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Managing Risk in Modern Payment Systems

Abstract

KUBOTA Takashi

More and more global attention is being paid to the systemic risks of payment systems.
Many payment system providers and market participants in G10 and APEC countries have
begun to take aggressive measures to adopt RTGS (Real Time Gross Settlement), DVP
(Delivery versus Payment), CLS (Continuous Linked Settlement) and other “Lamfalusy
standard” compliant schemes related to the existing DTNS (Designated Time Net Settle-
ment) system. As all these schemes function as a mutually linked entity, this paper first
illustrates the whole risk management mechanism of ongoing projects by referring to
political situations, market features, laws, customs, payment system rules, and operational
restrictions. Examples mainly include BOJ-NET (Bank of Japan Financial Network
Service), Zengin System (Zengin Data Telecommunications System), and FEYCS (Foreign
Exchange Yen Clearing System) in Japan. Secondly, this paper clarifies the remaining
problems, such as the liquidity problem and finality legislation, and also explores chal-
lenges presented by the Asian Currency Crises, Y2K and E Money. At the same time, an

attempt has been made to keep all explanations as straightforward as possible.
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