Payments Without Barriers:

FOCUS ON
DENMARK

THE PAYMENTS BANK
FOR THE NEW ECONOMY

Traditionally, businesses trading in
smaller markets have been disadvantaged
by slow settlement times for national
currencies, high costs and poor service.
Now breakthroughs in clearing and
settlement will make payments faster and
cheaper for businesses trading in Denmark.
Denmark is a sophisticated economy at the forefront of many leading-edge
payments initiatives such as P27, which will support instant payments
for all citizens and businesses in Denmark, Finland and Sweden. Most
recently, it has been announced that P27 will assume responsibility for
running Denmark’s payments system, making it easier for businesses
and citizens in Denmark to pay bills and send payments to other Nordic
countries. Denmark is also a wealthy country, with GDP per capita in excess
of $56,202 in 2020, around four times higher than the world average1.
Despite such wealth and sophistication, transactions in and out of Danish
Krone (DKK) can be expensive. A survey from the Danish Central Bank2
put the total cost of payments in the country at around 0.8% of GDP, with
business-to-business transactions accounting for 27% of this total, or DKK
4.2 billion. In common with other markets, settlement in and out of DKK
can also be time-consuming, taking between two and five days, depending
on the currency pair and banking relationships involved.

How international businesses pay in Denmark
Data from the European Central Bank shows transaction flows in DKK
in recent years. In 2020, there were a total of DKK 3.95 billion in crossborder payments, up from 3.89 billion in 2019. Credit Transfers accounted
for DKK 3.88 billion of these payments, with a further DKK 72.8 million in
cross-border card payments, with the balance (DKK 33.5 million) made
up of Direct Debits and other unspecified payment instruments. Denmark
received DKK 3.47 billion in cross-border payments last year, down from
3.62 billion in 2019, all of which were Credit Transfers.
As a 2019 study by Atradius3 reveals, businesses trading in Denmark
report settlement of invoices at 37 days on average, ten days later than the
usual stated payment terms of 27 days. 37% of companies transacting in
DKK are looking to improve their trade settlement times, compared to 27%
across Western Europe. The message here is clear: companies trading
in Denmark are looking for faster settlement, as well as the capacity to
handle a wide range of currencies and transparency on cost structures.

1

Data from the World Bank, end 2020: https://data.worldbank.org/indicator/NY.GDP.PCAP.KD?locations=DK

See Danish Central Bank study, “The Aggregate Cost of Payments in Denmark” here:
https://www.nationalbanken.dk/en/publications/Pages/2018/09/The-aggregate-costs-of-payments-in-Denmark-were-kr--15-6-billion-in-2016.aspx
2
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See Atradius, “Businesses seek to safeguard cashflow”: https://group.atradius.com/publications/payment-practices-barometer-denmark-2019.html
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However, as a market with
comparatively low transaction
volumes relative to currencies
such as the Dollar and the Euro,
transactions in Danish Krone have
historically attracted higher costs
and slower settlement times.
Denmark is not the only country
to experience relatively low
international transaction volumes in
its domestic currency: other wealthy
and sophisticated markets such
as Sweden and Switzerland also
experience high costs and relatively
slow settlement times in Swedish
Krone and Swiss Francs.

What businesses need

Enhancing sophistication
Data from Payments Cards and
Mobile’s Digital and Card Payments
Yearbooks4 shows electronic
payments in Denmark enjoy the
second-highest penetration rate in
Europe, while digital transformation
of Denmark’s payment infrastructure
is well underway. The total volume of
digital commerce (through internet
and mobile channels) grew by
almost 30% in 2020 alone. Although
Denmark is a leading European
country in e-commerce, second only
to the UK in terms of the percentage
of people who shop online and with
growth of 20.3% in its e-business in
20205, growth in the country’s digital
sector can be further enhanced by
faster and cheaper settlement times
for transactions into and out of DKK.

In a globalising world, businesses
need rapid, secure and low-cost
transactions. New solutions are
emerging that promise to automate
and digitalise back-office functions
such as accounts receivable and
invoicing, delivering cost savings of
up to 50%6 while making internal
processes faster and more reliable.
In such an environment, it’s
important that inter-bank functions
such as clearing and settlement
keep pace. According to research
we conducted among small and
medium enterprises (SMEs),7 such
firms are dissatisfied with the levels
of service they receive from their
Banks, with almost half of Europe’s
SMEs considering switching to
Non-Bank Financial Institutions
(NBFIs) in search of services more
relevant to their business, greater
transparency and lower costs. With
business increasingly going digital,

As business goes
digital, Payment
Service Providers
should look to
deliver more
tailored services,
better transaction
data and faster,
cheaper settlement
– especially in
lower-volume
currencies.

Payment Service Providers (PSPs)
should be asking how they can deliver
more tailored services, improved
transaction data and faster, cheaper
settlement. This is especially true in
those currencies and markets that
have lower volumes compared to
more widely-traded currencies such
as the Euro, Dollar and Yuan.

4

See The Digital and Card Payments Yearbooks 2022 at www.paymentyearbooks.com

5

See Denmark Statistical Yearbook by Payments Cards and Mobile at www.paymentyearbooks.com

6

See: “Collaborative Accounts Receivable is simply better”: https://www.versapay.com/resources/category/case-studies

See: “Access to banking services still a barrier to growth for SMEs” https://www.bankingcircle.com/access-to-banking-services-still-a-barrier-to-growth-for-smes-127854
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We expect this
move to have
a dynamic and
positive effect
on cross-border
e-commerce,
accelerating
growth to rates
comparable with
those seen in
the domestic
market.

Better business with Denmark

More products, better service

Working in partnership with the
Danish Central Bank, Banking
Circle has joined the Danish
National Intraday Clearing System –
Intradagclearing. This development
means non-Danish Banks, PSPs and
Marketplaces looking to do business
in Denmark can pay out and collect
payments faster and at lower cost,
thanks to our account with the Central
Bank and direct clearing access
integrated into our cloud-based
payments infrastructure. We expect
this development to have a positive
effect on cross-border e-commerce,
with Banks and businesses outside
Denmark profiting from lower costs
and faster settlement times. This
will enable e-commerce businesses,
especially those working crossborder, to accelerate their growth in
Denmark to rates comparable with
those seen elsewhere.

Alongside our intraday clearing
offering, Banking Circle offers two
other unique products that support
businesses wishing to trading in
Denmark. Our Payments On Behalf Of
(POBO) and Collections On Behalf Of
(COBO) products allow businesses to
deliver payouts and collect payments
in their own name, offering lower
costs than traditional cross-border
payments in Danish Krone. These
products can improve our clients’
customer relationships, processing
payments in their name, as well as
making it possible to collect funds
into virtual bank accounts using
our client’s name. They also make
it easier for individual businesses
to better manage their payments
reconciliation and increase payments
acceptance.

Another positive outcome will be
an end to reliance on traditional
international correspondent banking
networks. Our account with the
Danish Central Bank is integrated
into our cloud-based payments
infrastructure, meaning clients can
process transactions into and out of
DKK as if they were local transactions,
reducing the friction caused by
cross-border transaction rules.
Furthermore, our agile and optimised
system will make payments into and
out of DKK faster and cheaper for all
kinds of companies.

The road ahead
Looking out to the rest of 2022 and
beyond, Banking Circle intends to work
with its Bank and regulatory partners
in other markets in Europe and
further afield to deliver faster, cheaper
clearing and settlement times, as well
as services that provide clear and
measurable benefits to both Financial
Institutions and their customers. These
moves form part of our commitment to
building local clearing networks for all
major currencies and delivering faster
payments at lower cost to all involved,
as well as helping Banks and other
regulated businesses of any scale to
seize the opportunities afforded by the
digitalisation of the global economy.

To learn more about Banking Circle and our multi-currency
solutions for global cross-border payments, visit our website
at bankingcircle.com or email us at info@bankingcircle.com
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Banking Circle is a fully licenced next generation
Payments Bank that is designed to meet the
global banking and payments needs of Payments
businesses, Banks and Marketplaces. Through
our API, we deliver fast, low cost global payments
and banking services by connecting to the world’s
clearing systems – enabling our clients to move
liquidity in real-time for all major currencies
securely and compliantly. Our solutions are
powering the payments propositions of more than
200 regulated businesses, enabling them to gain
the geographic reach and access to the markets in
which their customers want to trade. We process
over 6% of Europe’s B2C e-commerce flows and in
2021 alone, we processed over 250 billion Euros in
payments volumes.

www.bankingcircle.com
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