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EDITOR'S LETTER

KASIKORNBANK AIMS HIGH AS
K PLUS USERS PASS 10 MILLION

around the world on more or less a weekly basis,
and occasionally one stands out from the crowd.

Such is the case with the January 2019 effort from
Kasikornbank. Thailand’s fourth-largest bank by assets -
by loans and deposits it also ranks fourth - has set some
eye-catching targets.

Take its K-Plus mobile banking offering. Already K-Plus
has 10 million customers; that in itself is an already
impressive number, given that Kasikornbank has around
14 million customers in total. And it represents impressive
annual growth: the bank ended 2017 with 7.3 million
users, up from 4.6 million the previous year, but it is
a drop in the ocean compared to the target it has set.
The bank believes it can grow K-Plus numbers to up to
100 million by expanding it to the regional market via
partnerships. It is also continuing to target low-income
earners who are not currently Kasikornbank customers.

Organic growth targets for retail loans are in the range
of 9-12% for 2019, and it is using machine lending and
artificial intelligence technology to initiate financial and
life solutions related to customers' lifestyles and needs.

I read many an investor presentation from banks

K Bank grabs ride-hailing deal

And then there is the investment in Grab: in November
last year, K Bank invested $50m in the ride-hailing firm,
with an aim to help launch the GrabPay electronic wallet
in its sixth South-East Asian market in 2019.

The deal also enables K Bank to use Grab's data on
merchants and drivers. The goal is to craft loan products
while minimising non-performing loans with optimised use
of data. So the Grab app will be integrated with the K Plus
app and the bank will offer loans via the apps.

Other 2018 highlights included a local chart-topping
success in the Apple App store. K Plus is Thailand’'s most
popular app on Apple's iOS platform outside the gaming
segment, ahead of local rival banks Siam Commercial,
Krung Thai Bank and Bangkok Bank.

But it is the use of data and its potential for
monetisation that really is attention-grabbing. K Bank
really is aiming high in terms of becoming what it terms a
‘data-driven bank’, and believes that project data-driven
data will account for one-half of its income by 2020.

Douglas Blakey, Editor

Such ambitions do not come cheap. K Bank's IT group
has set an investment budget for tech development this
year of around $160m. It is, admittedly, a modest sum
by Chase or Citi standards, but in the context of the Thai
market, it is a significant investment. And if K-Plus can
grow user numbers to anything approaching 100 million,
and get close to its data revenue targets, K Bank will
certainly put itself on the map.

Mastercard trumps Visa for Earthport

As EPI goes to print comes news that Mastercard looks
to head off rival Visa as it attempts to buy Earthport for
£233m ($306m).

Over the Christmas period, Visa made an unexpected
£198m bid for the company. The offer was recommended
by the Earthport's board and put to shareholders;
however, in a statement to the market on 25 January,
Earthport's board withdrew its recommendation for Visa's
offer and urged shareholders to instead take Mastercard'’s
deal, which is at a 10% premium to Visa's. Earthport's
shares, which have risen four-fold since Visa first offered
to buy the company, rose another 30% to £0.36.

Earthport has been around the block a few times since
it was founded in 1997. It floated on AIM in 2009, and its
adjusted operating loss for 2018 rose by 33% to £8.4m
(FY2017: £6.3m). Its share price stumbled around single-
digit territory for much of 2018, reaching a low of £0.055
in December, having peaked at £0.48 in April 2015.

Earthport provides cross-border payment services in the
UK, Europe, North America and internationally, operating
through two segments: transactional and professional
services. It does this through a combination of a network
of segregated bank accounts in various geographies,
software that mirrors movements of funds from bank to
bank, and a knowledge base embedded in the platform
and organisation related to each country.

A deal for either Mastercard or Visa makes sense from
the perspective of growing revenue from international
money transfers. In other words, Earthport offers a
revenue stream not dependent on traditional plastic cards.
At the figures being canvassed the purchase price does
seem steep, but is quite a coup for the new management
team that took over at Earthport last year. =

GETIN TOUCH WITH THE EDITOR AT DOUGLAS.BLAKEY@VERDICT.CO.UK
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OPEN:BANKING:

R WAS

CRACKEDJUP T0 BE?
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It has been a year since/@pen Banking launched and was

supposed to take the baﬁ:ﬂng world by storm; however, the
movement has been falrly quictisince its much-advertised
introduction, and few/seemyto} have been impressed. Was

PSD2’s bark worse than? 1ts blte Platvick Brusnahan writes

pen Banking and PSD2 were

h}rpt:d up to be a revolution for
banks; some, however, have a_rguf:d
that it has arrived not with a bang but a
whimper.

UK fintech influencer Liz Lumley tells
EPI: "1 dont think Open Banking has had a
negative impact on banks at all; they see it as
a regulatory burden, bur really they just don't
realise the potential.

“Think of Open Banking like this: you walk
into McDonald’s and order a McDonald’s
hamhurgcr, McDonald’s French fries and a
Coca-Cola drink. McDonald’s and Coca-
{:i}iﬂ are two SCI]HTEH_‘ l’._'ﬂl'l'll.'.'l'r].ﬂjﬁ_‘."i, I'J'th }."E]Ll
are buying a Coke inside McDonald’s.
McDonald’s allowed that because it didn't see
the value in developing a proprietary drink
brand. McDonald’s offered Coca-Cola its API
— in this case it would be the style of drinks
fountain — and Coca-Cola used it to deliver
a drink that was compatible with these drink

fountains. Finally, the customer consents
to drinking a Coca-Cola producr inside a
McDonald’s establishment. It’'s good for

BANKS THAT FAIL
T0 SEIZE THE
OPPORTUNITY MAY
WELL DISAPPEAR

customers and it’s good for business.
“NWhar banks are t:].:::ing Nnow is se]ling

their current accounts, pet insurance,
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mortgages, saving accounts, personal financial
management and so on instead of allowing
their customers (McDonald’s) to use a third-
party pension app (Coca-Cola) to manage
their pensions inside their current accounts.
This is not in the consumers’ interest.”

Jake Ranson, banking and financial
institutions expert and chief marketing ofhcer
at Equifax UK, says: “Open Banking was
implemented a year ago to create a revolution
in consumer finance. While the initiative is
taking time to fully embed, it is without doubt
having a profound impact, and we expect it
to p|:1}= a central role in the 1‘1-:1!1|(ing sector in
[1'“_' }-’L'ﬂr!'i- ':'th'Ell'_l. 1“15 IMre C[]‘lTIF'ﬂI'IiL‘E E\-’[}i‘r'{_" T]'I['
ICwW tl_'{_'].'ll'.lﬂh]g}-’ jl'ltﬂ' Ii"n"l_' CUustomer j(}urm:}’!;,,
consumers will begin to experience the full
benefits of the proposition and demand for
Open Banking will increase.”

With the new system, banks had to open
their payments infrastructure and customer
dara assets ro third parties. The goal was to
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make the incumbents more customer-focused,
but it has not had its desired effect. In fact,
everyone except banks seems to have gained
an advanrage.

According to a report from Pepper, the
digital sub-brand of Israel-based Bank Leumi,
banks are not happy. Within the Change
In Banking report, 58% of decision makers
at banks stated that Open Banking had
a negative impact on their organisations;
however, 56% of banks still believe it
represents an opportuniry.

The consensus is that Open Banking
favours fintechs and technology giants
Google, Amazon, Facebook and Apple
(GAFA) rather than the incumbents. In fact,
64% of UK retail banks, such as Barclays,
TSB, Virgin Money and RBS, believe it has
given GAFA the :ldh’;‘mt:lgf. Also, 24% of
respondents believe it has given fintechs the
distinct advantage. Furthermore, two-thirds
of decision makers think technology giants
will offer full banking services within the next
five years. Despite this, consumers do not, in
general, think GAFA will overtake banks; a
mere 29% believe they will.

Asked why rertail banks are slipping behind
innovative fintechs, 65% claimed it was
hﬂfﬂuﬂf_“ [hEl’l‘." iﬂ 4 I'Ell.“,_.[ﬂn{,:{f [y ﬂdE]P[ E‘th_’fﬂﬂ.l
technology. On the other hand, 54% said
collaboration with fintechs is essential if banks
want to increase the pace of innovation. An
additional benefit of collaboration, at least
according to 48% of decision makers, is to
cut through the red tape that Open Banking
brings with it.

Speaking to EPI, Pepper CEO Michal
Kissos Hertzog says: “Despite the concern,
Open Banking won't cultivate a winner-
takes-all scenario. Regulations like PSD2
and initiatives such as f_}pt‘n E;mking are
SCT 1O Ci‘langu I}IE FﬂEE U{: hﬂnkiﬂg‘ Bﬂnkﬁ
with ugih: and lean systems that allow them
to update their offering and continue to
meet consumers demand for more valuable,
convenient and easy banking experiences will
thrive; banks thar fail to seize the opportunity
may well disappear.”

Hertzog continues: “The public may not
fully appreciate Open Banking, but they are
-:urtaini}r starting to feel the benehts. The
industr}r’s VIEWws on Dpun Eanking are mixed,
but it has to be seen pu:-;itivﬂ}’.

“I IJL‘“E\"L’ [hﬂt l}ﬂnkﬁ ﬂ{_’{fd K8 ﬂ]liﬂbﬂrﬂtﬂ
more openly with other players. We share the
same goals; why don't we share innovarion
and technology? Open Banking architecrure
promotes collaborarion berween banks and

fintechs, and that is a significant opportuniry.”

Neither agree ————
nor disagree 4%

Reasons why consumers have chosen online-only banks

More efficient

More control over managing money
Easy to access mobile apps

Lower account costs

More personalised banking service

CONSUMER PREFERENCES

Open banking is an opportunity for UK retail banks

Reasons why consumers trust high street banks more than online-only

High street banks have physical branches

Have been a customer for a long time

High street banks have been around for longer

| don't know enough about banks that only exist online

Not had a bad experience with my high street bank

50

Open Banking was not what people hoped
— at least not yet — so what will the future of
banking look like?

“Open Banking is still in its infancy and, of
course, many t:hﬂ"r:ngf:s still lie ahead, namui}r
an educational dehcit regarding how Open
Banking can improve consumers’ financial
lives, as well as understanding data’s positive
predictive capabiliries,” Ranson says.

“It is equally important that reassurance is
provided around the control and maintenance
of individuals” data, reiterating that the
informarion will nn|}' be used with their
P{:rmisﬂinn 'Jl'l{:i [hE}" CdlIl TE_"'-'TJI(U ACCess at ﬂﬂ}-’
time. It’s up o the banks and pr:widurs like
[}LII'SEIVES 8 E{]mlTlLllliL"c:l[E th{_' TL’Hi-‘Iiﬁf hL’I]L’EE‘i
the initiative can bring. We expect 2019 to
be a successtul year for Open Banking as
impetus, insight, awareness and product-based
solutions grow.”

Lumley says: “Banks, just like any
large, multi-siloed and heavily regulated

Source: Pepper

WILL THE FUTURE CHANGE?

70

organisations, have inherent structural
problems, and they are working very hard to
resolve these issues.

“Bur if a fintech start-up has developed a
Service or an EIPP ti‘lﬂt consumers want to usc,
and that gets around the issue of internal silos,
banks shouldn’t be making it hard for their
customers to use these apps in conjunction
with their traditional account. Collaboration,
ecosystems and partnerships are messy, and it’s
a long, hard, cultural struggle, bur that's how
innovation works.”

Hertzog concludes: “A bright, promising
banking future is possible, but only if retail
banks put customers at the heart of every
decision. They must forger abour product
development and cost cutting, and think
difﬁ_‘ftnti}". M] (o0 HF[L’I] i'lﬂﬂl(ﬁ are oo ‘-Pﬁ'.]Lll'_‘ilI
to adopt technology that is not their own.

“They must recognise the importance of
collaboration to meet growing customers’
digital demands. Only then can they truly
embrace digital and provide a more consumer-
centric banking experience.” ®

www.electronicpaymentsinternational.com
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instant pay ments,‘;aﬂd&.pen Bzmluung PR

razil is characterised h}r heav}r

government, central bank regulatiun
of payments, and the important role
of fintechs and other new entrants in the
banking and payments markets.

In 2018, the Banco Central do Brasil
(BCB) established plans for a real-time 24/7
payments system that will be open to iintechs
and payments institutions, and will facilitate
I'I'l['.l-l}iiﬁ_" Pﬂ}’"lfﬂt ﬂdﬂptiﬂﬂ. Th{'_‘ new .‘i},"ﬁtElTl
will offer P2P, P2B, B2B and payments to
and from government agencies, and will be
operational by 2021.

Payments institutions are regulated by
BCB, and are allowed to offer m-payment
and m-banking services, including digiral
wallets, to low-income consumers. The BCB
wants its instant payments system to be usable
by all types of technology and through all
kinds of institution. This opens the door to
instant payments via QR codes, and between
ACCOUNs l'lL'Il'_i at '.'_'-El]'{j ISSLICTS ﬂﬂf_i HHEEC}IE.

Brazil’s existing interbank payment systems
ﬂI']I}" {]['Ft'l' I'IL'ﬂl'-‘r{':'ﬂ.l-'fimC [T:ll'lﬁft'l'ﬁ tJL"Ur"n’L"L'I'I
bank accounts. They require considerable
dara input by payers and payees, and are only
available during banking hours. They also have
high fees — ranging from BRL2.30 (%0.63) to
BRL143.20, according to BCB data — which
the new system will undercut.

e =

_-_'

In December 2018, BCB approved the
requirements for the instant payments system,
for which it will act as single settlement
infrastructure operator. These requirements
establish the system’s basic characrerisrics,
including governance, forms of participation,
centralised infrastructure settlement services,
connectivity and liquidity provision.

In consultation with stakeholders, the BCB
will define the instant payments ecosystem’s
rﬂgulatiun. The system is E:{pucted to be
Huxihit‘ Ell'll:l ﬂI](‘.‘l’l, [0 ENSUre access fﬂl’ Hﬂd thf_‘
emergence quarticipants n[‘Fcring innovative
services meeting the needs of users, BCB says.
The new instant payment system is designed
to replace cash and speed up existing retail
payment systems.

Currently, for purchases Brazilians use
cards, cash or boleto bancidrio, a barcoded bank
slip that can be settled ar payment points
such as convenience stores, supermarkets or
bank branches. Accounting for around 25%
of all online payment transactions, boleto
bancdrio is pupui:lr both with enterprises
Ell'l{_'! With CONsSuMmers “’hﬂ iﬂ.L'I( C]'L'C“I Cﬂl’dﬁ or
prefer the security of offline or cash payments.
In addition, for the 55 million unbanked
Brazilians, boleto bancdrio is currently the
only means of payment for goods or services

purchased online.

16 | February 2019 | Electronic Payments International

acmg fa number of key
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MARKET OVERVIEW

According to BCB, 86.5% of Brazilians aged
aver 15 had bank accounts in 2017, while
44% of adults had credit cards. Some 66%
of total rransactions took place via remote
channels in 2017.

The Brazilian association of credir card

and service companies, Associacido Brasileira
das Empresas de Cartoes de Crédito e
Servicos, says that in the third quarter of
2018, purchasr:s with credit, debit and
prﬂpaid cards rose 14.7% year on year to
BRL391.1bn. Credit card purchases rose

by 14.8% to BRL244.4bn, debit cards by
13.7% ro BRL143.8bn, and prepaid cards by
67% to BRL2.9bn. There were 606 million
physical cards in circulation in Brazil at the
end of 2017. As a large number of cards are
combination cards, with both a debit and

d Cl"_'di[ FLI]I':IiHﬂ, [hL’ [Htﬂl I'ILllTll'JEl' (]i:‘ EHH_{

functions was therefore highcr, at 741 million.

At the end of 2017, Mastercard, inc]ucling
Maestro, had 21% of the marker, followed
by Visa, including Visa Electron, with 20%.
Elo, Brazil’s domestic card scheme, which
competes with international brands, had 14%,
while other domestic schemes had 10%. Amex
had 0.2%, Diners Club 0.03%, and private-
label cards 35%.
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“Elo is big in debit, approaching 25%
market share, and will likely overrake
Visa as the :;L'ct1|1d=f;1rgc5t brand in the
first halt of 2019,” says Guilherme Lima,
CEOQO of Brazilian consultancy Ponto
Futuro Consultoria Estratégica. “Its market
development in credit cards has been more
challenging.”

Lima continues: “Elo’s credit card market
share is still below 5%, and its growth has
n;:-11|}«r r;‘unpcd up in since 2016, after ensuring
internarional acceprance via Discover. Also,
Elo still has to overcome a perception of
narrower acceptance compared to Visa or
Mastercard, and lower brand equity, which
makes it harder for Elo to be consumers’
preferred card of choice.

“Contrary to debit, it'll take a few years
before Elo can challenge Visa's credit card
dominance position, even ml(ing INto account
the big marketing push by Elo’s shareholders,
Bradesco, Banco do Brasil and Caixa
Econémica Federal.”

Lima explains that GPR prepaid cards
never really took oft in Brazil. “They are
mostly confined to very specific niches, such
as paying wages for domestic workers and
other unbanked groups,” he says. “A key
challenge that GPR program managers and
specialised GPR issuers face is the lack of a
cost-effective cash-our nerwork, as the ATM
market is dominated h}? |:1rgf: banks. Tl'm}?

chargc substantial fees to prcwidc ACCess 1o
their ATMs.”

NFC/CONTACTLESS

Despite high levels of smartphone adoption in

Brazil, NFC payments still have not become
mainstream.

Lima notes that contactless card issuing has
been nug]igihlu in Brazil, dcspitc most POS
terminals being contactless-ready. “Samsung
Pay was launched in 2016 in Brazil, and Apple
Pay in April 2018,” he says. “Apple Pay seems
to have gained modest traction faster, having
launched with a more distinct focus of its
target public — afluent and mass affluent —
and leveraging a partnership with an issuer,
]tﬂ.ﬁ Unil}ancm ‘.md lTlL'l'L'I'IElI'l[ prumﬂticlnﬁ.”

Google Pay launched in March 2019, in
association with rival bank Bradesco.

In Suptuml:cr 2018, Cielo, Brazil's iargtsr
acquirer, launched a QR code-based mobile
payment system with its two shareholders,
Bradesco and Banco do Brasil, and other
partners. Its QR Code Pay system aims ro sign
up 40 million users both for MPoS payments

and e-commerce transacrions

YAYAYT
JILV I k=
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Instant payment service providers are

classified in three groups:

e Direct participants: Financial or
payment institutions that offer users
transaction accounts (e-money
payment accounts and chequeing
accounts), and that have settlement
accounts at BCB and a connection
with the centralised settlement

infrastructure:

Indirect participants; Financial or

payment institutions that offer users
transaction accounts and that do not

In August 2018, Irati Unibanco, Rede
and PayPal announced a digital payments
partnership ro facilitate online and in-app
purchases. PayPal Brazil's general director,
Paula Paschoal, told Reuters that the company
expected to add one million users to its 3.8
million clients in Brazil in two years as a
result of the partnership; as of August 2018,
300,000 merchants in Brazil used P:'I}-’P:‘-Il.

“The partnership is designed to make
it easier for customers to link their Irad
credir cards — Iraq, Iraucard, Hipercard and
Credicard brands — ro their PayPal wallet,”
an Ira spokesperson tells EP/. “Also, the
partnership will increase the security and
authentication of transactions, Itad, Rede and
PayPal will work closely using dara tools, risk
analysis and anti-fraud systems to provide a
secure, convenient shopping experience online
and in~app."

Customers’ linked Irati cards can be
HpL’CiFlL'd l}}r th{_’ Customer as a Fﬂ}’l'ﬂf_’nt ﬂPtiHﬂ.

in their PayPal account.

ACQUIRING

In 2010, the government ended the monopoly
under which only two acquirers were allowed
to operate in Brazil, Visanet, now Cielo,

and Redecard, now Rede. It also ended che
exclusive r::l:iticm:-:hipﬁ that Cielo had for
capturing Visa cards and Rede for Mastercard-
branded cards.

In 2013, BCB introduced new regulations
to ensure that merchants had freedom to
choose which acquirer or processor they
wanted 1o use.

According to Brazilian consultancy
Boanerges and Cia, there were art least 13

www.electronicpaymentsinternational.com | 17

have a settlement account at BCB
or a connection with the centralised
settlement infrastructure. Indirect
participants must perform their
settlements through a direct

participant, and

)

Payment initiation service
providers: Institutions that do not
offer users transaction accounts,
but offer payment services based
on those transaction accounts that
users hold at financial or payment
institutions. =

acquirers in Brazil in 2018. Additionally, as of
May 2018, there were 377 fintechs in Brazil,
with 25% of them dedicated to payments and

remitrances, acmrding to Finnovation.

FOREIGN INVESTMENTS

There is a growing trend for chign
investments in Brazilian fintechs.

Brazilian processor Stone Pﬂgamenms raised
$1.5bn in its Nasdaq IPO in October 2018,
with Berkshire Hathaway and Anrt Financial
among its sharcholders. PagSeguro raised
$2.3bn in its IPO on the New York Stock
Exchange earlier in 2018.

[n October 2018, Visa made an unspecihed
investment in Brazilian digital payments
processor Conductor. The rwo companies
are collaborating to develop issuer-focused
solutions for payments tokenisation via
I'.I'H.}hill_" “’I{IIE[H 'Jl'ld (L] L*:-Lpnnd tI'IL' LIS UF
push payments through Visa Direct. Also
in October 2018, Chinas Tencent invested
$180m in Brazilian fintech Nubank, which
plans to offer consumer loans in addition to
its existing credit cards and digital payment
accounts.

In February 2018, Recargalay received
$22m in Series B funding to roll out its
muhil:: “’ﬂllﬂ[ :]1'1[_'[ Il'l-'}]ﬂ}"m{_‘ﬂt I]IHIF[]‘I'IT[

[0 Lll'll'}ﬂl'li(l_'d ﬂﬂ{_{ Llﬂd{_'l'hﬂl]kﬁ_‘d Bl’ﬂ]ﬂiliﬂﬂ
consumers. Its mobile wallet is used hy 10
million consumers, cnahling them to pay bills,
top up cellphones and buy public transit cards
and gift cards.

“Brazil’s payments industry has attracted
a lot of international interest and capiral,
examples being Stone’s and PagSeguro’s 2018
IPOs,” says Katie Llanos-Small, editor of Latin
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American financial news provider fupana. “It’s

a big marker and there’s still a lot of potential
for growth. There’s still a long way to go

for contactless payments in Brazil. RDUE!‘II}’
80% of POS are NFC-enabled, bur mosrt are
concentrated in the big cities.

OPEN BANKING

Payments industry expert Francesco Burelli

points out that Brazil's Open Banking
initiative has a very wide reach. “The initiative
is more pervasive than Europe’s PSD2,

and similar to the scope of what'’s hf:ing
imph:mr:nn:d in some South-East Asian
countries, he says. "It includes a mandarte
covering banking product informartion as well
as transacrion and balance informarion and
payment initiation.

Although Open Banking was initiated
under Brazil’s previous government of
President Michel Temer, the new government
of President Jair Bolsonaro does not want to
L'i'lﬂl'lg{'_‘ I}'I.L' l'(.’ng]ﬂ[iﬂHﬁ I‘}{:ing dﬂ\-’ﬂiﬂpﬂd, notes
Burelli.

“'Dpr:n Banking rcgu]atinns are Expu-:tﬁd
Lo I'.'HL" rﬂI{_’HEL‘d n Phﬂ.‘i{_’ﬁ OVEr a Pﬂfiﬂd ﬂ{:thn_"l_'
years, he says. “The initiative aims to foster
competition within a concenrrated hnancial
services industry that, while having many
players, is concentrated in a small number of
institutions holding majority marker share in
various products.”

o Jwsoass  Jmo

30.6% 434.9 23.6%
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Llanos-Small says Brazil's big banks are
actively looking at how API platforms work,
and how they can use APIs and benefit from
them. “This has largely been a proactive move
I.'}}" 1'.'!':1]11{5, not one thﬂthﬁ 1":."31'}-’ I.'J'L’{.'I'.I. PUEhEd I.'J-}"
r::gulan:-rs,” she says. ~ But it's clear that Open
Banking is going to be mandated in Brazil.”

While Iratt Unibanco had not developed
Open Banking APIs as of November 2018,
according to Irat IT director Lineu Andrade,
lupana reports that Bradesco, Banco do
Brasil and digital-only Banco Original are
experimenting with open APIs. Banco do
Brasil launched its Open Banking developer
portal in June 2017,

“Although technology plays an important
role in Itad’s advancement, we're currcnﬂ}r
not developing APlIs for open payments,”
said Andrade when interviewed in November
2018. "We seck to become a digital bank
from the inside out, and invest in initiatives
to improve the experience of our customers
and employees. Technologies being adopred
include the blockchain, the cloud, machine
itarning and Al p}us the full digi[niis;‘lticm of
client interactions and back-ofhice activities.”

Itatt Unibanco has established the Cubo
[tatl incubartor, which covers various industries
including fintech; in November 2018 it had
10 fintechs as members. Andrade says that by
November 2016, over 60 projects had been
set up by Itad and by Cubo’s resident startups.
“One example is BLU365, formerly Kirado,
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“Via Open Banking, non-banks will be able to
initiate payments through current accounts or
e-money accounts.”

Brazil's four major banks have a monopoly
on current accounts and retail payments.
Cards are expensive for merchants to accept,
as the average merchant service charge is 2%,
and retailers receive their funds after 30 days.
Some card schemes charge merchants up to
4%, Burelli adds.

“Brazil has a relatively high cost of card
payment acceptance compared to other
markets, a relatively high cost of rerail and
SME credit, and a paper-based instrument,
boleto bancdrio, which is pervasively used
across many merchant categories,” he says.
“These factors provide an attractive market for
ﬁntﬁd'lﬁ ﬂl'ld lﬂl’gﬂ' mt_'n:h;lnts ﬂiil{ﬂ o [{ll’gﬂt rhE
development of business models, reducing the
direct and indirect costs of payments and of
liquidiry.”

With Open Banking, retailers could
register as payments providers and incentivise
customers with rewards to use their own real-
time payments systems. This would save them
2-4% in merchant charges, and ensure instant
payment from customers.

“Brazil is a highly sophisticated, marure
market for financial and rutailing Services,
with a growing digital and electronic and
I'I'H]l'}i}f_‘ COIMIMErce iﬂ&Llﬁtl_}’, Wi‘lﬂr‘: ] WﬂLlId
EIPECT EITJI'J.EE o hl’..’ dfi\"f.'rl rﬂpidi}’ h}" iﬂl’g{f
players, possibly retailers or large-volume
billers looking to reduce their cost of
payments and to improve their working
capital,” Burelli says.

“Some fast movers — Aintechs and banks
alike — will likely move rapidly onto rthe
opportunity, partnering with brands from
other industries in search of large-scale access
[0 COnsumers, or Clr_"'.’l:rfnping v:]iu::-adr_it:d
:-zcﬂuti{)ns 0 CONSUMCeErs or l'L’[ﬂiiL’l'S.

:3'&1]5[},. thL' EKPL'EIL'd HJH-“E]U.[ UF mf}l}iiﬂ
payment services resulting from Open
Banking in Brazil will potentially target the 55
million underserved Brazilians. This is 26%

of the toral 211 million inhabirtants, based on
World Bank data.” B
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Contactless card use soars in a rapidly evolving market

he Australian payment card market
Tcnntinues to evolve at a rapid pace.

Australians are very comfortable
using debit and credit cards for payments,
and the two card types are used almost
interchangeably.

Recent growth in the payment card
market has been characterised by the rise
of contactless payments, growth in debit
card use, and the emergence of digital
wallets. Digital wallets, however, still
need to demonstrate greater benefits and
convenience compared to payment cards.

Consumers now have more choices,
particularly for low-value purchases,
and use of cash has declined as a result.
This transition to electronic payments
Is expected to continue to 2022, as the
number of contactless payments grows and
the New Payments Platform is launched.

Competition among card issuers has
therefore heightened, and as consumers
increasingly turn to digital channels, the
stakes have been raised further, with new
challenger banks such as Volt and Xinja
likely to pose a threat to major financial
institutions in the country.

CARD TRANSACTION VALUES BY

CHANNEL ($ BILLION)

2014 119.6 393.9
2015 117.8 420.4
2016 113.5 444.8
2017 110.9 473.7
2018e 108.1 504.4
2019f 105.9 535.1
2020f 103.9 565.3
2021f 102.4 594.2
2022 101.1 620.6

Debit cards are expected to surpass
pay-later cards in terms of card payments
value over the period to 2022, as a
growing number of Australians are cutting
unnecessary spending and increasingly
using debit cards for payments.

To compensate for revenue loss due to
the reduction in interchange fees, issuers
have increased annual fees and cut reward
benefits, particularly on premium credit
cards, making them even less appealing
than previously. However, some issuers
have begun to offer benefits on debit cards,
including cashback, fee-free ATM access
and reward benefits, leading to a growth in
debit card use.

Australia is one of the world's most
highly developed contactless card markets,

PAYMENT CARDS BY TYPE (MILLION)

DEBIT PAY LATER
2014 41.3 23.4
2017 47.0 24.7
2018e 48.9 25.1
2022f 54.5 26.8

‘Source: GlobalData

CARD TRANSACTION VOLUMES BY
CHANNEL (MILLION)

ATM POS
2014 766.6 5,903.3
2015 727.4 6,564.3
2016 673.7 7,377.4
2017 634.1 8,330.5
2018e 590.7 9,178.8
2019f 553.7 9,992.2
2020f 524.1 10,745.3
2021f 502.8 11,445.9
2022f 486.0 12,083.5

with most consumers having access to

a contactless payment card. Australian
consumers and financial institutions

have embraced the technology, with the
extensive acceptance infrastructure being a
key reason why the cards are so popular.

Backing from large banks and large
merchants has made contactless a standard
form of payment in the market. The
number of contactless cards rose from 29
million in 2014 to 56.5 million in 2018,
at a robust CAGR of 18.1%; the figure is
anticipated to reach 79.7 million by 2022.

E-commerce in Australia recorded
strong growth, rising from A%$24.8bn
($19.39bn) in 2014 to $31.78bn in 2018,
at a CAGR of 13.2%. Rapid smartphone
adoption, growing internet penetration,
the availability of secure online payment
systems, and the growth of online sales
events such as Boxing Day, Black Friday,
Cyber Monday and Singles Day are driving
the e-commerce market.

The availability of alternative solutions
such as PayPal, Apple Pay, BPay and POLI
for online purchases has also supported the
e-commerce market's growth. m

NUMBER OF ATMS AND POS TERMINALS
(THOUSAND)

ATM POS
2014 31.5 843.6
2015 31.7 956.2
2016 32.9 954.2
2017 31.9 959.5
2018e 32.3 971.9
2019f 32.8 990.2
2020f 33.4 1,015.8
2021f 33.8 1,039.5
2022f 34.2 1,060.5

Source: Reserve Bank of Australia, GlobalData

Source: Reserve Bank of Australia, GlobalData
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Electronic Payments International is dedicated to tracking
and understanding global consumer payments.

As the only editorially independent and globally focused briefing service, we are
the go-to source for issuers, processors, MAs, banks and other key stakeholders in
the industry. They access Electronic Payments International to gather reliable insight

and opinion on how the industry is developing, along with updates on company

strategy, products, entrants and market sizing.

Through login credentials, readers access Special Reports on trends, new products,
strategy, regulation and technology use. Alongside these are daily editor-curated
newswires, country reports, data and monthly EPI & FinTrack publications.

To check if your organisation has access, request a full edition or walkthrough,
email briefings@verdict.co.uk.
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