R

ROSa & ROUBINI

ASSECLaTeES

DIGITAL ASSETS

A Pragmatic Hedge: The UK Moves
Towards Payment Resilience

By
Ridipt Singh

]

25 March 2026




RSERA N

Ridipt Singh
A Pragmatic Hedge: The UK Moves Towards Payment Resilience
25 March 2026

Table of Contents

EXECULIVE SUMMAATY ..ouuuiiiiiinieiiiiiiiiiiiiiinsscsi s esssssee e et s s sasss s s s s s s s s s s s s s s s s sssnsssnnssnnnnns Page 3
The UK’s Push for a Domestic Payments SYSteM..........cceiviiunuinnnniinninnsns s snsssssssssssssssssassssssessssssssssssassssas 4
UK’s Payment Infrastructure Dependency Problem.............iviininins s sssssessssnsnns 4
Structural Reform, not a Geopolitical RESPONSE.........cccccuiuiveiisieneinssissnist s s s sss s s e sssssssassesasans 4
VLT 01U [ Yo PO 5
1V =3 6

R

ROSa & ROUBINI

ASSocliaTes

Rosa & Roubini Associates Ltd is a private limited company registered in England and Wales (Registration number: 10975116) with registered
office at 75 King William Street, London EC4N 7BE, United Kingdom.

For information about Rosa&Roubini Associates, please send an email to info@rosa-roubini-associates.com or call +44 (0)20 7101 0718.

Analyst Certification: |, Ridipt Singh, hereby certify that all the views expressed in this report reflect my personal opinion, which has not been
influenced by considerations of Rosa & Roubini Associates’ business, nor by personal or client relationships. I also certify that no part of our
compensation was, is or will be, directly or indirectly, related to the views expressed in this report.

Disclaimer: All material presented in this report is provided by Rosa & Roubini Associates-Limited for informational purposes only and is not
to be used or considered as an offer or a solicitation to sell or to buy, or subscribe for securities, investment products or other financial
instruments. Rosa & Roubini Associates Limited does not conduct “investment research” as defined in the FCA Conduct of Business Sourcebook
(COBS) section 12 nor does it provide “advice about securities” as defined in the Regulation of Investment Advisors by the US SEC. Rosa &
Roubini Associates Limited is not regulated by the FCA, SEC or by any other regulatory body. Nothing in this report shall be deemed to
constitute financial or other professional advice in any way, and under no circumstances shall we be liable for any direct or indirect losses,
costs or expenses nor for any loss of profit that results from the content of this report or any material in it or website links or references
embedded within it. The price and value of financial instruments, securities and investment products referred to in this research and the
income from them may fluctuate. Past performance and forecasts should not be treated as a reliable guide of future performance or results;
future returns are not guaranteed; and a loss of original capital may occur. This research is based on current public information that Rosa &
Roubini Associates considers reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. Rosa & Roubini
Associates, its contributors, partners and employees make no representation about the completeness or accuracy of the data, calculations,
information or opinions contained in this report. Rosa & Roubini Associates has an internal policy designed to minimize the risk of receiving
or misusing confidential or potentially material non-public information. We seek to update our research as appropriate, but the large majority
of reports are published at irregular intervals as appropriate in the author's judgment. The information, opinions, estimates and forecasts
contained herein are as of the date hereof and may be changed without prior notification. This research is for our clients only and is
disseminated and available to all clients simultaneously through electronic publication. Rosa & Roubini Associates is not responsible for the
redistribution of our research by third party aggregators. This report is not directed to you if Rosa & Roubini Associates is barred from doing
so in your jurisdiction. This report and its content cannot be copied, redistributed or reproduced in part or whole without Rosa & Roubini
Associates’ written permission.

wWww.rosa-roubini.com

© Rosa&Roubini Associates 2026 - All Rights Reserved. No duplication, reproduction, transmission or redistribution of this document and its
content, either in whole or in part, is by any means permitted without prior written consent of Rosa&Roubini Associates Limited.

Page | 2



RSERA N

Ridipt Singh
A Pragmatic Hedge: The UK Moves Towards Payment Resilience
25 March 2026
Executive Summary

% The UK is developing a domestic payments system (“DeliveryCo”) to reduce reliance on Visa and
Mastercard and improve financial resilience.

% Around 95% of UK card payments are processed by Visa and Mastercard, creating significant dependency
on foreign providers.

% This dependency partly stems from the 2016 sale of Vocalink (UK payment infrastructure) to Mastercard,
which increased foreign control over core systems.

-4 While geopolitical risks (e.g. Russia sanctions, US tensions) highlight vulnerabilities, the initiative is framed
as long-term structural reform, not a direct political response.

-4 The new system aims to enhance resilience and competition while still cooperating with Visa and
Mastercard for interoperability and expertise.

% Planned for launch around 2030, success will depend on adoption, integration with existing systems, and
seamless connection to global payment networks.

Key Picture: The National Payments Vision: Governance and Delivery Model

Payments Vision Delivery Committee (PVDC)

Set strategy for retail payments infrastructure and develop the Payments Forward Plan
Chair: HMT

Members: Bank of England, FCA, PSR

Two-way mechanism between
PVDC and RPIB

Retail Payments Infrastructure Board (RPIB)
Collaboration with the ecosystem to translate PVDC strategy into design
Chair: Bank of England
Members: Ecosystem representatives, Pay.UK rep, Delivery Company rep
Observers: PSR/FCA

RPIB oversees Delivery Company
with mechanisms to resolve
gridlock

Delivery Company Pay.UK
Industry-led entity focused on Retains critical role as operator
procuring and funding next- G — — =) of existing systems, ensuring

generation infrastructure resilience and functionality

Close collaboration

Source: PSR
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The UK’s Push for a Domestic Payments System

The United Kingdom is advancing plans to establish a domestic payments system as a national alternative to the
US giants - Visa and Mastercard.! In February 2026 top bank executives held their first meeting amid concerns
over heavy reliance on foreign providers, which leaves the UK economy vulnerable especially during geopolitical
tensions. These concerns are largely drawn from Russia’s experience where firms heavily reliant on Visa and
Mastercard faced vast disruption when their services were blocked in 2022 after Russia’s invasion of Ukraine.?
This has prompted the government to establish the Payments Vision Delivery Committee with the aim to “drive

renewal of the UK’s retail payments infrastructure” .’

The initiative referred to as DeliveryCo will be structured and financed by City funders, who will determine its
legal framework, leadership and long-term funding.* The meeting chaired by Barclays UK Chief brought together
these funders to coordinate support for the new scheme.> The funding group includes major banks and payment
companies including Lloyds Banking Group, Link, NatWest, Santander UK and Coventry Building Society while
the Bank of England is preparing the technical infrastructure blueprint, expected to be delivered next year.

The National Payments Vision, launched in November 2024 under Chancellor Rachel Reeves, set out a long-term
strategy to modernised the UK’s payment systems and infrastructure.® As part of implementation of this vision,
DeliveryCo is being established as an industry-led entity to deliver upgraded retail payments infrastructure.

UK’s Payment Infrastructure Dependency Problem

Visa and Mastercard process card transactions globally, acting as intermediaries linking banks, merchants and
consumers. The UK is heavily reliant on these two firms since 95% of UK’s debit and credit card payments by
value are handled by Visa and Mastercard.’

This dependency is an unintended result of a regulatory decision originally meant to increase competition. The
UK had developed a sophisticated bank-to-bank payment infrastructure through the Faster Payments System,
which allowed instant transfers directly between bank accounts and could potentially serve as a strong
alternative to card-based payments. The infrastructure underpinning this system was operated by Vocalink, a
company owned by major UK banks. In 2016, regulators concluded that bank ownership limited competition
and required the banks to sell the company. Subsequently, Vocalink was acquired by Mastercard for less than
£1 billion.®

While this move was meant to diversify ownership and fuel competition, it ended up giving Mastercard control
over critical elements of the UK’s payment infrastructure. Resultantly, a dominant company gained further
influence over infrastructure that could have supported alternatives to card networks and ultimately left the UK
more dependent on an international provider for core financial infrastructure.

Structural Reform, Not a Geopolitical Response

While the need for alternative payment infrastructure was already in discussion for years, recent geopolitical
tensions have aggravated concerns of dependency on foreign providers. Beyond concerns drawn from Russia’s
experience, US President Trump’s hostile approach towards European and NATO partners is also being
speculated as a major driver for these developments. However, UK regulators have not explicitly cited US
tensions solely as a major driver for the UK’s pursuit of their own payment rail and have always maintained that
their motivation is to diversify rather than replace the incumbent networks.® Joe Garner, who advised Rachel
Reeves’ national payment strategy, even stressed that the decision is separate from any political
developments.2°

Understandably, the UK’s situation forms a broader concentration risk issue. While the system is undoubtedly
effective, the problem stems from it being too centralised. Here, it is also important to note that card schemes
are just one layer of dependency and that the wider international financial system is also reliant on a limited
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number of technology providers across infrastructure and services. Furthermore, this renewed emphasis on
payment infrastructure resilience aligns with the goals originally framed in the UK’s National Payments Vision
which put forward the agenda of infrastructure modernisation as a crucial priority.!! Hence, the UK’s objective
is not a response to the current geopolitical tensions but a genuine stride towards resilience.

More importantly, both Visa and Mastercard are part of the funders group and are actively contributing their
expertise in certain areas including cyber and fraud risk management.!? Visa has welcomed developments in
account-to-account payments, noting that greater competition could enhance choice, innovation and economic
growth, while Mastercard highlighted its long-standing investment in the UK market.!* Bottom line, the UK is
pursuing a pragmatic compromise — building a sovereign fallback while involving the networks it hedges against,
ensuring the system balances interoperability with geopolitical risk.

Future Outlook

Targeting to launch in 2030, the initiative remains in its foundational phase and real challenge lies ahead. The
new system will have minimal impact on consumers in the near future, though new cards might be issued and
recurring payments updated. The scheme would be funded by major banks, with retailers likely paying
transaction fees that could be passed on to customers.

DeliveryCo’s objectives are framed around de-risking operational continuity and foreign dependencies. Here
observers note that success is contingent on integration with existing systems and broad adoption by banks and
merchants while lessons can be drawn from France’s dual-rail system although structural challenges would still
persist.t®

Moreover, interoperability will be crucial since a domestic backup will only be valuable if it connects seamlessly
to the global financial system, requiring technical coordination, adherence to global standards and ongoing
collaboration with the very firms it is hedging against. Ultimately, DeliveryCo is a structural reform initiative, not
a short-term fix.
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