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LOOKING AHEAD
This may not have been the year we hoped for, but one thing rings true: 2020
represents an inflection point in the payments universe. We started on the
same course as in years past, but we are ending it years ahead of schedule.
Digital payments are now the primary driver of most companies’ businesses.
Looking ahead to 2021, two trends are all but certain: continued disruption
from COVID-19, and new, unmet customer needs that will create business
opportunities. Already, we are seeing verticals that historically had low digital
payments penetration such as restaurants, B2B, and fuel experience surges
in digital payments that are proving resilient as a new normal sets in.
In this edition, you’ll find examples of the transformational work we are
doing side-by-side with our clients to help them thrive in the post-pandemic
world. Younger upstarts are rapidly stealing market share, and incumbents
are becoming more agile to defend against them. The impact of our recent
work covers all elements of the value chain, including retail, B2B, and
corporate payments, and spans the globe.
We look forward to hearing from you with your reactions and feedback.

Best wishes,

Rick Oxenhandler
Partner, Retail and Business Banking

PAYMENTS PLUS / MARKET DEVELOPMENTS

FINTECH
DELIVERY
MODELS

Q4 2020

+NEW PRODUCT LAUNCHES
+UNDERBANKED OPPORTUNITIES

In the United States, traditional financial
institutions have historically struggled to serve
lower-income segments of the population.
This is a result of banks’ business priorities,
continuous pruning of bank branches, and for
underbanked customers, irregularity of income
and inability to pay higher fees associated with
certain banking products and services.
The current health crisis has only exacerbated this
rift. To fill the void, an ecosystem of alternatives
has emerged that includes incumbent prepaid
players, nonbank financial services providers, and
more recently, digital banks that have identified
the underbanked as a growth segment. While
several nonbank providers have used retailers’
physical networks and their customer touchpoints
to distribute financial services, few have the scale
to become true financial destinations.

Oliver Wyman has recently worked with
nonbank providers to establish new services
for the underbanked by leveraging their unique
assets. We have collaborated on launching
differentiated value propositions, identifying
customer segments, designing the business
model, and executing on the launch roadmap.
We have also partnered with our clients to
select strategic partners for their respective
programs, combining our proprietary assets
and our industry expertise to find the best fit.
The underbanked market represents a large
opportunity, and we have pursued initiatives
to drive hundreds of millions of dollars in
operating income for our clients.
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+FINANCIAL TECHNOLOGY
+CUSTOMER LIFECYCLE

Consumers expect more and more of the digital
services delivered by their card issuers. Years
ago, at the dawn of digital banking, a financial
institution was able to create significant value
by just allowing consumers to see details
of their transactions before their monthly
statement arrived in the mail. Over time,
firms have enabled more sophisticated digital
transactions and interactions. Not only do these
digital interactions span the entire consumer
lifecycle — they also can provide other benefits
such as fraud mitigation.
More recently, firms have rolled out newfangled
digital card offerings such as the Apple Card.
Customers of that product enjoy a welldesigned and sophisticated experience that is
completely mobile-first and tightly integrated.
The challenge for other financial institutions is
to bring their own digital card experiences up

to the same level. If they fail to do so, digitally
focused consumers, especially in the millennial
and Gen Z cohorts, might consider switching.
Oliver Wyman recently worked with an
investor to evaluate the market for services
that enable financial institutions to offer
digital card experiences like that of the Apple
Card. We employed our deep knowledge of
financial institution technology providers,
including core and transaction processors,
card networks, digital banking providers,
group service providers, and technology
specialists. We also drew upon the experience
and knowledge of Celent, a leading provider
of research and advisory services in financial
services technology and a member of the
Oliver Wyman Group. Our work facilitated a
deep understanding of the investment thesis in
the space.
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+DIGITAL WALLETS
+SOUTHEAST ASIA

Across a number of emerging markets,
alternative payments are rising as a viable
alternative to traditional card payments. In
China, most consumers in major cities use
Alipay or WeChat Pay for a majority of their
purchases. Similarly, a number of Southeast
Asian markets are experiencing a proliferation
of e-wallets, aiming to replicate the success of
their Chinese counterparts.
The vast majority of these e-wallets are
currently cashflow negative because they
typically charge lower fees to merchants than
traditional payment methods, the costs to get
funds into the wallet can be relatively high,
and the costs to acquire and retain customers
and merchants can be prohibitive. A number of
these businesses are now looking to monetize
their existing ecosystems and user bases, and
many are looking to broader financial services
(particularly lending) to achieve profitability.

Oliver Wyman has been supporting leading
Southeast Asian e-wallet and fintech providers
to expand beyond traditional payments into
broader financial services. This involves working
collaboratively to research a range of propositions
to inform the overall strategy, analyze customer
data to develop a credit policy, design a series
of pilots, support regulatory discussions, and
develop business plans to present to their
shareholder committees.
With the design phases complete, we are
working to accelerate the next wave of product
propositions and pilots. Our clients expect these
new digital financial services offerings to provide
a near-term revenue increase of more than
25 percent.
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+ IDENTITY
+OPER ATIONAL RISK

Whenever a company is initiating a payment —
be it a debit or credit — both the company and
the bank originating the transaction face
a series of questions: How do I know the thirdparty account is real? Valid? Matched to the
intended owner? Has the appropriate balance
or other account characteristics? Failure to
accurately verify this information leads to
administrative errors and fraud, and costs
participants more than $1 billion a year globally
in remediation expense.
In markets around the globe, validation services
have proliferated to solve this problem. These
services range from reference data on the
more basic end of the spectrum to rich data at
the more sophisticated end. There are myriad
use cases surrounding account validation. For
example, a fintech might have paid hundreds
of dollars in customer acquisition cost to drive
signups via marketing campaigns and signup
bonuses, but that expense is justified only if the
funding account can be validated against the
signup information of the prospective customer.

Similarly, payment rails are beginning to
mandate the use of, or directly integrate
solutions for, account validation. The National
Automated Clearing House Association’s account
validation rule for web-initiated debit entries will
go live in March 2021. In the United Kingdom,
Faster Payments’ confirmation of payee (CoP)
standards require that the originating bank
validates the name, sort code, and account
number of the payee.
Oliver Wyman has worked with investors that
are evaluating opportunities in this arena, as well
as companies building or enhancing account
validation propositions. The focus of this work has
been on market sizing, customer needs and use
cases, and commercialization of the offerings. We
also work with fintechs, banks, and corporates
that consume these services as part of a broader
focus on optimizing partners and reducing
operational risk and cost.
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+QR CODES
+LATIN AMERICA

Small and midsized merchants are one of the
key drivers of economic activity in several Latin
American countries. However, this sector is
often part of the informal economy, which
accounts for about 35 percent of Latin America’s
gross domestic product and consists mainly of
underbanked businesses and consumers. Even
for banked customers, financial institutions’
value propositions are basic at best. Low
balances, asymmetric information, and risk make
it difficult for firms to offer a more sophisticated
proposition that makes economic sense.
But what if financial institutions were able
to rewrite this story by positioning these
merchants to be at the core of economic activity
in a small town or region?

Oliver Wyman recently supported a leading
Latin American bank in designing an everyday-life
ecosystem centered on a QR-code payments
solution for merchants. The 360-degree
ecosystem includes capabilities to process day-today transactions such as cellphone top-ups, utility
payments, cash-in/cash-out, money transfers,
digital and immediate payments to suppliers,
credit offers, and analytics for sales and margin
improvement, among others.
The benefits are numerous. For merchants, they
include increased sales, alternative revenue
sources, and access to credit to transition to the
formal economy. For consumers, the ecosystem
offers new forms of frictionless payments
and day-to-day transactions at a convenient
single location. For banks, the benefits include
incremental revenues and wallet share, while
governments enjoy a reduction in the informal
economy and use of cash.
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BREAKNECK PACE
The Growth Spurt
Birthed in nations on three different continents (Sweden,
the United States, and Australia), the modern point-of-sale
financing solution has hit a remarkable mid-pandemic
growth spurt. Public players saw valuations crater well
below market drops in the early days of the pandemic, only
to rapidly rebound and soar past pre-COVID highs as credit
fears were shaken off by reasonable credit performance and
as e-commerce tailwinds kicked in.

Oliver Wyman’s
Point-of-Sale
financing experience
As point-of-sale options grow
into the mainstream as a
formidable checkout alternative,
Oliver Wyman has been
engaged to support clients from
multiple angles: merchants
evaluating providers; providers
strategizing on solution design,
commercialization, and growth;
investors evaluating capital
outlays; and issuers going on
the offense to counter the
traction of nonbank players.
This checkout phenomenon
is one of the most important
developments in payments in
the past decade, and we are
well-positioned to support our
clients to shape the important
impact this will have in the
coming years.

The pace of new product announcements from established
players entering, and pure players evolving, has been
breakneck. Every firm active in payments today needs a
strategy that outlines how it is going to position to gain
share on offense or at least minimize damage from the
shifting landscape on defense.

Valuations of point-of-sale lenders
Public company valuations (US$ billion)
+578%

20
15

-73%

10
5
0

Recent private company
valuations add another
$15-20 billion in market cap
Klarna: $10.6 billion1
Affirm: $5-10 billion2
Afterpay

Feb 13

Mar 23

Sep 28

Other (Zip, sezzle,
Splitit, GreenSky)

1. As of raise announced on 9/14/20
2. Speculated valuation (no public announcement)
Note: AUS converted to US$ at September 2020 exchange rate
Source: Oliver Wyman Analysis, Techcrunch
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Perspectives on point-of-sale lending
High growth, with some deceleration in Australia and New Zealand
While year-over-year growth in Australia and New
Zealand (ANZ) has exceeded 100%+ rates in recent
years, this has started to taper — reflecting a
maturing of the category leaders. A key contributor
to this deceleration is that many high-potential
merchants have been signed, leaving less white
space (particularly in e-commerce).
In the US, with several new providers entering the
fray and further room for merchant penetration,
we anticipate high growth in the near-term.

Afterpay purchase volume (US$ billion)
+53%
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+331%

ANZ
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FY 19

FY 20

Source: Afterpay public filings, Oliver Wyman analysis

US market would triple before reaching Australia’s current penetration
If we take the current ANZ penetration rates as
where the US could be heading, the US market
could grow to ~$60 billion in incremental
e-commerce purchase volume, representing
a tripling from the current levels.

BNPL penetration of e-commerce sales
2020 estimates
ANZ

10%

US

3%

One market, many flavors
There are numerous permutations that have
come to market. This is likely to result in more
innovation in product and proposition as
competition intensifies, with less white space

Popular product structures
Pay 30 days
after purchase

4 payments
over 6 weeks

Monthly installments
(up to 3+ years)

and more head-to-head battles for merchants
and consumers.

Emerging basis of market competition
Customer
loyalty program

Mobile app that
encourages discovery

Frictionless and
fast checkout

Ability to effectively
merchandise
the offer

Support for
e-commerce and
in-store

Convincing analytics
that demostrate
customer lift
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CORPORATE
PAYMENTS
Over the past five years, unprecedented changes in
regulation and technology have turned the oncequiet corporate payments space upside down. Not
only was the industry facing changes in how things
were done, but some of the foundational business
models were being revisited and restructured. And then
COVID-19 struck. An unprecedented event clashed with
unprecedented changes.
Yet key imperatives continue, with the move to ISO 20022
in full swing. It is critical for banks to ensure that they do
not focus merely on achieving the regulatory minimum and
lose out on many of the benefits in the process.
Sometimes, though, the collision of trends triggers the
most interesting opportunities. Many banks are struggling
to make the business case for real-time payments or open
banking, but the current conditions show that a bank is
only as digital as its least digital parts. Put together, digital
components will power the next evolution of business
and commerce.

Insights
Celent’s 2020 edition of the Top
Trends Report for Corporate
Payments covers 10 things
that every payments executive
should have on his or her
agenda, with a focus on the
near term.

Q4 2020

The Top 10 Trends In Corporate Payments
Degree of uncertainty
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Likely relative impact

COVID-19
1. The impact on
payment operations
Payment operations prove
to be resilient, but there
are things banks can still improve
on.
2. Payment volumes and
revenue impact
Understanding which changes are
short-term or permanent will be
important for revenue and
investment projects.
3. Long-term implications
With dramatic shifts in behavior,
more sophisticated analytics will be
required to drive value.

ISO 20022
4. Arriving with a (big) bang
ISO, long touted by Celent as the
future of payments, represents the
industry's biggest standards
migration ever.
5. Just congestion or is there
real trouble ahead?
How ready are certain markets to
migrate – and what is the plan B if
they’re not?
6. Data, the final frontier?
Extended data has long been
promised as a key benefit
of ISO 20022, but how do we get
there?

Others
7. Prime time
for real–time payments
Real-time is now a given,
but what is the next stage
in its evolution?
8. Open banking — the
framework for digital innovation
Coupling this with real-time
payments creates a digital platform
for both banks and their clients.
9. Cloud finally on the horizon?
Cloud adoption in payments
is finally imminent, but will
banks make the right choices?
10. 5G and the internet of things
A revolution in commerce is
coming, but are banks prepared?

Source: Celent
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OLIVER WYMAN REPORTS
Oliver Wyman publishes
a broad range of pointsof-view across industries.
A sample of our recently
released intellectual
capital is shown here.

THE RETURN
OF VALUE

How can grocers best-position themselves
to thrive post-crisis?

The report images are
hyperlinked. Please click
to view or download
the document.
Big Banks, Bigger Techs?

The Return Of Value

Choose Your Path

Health In Demand
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DON'T FLY BLIND
IN THE IBOR
TRANSITION
STORM
Do you have the right analytics?

Don’t Fly Blind In The Ibor
Transition Storm

TELECOM
OPERATORS
RETHINK
THEIR NEXT
TWO YEARS
Telecom Operators Rethink
Their Next Two Years

DIGITAL
IDENTITY

Banks must seize the opportunity

Digital Identity

SHAPING
THE NEW
NORMAL
Changing working practices for good

Global Risks
For Infrastructure

Shaping The New Normal

Aim For Revival.
Not Just Survival.
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CELENT
Celent, a division of
Oliver Wyman, is the
leading subscription
research and advisory
firm focused on financial
services technology.

WORLDS APART: HOW BANKS
ACROSS THE ASSET TIERS
ARE RESPONDING TO COVID-19

OP TRENDS IN CORPORATE
PAYMENTS: KEY IMPERATIVES
FOR THE PAYMENTS INDUSTRY,
2020 EDITION

3 September 2020
Bob Meara

29 August 2020
Gareth Lodge

Worlds Apart

Top Trends In
Corporate Payments

INTEGRATED INSURANCE
ECOSYSTEM: THE NEXT
GENERATION INSURER

STEPPING UP AGAINST AUTHORIZED
FRAUD: STRENGTHENING TRUST IN
THE PAYMENTS PROCESS

25 August 2020
Max Ang

22 August 2020
Gareth Lodge

Integrated
Insurance Ecosystem

Stepping Up Against
Authorized Fraud
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THE FINANCIAL PLANNING
TECHNOLOGY LANDSCAPE: NORTH
AMERICA 2020 EDITION

REIMAGINING RECONCILIATION
IN CAPITAL MARKETS:
IMPROVING AUTOMATION WITH
INNOVATIVE TECHNOLOGY

LEVERAGING PREPAID TO POWER
YOUR NEXT PAYMENT INNOVATION

12 August 2020
Neil Sheehan

11 August 2020
Arin Ray

6 August 2020
Zilvinas Bareisis

The Financial Planning
Technology Landscape

Reimagining Reconciliation
In Capital Markets

Leveraging Prepaid To
Power Your Next
Payment Innovation

THE STEADY RISE OF OPEN BANKING:
LAYING THE FOUNDATIONS FOR
OPEN FINANCE

SUSTAINABILITY IN THE
CAPITAL MARKETS

RISK AND COMPLIANCE IN THE WAKE
OF COVID-19: STRENGTHENING RISK
POSTURES WITH DIGITAL TOOLKITS

11 July 2020
Kieran Hines

30 June 2020
Brad Bailey and William Trout

29 June 2020
Neil Katkov

The Steady Rise Of
Open Banking

Sustainability
In The Capital Markets

Risk And Compliance In The
Wake Of COVID-19
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EVENTS
The Merchant Advisory Group (MAG) is the leading payments-focused association for
merchants in the United States. Oliver Wyman will be virtually attending the MAG 2020
Annual Conference and Tech Forum. To connect, stop by our virtual exhibit booth!

October 13-15 | Tech Forum
Beth Costa will moderate a panel of leading merchants, including Walmart and
McDonald’s, on the topic of payments and customer experience.

October 20-22 | Annual Conference
Rob Mau will moderate a panel titled “Whose Data is it Anyway?,” which will focus on what
happens to data as it passes through the payments value chain.

Money 20/20 is the largest industry event focused on the payments, banking, and fintech
sectors. Oliver Wyman was confirmed to speak at each of its three global events — in Asia
(June), in Europe (September), and in the United States (October). Unfortunately, due to
COVID-19, all of the in-person conferences were cancelled.
Instead, Money 20/20 will be hosting MoneyFest, a live-streamed virtual event with
compelling speakers and perspectives from across the industry.

October 26-29 | MoneyFest
On Day 1, Vivian Merker will moderate a discussion with Sharon Miller of Bank of
America and Kala Gibson of Fifth Third Bank on the Paycheck Protection Program
titled "Distributing Billions in Days: Addressing Challenges and Changes for Small
Business Banking."
On Day 2, Tony Hayes will interview Ulrich Bindseil, Director General for Market
Infrastructure and Payments at the European Central Bank.
Titled “Why Europe Needs a New Payment Solution,” the discussion will cover the ECB’s
new retail payments strategy, the creation of the European Payments Initiative (EPI), and
what this means for different organizations.

PAYMENTS + BRAND
PAYMENTS + DIGITAL
PAYMENTS + STRATEGY
PAYMENTS + OPERATIONS
PAYMENTS + TECHNOLOGY
PAYMENTS + PARTNERSHIPS
PAYMENTS + DUE DILIGENCE
PAYMENTS + DATA & ANALYTICS
PAYMENTS + RISK MANAGEMENT
PAYMENTS + CUSTOMER EXPERIENCE
PAYMENTS + ORGANIZATIONAL EFFECTIVENESS

Oliver Wyman is a global leader in management consulting with offices
in more than 60 cities across 29 countries
payments@oliverwyman.com
www.oliverwyman.com
Oliver Wyman is a wholly owned subsidiary of Marsh & McLennan companies
[NYSE: MMC].

