The Mobile Wallet Challenge: Replacing
Physical With Digital, a PYMNTS and
ACI| Worldwide collaboration, examines
consumers’ growing interest in using
mobile wallets beyond making purchases
in-store at the physical point of sale. We
surveyed 2,059 consumers between Aug.
18, 2022, and Aug. 25, 2022, to explore
their comfort level and interest in using
mobile wallets to manage their finances

and store sensitive personal information.
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INTRODUCTION .

ith practically all adult consumers carrying some type of

smartphone, digital wallets are an increasingly viable alter-

native payment method at the point of sale (POS) and online.

They have also become a convenient way to store loyalty and
rewards cards, transportation and event tickets, and even driver’s licenses
in a handful of states across the country.

Digital wallets, the backbone behind mobile device payouts, provide secure
access to consumers’ stored credit or debit card information for each
transaction. With biometrics and tokenization, digital wallets remove friction
when paying bills online, such as the possibility of entering incorrect pay-
ment information, while also preventing unauthorized access to personal
and financial information.

These security features may help explain why 85% more consumers use
mobile wallets to pay bills than to make in-store purchases. Nonetheless,
that could change as government agencies and travel and leisure compa-
nies continue to adopt technology to access identification cards and tickets
stored in digital wallets. Carrying a physical wallet may well become less
of a necessity.

The Mobile Wallet Challenge: Replacing Physical With Digital, a PYMNTS
and ACI Worldwide collaboration, examines consumers’ growing interest
in using mobile wallets instead of physical wallets for making purchases
in-store at the physical POS. We surveyed 2,059 consumers between Aug.
18, 2022, and Aug. 25, 2022, to explore their comfort level and interest in
using mobile wallets to manage their finances and store sensitive personal
information.
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More than half of Generation Z consumers say that
their mobile wallets can replace most of what they
have in their physical wallets. Younger generations
use mobile wallets more than older generations.

Two in five consumers believe mobile wallets can
replace all items traditionally stored in physical wallets.
Younger consumers are more likely to view a mobile
wallet as a physical wallet replacement, as 51% of Gen
Z consumers believe mobile wallets can supplant
most or all physical wallet features. Older generations
also see potential use cases for mobile wallets: 84%
of baby boomers and seniors and 87% of Generation
X consumers believe that mobile wallets can supplant
at least some parts of a physical wallet.
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PYWNTS

Mobile wallets pay the bills: 85% more consum-
ers use mobile wallets to pay bills than to pay
merchants through QR codes and NFC tap to pay.
Millennials are the most likely to do so.

While 49% of consumers have used their mobile wal-
let to pay bills in the last 12 months, just 27% used
a mobile wallet to pay merchants with QR codes or
near-field communication (NFC) tap to pay. On average,
consumers paid at least three to four bills using their
mobile wallets in the last 12 months. Mobile phone
bills are the bills most frequently paid via mobile
wallet, with 44% of consumers having done so. Other
bills consumers commonly paid using a mobile wallet
include credit card bills, with 42% of consumers using
a mobile wallet to pay; home internet bills, with 35%
paying these via a mobile wallet; and utility bills, with
33% paying via mobile wallet.

/\Cl Worldwide

Physical wallets might be getting lighter as con-
sumers find mobile wallets a more convenient way
to store payment cards, ID cards and event tickets.
Physical wallets are still the go-to wallet for in-store
purchases, however.

PYMNTS’ research finds that slightly more than half
of consumers have stored debit or credit card infor-
mation from either a physical or virtual card in their
mobile wallets. Millennials are approximately 2.5 times
more likely to do so than baby boomers and seniors.
In addition, 44% of millennials have used QR or NFC
technologies in-store, making them the generation
most likely to do so. Consumers have also stored at
least three different types of ID cards, event tickets or
virtual keys in a mobile wallet on average, with mil-
lennials again leading the charge.
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A VIABLE
ALTERNATIVE

YMNTS’ research finds that two in five consumers believe

mobile wallets can replace all parts of a physical wallet, Mobile wallets” perceived utility

with younger consumers more I kety to have this view. ‘?Vf;aur:tgfg;rg\:ﬂgzziso?lgreemg with select feelings about the future of mobile

Sample Bridge millennials

: . . % I 3% I
While 51% of Gen Z consumers believe mobile wallets can supplant s o3

. . 5% I 2% I
most or all features of a physical wallet, just 27% of baby boomers or e ™ Villennials

seniors agree. Older generations, however, recognize mobile wallets’ Baby boomers and seniors 44.4% I
26.6% I 42.3%

potential: 84% of baby boomers and seniors and 87% of Gen X con- 57.1% 13.3% -

16.4% I
. . Generation Z
sumers believe that mobile wallets can supplant at least some parts Generation X 511,

of a physical wallet. 28.5% "8 5% mm

13.5% I
Our data also finds a ge nerational divide in how m any mao bile wallet H Mobile wallets can replace most or all of the features of physical wallets. Source: PYMNTS

. . Mobile wallets can replace some of the features of physical wallets.
features consumers actually use. As much as 90% of millennials and B Mobile wallets can replace none of the features of physical wallets.
89% of Gen Z consumers have used at least one mobile wallet feature,
yet millennials tend to use more — eight on average — while Gen Z

consumers average six to seven.
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Gen X consumers are more likely to have used a mobile wallet than
baby boomers and seniors. While 78% of Gen X have used at least one
mobile wallet feature, just 49% of baby boomers and seniors have
done so. Gen X consumers use five to six mobile wallet features on
average, while baby boomers and seniors average two to three.

Security is a key driver of consumers’ comfort with using mobile wal-
lets. Fifty-eight percent of consumers find mobile wallets as secure
or more secure than physical wallets. Younger generations are more
likely to feel this way than older generations: 62% of millennials and
75% of Gen Z consumers view mobile wallets as secure or more
secure than physical wallets, while just 43% of baby boomers and
seniors feel the same.

Mobile wallet features’ use
Share of consumers who have used at least one feature, by generation

Sample Bridge millennials
73.3% 88.8% I
Millennials
Baby boomers and seniors 89.6% II—
49.5% I .
Generation Z
Generation X 89.3% I

77.9% I——

PYMNTS

Source: PYMNTS
The Mobile Wallet Challenge: Replacing Physical With Digital, January 2023

N = 2,425: Whole sample, fielded Aug. 18, 2022 — Aug. 25, 2022
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Mobile wallet features’ use
Average number of features consumers currently use, by generation

Sample 7.9 Bridge millennials

2.5 Baby boomers and seniors

5.8 Generation X

Source: PYMNTS
The Mobile Wallet Challenge: Replacing Physical With Digital, January 2023

N = 2,425: Whole sample, fielded Aug. 18, 2022 — Aug. 25, 2022

Consumer confidence in digital wallets

Share of consumers who agree with select statements regarding the safety
of using mobile wallets instead of physical wallets, by generation

Sample Bridge millennials
27.4% I 35.9% I
30.4% 27.3%
42.2% I 36.7% I
Millennials
Baby boomers and seniors 35.2% I
16.9% I 27.2%
25.8% 37.6% I
57.3% I .
Generation Z
Generation X 311% I
26.8% I 44.3%
31.9% 24.6% I
41.3% I
B Using a mobile wallet is safer than using a physical wallet. Source: PYMNTS
Using a mobile wallet is just as safe as using a physical wallet. The Mobile Wallet Challenge: Replacing
H Using a mobile wallet is less safe than using a physical wallet. Physical With Digital, January 2023

N = 2,059: Complete responses, fielded
Aug. 18, 2022 — Aug. 25, 2022
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BILL PAY

CONVENIENCE

afety and security are not the only factors affecting consumer

usage of mobile wallets. Consumers are also driven to use

mobile wallets due to the speed and convenience of paying

their bills. Bill pay leads all mobile wallet features, with 85%
more consumers using mobile wallets to pay bills than make in-store
purchases. PYMNTS’ data shows that overall, 49% of consumers have
used their mobile wallet to pay bills in the last 12 months, with mil-
lennials the most likely to do so, at 68%.

On average, consumers have paid at least three to four bills using
their mobile wallets in the past year. Mobile phone bills are the most
popular bill consumers pay via mobile wallet, as 44% of consumers
have done so. Other bills consumers commonly pay using a mobile
wallet include credit card bills, with 42% of consumers using a mobile
wallet to pay; home internet bills, with 35% paying these via a mobile
wallet; and utility bills, with 33% paying via mobile wallet.

Bill pay convenience | 10

Meanwhile, 45% of consumers overall have used mobile apps to pay
bills, a slightly lower share than the portion of consumers who have
used their mobile wallets for the same reason. Interest in these options
can go hand in hand: 59% of consumers who have used their mobile
wallets to pay bills have also used a mobile app for bill pay, while just
24% who have not used their mobile wallets to pay bills have used a
mobile app instead.
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Popular mobile wallet features
Share of consumers who have used select mobile wallet features

PAYMENTS

Pay bills
49.3% I

Transfer to and from bank accounts
49.2% I

Send person-to-person payments
46.2% I

Manage transactions
46.1% I

Split bills or payments
28.1% I

Pay merchants through QR code or NFC tap
to pay
26.6% I

Source: PYMNTS

The Digital Wallet Mandate: Secure Bill Pay Beyond The In-Store
Point Of Sale, November 2022

N = 2,425: Whole sample, fielded

Aug. 18, 2022 — Aug. 25, 2022
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STORE SENSITIVE INFORMATION

Store physical debit or credit card
46.8% I

Store virtual debit or credit card
40.5% I

Store any ID card, ticket, boarding pass or
virtual key
33.4% I

PERSONAL LIFE MANAGEMENT

Receive push notifications
431% I

Track and manage rewards and discounts
37.8% I

Manage supplies
33.8% I

Manage household
27.5% I

Use analytics-based dashboards to check data
21.7% I

Use chatbot
18.3% I

Bill pay convenience

Bills that get paid via mobile wallets

Share of consumers who used a mobile wallet to pay select bills

Mobile phones
44.2% I

Credit cards
42.0% I

Home internet
34.8% I

Utility services
33.3% I

Subscription-based services
311% I

Cable TV (including bundles)
281% I

Insurance premiums
21.0% I

Auto loans
20.4% I

Rent
17.4% I

Healthcare services
15.5% I

Mortgage payments
12.8% I

Taxes
12.0% I

Cloud services
11.8% I

Consumer loans
9.1% I

Alarm or security services
8.7% N

Governmental services
7.5%

College or university tuition
7.4% I

Source: PYMNTS

The Mobile Wallet Challenge: Replacing Physical With Digital,
January 2023

N = 1193: Respondents who use mobile wallets to pay bills,
fielded Aug. 18, 2022 — Aug. 25, 2022
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MAXIMIZING
CONVENIENCE

onsumers also see mobile wallets as a convenient way
to store credentials — not just payment cards but also
identification and insurance cards, travel passes and event
tickets. This can make carrying a physical wallet increasingly
unnecessary, especially as digital wallet support increases at retailers,
restaurants, government agencies and travel and leisure providers.

Overall, 54% of consumers have stored debit or credit card information
from either a physical or virtual card in their mobile wallets, enabling
them to transact both online and in-store. Again, there are generational
differences in how consumers use these mobile wallet features.

Maximizing convenience

Millennials are approximately 2.5 times more likely than baby boomers
and seniors to store debit or credit card information in their mobile
wallets: 74% of millennials said they do so, and just 30% of baby
boomers and seniors said the same.

While consumers are increasing their use of mobile wallets to make
online purchases, just 27% use them to pay merchants with QR or
NFC tap to pay. Forty-four percent of millennials have used QR or NFC
technologies, making them the generation most likely to do so. Less

than one-third of Gen X and Gen Z have used this feature, as have a
mere 8% of baby boomers and seniors.
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Generational differences in the use of mobile wallet features
Share of consumers who use select mobile wallet features, by generation
- & > o ®

Baby boomers and seniors Generation X Bridge millennials Millennials Generation Z
 Store debit or credit cards 30.0% 56.0% 72.4% 73.7% 69.3%
+ Pay bills 29.1% 55.0% 66.4% 67.8% 477%
« Transfer to and from bank accounts 28.4% 52.5% 63.9% 65.1% 60.7%
* Send person-to-person payments 22.8% 49.9% 63.0% 64.8% 56.9%
* Manage transactions 22.8% 49.3% 63.1% 65.6% 55.3%
» Split bills or payments 9.8% 27.9% 42.0% 44.9% 37.7%
» Pay merchants through QR code or NFC tap to pay 81% 28.7% 44.0% 441% 30.6%
» Store any ID card, ticket, boarding pass or virtual key 14.0% 34.0% 49.0% 50.5% 43.5%
» Receive push notifications 17.5% 46.0% 61.7% 62.8% 59.1%
» Track and manage rewards and discounts 191% 41.5% 53.9% 54.2% 41.3%
* Manage supplies 13.9% 35.0% 50.4% 51.6% 42.8%
* Manage household 9.1% 28.9% 45.0% 44.9% 33.0%
* Use analytics-based dashboards to check data 7.2% 20.7% 34.7% 37.4% 25.5%
* Use a chatbot 4.2% 18.6% 30.9% 32.2% 22.2%

Source: PYMNTS

The Mobile Wallet Challenge: Replacing Physical With Digital, January 2023

N =2,425: W

hole sample, fielded Aug. 18, 2022 — Aug. 25, 2022

PYMNTS J\CI Worldwide © 2023 PYMNTS All Rights Reserved
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PYMNTS’s data also finds that although 33% of consumers have stored
ID cards and event tickets in their mobile wallets, 51% of millennials
have done so, leading all generations.

On average, consumers have stored at least three different types of ID
cards, event tickets or virtual keys in a mobile wallet. All generations
have stored three on average, except millennials, who averaged four
cards, leading the pack again.

All consumers are most likely to store event tickets and airline board-
ing passes in their digital wallets, followed by health insurance and
identification cards. Millennials tend to store health insurance cards,
with 47% having done so; auto insurance cards, 41%; and identification
cards, 40%. Baby boomers and seniors and Gen X consumers are the
most likely to store travel tickets at 48% and 45%, respectively. Four
in 10 consumers of all generations except Gen Z store event tickets.

Maximizing convenience

How consumers use mobile wallets to store documents
Share of consumers who have stored select documents in a mobile wallet

Event ticket
42.2% I

Airline boarding pass
401% I

Health insurance card
38.5% I

Identification documents
37.3% I

Vaccine card
36.4% I

Auto insurance card
35.8% I

Employee, student or resident access badge
19.3% I

s o

-~

DIGITAL WALLET .

——0
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Bus or other public transit pass
18.5% N

Hotel key card
17.5% I

House or car key/fob
14.9% I

Hunting, fishing, park or other recreational
pass or permit
14.7% I

Train ticket
14.6% I

Source: PYMNTS

The Mobile Wallet Challenge: Replacing Physical With
Digital, January 2023

N = 1,774: Respondents who use any mobile wallet feature,
fielded Aug. 18, 2022 — Aug. 25, 2022

18
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How consumers use mobile wallets to store documents

Share of consumers who stored select documents in a mobile wallet in the last 12
months, by generation

Maximizing convenience | 20

£

Baby boomers and seniors Generation X Bridge millennials Millennials Generation Z

* Event ticket 41.6% 48.6% 441% 42.3% 31.7%
* Airline boarding pass 48.4% 45.4% 36.8% 36.5% 33.6%
* Health insurance card 31.6% 371% 45.6% 46.5% 25.0%
* Identification documents 36.3% 33.5% 38.1% 40.3% 36.5%
* Vaccine card 40.4% 37.5% 37.0% 38.2% 26.2%
» Auto insurance card 30.2% 39.2% 43.0% 411% 20.8%
* Employee, student or resident access badge 7.0% 18.0% 25.8% 20.7% 28.6%
» Bus or other public transit pass 10.6% 10.9% 21.0% 23.5% 247%
* Hotel key card 8.5% 14.4% 21.6% 221% 17.5%
* House or car key/fob 7.4% 12.2% 18.4% 19.1% 14.3%
* Hunting, fishing, park or other recreational pass or permit 7.9% 12.2% 20.6% 19.2% 12.5%
* Train ticket 5.4% 12.8% 18.0% 17.5% 17.6%

Source: PYMNTS

The Mobile Wallet Challenge: Replacing Physical With Digital, January 2023

J\CI Worldwide © 2023 PYMNTS All Rights Reserved
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CONCLUSION

PYWNTS

or many consumers, carrying a physical wallet is becom-
ing a thing of the past, and merchants are helping this
along by increasingly enabling contactless payments
for in-store purchases via mobile wallets. With mobile
devices becoming ubiquitous for everything from online shop-
ping to financial transactions, however, it is no surprise that
digital wallet usage for the latter has so far outpaced use as
a payment method at the POS. Government agencies and
travel and leisure providers are also supporting digital wallets
in their own way by allowing consumers to store identification

cards, travel passes and event tickets in their mobile wallets.
As opportunities to take advantage of mobile wallets’ ease of
use, convenience, better time efficiency and improved secu-
rity increase, digitally savvy consumers engaging with today’s
connected economy — especially millennials — will continue
to find mobile wallets to be an attractive, viable replacement
to the long-standing precedence of physical wallets.

/\Cl Worldwide
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METHODOLOGY

he Mobile Wallet Challenge:
Replacing Physical With Digital
is based on a census-balanced
survey of 2,059 U.S. consumers
conducted from Aug. 18, 2022, to Aug. 25,
2022. The report examines consumers’
growing interest in using mobile wallets
for more than making purchases in-store
at the physical POS and explores their
level of comfort and interest in using
mobile wallets to manage their finances
and store sensitive personal informa-
tion. Our sample was balanced to match
the U.S. adult population in a set of key
demographic variables: 52% of respon-
dents identified as female, 34% were
college-educated and 38% reported
incomes of more than $100,000 per year.

© 2023 PYMNTS All Rights Reserved
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PYMNTS 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.

ACI Worldwide is a global leader in mission-critical,
real-time payments software. Our proven, secure
and scalable software solutions enable leading
corporations, FinTechs and financial disruptors to
process and manage digital payments, power omni-
commerce payments, present and process bill
payments and manage fraud and risk. We combine
our global footprint with a local presence to drive
the real-time digital transformation of payments
and commerce.

DISCLAIMER m

The Mobile Wallet Challenge: Replacing Physical With Digital may be updated periodically. While reasonable efforts
are made to keep the content accurate and up to date, PYMNTS MAKES NO REPRESENTATIONS 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 CONTENT 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
EXCLUSIONS 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 DAM-
AGES ARISE IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF
PYMNTS HAS BEEN ADVISED 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 COM-
PANIES, 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 property of PYMNTS

and cannot be reproduced without its prior written permission.

We are interested in your feedback on this report. If you have questions or comments,

or if you would like to subscribe to this report, please email us at feedback@pymnts.com.
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