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Forty-six percent of shoppers say they would switch to
another retailer if it meant being able to leverage BNPL
payment options.

BNPL Use In Australia Surges In Recent Years

Seven million Australians currently leverage BNPL, up from
five million prior to the pandemic.

The Advantages And Challenges Of BNPL

While merchants benefit from higher conversion rates,
some obstacles may also occur, such as the risk of
customer disintermediation with certain legacy BNPL
schemes or complicated return policies, which may
disincentive some shoppers.

BNPL Can Help Merchants to Persuade
Competitors’ Clients

Retailers can potentially attract customers from competi-
tors thanks to BNPL implementation.
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Learn How Boundless Drives Financial Inclusion
With BNPL

Offering BNPL benefits not only the customers, but the
business that implements it as well.

Visa Expands Its Worldwide Reach

The credit card giant is entering collaborations around the
world to promote BNPL shopping.

BNPL Is The Holiday Season Gift For Merchants

Four in 10 consumers plan to use BNPL to pay for holiday
gifts, a massive opportunity for retailers.

About
Information on PYMNTS and Splitit

P splitit
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Need To Know

BNPL Popularity 65.4%
Grows AmOng = The abi.litytogurchase

without overspending
Consumers
65.2%

o More likely to shop at stores
that offer BNPL
PYMNTS found that in the past year, 50 million
consumers across the United States have leveraged buy
now, pay later (BNPL) — which splits purchases at the point O 63 50/
of payment into several smaller installments. Additional ® o
PYMNTS indicated that nearly 60% of consum- ————  The ability to purchase more frequently

ers are aware of this payment option, even if they have
not personally leveraged it, indicating strong potential for

BNPL growth. -;I 62.8%

Several factors drive customers to leverage BNPL, including =l Helps to manage personal spending
avoiding overspending, managing credit scores and encour-
aging more frequent and larger-scale shopping trips. This
last advantage is particularly enticing to the merchants
they patronize, which are partnering with BNPL providers
to offer this payment option in record numbers.
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Need To Know

Failing to offer BNPL may
cost merchants valuable :
customers.

Shoppers are drawn to
merchants that offer BNPL.

46% 52%
| | (o o
Younger generations are the most likely customer demo-

graphic to use installment payment plans and are drawn
to businesses that have this payment option available.
PYMNT h f h % of bri i i .

: S research ound that 66 ° 0 br'.dge millennial and Share of consumers who shop Portion of BNPL non-users
millennial consumers have a positive view of luxury and

specialty retailers that offer BNPL as a payment option. at department stores online who are highly interested

who say they are highly in using it for online luxury

Customers are even willing to abandon their favorite stores interested in using BNPL or specialty purchases

if a competitor can offer BNPL at checkout, with 46% of
department store shoppers saying they would switch to
another retailer if it meant being able to purchase items |
using BNPL. This could prove to be a game-changing advan- |
0 . Wi
tage in the Cl-Jtthroat. consumer retail rT\arket, where any s /
small change in margin could spell the difference between \"o":?:;o:o.
a successful business and insolvency. iocs

https://www.pymnts.com/study/bnpl-and-the-in-store-opportunity-consumer-finance-
installment-payments/
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Need To Know Experts estimate that BNPL options increase the likelihood of a sale
by 20% to 30% and boost the average ticket size up to 50%. Both
estimates mean massive revenue increases for the merchants offer-
ing these options.

CUStomers complete more BNPL also entices customers who do not prefer to use traditional

o . credit options. This can prove especially beneficial for brands that

Sales and have hlgher tICket cater to younger consumers, such as apparel. One retailer, Rue21,

o o saw its average order volume expand by 73% after it added a BNPL
SlZes When US|ng BNPL. option at checkout.

—=—
=
—
\\\\\\\
——— /

BNPL drives increased

conversion rates and order . ’ =
. BUY [ -]
sizes for merchants that CR =1

deploy this option.

https://www.cnbc.com/2021/09/25/why-retailers-are- 20% — 30% 30% — 50%

embracing-buy-now-pay-later-financing-services.html

s
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News And Trends

Merchants Offer
Installment
Payments To Reach
Broader Audiences

BNPL services offer a variety of benefits for the merchants
that deploy them, particularly when it comes to boosting
revenue. A recent survey found that nearly 70% of cus-
tomers spend more when using a BNPL service, a massive
incentive for retailers. Increased merchant acceptance is,
in turn, fueling greater adoption among consumers, espe-
cially younger generations.

Just 7.4% of U.S. adults used BNPL in-store in July or
August, and millennials and Generation Z consumers will
make up roughly 68% of all BNPL users by the end of the
year. This year, BNPL usage is much more popular in online
payments, with 30.7% of eCommerce shoppers using the
method. Use is also growing among more senior genera-
tions, with baby boomers’ BNPL market share tripling from
3.1% in 2018 to 9.5% in 2022.

QORI
RO ~
SRS
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News And Trends

BNPL use in Australia
surges in recent years

Online transactions surged in Australia due to the pandemic,
opening the doors for a massive wave of BNPL adoption. A
recent study found that BNPL usage increased 37% by June
2022, accounting for $16 billion in purchases. Approximately
seven million Australians, representing roughly 33% of the
population aged 18 and up, leverage BNPL, up from the five
million who did so before the pandemic.

Merchants increased their acceptance of BNPL in kind, thanks
in part to integrations that enabled customers to use their
existing credit cards. This allowed merchants to seamlessly
offer the option and programs that enabled BNPL usage on
customers’ mobile devices rather than integrating special
technology solutions.

© 2022 PYMNTS All Rights Reserved
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BNPL shows promising
trends for future growth

While the percentage of shoppers leveraging BNPL in the U.S. has
largely stayed the same since 2021, the portion reporting inter-
est in future BNPL use has grown from 11% to 15% in the same
period, according to a recent survey. The study also corrobo-
rated reports that BNPL drove increased revenue for merchants,
as more than one-quarter of users said they would have bought
less or not made a purchase at all were it not for the availabil-

ity of a BNPL option.

37%

Portion of BNPL shoppers
who carry a credit balance
who plan to increase

their use of BNPL

30%

Share of BNPL shoppers
who typically pay off their
credit card bills who plan to
increase their use of BNPL

© 2022 PYMNTS All Rights Reserved
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PYMNTS Intelligence

The Advantages And
Challenges Of BNPL
For Merchants

BNPL has taken the retail world by storm, thanks in large
part to its impressive array of benefits for merchants and
enhanced customer experiences. PYMNTS research found
that in 2021, 13.5% of consumers used BNPL services within
the prior year, and another 44.7% know that it is an option
even if they have not personally partaken. Nearly two-
thirds of consumers say they are more likely to shop at
stores that offer BNPL, and roughly two-thirds said that
BNPL allows them to make purchases more frequently.

Both of those reasons for using BNPL are excellent news for
merchants that offer it, as they directly lead to increased
ticket sizes, conversion rates and overall revenue. Some
merchants can face challenges in implementing these pro-
grams, however. The following PYMNTS Intelligence digs
deep into the benefits of BNPL for merchants and how
they can overcome implementation obstacles.

© 2022 PYMNTS All Rights Reserved © 2022 PYMNTS All Rights Reserved
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PYMNTS Intelligence

Merchants enjoy increased revenue from
offering BNPL in different ways.

Businesses that leverage o o
BNPL can raise revenue, 2/1%

*, ..\ Portion of BNPL-offering merchants that
brand awareness and reported increased conversion rates

customer loyalty. o
Increased conversion rates are one of the most immediately evi- 47 /o

dent benefits, since customers who leverage BNPL are much more Share of merchants that reported

likely to complete a purchase than those who do not. Fifty-seven increased ticket sizes after offering BNPL
percent of merchants offering BNPL said they improved conver-
sion, countering one of the most common struggles eTailers face

in that most shoppers abandon their carts before checkout. BNPL is also valuable for attracting repeat customers. PYMNTS

research found that there is a strong likelihood that custom-
Retailers also report quantifiable benefits in the form of ers who leverage BNPL will use it again and look more fondly
increased brand awareness, with 53% of merchants saying that upon merchants offering it as an option. Sixty-six percent of
BNPL providers exposed their brand to new customers. Forty- millennial consumers said they have a positive view of luxury
seven percent of merchants have also reported an increase in and specialty retailers that offer BNPL, and 58% say they are
average order value, which, combined with the improved conver- more likely to patronize the store again to leverage BNPL pay-
sion rates, leads to a hefty overall increase in revenue. ment options.
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PYMNTS Intelligence Legacy BNPL schemes
increase the risk of
merchant-shopper
disintermediation.

Some merchants fear that using BNPL could potentially drive
shoppers away from their website directly to the BNPL pro-
vider’s platform if they find it a more convenient experience
when using these payment plans. This disintermediation pro-
cess could potentially result in lost revenue as customers are
not exposed to the rest of the merchant’s products and reduce
their cart sizes.

Other merchants report that BNPL had complicated their return
policies and disincentivized customers from leveraging the
platform due to this added effort. Most cases involved the con-
sumer contacting the merchant as well as the loan provider
and continuing to make payments on the item until the return
is fully processed. This, in turn, makes customers less likely to
purchase items such as clothing that have a high probability of
needing to be returned.

Solving these problems will require BNPL providers to simplify
return protocols and reduce fees to further encourage the plat-
forms’ use among merchants.
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Chart Of The Month

BNPL Can Help
Merchants Persuade
Competitors’ Clients

Merchants gain increased sales and ticket sizes from
offering BNPL, and they can also potentially poach
customers from competitors thanks to this imple-
mentation. Consumers shopping from a wide range
of different retail fields are willing to switch mer-
chants if it means using BNPL, with the highest
willingness coming from luxury and specialty stores
and the lowest coming from big-box stores.
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Share of consumers likely to switch to merchants that accept BNPL ==

Big box stores
16.0% NN

18.8%

34.7% I

Department stores
23.7% I

21.9%

45.6% I

Luxury and specialty stores
39.6% I

15.2%

54.8% I——

Local businesses
20.9% G

16.8%

37.6% I

Source: PYMNTS
BNPL And The In-Store Opportunity, February 2022
N = 2,025: U.S. consumers, fielded Nov. 23, 2022 — Nov. 24, 2022

B Very or extremely likely
Somewhat likely
H Total
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Insider POV

Learn H ow Bou nd less An intervieV\.l wit.h Xia}o Wang., co-founder
Drives Financial and CEO of immigration services startup and

Splitit partner Boundless, about how BNPL

InClUSion With B N PL helps the companies that implement it.

There are few groups that face more challenges in the U.S. than
recent immigrants and those who wish to immigrate, especially
when it comes to affording necessary services to support their
efforts. Not only are these people more likely to be poorer than
the average natural-born citizen, but they must also contend
with the added expenses of navigating the complex immigration
system for themselves or their family members.

There are so many “There are a lot of barriers that keep someone from starting to
immigrant fami[ies that live their life in the U.S., and a big part of that is being able to

are basically jUSt Waiting save up enough money to even get started on this process. Buy

now, pay later allows us to lower that barrier for families.”

and saving up money to
start the [immigration]
process. Buy now, pay more likely to complete purchases and in much higher quantities

Offering BNPL can benefit the business that implements it just
as much as it benefits their customers. Customers are much

when they can divide the cost over multiple smaller payments,
which drives up the company’s revenue.

later helps lower that
financial barrier.

BOUNDLESS
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Insider POV
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“[BNPL] both increases conversion rates [from] people who are going
to purchase now instead of waiting, and it also increases customer
satisfaction because we’re able to offer a benefit that customers
can’t achieve anywhere else.”

BNPL could potentially drive further revenue in the future as it
enables more customers to make purchases they otherwise could
not make. Removing institutional barriers to lending for underserved
populations like immigrants makes good business sense — and not
just for those that serve immigrants directly. Improving financial
inclusion can drive revenue across the board.

“The U.S. financial system is inherently flawed against a number of
different types of populations of which immigrants are one of them.
But buy now, pay later providers have enabled customers that are
limited by traditional agency credit scores. What I’m really hopeful
for is the proliferation of new ways to better understand the credit
worthiness of a broader swath of the population, especially ones
that have been disadvantaged previously.”

© 2022 PYMNTS All Rights Reserved
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Companies To Watch

Visa Expands Its
Worldwide Reach

VISA

BNPL is expanding in popularity around the globe, and Visa is
aiming to be at the forefront. The company recently announced
several collaborations with some of the largest retailers in
Canada to enable BNPL, including Canada Computers, Simons,
Soft Moc and Trevi. These partnerships add to Visa’s expan-
sive global portfolio, including implementations in Australia,
Malaysia, Russia and the U.S. The credit card giant is expected
to be at the forefront when the BNPL market hits its projected
$1 trillion in market size by 2030.
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What’s Next

e The demand may be high, but the economic
reality is that legacy BNPLs are tightening
underwriting, making it harder for less

B N P L Is Th e established consumers to make purchases.

At Splitit, we’re hearing from merchants who
M M are seeing declining approval rates and are
H O ll d ay Seaso n G Ift looking for a service like ours that provides
a cash management tool for consumers
FO r M e rC h ants traditionally neglected by BNPL. These

shoppers don’t want to open a new account

or apply for store credit but would rather use

: : : : their existing credit smarter.
The holiday season is the busiest time of the year for

retailers as customers flood into stores and visit eTail-
ers to score seasonal deals. BNPL is expected to be in
high demand during the 2022 holiday shopping season,
according to a recent study. Four in 10 consumers plan
to use BNPL to pay for holiday gifts, a massive opportu-
nity for both BNPL providers and retailers to see increased
sales and ticket sizes. This figure jumps to nearly five in 10
among millennial and Gen Z shoppers, which traditionally
are much more open to innovative payment plans such as COLT McCUTCHEON
BNPL than their older counterparts. Chief Revenue Officer

Psplitit
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About

PYMNTS pvmnTS is where the best minds and the best content meet
on the web to learn about “What’s Next” in payments and
commerce. Our interactive platform is reinventing the way
in which companies in payments share relevant information
about the initiatives that shape the future of this dynamic
sector and make news. Our data and analytics team includes
economists, data scientists and industry analysts who work
with companies to measure and quantify the innovation that
is at the cutting edge of this new world.

.Splitit Splitit powers the next generation of BNPL through its mer-
chant-branded Installments as a Service platform. Splitit is
solving the challenges business face with legacy BNPL while
unlocking BNPL at the point of sale for card networks, issu-
ers and acquirers, all through a single network API.

Splitit’s Installments as a Service platform mitigates issues
with legacy BNPL, such as the declining conversion funnel,
clutter at the checkout and a lack of control of the mer-
chant’s customer experience, while also putting the power
back in the hands of merchants to nurture and retain cus-
tomers, drive conversion and increase average order value.
Splitit’s white-label BNPL solution is the easiest installment
option for merchants to adopt, integrate and operate while
delivering an uncluttered, simplified experience embedded
into their existing purchase flows. With no applications, redi-
rects or new loans, Splitit is one of the most responsible
installment payment options for customers.

We are interested in your feedback on this report. If you have ques-
tions or comments, or if you would like to subscribe to this report,
please email us at feedback@pymnts.com.
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Disclaimer

The Buy Now, Pay Later Tracker® Series may be updated periodically. While reasonable efforts
are made to keep the content accurate and up to date, PYMNTS MAKES NO REPRESENTA-
TIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS,
ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR RESULTS
THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT
WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS”
AND ON AN ‘AS AVAILABLE” BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE CON-
TENT IS AT YOUR SOLE RISK. PYMNTS SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN
THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD TO THE
CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT
ALLOW THE EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLU-
SIONS DO NOT APPLY. PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD
IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE
CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL
NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR
DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR
RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE,
TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS HAS BEEN AD-
VISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY
FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE
LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY
PYMNTS AND ITS PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND
SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES,
AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS is the prop-
erty of PYMNTS and cannot be reproduced without its prior written permission.

The Buy Now, Pay Later Tracker® Series is a registered trademark of What's Next Media & Ana-
lytics, LLC ("PYMNTS”).
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