level by turning to the competition authorities for review whom agreed that the
banks were not acting in line with current competition legislation. This is, according to Juul
Kjaer, one of the primary reasons for the development of PSD2, which is now paving the way
for innovation.
In the light of Klarnas recently attained Swedish banking licence, the firm is an interesting
player in the market considering they must both take into account the PSD2 consequences for
banks as well as for TPPs being that Sofort is classified as the latter. According to the
interviewee a number of things could potentially be concerning with the regulation.
Particularly relating to the Klarna business with regards to the implementation of SCA as
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Klarnas payment methods could become subject to SCA which could be an issue. Reason
being that an implementation of SCA could increase the friction in the checkout and
consequently lead to a decrease of conversion rates. Although PSD2 has allowed for Sofort to
continue their service, there is one drawback to consider which is the need to replace screen
scraping with APIs. Furthermore it will also create double work as Sofort will need to
maintain dual integrations. On the other hand a possibility opening up from PSD2 is that the
Sofort business could be externalized and sold as a B2B product similarly to what Tink has
done.
Juul Kjaer points out that one must separate between the implications from PSD2 and the the
Regulatory Technical Standard (RTS) which is the technical specifications and requirements
relating to PSD2. PSD2 levels out the playing field and allows fintechs to effectively compete
with the banking conglomerates. The regulation is a consumer-centric directive with focus on
security, which is needed e.g. due to issues in the industry relating to fraud. The issue,
according to the interviewee, is when it comes to the implementation as the regulators
attempt to regulate on a extremely detailed level and by that inhibiting innovation. This has
lead to a compromise, the banks are asked to deliver an API but if they for some reason
choose to not do so or if their API falls short the TPPs can still rely on screen scraping as a
fall back solution.
The interviewee feels strongly that PSD2 will lead to more competition and new market
entrants although there has not been a surge in new players yet. The major players are still
Sofort, Trustly and Tink, whom are challenging the banks in terms of better UX, products and
services. These players could very well replace banks in the long term. However, Juul Kjaer
states that the rhetoric has changed, the previously hostile approach between the TPPs and the
banks has softened up in 2018 and now the focus is on collaboration and partnerships. An
example of this is Tink’s B2B service which is licensing their solution for other fintechs and
banks to use. The question is now rather how banks can utilise these new fintech by e.g.
investing, acquiring or simply buying their services. According to the interviewee, the
fintechs have the speed to deliver so much faster than the banks can do.
“If we’ve learned anything from PSD2, we can’t be very protective and afraid of competition,
it’s not a great approach, you don’t need to be very defensive and aggressive. You just need to
build better products.” - Juul Kjaer
PSD2 implications for the consumer
According to the interviewee, it is likely that the average consumer will have more options
with regards to the financial services they choose to use. Not only is PSD2 important for
opening up the market but another regulation called GDPR, also implemented in 2018, plays
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an important role in this. It is the consumers who own their personal data, not the banks. This
means that the consumer can choose to transport the data to another bank or financial service
provider. This is not new but currently quite cumbersome. PSD2 and GDPR in their
combination will enable consumers to switch between providers in a heartbeat.
As the offerings become broader and easier to switch to, the interviewee believes that the
industry will move toward offering a financial marketplace, similarly to what Amazon has
done for ecommerce. This is the direction Klarna is taking with their app. Hopefully PSD2
will provide a valid option for consumers to combine several financial service providers but
still be able to have the overall view via the financial marketplace.
Banks are threatened from a lot of directions, not only from PSD2, but PSD2 is driving
market change. Our generation has the same banks our parents set us up with says Juul Kjaer
and goes on to state that she believes this will change for the coming generation and that
we’re already taking steps in the direction of turning around the culture of staying loyal to the
same bank. The coming generation will go for the best service. Especially since the personal
relationships between consumer and bank which used to exist are disappearing. Although it
might be an element people like, the banks have to a large extent taken that away. Consumers
do not need to contact their banks as often as before and, similarly to what is happening in the
primary care industry, consultations could be offered remotely online.

5.1.2 Interview: Nordea
Nordea is a Swedish bank-conglomerate which was formed in 2001 when a merger of four
nordic banks (Nordbanken, Unibank, Kreditkassen and Meritabank) was completed. Nordea
is one of the largest banks in Sweden and in Europe acting in 17 countries, employing over
30 thousand people and serving more than 10 million consumers. (Nordea, 2018)
PSD2 implications for the firm
Although the RTS does not take force until September 2019, Nordea is already opening up
their solutions and code to other banks and fintechs. Gunnar Berger, currently Nordeas Head
of open banking, states that they want to be the best and the first, not shut out others, which is
why Nordea is launching several premium APIs in the coming months. This, according to the
interviewee, is the main impact of PSD2 for Nordea. The implementation of the regulatory
framework is incentivising the bank to take leaps in developing new technology which would
not have happened without PSD2 and the same goes for a lot of other banks too says Berger.
The technology used to communicate with the consumers until now is old and these APIs
create completely new opportunities for machine-to-machine (M2M) communication and
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seamless solutions. “This will transform our consumer offer and enable for the consumer to
mix services from several providers” states Berger.
Nordea sees that PSD2 is clearly opening up for new ways of working between banks and
TPPs, “you can be a client one day and collaborate the other”. However, the interviewee
states that they need to decide who to cooperate with carefully as cooperating with everyone
is only an option for those who are very market dominant. Berger states that it is still very
important to know who your competition is but PSD2 still opens up for more cooperation
than previously.
A big change PSD2 leads to is that it breaks down the banks monopoly on the digital
relationship. The customer has previously had to turn to their bank in order to access their
account, which is no longer needed. This is a huge change for the banks who will now have
to compete on equal terms, i.e. those who are best and offer the best price will win the
consumer relationship states Berger. The interviewee continues to say that as the Swedish
banking sector has been an oligopoly with outdated technology this will challenge and
incentivise the banks to develop better products and services. Although the banks face a
challenge with PSD2, an aspect which speaks for the remained dominance of the banks is
what Berger refers to as the “bank-values”; trust, compliance etc. Surely there are some great
fintechs of the likes of Tink but consumers are quite wary of handing out the access to their
data which is probably why their consumers are still relatively few says Berger. On the other
hand, when TPPs are supported by banks as Tink is now, they are “legitimised” by
piggybacking on the banks reputation. This is a win-win since the banks want access to the
fintechs which are quicker and innovative.
Lastly, Berger states that PSD2 in itself will primarily lead to change by being the spark that
lead to the development of open banking in the EU which in turn will change banking as we
know it.
PSD2 implications for the consumer
The interviewee believes that consumers will prefer to remain to have one provider as that
will mean less hassle and time spent. However, considering the digitalisation it is difficult to
say who that provider will be. Berger believes in the one-stop-shop still, but if it is seamless it
is likely that the industry will develop a co-delivering of a service as opposed to one firm
offering all products and doing so well.
PSD2 breaks down the monopoly on the consumer relationship which means that neither
Nordea, nor other banks, can be certain to retain that consumer relationship which is where
the power of PSD2 lies. It is a real risk that the banks could lose the consumer interface and

!30

the interaction with the consumer, thereby losing the consumer relationship. PSD2 has not
only lead to the development of open banking but also provided the banks with an incentive
to update old technology which should prove very advantageous to the consumer. The banks
can no longer rely on the consumers coming to them. Berger predicts that we will see what he
refers to as digital versions of department stores where one provider gathers several other
providers but still retaining the simplicity of having everything in the same place.
In terms of competition in the market the interviewee believes that most of the best fintechs
already exist, mentioning companies like Tink and Klarna, and that coming changes will not
be that big. Although the regulators constructed PSD2 to increase competition between banks
and TPPs, Berger states that the outcome is likely more competition between the banks
themselves. With regards to the relationship between banks and TPPs the interviewee
believes a more collaborative market will develop in the after-effects of PSD2, similarly to
that of Tinks B2B licensing solution.

5.1.3 Interview: SEB
SEB is one of the Swedish big banks, primarily active in the Nordic and Baltic region.
Stockholms Enskilda Bank was founded in 1856 and merged with Skandinaviska Banken in
1972 which is when SEB was established. They service 4 million consumers and employ
more than 15 000 people. (SEB, 2017)
PSD2 implications for the firm
For SEB the main consequence from the development and implementation of PSD2 is the
rise of open banking. Where PSD2 regulates access of accounts and the initiation of
payments, open banking refers to the general development of the market. For example, more
third party solutions are being built between the banks and their customers where services
providing e.g. a financial overview could be offered. The concept of open banking is not new,
in fact it has been implemented in the B2B side of banking for many years, with large
corporations who want to use their own interface as opposed to the banks. But for the B2C
business this is something entirely new. All of the banks’ products and services could
potentially be distributed in other channels than their own. SEB is developing new APIs to
increase the flexibility in the ways they share data, although the old technology will still be
used going forward.
The interviewee Robert Pehrson, currently serving as Head of Business Development at SEB,
states that what is good about PSD2 is the clarity regarding how to share information and also
that screen scraping is reduced to a minimum. Information sharing is at the core of PSD2 and
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Pehrson believes that providing good information will become even more important in the
future. The firm which is able to provide the best overview will also be the one who owns the
transactional services and offering the consumer other products, e.g. mortgages. The question
is then, what type of position are the different banks taking in terms of offering a solution
which gathers and displays financial information from several providers? A lot of companies
wants to become that hub, and it is yet unclear who will grab that spot. This will be essential
in order to be relevant for the consumer, regardless if you’re a TPP or a bank. Some will be
more passive and develop into an infrastructure as opposed to a firm owning the consumer
relationship. The interviewee states that advisory services is one of the areas where SEB
could make a difference with their skillset and goes on to say that it is likely advisory
services and data usage which will be the deciding factors. Other products will converge and
become more similar.
In terms of future development of the industry, Pehrson is hoping that PSD2 and open
banking will increase innovation in the sector, which is in line with what SEB is seeing
currently. Furthermore, fintechs and banks will likely cooperate more and the attitude in the
industry has changed from viewing the fintechs as something that would kill the banks to a
collaborative view on the future of financial services and banking. A clear indication of this is
SEBs own investment in the fintech and TPP, Tink. That being said, the banks have an
advantage when it comes to trust, the consumers knows that the bank will help out in the
event of fraud or phishing. Pehrson believes that this is probably the reason behind why it is
the Swedish banks who have developed Bank-ID, the Swedish citizens trust the big banks.
PSD2 implications for the consumer
As previously mentioned, the interviewee believes that the industry will see a development of
a financial services hub which gathers several providers under the same roof. Seeing as the
bank has previously been able to attract a consumer with one product and then gaining the
entire consumer business simply by owning the consumer relationship. Should a hub develop
in the market that would likely change. Pehrson states that if SEB does not manage to provide
additional value there will not be a reason to collect all services under the SEB umbrella
because other parties will be offering solutions providing the overview. Hence the network
effect will largely be diminished. Possibly only if you need to make large adjustments or
changes to your setup there would be an advantage of having one provider make the
necessary changes.
One of the great developments of PSD2, according to Pehrson, is that it will be more safe for
the consumer. Initially the TPPs on the market had a “quick-and-dirty” solution where they
asked for the login information from the consumer, later on moving on to utilise the Bank-ID
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technology together with screen scraping. This will now solely be used as a fallback solution,
increasing the safety for the consumer.
Pehrson believes that it will be more important for banks and TPPs alike to be able to offer
the consumer better data insights and financial advice. In the war for the consumer
relationship this also means a significant improvement for the consumer in terms of accessing
and analyzing information.

5.1.4 Interview: Trustly
Trustly was founded in 2008 and is a Swedish fintech company specialising in online B2C
bank-transfers. The company offers cross-border payments to and from consumer bank
accounts at over 3000 banks in 29 European markets. Trustly has 200 employees and is one
of the fastest growing companies in Europe (Trustly, 2018)
PSD2 implications for the firm
PSD2 driven by the aim to challenge old monopolies and increase competition in the market
says Karl Samuelsson, Legal Counsel at Trustly. PSD2 is a big change for Trustly who has
had difficulties gaining traction with their screen scraping service due to the banks. The
banks have tried to block us from accessing account information says Samuelsson. From
Trustlys perspective it has been quite difficult but now they have managed to acquire a
position in the Nordic region where the banks accept their presence. With PSD2 the banks do
not really have a way of stopping Trustly nor, according to the interviewee, do they have
anything to gain from doing so. Samuelsson states that the mentality has changed and the
banks are now more positive towards the fintechs and TPPs, mentioning the SEB investment
into Tink as an example. The entire banking industry has historically been negatively geared
towards the fintechs, also in Sweden, but this has now changed. However, in some other EU
markets Trustly is still struggling in court to fight for their right to access consumer data from
the banks.
With a business and technology entirely dependent on screen scraping, Trustly now has to
develop their technology to be able to access data via the banks APIs instead. The interviewee
says that Trustly would prefer to use APIs as they are often faster. Screen scraping will be
their fallback solution going forward. The downside to the new legislation is that Trustly has
to spend time and resources on the development of these new APIs and possibly in the future
have to maintain both the APIs and the screen scraping technology.
Trustly have been one of the firms involved in the development of PSD2 and continues to be
involved with their CEO serving in an API evaluation group, providing guidelines around the
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RTS. The API evaluation group consists of representatives from the banks as well as from the
TPPs and offer advisory services around the APIs. Samuelsson sees that there is still a lack of
clarity surrounding the RTS and both banks and TPPs need to reach a consensus regarding
what actually is required.
That being said, the interviewee looks positively on the new legislation which has the
consumers best interest at heart. Samuelsson states that it is clear that PSD2 will lead to an
increase in competition and already a lot of new firms are entering the segment which is
unlikely to have happened should PSD2 not have been implemented.
PSD2 implications for the consumer
Due to the consumer-centricity of the directive financial services will become better, more
safe and cheaper for the consumers, which is the big impact of PSD2. Samuelsson also
believes in the development of a service where the consumer will be able to gather several
financial services in the same app which is more user friendly than the current setup. The big
question is how to keep the consumers; we are all afraid of solely becoming an infrastructure
says Samuelsson. I would assume that the way to avoid that is to offer the best products
under the best terms and by nurturing the consumer relationship.
Furthermore, the Swedish consumers have been quite locked in when it comes to their bank,
rarely changing provider. The reason being that it simply has been difficult to switch bank,
but this will change with PSD2 and GDPR. Taking that into consideration, Samuelsson
believes we will see less loyalty and greater movement of consumers between banks and
financial service providers. However, that will only happen should we see a development of
options the consumers feel are better than their current setup, otherwise they will not switch.

5.2 Survey
As previously mentioned the survey generated 304 respondents from a 4% participation rate.
The results from the survey will be presented and analysed below separately grouped by the
category of the question. In the appendix an overview of the survey can be found.
Characteristics of the respondents - Q1, Q2 and Q3:
As for the personal characteristics of the respondents, in this case gender, age and education;
the majority of the respondents (71%) are female. Due to the lack of a more equal distribution
of gender this needs to be taken into consideration when analysing the questions to follow.
Perhaps it also shows the skew of the author using her own channels to distribute the survey.
A similar skewness is visible also in the age distribution where the majority of the
respondents are quite young. 60,5% of the individuals are in the ages 20-29. Another large
segment is the 30-39 category with 27% of the respondents. This is clearly not a reflection of
!34

the Swedish population but more likely that of the extended network of the author which
needs to be considered when analysing the survey results in its entirety. With regards to level
of education the results are relatively well distributed with 25% highschool, 42% bachelor’s
degree and 33% of the respondents having a master’s degree. However, this probably also
reflects the authors network as only ca 27% (SCB, 2017) of the Swedish population has a
bachelor's degree or more, whereas for this survey that group makes up an astounding 75%.
On the other hand, younger women in Sweden are generally among the highest educated in
the country (SCB, 2016) which is the largest group of respondents in this sample.
Furthermore, the author and the university for which this thesis is written, is located in
Stockholm and it seems likely that a large share of the respondents are also located in
Stockholm which is the county with the highest average level of education (SCB, 2016).

!
Figure 3: Survey results - Question 1
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Figure 4: Survey results - Question 2
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Figure 5: Survey results - Question 3
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Financial services utilization - Q4, Q5, Q6, Q7 and Q8:
A staggering 49% of the respondents have never changed bank and just over 30% has
changed bank in recent years (0-5 years ago). This is to be compared with the numbers from
SVD in early 2017 mentioned previously in this thesis, where data shows that only 9% of
Swedes had changed bank in the last 3 years. So if anything the respondents in this thesis, 9%
having changed bank in the last year, seem to be less loyal to the banks than the average
Swedish citizen. Despite that these figures shows the strong foothold the large Swedish banks
have in the financial services market and the current inclination of the consumer to stay loyal
to their current provider. What these numbers do not take into account, nor has the author
been able to find data on this, is how many banks the average Swedish consumer has and
how the utilization of these have changed over the years, perhaps the results from the survey
do not tell the full story. For example, it could be the case that the average number of banks a
consumer uses has increased which means that one sole bank is not receiving the full
consumer business. Or it could be the other way around, implying an even larger lock-in
effect.
On the topic of the utilization of specific financial services and the rationale behind it, almost
all of the respondents have used Bank-ID and Swish in the past 12 months. Falling not too
short of those numbers is Klarna of which 86% of respondents state to have used in the last
year. Even the TPPs without significant bank-relationships are gaining traction on the
Swedish market with firms such as Tink and iZettle closing in on the 50% mark of the
respondents in this survey. However, these numbers fail to show to what extent the services
are being used, which would speak to the level of adoption of the different services.
Regardless, the services which have the highest level of utilization in this survey are also the
firms which have managed to provide value innovation for the consumer by offering a unique
product thereby creating a Blue Ocean for themselves.
Taking into consideration that the sample group seem to be less loyal to the banks than the
rest of the population the banks remain the preferred party for savings accounts, pension and
lending by a longshot. Where TPPs are concerned these are primarily preferable in the area of
spending analysis and payments. Perhaps as e.g. Swish, Tink, Klarna per the previous
question are popular options these specific companies have paved way for taking a step away
from the one-stop-shop which the banks previously have been. As the banks have strong
relationships with some of the more utilised services this could have affected consumer
adoption not only in terms of observability but also with regards to relative advantages
perceived by the public as these relationships may grant the firms more exposure to the
consumers, legitimize their business and thereby increase the visibility and reduce the
perceived risks for the consumer.
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Question seven bluntly and explicitly asks what can be drawn as a conclusion from some of
the other questions combined. Surprisingly not everyone is inclined to agree with this
statement with as much as ca 47% of respondents stating they are neutral or unlikely to
choose a unique, well priced and simple product should it be offered by a TPP. Clearly there
is a significant lock in effect for the Swedish banks as long as they offer the product or
service. However, the question is not a catch-all and there are still relevant variables outside
this scope, e.g. trust, compliance and relationship. It could also reflect whether or not
consumers are equally innovative in the financial services domain or tend to behave more on
the laggard side of the adopter innovativeness spectrum. More on the topic of adoption and
innovation rates in Q16-Q18.
For question eigh, price seem to be of little importance or at least less important than
uniqueness or improved quality for the respondents. A small share of the respondents chose
the “I don’t / Other” option but all of them have marked the usage of either Swish, Bank-ID
and/or other of the third parties listed in Q4 meaning there is some variable not covered by
the three other reasons listed. The lesser importance of price reflects the Blue Ocean theory
proposing that those firms who are to be successful rather create a blue ocean out of a new
product/service alternatively significantly improves the product/service as opposed to
offering the consumer a lower price. Outpricing the competition does not seem to be a good
way to go for the firm who wishes to reach the population which this sample represents.

!
Figure 6: Survey results - Question 4

!
Figure 7: Survey results - Question 5
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!
Figure 8: Survey results - Question 6

!
Figure 9: Survey results - Question 7

!
Figure 10: Survey results - Question 8

Data access - Q9:
PSD2 removes the monopoly on consumer data which means that it is likely that more firms
will have access to the financial information of the consumer. This change is what is
predicted to be one of the gamechangers enabling more competition on the EU financial
services market, thereby challenging the oligopoly of the banks. However, this only opens up
for the consumers to allow the TPPs to access the information. What if they are so concerned
with sharing their data that they choose to not do so? 43% of respondents are worried about
giving third parties access to financial data and a fourth of the respondents state that they are
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neutral. However, it is difficult to say if this is a status quo or to what extent the results have
been affected by the recent Facebook-Cambridge Analytica data scandal (BBC, 2018) which
has received a lot of attention in the media during the first half of 2018. Furthermore, due to
the implementation of GDPR the topic of protecting personal data has been receiving
additional attention (Frydlinger, 2018). Regardless, if the average consumer is worried about
how their data is used or by whom this has the potential to slow down the effects of PSD2.

!
Figure 11: Survey results - Question 9

Financial service preferences - Q10, Q11 & Q12:
These three questions concern the potential switching costs, perceived benefits,
innovativeness and network effects for the consumer. A majority, 69%, feel that it is easy to
use new financial services. This means less of a deterrent for the use of new products and
services which are being launched as a consequence of PSD2 opening up the market. This
supports the belief that PSD2 will increase competition as consumers adopt new products,
and we will see the consequences which are normally to follow from that, e.g. decreased
prices and increased quality.
With regards to the innovativeness of the consumer, particularly relating to the financial
services industry, the bulk of the respondents gather around the middle mark with the largest
share being 35% positive to trying out new financial products. This also speaks to that the
new entrants post-PSD2 implementation face an overall positive consumer base, willing and
interested in trying out new products.
Fig. 14 relates specifically to the network effects and perceived benefit of gathering several
financial services in the same place, regardless of what that benefit might be. A large share of
the respondents feel that this is preferable and only a small portion disagree with the
statement. However, the answers to this question must be set against the backdrop of the
current setup of the financial services industry where it is difficult and cumbersome to have
an overview the more financial services you use should you use several. That is, this answer
reflects what it is like now, not necessarily how the consumer would like it to be.
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!
Figure 12: Survey results - Question 10

!
Figure 13: Survey results - Question 11

!
Figure 14: Survey results - Question 12

Switching costs subcategories - Q13, Q14 & Q15: These three questions pertain
specifically to the switching costs and their subcategories. For financial costs this is of
relevance to a vast majority of the respondents clearly proving the lock-in effect the banks
have. By size alone they are able to scale and offer prices which might be difficult for smaller
TPPs to match. One way PSD2 could affect this financial deterrent is by the banning of
surcharges previously mentioned meaning that financial services will become cheaper for the
end-consumer and by that of less importance. Time and effort also plays an important role in
the decision when committing to a new financial service provider. This is one of the less
segmented questions with a vast majority of the respondents showing that this is indeed an
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important aspect. Again time and effort being an important aspect has the potential to
reinforce the banks’ lock-in effects as time and effort is required to change provider. The
simpler this becomes, the less of a lock-in effect will they have. Lastly, relationship and
brand-association as a subcategory of switching costs seems to be the least important of the
three. Perhaps reducing in importance as banking and financial services become more
digitized and the relational advantages more difficult to retain.

!
Figure 15: Survey results - Question 13

!
Figure 16: Survey results - Question 14

!
Figure 17: Survey results - Question 15

Innovativeness and adopter categorization - Q16, Q17 & Q18 all questions speak to the
innovativeness of the respondent and thereby the level and speed of adoption of new
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technology. Since financial technology is particularly relevant in this instance these questions
were posed together to see whether or not an individual can be categorized differently
depending on interests. Surely we see a significant difference in the self-evaluated speed of
adoption of financial technology and technology in general. Whatever the reason may be;
interest, ability, knowledge or something entirely different, this does affect the speed of
adoption of financial technology in general. Last but not least, the final question of the survey
was constructed as a way of posing the two previous questions in a different manner and
thereby measuring consistency of the self-evaluation. There does seem to be a separation
between the two ways of asking, and perhaps the respondents are initially inclined to view
themselves as earlier adopters than they actually are.

!
Figure 18: Survey results - Question 16

!
Figure 19: Survey results - Question 17

!
Figure 20: Survey results - Question 18

!42

5.3 Concluding remarks
The interviews and the survey together paint an interesting picture. It is clear that despite the
different background of the firms and their representatives some views are shared with
regards to the development of the Swedish financial services market. That being said, these
are only attempts at predicting the future, only time will tell how the market will actually
develop. The same goes for the survey, the consumers respond to the question based on the
current state of the financial industry, not to the question of what it could potentially look like
in a post-PSD2 world which can be hard to picture. There are still aspects of PSD2 yet to be
implemented and there is still softer guidelines being developed to support the banks and
TPPs. The financial services market is developing faster than it has ever been and the market
dynamics as well as the regulatory framework is complex. Furthermore, as with all
regulation, we will have to wait and see how the regulation is actually applied and whether or
not it has the intended fallout. Relating back to the regulatory economic theory of Pigou,
Coase and Stigler they have different views on the good and the bad of regulation and to what
extent it should be used. In the eyes of Pigou, PSD2 could be exactly what is needed in order
to adress the issues with for example limited consumer security online and a strong oligopoly
for the EU banks. On the other hand, if we are to listen to the critiques of Pigou, stemming
from Coase and Stigler then perhaps regulation is not the way to go but rather litigation or
simply letting the market failures exist as opposed to possibly creating other market failures
or reinforcing those which already exist. Although the intention of regulation hopefully is
good, Stigler claims that the government regulators have lacking abilities or will to actually
accomplish the goal.
The firms included in this thesis are all still finding their feet with PSD2 and what it will
mean for the future, the focus right now for the banks seem to be on the RTS, making sure the
APIs released are of good quality and thereafter moving toward open banking. For both TPPs
and banks the main question seems to be; how do we keep the customers we already have as
well as attract new ones. All firms have expressed a worry around becoming an infrastructure
and therefore losing the consumer relationship. There seems to be a common view that some
sort of financial marketplace and gatherer of data will emerge and provide the consumers
with the one-stop-shop they’re craving whilst still providing all the options of combining
several services and products from different providers. It is still unclear which firm that will
be but several are making the attempt to grab that spot.
Should a financial marketplace develop this will likely have several consequences for the
consumers and their behaviour. Firstly, from the survey we can see how network effects play
an important role for the consumer which a financial marketplace would solve, while still
offering the benefit of using specialised providers for separate financial needs. Secondly,
switching costs would likely decrease at least in terms of time and effort which means it will
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be easier for the consumer to switch providers within that marketplace thereby causing less
consumer loyalty and more regular changes in providers. Consequently, as switching costs
and lock-in effects diminish and competition increases, prices will likely even out and
perhaps decrease as the banks and TPPs try to attract the consumer. Unless the banks and
TPPs differentiate themselves from each other, this will lead to a red ocean with less
profitability and high competition, i.e. better prices for the consumer. Furthermore, in a
financial marketplace there could potentially be better observability regarding new services
and products thereby opening up the market further. Hopefully, in the pursuit of better
products and services they will also become easier to use for the consumer thereby affecting
the complexity of the product positively by reducing it. The impact on the observability and
complexity of the product will affect the consumers speed of adoption of new financial
services and products. Should the products become easier to use they will also be more
accessible to a larger part of the population as they affect the knowledge aspect of the prior
conditions affecting the innovation-decision process. If innovation in the financial services
industry continues and also develop in the direction of becoming easier to use and less costly,
perhaps that will also affect the mindset of the consumer closing the gap between adoption
rates of general technology vs financial technology.
In terms of competition and innovation on the market both TPPs in this thesis have
experienced issues with banks blocking their services, but both also recognise the change in
rhetoric which is now focused on collaboration instead of shutting out other firms. All
representatives seem to agree that PSD2 will increase competition although the firms have
their own perspective on how and to what extent. Regardless, they all agree on that PSD2
will lead to more innovation, better products and services for the consumers, to better prices
and with more safety. Consequently, the firms best guess is that the decreased barriers in
combination with increased competition and innovation will likely lead to a less loyal
consumer who turns to the firm offering the best overall solution. A discrepancy in the firms
view on the development of the industry is that both banks bring up trust as an important
aspect in the consumer choice, especially so since recent the Facebook-Cambridge Analytica
data scandal. The representatives of SEB and Nordea both express the opinion that the banks
still have the the upper hand in this area and that it is unlikely it will change going forward.
However, the respondents of the survey are clearly positive to several of the large Swedish
TPPs and show a preference towards their products. According to the survey, the banks’ are
still preferred providers of products in terms of savings, lending and pension. Perhaps and
innovative TPP is required in those areas in order to disrupt that segment of the market,
similarly to what has happened in the payments domain with Klarna, iZettle and SEQR.
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6. Conclusion & future research
This chapter presents the conclusions from the study and recommendations on future research.

6.1 Conclusion
This thesis aimed to answer the question “How will the implementation of PSD2 affect the
behaviour of the Swedish financial services consumer?”. In order to answer that question this
thesis have approached the issue from three different angles as they are all intertwined; 1) the
consequences for the industry 2) the consequences for the large firms 3) the perspective of
the consumer. This was accomplished by four semi-structured interviews with financial
service firm representatives as well as a consumer-facing survey.
All implementation of new regulation should be analysed against the backdrop of economic
regulatory theory, although there are different opinions on the effectiveness and extent to
which regulation should be used, as presented by e.g. Pigou, Stigler and Coase. However,
based on the empirics of this thesis, it seems as though PSD2 will lead to more industry
competition and less consumer loyalty. Perhaps this will be pushed even further by the
emergence of one or several financial marketplaces. The increased competition will turn a
previously blue ocean into a red ocean with less profitability unless the existing firms or
entrants significantly differentiate themselves, thereby making competition irrelevant. These
financial marketplaces could provide the consumers with all the benefits of having several
financial services with very few drawbacks thereby decreasing the importance of network
effects. Furthermore, it seems PSD2 will push existing and new providers to offer better
products and services to lower prices with more consumer flexibility thereby reducing the
switching costs associated with changing provider. More flexibility and less loyalty with
better products to better offers will likely lead to a more well-informed and demanding
consumer consequently reinforcing the increased competition with their mobility. The
question seems to be how quickly the consumer will catch on, not if. As the consumers, based
on the results of the survey, are less inclined to adopt financial innovation the consequences
may take longer to emerge. Adoption rates could be affected positively by the increased
observability and the reduced complexity. However, the recent implementation of GDPR in
combination with the Facebook-Cambridge Analytica scandal might initially keep consumers
on their toes and a bit wary of providing TPPs with their precious financial data and by that
slowing down the effects of PSD2 somewhat.

6.2 Future research
PSD nor PSD2 has received a lot of attention in research and hence, it would be interesting
and justified with more research on the topic. PSD2 was being implemented in the EU at the
same time as this thesis was written, as such the results of PSD2 is still uncertain and this
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would be an interesting area for future research. In the end, what happened with competition
and innovation in the Swedish financial services and banking industry? How did the
relationships between banks and fintechs develop? What happened to prices and quality of
financial products and did new solutions and services develop as a consequence of PSD2 demonopolising consumer data? The questions are interesting to understand how legislation can
impact the development of an industry as well as increase the understanding of consumer
behaviour related to financial services specifically. Furthermore it would be interesting to see
more research into the consumer utilisation of financial services and the development of that
over time to further highlight the implications of PSD2 and its predecessor PSD. Last but not
least this thesis has focused on larger banks and financial institutions, it would also be
interesting to conduct further research with regards to smaller financial service firms.
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Appendix
Appendix A: Interview questions
How will PSD2 affect your company?
How do you think PSD2 will affect the behaviour of the end-consumer?
a) preference bank vs third party for services
b) collecting all services in one place (like a bank) or having them spread out
c) giving tpps access to data
d) cost perspective?
e) time / effort?
f) relationships / brand association?
Do you think different consumer groups will adopt PSD2 changes differently?
So called switching costs (financial costs, time/effort and relationships/brand
identification) are often a big part of the decision to change financial service provider,
how do you see that developing due to PSD2?
What is your perspective on PSD2 in relation to consumer data protection and GDPR?
How do you think PSD2 will affect the Swedish banking sector vs the fintech companies?
What effect do you think PSD2 will have on competition and innovation in the financial
services industry?
Anything we haven’t discussed that you think is important for me to know/consider?
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Appendix B: Survey questionnaire
Question:
1. What do you identify as?
2. How old are you?
3. Highest level of completed education
4. Last time I changed bank was
5. I’ve used the following financial services in the past 12 months
6. For these financial services I prefer/would like to use
7. If there was a third party offering a unique product where I currently use my
bank I’d be willing to switch if it’s simple and competitively priced
8. The primary reason I use other financial services, besides my bank, is
9. I worry about giving third parties access to my data
10. It is easy for me to use new financial services
11. I like trying out new financial products and services
12. I prefer to use the same company for as many of my financial services as
possible
13. Additional financial costs play an important part in my decision when/if
changing/choosing financial service provider
14. Time and effort play an important part in my decision when/if changing/
choosing financial service provider
15. Relationships or brand-association play an important part in my decision
when/if changing/choosing financial service provider
16. I’m quick to adopt new technology in general
17. I’m quick to adopt new financial technology
18. The statement which best describes me is
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