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Introduction

Changing consumer expectations
have redefined payments over the
last 20 years. What used to be a
simple transfer of money has now
become a highly engaging and
personalised experience.

Qur research highlights
technological development

as a key driver of change. The
continuous stream of payment
innovation, such as the arrival of
digital wallets and account-to-
account (A2A) payments, now
offers consumers greater choice
and freedom.

2 ©2023 Visa. All Rights Reserved

This whitepaper explores these
developments in detail while also
exploring emerging market trends
and opportunities. We offer our
perspective on how the industry
can respond—how issuers and
fintechs must embrace innovation
to remain competitive in a fast-
moving landscape.

We believe that together, we can
shape the future of everyday
payments.

' Mandy Lamb

Managing Director, UK & Ireland
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Payments are being redefined

Payments have evolved
beyond a simple transfer of
funds and into immersive
experiences central to value
creation in banking.

But whatis causing
this change?

Technological advancement is
one of the key drivers propelling
significant transformation in the
Today, consumers expect more; paymentinfrastructure.
they want seamless, engaging,

and personalised experiences.

58% ™

of surveyed UK consumers expect
online payments to be completed
in one click’

A multi-rail ecosystem has emerged,
enabling transactions across various
channels, such as traditional banking
routes, mobile wallets, and big tech.
This ecosystemiis further supported
by flexible issuer platforms and
interoperable cross-border
networks, ensuring seamless
connectivity and convenience.

9 out of 10 financial institutions
in the U.S. consider fintech
partnerships to be important to
their business?

1% &

of surveyed UK consumers
expect tailored experiences?

In 2022, mobile commerce
represented approximately
55% of online retail sales in the
United Kingdom.#

The advent of Open Banking
has also played arole £ +

It has led to new players entering the market,
sparking competition in a saturated landscape.

In 2021 alone, fintechs experienced an 18% +
increase in customer penetration, capturing — T~ =
a 3-4% share of traditional banking revenue. I

The trend continued into 2022 and beyond.®

Widespread adoption of Open Banking has £ m
been embraced by over 3 million individuals®, £

driving a remarkable 22% year-on-year

growth in faster payments.”
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The intensified competition, coupled with technological advancements, has led to a continuous wave
of innovative payment methods and seamless, invisible payment experiences.

From digital wallets to account-to-account payments, this dynamic environment has greatly
expanded consumer choice. They can now conveniently tailor their payment journey according
to their preferences and security requirements.

We see seven emerging themes in the market
that are re-desighing the way consumers pay
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This evolution presents both challenges and opportunities for industry players. Not only to
shape the future of everyday payments but to deliver enhanced experiences that meet the

dynamic needs of consumers.
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Consumers now have the power
to choose how they pay

20 years ago, consumers had limited payment options to choose from. Depending on where and when they
were paying, they often had no choice. But the digital age changed this, and expectations have increased in
almost every part of our day-to-day lives - payments are no different.

Consumers now expect:

g Q O U =3

To make To feel The best user Security Transparency over
payments easily rewarded experience asagiven their money

when making a payment is
whether it’s secure!

0 2 O - Surveyed consumers reported
0 — O Y : one of their top concerns

of surveyed UK consumers say they of UK consumers would switch
use a payment method because it’s their personal current account for
quick and easy to use? cashback or rich merchant offers®

What's more, consumers are becoming increasingly
comfortable adopting new payment options

Mobile payments, digital wallets, and contactless are just some of the methods that have gained significant traction:

48%0 35%0 40% |~

of UK consumers use of e-commerce transaction value growth in the value of transactions
amobile wallet for face-to- in 2022 can be attributed to digital made using contactless cards
face payments’ wallet payments™ within the UK in 20227

Merchants are also playing a part, continually innovatingin this space, and
/ I , \ \ \ incorporating these new, diverse payment methods within their checkout experiences.
A1) This has created greater choice, enabling consumers to better identify options that
align with their needs. They are no longer limited to traditional payment methods.

By providing choice and delivering exceptional payment experiences, the
industry can empower consumers in their financial journey.
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For the industry, this means changing the model

These market changes have only served to increase the pressure
on players in the payments market, particularly incumbents.

There is a considerable challenge to existing business and
customer engagement models that must be addressed to remain
competitive in today's dynamic landscape.

These challenges can be transformative opportunities for
issuers, helping them explore the latest technology and better align
with customer expectations. In doing so, they have the potential to
effectively retain, reactivate and reach customers with attractive,
innovative, and personalised digital payment propositions.
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Those who invest in

the future of digital, by
embracing new technology
and developing everyday
payment propositions, can
set themselves apart from
competitors and stay ahead in
arapidly evolving landscape.

VISA



Change means utilising the market trends

Successful players have recognised the opportunity presented by the
seven themes that are driving change in the payments market.

In doing so, new innovations and developments have followed:

Instalments and
consumer protection

X2 Use of instalments doubled One-stop shop and value
i 13
from 21Q1to 22Q1in the UK beyond payments o

4 !
57

Real-time 3 4 % |

payments L] bn would be more likely to

shop with a retailer if their

real-time payments loyalty programme worked
were made in the UKin automatically through their
2022, making up £2.6tn" payment card”

< A2A payments and
digital identity
| | Embedded
540 of all business payments were finance
/0 processed by Faster Payments

in 2021° 72
%

of UK consumers have made
apurchase via a retailer's
embedded mobile app in the
Affordable fast last 12 months'®
and transparent —/

international payments

An emerging fintech partnered I
with Checkout.com and Visa Q

to enableits e-wallet users to ?P
make cross-border money

transfers to over 3 billion Visa
Cards globally® Alternate payment

methods and ecosystems

countries are exploring the
implementation of CBDCs'"

While identifying the right innovation is crucial,

being able to execute quickly is equally important
and requires a clear path from ideation to delivery.
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Therise of fintechs and the
response of incumbents

As incumbents navigate these transformations, fintechs
are leveraging them, emerging as disruptive forces that
are capturing the attention and loyalty of consumers.

Their success is based on customer-centric propositions
that mix simplicity and advanced technology, without the
restraint of legacy systems that are often counterintuitive
to quick change.

What's more, they've embraced data-driven strategies to
provide the personalised experiences customers expect,
alongside a world-class user journey.
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Whilst fintechs are leading in the market with new innovations, there
are many examples of how incumbents are successfully responding and
developing propositions consistent with today’s digital world.
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HSBC

HSBC is a bank with historical reliability, providing all the
services expected of an incumbent. Their USP is being a
trusted global brand with the flexibility to offer features
today’s demographics require.

HSBC has recently ventured out, innovating within the
cross-border market, and targeting international travellers
with their Global Money account proposition. It's aimed

at capturing the needs of those who use their card across
different countries and currencies.

Proposition features

® ©

pd Hsecuk A Send money fee-freein Multi-currency debit card
) more than 55 currencies to at no extra cost
Access the world with one rGI.u»I..]ral Money [ 200 countries and regions

account

The Global Money Account |5 the eofvenent
16 senel, esavert and hald manay in mulliple
currencies,

flf ®

Spend or withdraw cash Store 18 currencies in your
with no HSBC fees Global Money Account

MNext

Learn more
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The opportunity ahead

The starting point to satisfying consumer demand is to recognise
and understand the trends stimulating the payments landscape.
With wider knowledge, you can begin to establish a path forward and
develop innovative propositions that capitalise on these trends.

Getting this right presents a considerable opportunity, including:

151 O U

An enhanced Increased Protection from
user experience customer loyalty disintermediation
Top of wallet Additional
position revenue streams

Talk to your Visa representative *

Find out more today to learn how Visa can help you
respond to the changing landscape and shape your D £

end-to-end proposition. ,__.9 Qe\
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UK consumers expect fast and frictionless payment journeys, Tink, 2022

The value of getting personalization right—or wrong—is multiplying, McKinsey & Company, 2021

Akey trend in 2023: Bank and fintech partnerships, Tuum, 2023

Mobile commerce share of total retail online sales in Western and Central Europe as of 2022, by country, Statista, 2023

Strategic Review of Retail Banking Business Models, FCA, 2022

2021 Building Momentum - Annual Report 2020, Foleon, 2020

OBIE 2022

VCA Research commissioned by Visa Europe, conducted among 2000+ UK adults aged 18 and above, between 14 September 2022 and 7 October 2022.
F4. Of the following capabilities/features, which, if any, would make you consider signing up with a new bank for your transaction account / debit card? N=1003
P1. Which of these payment methods do you use when in your home country? N=1003

Digital wallets see increased adoption in the UK, Verdict, 2023

Value of overall contactless transactions for payments in the United Kingdom (UK) from 2014 to 2022, Statista, 2023

. Buy now pay later (BNPL) statistics, Finder, 2023

Faster Payment System, Pay.UK, 2022

Pandemic drives annual surge in A2A payments and contactless transactions in UK, Finextra, 2021

Moolahgo Bolsters Its Cross-Border Payment Offerings With Addition Of Payment To Visa Accounts, Moolahgo, 2022

2023 State of Payments, Margeta, 2023

5 things consumers expect from retailers in 2022, Adyen, 2022

. Countries With CBDCs, Or At Least Testing, Crowd Sourcing Week, 2022
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Case studies, comparisons, statistics, research and recommendations are provided "AS IS" and intended for informational purposes only and should not be relied upon for operation-
al, marketing, legal, technical, tax, financial or other advice. Visa Inc. neither makes any warranty or representation as to the completeness or accuracy of the information within this
document, nor assumes any liability or responsibility that may result from reliance on suchinformation. The Information contained herein is not intended as investment or legal
advice, and readers are encouraged to seek the advice of a competent professional where such advice is required
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