Navigating Acquirer Economics

Optimizing Dual-Leg Transaction Economics and Capital Strategy in a
Regulated Era

I Executive Summary

The global payments industry is undergoing a fundamental structural shift.
Regulatory interventions have targeted the traditional profit centers of merchant
acquiring—primarily interchange spreads—effectively commoditizing volume-based
processing. To survive, the industry's focus is shifting toward "Value-Added
Technology" that optimizes two critical dimensions: Transaction Velocity (Dual-Leg
Speed) and Capital Efficiency (Liquidity Management). This paper explores how
stakeholders can move beyond the regulated fee into a "Fee++" model by treating
payments as a high-performance treasury service.

I I. The Anatomy of a Transaction

In a standard credit transaction, the fee paid by the merchant is partitioned into three
distinct layers. Regulation targets the Interchange, forcing a rethink of the entire
stack:

INTERCHANGE FEE NETWORK/ASSESSMENT ACQUIRING MARKUP

1.15% - 3.15% 0.13% - 0.15% 0.10% - 1.50%

The core cost regulated to lower Fixed toll for infrastructure; The primary area for innovation
merchant expenses, disrupting increasingly optimized via multi- via SaaS, analytics, and liquidity
legacy revenue drivers. path routing. services.

I II. The Dual-Leg Strategy: Authorization & Settlement

Innovation is now bifurcated across the transaction lifecycle. Successful acquirers are
those who optimize both legs to justify a premium "Plus-Plus" fee model.



Leg 1: Authorization (Consumer Experience)

Consumer satisfaction depends on millisecond latency. By utilizing SASE-based
architectures and cloud-native gateways, providers ensure sub-second approvals,
maximizing merchant sales and consumer trust.

Leg 2: Settlement (Financial Finality)

Back-end netting and finality are moving toward real-time via RTP and ISO 20022.
Faster settlement provides merchants with near-instant access to working capital, a
value proposition that far outweighs the cost of the base transaction fee.

I III. Capital Strategy & Liquidity Optimization

The pivot to real-time settlement fundamentally alters the acquirer's balance sheet.
Traditional cycles (T+2/T+3) create significant "settlement risk," requiring heavy
capital reserves. Shrinking this window transforms the capital requirement.

The Capital Advantage: Moving from "holding static reserves" to "managing
intraday liquidity." Acquirers can reallocate capital previously tied up in
regulatory collateral to active, high-yield strategic initiatives.

By leveraging predictive treasury tools, acquirers can act as liquidity providers.
Charging for "Instant Fund Availability" allows them to monetize the speed of
settlement, turning a commodity processing function into a premium financial
product.

I IV. Business Imperatives for Technology Providers

Infrastructure vendors must stop selling "pipes" and start selling "Margin
Preservation and Capital ROA."

Requirement  Transformation Business Value
Elasticity Cloud-Native / SASE Replaces high CAPEX with dynamic OPEX.

Orchestration Smart Routing (LCR)



Requirement  Transformation

Intelligence Predictive Analytics

ZTNA / Auto-

Securit
y Tokenization

I Conclusion

Business Value

Ensures the highest speed at the lowest regulated
cost.

Optimizes intraday liquidity and reduces risk capital.

Lowers the compliance "tax" on every transaction.

Reqgulated interchange is an evolutionary catalyst. The future belongs to acquirers

who treat settlement as a treasury product and authorization as a millisecond-critical

consumer experience. By utilizing real-time infrastructure to optimize both legs of

the transaction, firms can convert static regulatory capital into active liquidity,

redefining the value of a transaction in the digital age.
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