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Introduction

Fintech has always moved at a rapid pace, but the
pandemic has truly accelerated digital transformation in
the sector.

COVID-19 catalysed half a decade of change in just a
few months, with stability, geopolitics and customer
behaviour disrupted like never before. It has reset
consumer expectations, fundamentally changing the
operational environment for merchants around the
world. Alongside this, social upheaval and the ongoing
effects of climate change have all had a lasting impact
on the way we will shop and pay in 2022 and beyond.

It's for this reason, PagoNxt's leading payments experts
have collectively pooled our predictions to form the
basis of the Future of Payments Today. From fraud
protection to open finance, seamless cross border
payments to new regulation, we've aimed to cut
through the noise, informing merchants of the key
payments trends that will shape the Latin American
and European payments landscape in 2022. This is

a continuation of our commitment to always staying
ahead of the payment game, offering our partners the
latest information about payment trends and their
potential.

The Future of the payments industry
is undergoing an exciting revolution,
defined and influenced by the

trends set out in this whitepaper.
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The abundance of new
payment methods - and the
convenience, efficiency and
speed that comes with them

- is encouraging consumers to
try new ways to pay for goods
online.

Take digital payments in
Europe, where the amount
being made is estimated to
grow_70% over the coming
five years. As familiarity with
digital payments has risen,
consumers have turned to
buy-now-pay-later services,
which have proliferated in
2021, particularly among
millennial and Gen Z users
looking for convenient
budgeting tools.

Europe has also been a
pioneer in the Open Banking
race. Payments made using
Open Banking providers have
increased by 550% in little
over a yearin the UK, and

this figure is only expected

to rise. Regulations such as
PSD2 have made this possible
and are regarded as the gold-
standard in the industry.

In Europe it's
estimated to
grow

70%

over the coming
five years

Payments made
using Open Banking
providers have
increased by

550%

in little over a
year in the UK

In Latin America, mobile payments
are on the rise. With credit card
penetration remaining low,
there is a likelihood that mobile
payments will catch up and
overtake in terms of popularity.
By 2025, it's estimated that the
number of smartphones in the
region will surpass 590 million.
Couple this with ever improving
mobile coverage, user friendly
functionality and a steep rise in
e-commerce, and there's a clear
trend that innovation is driving
consumers towards frictionless
payments.

With so many local payment
preferences, merchants who sell
across borders must look to offer
much more than just credit and
debit cards in 2022.

By 2025, it's estimated
that the number of
smartphones in Latin
America will surpass

590

million



https://member.fintech.global/2021/10/25/digital-payments-to-rise-70-in-five-years-paytech/
https://truelayer.com/blog/is-open-banking-the-future-of-ecommerce-payments-4-reasons
https://www.statista.com/statistics/285611/number-of-smartphone-users-in-latin-america/

&6 Itis undeniable that the payments

-

andscape has seen an astronomical
1 adoption of the technologies

hat will
 for everything

~and anything. The retail landscape

has suffered a strike on physical and
traditional commerce avenues forcing
merchants to get creative with virtual and
augmented readlities. It's only a matter of
time before we see this mirrored across
the payments landscape. 99

Javier
San Feélix

CEO PagoNxt




Digital is key
to merchants
international
and domestic
growth
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E-commerce has truly soared
over the past 24 months. It's
estimated that the shuttered
shops and lockdowns leftin
the wake of the pandemic
accelerated the sector's global
growth by four to six years,
although this figure is now
looking conservative.

In Latin America only, 13
million people made an
online transaction for the
very first time, with the
sector growing by 36.7%

in 2020. In recognition,
many governments made
policy changes in favour

of e-commerce, leaning

on the sector to continue
driving economic growth and
recovery. Across the Atlantic,
Europe’s pre-COVID-19
global share of e-commerce
was roughly 10%, equating
to $340 billion. In 2020,
however, e-commerce grew
more than 15% in Eastern
Europe. In Western Europe,
it grew by more than 10%.
Records continue to be
broken on a regular basis.

13

million

36.7%

E-commerce is predicted to
continue this acceleration in
2022, with its first trillion-
dollar year of sales predicted.
As such, we'll continue to see

a record amount of merchants
turn towards e-commerce
platforms to reach new markets
and customers, but competition
will be fierce. In Latin America,
for instance, international
powerhouses like Amazon have
seized the opportunity, already
having doubled market share

in the region over the past few
years. Around the world, an
estimated 50% of all retailers
had planned digital makeovers
this year as the future of
shopping turns to digital.

Over the coming months,
merchants must continue to
establish their online presence
as their most important shop
window in order to remain
competitive.

50%



https://business.adobe.com/resources/digital-economy-index.html
https://www.statista.com/statistics/1198291/countries-highest-online-shopping-increase-latin-america/
https://centrobill.com/therriseofeurope
https://centrobill.com/therriseofeurope
https://centrobill.com/therriseofeurope
https://business.adobe.com/resources/digital-economy-index.html
https://business.adobe.com/resources/digital-economy-index.html
https://atalayar.com/en/content/how-covid-19-triggered-e-commerce-boom-latin-america
https://www.businessinsider.com/half-of-retailers-plan-digital-makeover-amid-e-commerce-boom-2021-1
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Ignhacio
Narvarte

General Manager,
PagoNxt Merchant
Solutions

the race to gain
talso to earn
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A renewed

focus on data-
led payments
following a surge
of new online
users




Although data has been
lauded for years as a
company's most important
and strategic asset (the new
oil to quote Ana Botin), too
few businesses are correctly
harnessing its full potential.

However, with the boom of
online sales and alternative
payment methods, this is set
to change in 2022. Digital
payments create a wealth
of data that can deepen
customer engagement

and act as a competitive
differentiator and benefit
customers with targeted,
contextual offers. In an era
when cart abandonment
remains high, building an
understanding of each
individual customer through
transaction data can help
to personalise customer
improving conversion rates.
journeys, dramatically
Transaction data in real-
time also gives retailers
unprecedented insight into

buyers, helping to maximise
profits.

The continued adoption

of ISO 20022 will further
strengthen data led payments
over the coming months and
years. The standard, which
creates a common language
for payments data across the
globe, will offer richer data,
enabling improved fraud
detection, reduced outages
and enriched analytics.

Each of these will unlock

new levels of commercial

and operational success for
merchants in 2022.

Digital payments create
a wealth of data that . *
can deepen customer
engagement and actas a
differentiator—
and benefit customers wit
targeted, contextual offers.

e
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The continued
adoption of

ISO
20022

will further
strengthen data
led payments
over the coming
months and
years
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The closure of shops led to an increase in online sales - both from those familiar
with online shopping and those who were not so used to buying online.

Unfortunately, with so many more people spending money online, attempts to
syphon it off by criminals increased. Due to the volume of payment options a
global figure is hard to calculate, although some analysts estimate attempted
fraud rose 35% above pre-pandemic levels in April 2020. Across Europe, the
scale of credit, identity and cyber-fraud amounted to over $1.83 billion in 2020.

Although these figures are stark, merchants needn't be deterred from trading
online. Payment platforms are fighting back, adding more safeguards such

as biometrics or two-factor authentication whilst maintaining a smooth and
efficient transaction journey. Emerging technologies, including machine learning
and artificial intelligence, are progressively improving at spotting anomalous
transactions and payments.

Investment in fraud prevention will continue farin 2022. In Europe, spending on
regtech specialising in financial crime will exceed $130 billion by 2025, up from
$33 billion in 2020. In Latin America, it's expected that tokenisation and address
verification systems will also play a greater role in 2022 to combat attempted
fraud.

By partnering with a trusted payments provider, merchants can mitigate the risk
of fraud, and in turn reduce customer friction and increase operational efficiency

35%
$1.83

billion



https://fintechmagazine.com/fraud-and-cybersecurity/debit-card-fraud-growing-issue-financial-services
https://buyshares.co.uk/europes-card-fraud-value-hits-1-55-billion-euros-the-uk-accounts-for-45/
https://thepaypers.com/reports/financial-crime-and-fraud-report-2021/r1248631?utm_source=reports&utm_medium=socialmedia&utm_campaign=Fincrime-report-promotion-initial-announcement-TP
https://latamlist.com/how-to-reduce-online-fraud-in-ecommerce-in-latin-america/

Sreelekha
Sankar

Head of T&O PagoNxt
Merchant Solutions -
GCerman Branch
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An increased
movement
towards
regulating
fintechs old and
new
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2 a need for fintech. Indeég, Latin America has seen

Fora long time, there-has been a lack of fin
regulation acrogs'the globegRegulators work
tirelessly to k€ep pace with infiguation, butas
emergingitechnologies enable infi@yation to scale
fasteptfan ever before, regulators aresgtruggling to
keep up.

As a result, many countries were quick to implement
an inviting and hospitable regulatory framework.
Mexico's Ley Fintech and Brazil's phase 1 Open
Banking have both attracted investment to the region,
and Peru, Argentina and Chile are soon expected

to follow with their own fintech regulations. As a

As a result, regulators take a different approach result, Latin American fintechs raised more $31.4bn

acound the world, with some letting innovation in 2020 alone - a huge figure which has already been

leath, The UK's laissez-faire approach to regulation surpassed in 2021.
is whabimade London the fintech capital of the
world. Toegntinue its reign, a broader vision will
need to be implemented going forward to avoid a
lack of direction'tm,innovation to come. Across the
pond, regulation anéhinnovation has been driven by

In Europe, regulations are being led by independent
organisations, but progress is once again spurred

on by fintechs feeling the pressure from Big Tech,
which are keen to capitalise on the payments
opportunity. This has been a key driving force behind

e demand for fintech soldions by the unbanked dite ImEplEmErEien el > b2 St Sieng dusemes
ation spur on the implememtakion of new Authentication (SCA).
ations. o

We are sure in 2022 regulators across the globe will
keep pace with innovation, finding even more ways to
encourage and inspire fintechs to build world-beating
solutions.

$31.4bn


https://techcrunch.com/2021/11/04/why-latams-fintech-boom-is-more-than-hype-and-superlative-venture-investment/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig =AQAAAKgNQG_vIy-cjbpKbkr4Y6-NmjU43FabxNZswKKudB2cb3EHGcKXpqQI83C5h5YpkSumb4Bdno4DnFdmbSOfEPd-vcH8sZdcSEMazumgtuo1EtcoIpcR65phXnB2SzKv4NUH2_pcOOLQqBPWVQSXPLFXX3

é4 In the year ahead, I'm certain we'll see more
sophisticated regulations than ever before. This
is a good thing. Regulators are usually left to
play catch up with the payments landscape due CEO PagoNxt
to a variety of different reasons but mainly due
to the disparity in funding available to regulators
compared with fast-paced fintech raising
regularly and the volume of new innovations
being uncovered. Even when they do have all the
necessaryinformation needed, frameworks can’t
be created overnight, they require an awful lot of
testing and tweaking. -

Javier
San Felix

_However, with combating financial crime
becoming ever more important we are seeing
huge developments in the way regulators
approach the dynamic payments landscape.
Just this last year we 'saw them supercharge
their focus on buy-now-pay-later services-as
soon as it became apparent that customers were
potentially vulnerable. The'digital revolution

will be hugely powerfulin enabling regulators to
keep pace with innovation. Regulation will never
drive innovation though<there is'no chicken
and egg format here - ideation will always

be disrupted by technology development and
capital. 99




The year of
open finance,
integrated
payments
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The appetite for both Open Banking and Open Finance
around the world is growing.

Despite open banking being live in Brazil for just

under one year, 60% of consumers find Open Banking
propositions appealing. In Europe, thanks to the PSD2
regulation, adoption has continued to grow with roughly
8% of digitally-enabled consumers estimated to be active
users of at least one Open Banking service.

Open Finance - said to be the next big evolution of

Open Banking - is expected to open up a wide range

of financial products and services in 2022 and beyond.
For merchants, its applications could lead to more
predictable cash flow, faster, easier and cheaper
payments - in short, a truly integrated financial footprint.
Imagine utility bills blended with payments data, which
could transform automatic switching services - enabling
you to focus squarely on maximising your business. This
will redefine what convenience means.

60%

8%

Both Open Banking and
Open Finance are integral
to driving financial inclusion
- particularly in regions
such as Latin America

with vast proportions of
unbanked individuals. It's
for this reason that 2022 is
likely to be a key year, with
merchants, fintechs and
financial institutions finally
waking up to the opportunity
that its adoption brings.



https://www.mckinsey.com/industries/financial-services/our-insights/financial-services-unchained-the-ongoing-rise-of-open-financial-data
https://www.openbanking.org.uk/insights/the-open-banking-impact-report-oct-2021/
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Similar to e-commerce, cross
border payments have boomed
in popularity over recent years.
The total value of B2B cross-
border payments is expected to
reach $35 trillion by the end of
2022, representing 30% growth
since 2020 alone.

While this remarkable growth
has been accelerated by
COVID-19 largely due to the
globalisation of e-commerce,
itis the culmination of
multiple factors including new
technologies and regulations.
New payment methods

are offering ever more cost
effective and faster solutions,
for instance, with fintechs,
digital banks, PSPs and big
tech helping to drive growth in
transactions. The strengthening
of emerging technology such
as Artificial Intelligence is
reducing manual intervention
in processing whilst mitigating
fraud risk. Finally, new
regulation - such as the Cross
Border Payment Regulation

2 which came into force in
Europe in April - is proliferating
the number of payments by
ensuring that costs remain fair
for consumers.

B . total value of B2E
», cross-border payments
expected to reach

$35

trillion

by the end of 2022

However, there are still multiple factors which
will inhibit growth. For instance, fragmented
data standards and lack of interoperability
between different jurisdictions mean that
some payments remain slow, while meeting
AML requirements or the high transaction
costs can also be off putting. Despite these,

as nations continue to trade on a global scale,
cross border payments will proliferate across
2022 and beyond.


https://www.juniperresearch.com/press/b2b-cross-border-payments-to-grow
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200408-currency-conversion-transparency-requirements-statement_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200408-currency-conversion-transparency-requirements-statement_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200408-currency-conversion-transparency-requirements-statement_en.pdf

\

66 As merchants become increasingly globalised,
cross border payments remain a key ingredient.
This is in part driven by the reality that Y,
international trade grows faster than regional : : Fernando
= and merchants have clocked onto this. Where :
e-commerce has collided with cross border

=
1T

Lardies

payments we're only set to see even greater Clobal Head One Trade,

o i A . PagoNxt Trade
innovation utilising emerging technology to

ensure the offering is as desirable as that of local
transac’ons.

PagoNxt harnesses its global market to offer
cross border services and the huge demand
we're witnessing is only increasing. Indeed, as
social commerce becomes more integrated in
our every-day lives, cross border payments will
need to rise to the challenge. As it stands the
technology is capable due to its ability to scale
quickly. Yet, as retailers become more creative
with their checkout services - such as the VR and
AR | mentioned earlier - innovators will need to
think carefully ab w these payments are
incorporated. 99 S
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2022 will be defined by businesses aiming to improve their
environmental, social and governance (ESG) credentials. In the midst

of the COVID-19, climate change and social change, the idea that
businesses need to act as corporate citizens has been accepted, but both
standards and pressure continue to grow.

This is already of high importance in Europe, which continues to lead the
world in ESG adoption; 96% of European investment respondents say
they use ESG in their decision making. In 2022, this will be a worldwide
priority after commitments were made at COP26.

Any merchant looking to improve their ESG credentials should begin by
looking at the payments process. The industry has a notable but often
overlooked carbon footprint, with both the production of plastic cards
and the energy consumption required to process electronic transactions
contributing to climate change. However, with a range of alternative
payment methods available, retailers can elect to improve their ESG
credentials by partnering with a trusted payments provider.

Alternative payment methods can also unlock vast new data sources,
which in turn can help to build environmentally friendly smart cities.
Contactless payments on public transport, for instance, can provide the
information city planners need to meet the increasing demand for public
transportation, and to reduce congestion while improving the lives of
millions of their inhabitants.

In short, the power of payments to drive ESG agendas should
not be overlooked in 2022.

I TRRTHIRAL S 2y
MRt |

ENE

96%

of European investment
respaondents say they
use ESG'in their decision

- making

In 2022, this willbe a

. worldwide priority after

commitments were
made at "

COP26

@


https://www.environmentalleader.com/2021/10/europe-leads-the-world-in-esg-investing-finds-rbc-gam-survey/

Mayra
Borges

VP Negocios,
Getnet Brazil
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There is a plethora of different ways to pay, and
consumer preference is constantly evolving.
Over the course of the past few years we've
witnessed a steady
and
. Even QR code payments made an
in many corners of society
during the pandemic.

Latin America presents one of the largest

and most untapped markets for payments
disruption in the world, largely thanks to

the number of unbanked consumers and

the logistical difficulties of hyper-local card
schemes. It's for this reason that so many
economic relief packages during the pandemic
- including Brazil's coronavoucher, Colombia’s
Ingreso Solidario, and Argentina’s Ingreso
Familiar de Emergencia — were delivered
exclusively through digital means. These
initiatives not only helped people through
lockdowns, but delivered digital financial
services to large sections of the population
who were previously unfamiliar with

or unwilling to use them.

Conversely, Europe is
saturated with digital
payment options. Yet, it does
still present huge growth
opportunities. Entrepreneurs
and developers have seized
the opportunity to create
new offerings driven by both
consumer preferences and
the PSD2 regulation. As a
result, new technologies
have emerged such as
Variable Recurring Payments.
This presents an emerging
and novel way for customers
to make payments, in

which mandates are set up
via regulated third parties
(known as Payment Initiation
Service Providers), which is
only made possible through
Open Banking.

The above illustrates how
quickly preferences change;
in 2022, these will remain
in flux. As new technologies
emerge, merchants must be
prepared to adapt and adopt
to meet the needs of each
individual customer.



https://www.pymnts.com/tracker/the-cryptocurrency-payments-opportunity-digital-payments-virtual-currencies
https://www.pymnts.com/tracker/the-cryptocurrency-payments-opportunity-digital-payments-virtual-currencies
https://www.cnbc.com/2021/12/04/buy-now-pay-later-boom-shows-no-signs-of-slowing-this-holiday-season.html
https://www.cnbc.com/2021/12/04/buy-now-pay-later-boom-shows-no-signs-of-slowing-this-holiday-season.html
https://www.juniperresearch.com/whitepapers/qr-code-payments-beyond-china-india?utm_campaign=pr1_qrcodepayments_financial_fintech_jan21&utm_source=businesswire&utm_medium=pr

Super apps EEE
proliferate
across the

world
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It's estimated that the average
adult has more than 80 apps on
their smartphone, but uses just
one tenth of these on a daily
basis.

In Asia, however, this figure is
likely to be much lower thanks
to the popularity of super
apps. These one-stop shops
offer a destination platform

for consumers and merchants,
aggregating a broad set

of services with the added
value of embedded payment
capabilities. The largest -
including WeChat, Grab and
Rappi - are already ingrained in
everyday life but still growing
in popularity.

While these apps have typically been confined to Asia,
the race is now on for the Western world to contribute
its first super app. Contenders have come and gone,
such as Uber, which has shifted its focus from
transportation to double down on food delivery and
even financial services. Other payment providers have
sought banking licences and invested in crypto trading
capabilities to add to their specialist niche.

Amid growing recognition that fragmented services
lead to poor user experience for consumers and
merchants, the race for the first super app is most
certainly set for 2022. This is only intensified by

the growing adoption of social commerce where

the buying and selling of products and services are
expected to be embedded and instant. With the likes
of PSD2 and Open Banking in Europe, the regulatory
landscape is certainly Favourable for a super app to
emerge. Western players will need to offer more than
convenience and customer-centricity, and instead
bridge consumer scepticism and mistrust of big tech.
The road ahead may be long, but the pathway is now
clear.

—

-



https://buildfire.com/app-statistics/
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Looking ahead is never easy, and has
been made all the more difficult given
the current global environment. 2022
is likely to be another tumultuous
year, but there is an emerging
certainty - accelerating to digital-first
payments has never been of greater
importance for merchants in the new
normal.

The business environment may have
changed, but our predictions are
based on underlying trends which
were emerging long before the
pandemic. What we couldn’t have
foreseen, however, is the sheer speed
in which these changes have occurred.

What this shows is that to be
successfulin 2022, merchants must
select a payments partner capable of
leveraging these new ways to pay and
reach customers. Doing so is the only
way to thrive in today's constantly
changing landscape.
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