The Next BNPL Horizon Report, r r

a PYMNTS and Amazon Web Services

(AWS) collaboration, is based on

a census-balanced survey of 2,211
U.S. consumers. The survey consisted
of 10 questions regarding consumers’ r r
use of BNPL tools and their interest r r
in using the payment option for (/ (/
high-value service purchases.

It was conducted between June 23
and June 28, 2021.
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AWS helps financial institutions manage, analyze and use machine learning
(ML) on large and real-time data sets for more efficient lending decisions. ;

BNPL providers need low cost structure, scalability and the ability to make r
decisions quickly and accurately, and they are doing so on AWS. Customers

like U.S-based Affirm use ML and alternative data sets to make underwriting

decisions on factors other than a customer's credit score. Swedish FinTech

Klarna grew from a startup to supporting 60 million customers across 170,000

merchants. Finally, Australia-based Zip developed its own data lake, enabling

the firm to deploy artificial intelligence capabilities and increase its automation )

rates for Zip Money underwriting decisions by 50 percent.
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INTRODUCTION
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TWENTY-NINE MILLION.

hat’s the number of U.S. con-
sumers who have purchased
at least one product or ser-
vice using a buy now, pay later
(BNPL) solution over the last 12 months.
The ability to pay for retail purchases in
installments over a fixed term using BNPL
solutions provides buyers with financial
predictability and certainty that their pur-
chases will be fully paid for at the end of

their term.

PYMNTS' research shows that these are
some of the most common reasons
consumers use BNPL: 61 percent of con-
sumers who use BNPL payment options
do so because the options offer con-
sumers a better way to manage their
spending on purchases through spreading

out payments over time, and 42 percent

AWS financial

services

use BNPL options so they do not have to
worry about paying interest. Others want

to avoid tying up their credit lines.

PYMNTS' research also shows that con-
sumers’ interest in using this alternative
payment option expands far beyond its
roots in retail. As many as 111 million
U.S. consumers want to use BNPL plans
for purchasing high-value products and
services, including airline tickets, out-
of-pocket medical expenses and home

remodeling.

The question then becomes: How must
BNPL solution providers adapt their
offerings to incorporate all the features
consumers like about BNPL and expand
its utility beyond a plan to pay in three
or four monthly installments for clothing,

accessories and beauty products?

These are some of the key questions that
PYMNTS, in collaboration with Amazon
Web Services, set out to answer in The
Next BNPL Horizon Report: Expanding
Access To High-Value Services. We sur-
veyed a national, census-balanced panel
of 2,211 consumers about their usage of
BNPL options to make product and ser-
vice purchases and their interest in using
such options to make high-value service
purchases to find out which services they
would be most interested in purchasing
via BNPL and discover the types of BNPL
features merchants can provide to tap

into this latent demand and drive sales.

This is what we learned.
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43 0/ of the U.S. adult population,
0 some 111 million consumers, say they
are interested in using BNPL solutions to pay for

big-ticket service purchases. Travel, remodeling and
medical expenses top the list.

PYMNTS' research shows a massive potential market for consum-
ers who want to use BNPL options to purchase big-ticket services
including travel, home remodeling and medical procedures, to
name a few. Although 43 percent of consumers say they would like
to use BNPL options to pay for at least one of the six types of high-
value service we studied, another 11 percent would like to use BNPL
to pay for each of them, including tuition and training, prescription
drugs and meals at expensive restaurants. In total, as many as 111
million people across the U.S. would like to pay for at least one of
these big-ticket items using a BNPL option.

Vacation is at the very top of consumers’ BNPL wish lists, with
28 percent of all consumers saying they are “very” or “extremely”
interested in making vacation- and travel-related BNPL purchases.
Twenty-seven percent express the same level of interest in using
BNPL for out-of-pocket medical procedures, and 26 percent would
like to use BNPL options to fund the remodeling of their homes.
While consumers are least likely to use BNPL for luxury dining,
there are still 19 percent who would use BNPL options at luxury

restaurants.
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Introduction

BNPL has increased the capacity to spend for consumers
living paycheck to paycheck. The predictability of BNPL
payments makes consumers more comfortable increasing
their spending without overspending.

The predictable payment plans offered by BNPL providers resonate
with consumers. These BNPL options are especially popular among
the 140 million U.S. consumers who are on tight monthly budgets and
say they live paycheck to paycheck. Seven million of those consumers
— 11 percent of the paycheck-to-paycheck population who also say
they struggle to pay their monthly bills — have made at least one pur-
chase using BNPL in the past year, as have 14 percent of those who live

paycheck to paycheck but say they can meet their monthly expenses.

Using BNPL is appealing to these consumers for several reasons. First,
it provides a more systematic and predictable way of paying for those
purchases over a fixed period of time — 61 percent of BNPL users point
to that feature as the reason they use it.

Second, that predictability provides those consumers with more pur-
chasing power and a greater sense of security in increasing their capacity
to spend. This predictability makes consumers more comfortable
increasing their spending without overspending. Paycheck-to-
paycheck consumers who struggle to pay monthly bills say they are
more comfortable spending as much as $1,000 on a product or service
using a BNPL option.

o7
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Eighty-three percent of consumers who would like to use

a BNPL option to make big-ticket service purchases say
they see it as a practical alternative to using personal loans
and credit cards for those purchases.

Forty-one percent of consumers who are interested in BNPL options for
making big-ticket purchases consider them to be better alternatives than
personal loans. More than a quarter (26 percent) would like to use BNPL
options to avoid locking up their credit lines for expensive purchases,
especially for purchases that may not be fulfilled until some point in the
future, such as travel. Twenty-two percent see BNPL as the only viable
way of making high-value purchases since they have no other credit alter-

native.

Signaling that purchases can be made in installments
on product pages drives consumer awareness and use.
More than half of consumers learn about BNPL options
on retailer product page.

Fifty-seven percent of consumers who have used BNPL as a credit alter-
native in the last year learned about the option because it was offered
on the product page as part of the consideration in making a purchase,
not as a way to pay for what they already had purchased at checkout.
That makes product pages the most commmon place where consumers
discover BNPL.

This is true especially for millennial and Gen X consumers. Fifty-seven
percent of millennial BNPL buyers and 62 percent of Gen X BNPL buyers
discovered BNPL while browsing the product pages on retailers’ websites,

making them the most likely of all to have done so.

Online advertisements are the second-most common way consumers
learn about BNPL options, with 31 percent of consumers learning about

such options this way last year.

BNPL as a credit alternative puts the retailer store card
model at risk. Three times as many consumers would use
third-party BNPL options as those who would use BNPL
options offered directly by merchants.

Consumers often say they are more willing to make BNPL pur-
chases enabled by third-party providers, rather than merchants.
Fifty-nine percent of all consumers — roughly 153 million people in
the U.S. — say they would use BNPL options offered by third-party
providers, compared to just 20 percent who would purchase via

BNPL if it were offered by the merchants themselves.

More consumers say they would use BNPL options offered by banks
than from any other third-party provider. Twenty-seven percent of
consumers would be willing to use BNPL options offered by their
banks, and 23 percent would be willing to use BNPL options offered
by a third-party provider that specializes in BNPL service, such as
Afterpay, Affirm or Sezzle. Also, 13 percent of consumers say they
would be willing to use BNPL options offered by a global technology

firm such as Amazon, Google or Apple.

Consumers are willing to trade personal information for bet-
ter terms. Twenty-one percent of consumers would be “very” or

2

“extremely” interested in providing their transactional histories if
it meant obtaining more favorable BNPL terms. This could mean
being able to pay for purchases over longer periods of time, pay-
ing more installments but less money per installment. Interest in
sharing personal data in exchange for more favorable terms is even
higher among consumers who already use BNPL, as 52 percent of

them say they would be willing to do so.

© 2021 PYMNTS.com All Rights Reserved
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Sizing up the BNPL market | 11

onsumers in the U.S,, particularly those living paycheck to paycheck, have

= - a growing appetite for BNPL options. Fourteen percent of consumers who
I Z I n g u p live paycheck to paycheck but do not struggle to pay their bills have made

at least one product or service purchase using BNPL options in the past

) year, as have 11 percent of consumers who live paycheck to paycheck and struggle to
< } pay their monthly expenses. Of the entire U.S. population, slightly more than 11 percent

have made purchases using BNPL plans.

mMarket

FIGURE 1:

Percent of consumers who have used BNPL
in the past 12 months

Share who have used BNPL to pay for products
or services in the last year, by demographic 1 O
Total sample o
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13.6% I
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11.5% I

Source: PYMNTS | Amazol
The Next BNPL
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FIGURE 2:

Percent of consumers who have used BNPL
in the past 12 months

Share who have used BNPL to pay for products
or services in the last year, by demographic

Male
9.7% I

Female
12.3% I

Generation Z
11.6% I

Millennials
15.9% I

Bridge millennials*
15.5% I

Generation X
13.6% I

Baby boomers and seniors
5.3% Il

College degree or higher
13.5% I

No college degree
9.9% I

Source: PYMNTS | Amazon Wek
The Next BNPL Horiz

*The bridge millennial cohort (defined as those born between 1978 to 1988)
is an overlapping of two neighboring generations, millennials and Generation
X. Members of this group experienced the internet at a young age and are old

enough to be in their prime earning and spending years.
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Millennials and bridge millennials are
the most enthusiastic about using BNPL
plans, as they are the two age groups
most likely to be living paycheck to pay-
check. Sixteen percent of both millennials
and bridge millennials have made at least
one BNPL purchase in the past year. No
other generation comes close except for
Gen X, 14 percent of whom have made at

least one BNPL purchase in the past year.

Certain retail purchases are especially
popular for BNPL options. These include
clothing and accessories, electronics and
appliances, and health and beauty prod-
ucts, among others. Forty-four percent of
consumers who have used BNPL at least
once in the past year say they used it to
purchase clothing or accessories, and 42
percent say they have used BNPL options
to buy electronics and appliances. Our
research also shows that 31 percent of
BNPL buyers have used BNPL to make at
least one health and beauty product pur-

chase in the past year.

44.3%

A.7%

30.9%

29.5%

19.5%

18.8%

18.1%

17.4%

16.7%

16.6%

12.5%

6.5%

FIGURE 3:

Most popular products and services
for which consumers use BNPL options
to purchase

Share of BNPL users who have used BNPL to

buy select items in the past 12 months

Clothing and accessories

Electronics and appliances

Health and beauty products

Home furnishings

Medical expenses

Sporting goods

Hobby supplies

Travel and vacation services

Construction and garden supplies

Groceries

Luxury dining experinces

Other

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Repor

Sizing up the BNPL market

%
6%
OF MILLENNIALS
HAVE MADE AT
LEAST ONE BNPL

PURCHASE IN
THE PAST YEAR.

Our research also shows that many
consumers are using BNPL options to
make high-value and luxury purchases,
whether for medical expenses, travel and
vacation-related purchases or meals at
expensive restaurants. Twenty percent of
the past year’s BNPL buyers have used
BNPL options to help pay outstanding
medical expenses, and 17 percent used
them to pay travel and vacation expenses.
Meals at expensive restaurants are the
least common type of purchase made via
BNPL in the U.S,; still, 13 percent of BNPL
users (4 million) paid for meals at expen-

sive restaurants with BNPL.

13
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Big
spenders,
NOW and later

FIGURE 4:

Reasons shoppers use BNPL options to buy
retail products and services

Share of BNPL consumers who use BNPL to
make retail purchases for select reasons

Allow spreading out of payments over time
60.9% I

Easy to use
54.6% I

Have had good experiences using BNPL
46.8% I

Purchase without interest or fees
42.0% I

Help budgeting monthly expenses
39.1% I

Unable to afford without BNPL
27.9% I

Improve credit score
26.5% I

Prefer having a finite end to payment terms*
24.8% I

Prefer to not tie up credit line
24.3% I

Not enough available credit on cards
171% I

Lower chance of fraud
13.0% I

Merchant's only non-card option available
11.8% I

Other
0.4% |

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

Big spenders, now and later

any of the consumers

who use BNPL see it as

an effective way to man-

age their budgets, enabling
them to make purchases without hav-
ing to worry about spending too much of
their personal savings or paying interest
on their purchases. Sixty-one percent of
BNPL users report using a payment plan
option because it allows them to spread
their payments over time, for example.
We also found that 42 percent use BNPL
because it means they do not need to pay
interest on their purchases, as they might
with credit cards, and 39 percent use
it because it helps them manage their

monthly expenses.

Many BNPL users see it as a viable option
forboosting their spending power. Twenty-
eight percent of BNPL users say they
would not have been able to afford the
retail products and services they pur-
chased without the payment flexibility
that BNPL options provide them, and 17
percent did not have enough credit to
purchase those items at the time without
BNPL.

*Respondents' full answer to the question of why they would want to use
BNPL options to buy high-value services read as follows: ' I like knowing that |
will have paid for the purchase at the end of the payment term.

15
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Another common reason for using BNPL options cited by nearly a quarter of consumers Even consumers who feel they live paycheck to paycheck — to the point where they
is that they want to avoid stretching their credit lines. struggle to cover their monthly bills — would pay more than average for retail purchases
made via BNPL. These cash-strapped consumers would be willing to spend $1,043 on a
The financial flexibility consumers say BNPL options enable can also provide the comfort ) ) ) ) _
_ ‘ . single BNPL-enabled retail purchase. This underscores how useful the option can be in
and peace of mind they need to make high-value retail purchases. The average BNPL user _ o ) _
o _ . _ . helping consumers living on a budget manage their expenses, empowering them to make
is willing to spend $961 on a single BNPL purchase, and bridge millennials and Gen X BNPL . ) .
higher-value purchases without needing to overspend.
users are willing to spend even more. The average bridge millennial BNPL user would
spend as much as $1,203, while the average Gen X BNPL user would spend as much as
$1,006 on a single BNPL-enabled purchase.
FIGURE 5:
What consumers are willing to spend on BNPL purchases
Average dollar value BNPL users will spend using BNPL options ) .
$1,286 $1,277
$1,203
$1,139
$1,043
$1,004 $1.006 $1,023
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, O o SAS
$847 $845 $855 Total sample
$961
$721
$465
Male Female Generation Z Millennials Bridge Generation X Baby boomers College degree No college More than $50K-$100K Less than Do not live Live paycheck Live paycheck
millennials and seniors or higher degree $100K $50K paycheck to to paycheck to paycheck
paycheck but comfortable with difficulty
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FIGURE 6:

Percent of consumers most interested

in using BNPL options to make high-value
service purchases

Share who would be “very” or “extremely”
interested in using BNPL options to make
high-value service purchases

Travel and vacation services
27.6% I

Out-of-pocket medical procedures
271% I

Home remodeling services
26.5% I

Education and certifications
23.0% I

Medicine and prescriptions
21.8% I

Luxury restaurants
19.1% I

All services
10.7% I

Four to five services
7.8% I

Two to three services
15.0% I

Only one service
9.5% I

None
57.0% I

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

Gauging interest, boosting purchasing power

t is easy to see how consumers’

interest in using BNPL options for

purchasing retail products and ser-

vices might extend to high-value and
luxury purchases. After all, being able to
pay in installments with no interest is one
of the biggest appeals of BNPL, making
consumers more comfortable spending
large sums over time. PYMNTS' research
shows that 43 percent of consumers want
to use BNPL options to purchase at least
one type of high-value service, whether to
remodel their homes, earn a new educa-
tional certification or for another reason.
Moreover, 11 percent of consumers want
to use BNPL to purchase every single type
of high-value service we examined in our

study.

Interest is highest among millennials and
bridge millennials, 62 percent and 59
percent of whom, respectively, say they
want to make at least one type of high-
value BNPL service purchase. These age
cohorts also are the most likely to want
to buy every single type of high-value ser-

vice we considered in our analysis.

19
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Travel and vacation-related purchases are the most common that consumers — espe-
cially millennials — want to be able to make via BNPL. Twenty-eight percent of consumers
would be “very” or “extremely” interested in using BNPL options to finance their vacations,
meaning there could be as many as 71 million would-be travelers across the U.S. who

would relish the opportunity to make BNPL-enabled travel purchases.

TABLE 1:

Percent of consumers most interested in using BNPL options to make high-value service purchases
Share who would be “very” or “extremely” interested in using BNPL options to make high-value service

purchases, by generation

A\

&

&

&

R

&

Generation Z Millennials Bridge millennials Generation X~ Baby boomers/seniors

24 or younger 25 to 40 33t043 41to 56 57 or older
e Travel and vacation services 34.8% 45.3% 8.6%
e Out-of-pocket medical procedures 33.4% 40.9% 27.8%
* Home remodeling services 26.9% 42.9% 41.3% 30.9%
e Education and certifications 39.5% 39.9% 25.7% 3.8%
* Medicine and prescriptions 227% 37.4% 36.8% 25.5% 6.9%
*  Luxury restaurants 24.3% 34.7% 33.8% 22.9% 2.7%
« All services 8.0% 12.5% 1.6%
*  Four to five services 10.4% 13.5% 12.1% 9.1% 17%
e Two to three services 17.8% 18.8% 7.5%
e Only one service 13.3% 8.5% 6.5% 10.4%

Source: PYMNTS Amazo
The Next BNPL Hol
AWS financial

services

20.4%
26.5%
43.8%

17.7%
29.7%
42.8%

19.6%
251%
42.7%

16.4%
21.8%
38.1%

11.5%
22.4%
42.3%

12.1%
16.4%
37.4%

FIGURE 7:

High-value services consumers would
like to purchase with BNPL options
Share who would be “very” or “extremely”
interested in using BNPL options to make
specific high-value service purchases,

by financial lifestyle

Travel and vacation services

Out-of-pocket medical procedures

Home remodeling services

Education and certifications

Medicine and prescriptions

Luxury restaurants

Source: PYMNTS | Amazon Wel
The Next BNPL Hori

Do not live paycheck to paycheck
Live paycheck to paycheck but comfortable

B Live paycheck to paycheck with difficulty

Gauging interest, boosting purchasing power

Other would-be BNPL buyers are inter-
ested in wusing BNPL to fund their
healthcare payments. Twenty-seven per-
cent of consumers say they would be

2

“very” or “extremely” interested in using
BNPL to pay for out-of-pocket medical
procedures, and 26 percent express the
same level of interest in using BNPL to

remodel their homes.

Consumers are least interested in using
BNPL for luxury dining; still, 19 percent
would want to make BNPL purchases at

luxury restaurants.

Consumers living paycheck to paycheck
and struggling to pay their monthly bills
are twice as likely as consumers on more
stable financial footing to say they would
want to use BNPL options to purchase all

varieties of high-value services.

Forty-four percent of these paycheck-
to-paycheck consumers want to use
BNPL options to help pay for vacation and
travel expenses, for example, and 43 per-
cent want them to pay for out-of-pocket
medical procedures. This compares to
20 percent and 18 percent of consumers
who do not live paycheck to paycheck
and express the same level of interest in

these services, respectively.

21
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%
3%

OF CONSUMERS
WANT TO USE
BNPL TO MAKE
HIGH-VALUE

SERVICE
PURCHASES.

57%
9.2%
23.2%

5.4%
8.2%
12.3%

12.5%
16.6%
17.7%

8.5%
11.0%
9.4%

67.8%
55.0%
37.5%

FIGURE 8:

High-value services that consumers would
like to purchase with BNPL options

Share who would be “very” or “extremely”
interested in using BNPL options to make
specific high-value service purchases,

by financial lifestyle

All services and products

Four to five services

Two to three services

Only one service

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

Do not live paycheck to paycheck
B Live paycheck to paycheck but comfortable
B Live paycheck to paycheck with difficulty

Using BNPL to make high-value purchases often is seen as a more practical alternative to

using more traditional credit products. Eighty-three percent of all consumers who express

interest in using BNPL options to buy high-value services say they consider BNPL to be an

alternative to either financing such purchases by taking out a personal loan or using their

credit cards, in fact. This means there could be more than 53 million consumers across

the U.S. who would opt to make high-value purchases with BNPL options rather than with

personal loans or credit cards if they were given the chance.

AWS financial

services

82.9%

A11%

33.7%

29.2%

28.7%

27.2%

26.4%

25.6%

22.3%

0.9%

Gauging interest, boosting purchasing power

Many of these consumers would choose BNPL over credit cards because they prefer

to keep certain types of purchases off their credit cards. This is the case for 29 percent

of the consumers who would like to use BNPL to make high-value service purchases.

Also, 26 percent specifically want to keep larger purchases off their cards, and 26 per-

cent say larger purchases would tie up their credit lines for too long. It is clear that

although BNPL options have a strong appeal among consumers of all financial circum-

stances, they can be useful particularly for those struggling to manage their finances.

FIGURE 9:

Reasons consumers would like to use BNPL
options to purchase high-value services
Share who cite select reasons for wanting to
use BNPL to purchase high-value services

Prefer BNPL over personal loan/credit card*

Better than personal loan
]

Prefer having a finite end to payment terms
]

Trust that transactions are secure
I

Prefer to keep certain purchase off credit card
|

Purchase exceeds available credit
[ ]

Prefer high-dollar purchase off credit card
L

Prefer to not tie up credit line
]

Unable to use other options
]

Other
|

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

O

1%

OF INTERESTED
CONSUMERS
BELIEVE THAT

BNPL OPTIONS
ARE BETTER

THAN PERSONAL

LOANS.

*To calculate the share of BNPL users who prefer BNPL to personal loans

or credit cards, we aggregated the share of those who had either indicated
that they believe BNPL options are better than personal loans, prefer to keep
certain types of purchases off their credit cards, prefer to keep high-value
purchases off their credit cards, do not have enough available credit for the
purchase or wish to avoid tying up their credit lines.

23
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usinesses can take several measures to ensure potential buyers are aware

[ m
that BNPL options are available and drive sales in turn. The most common
I S c Ove rl n g way BNPL buyers say they discovered BNPL was on the product pages

of the retail items they used BNPL to purchase, in fact, as 57 percent of

m BNPL users say they learned about BNPL this way. Thirty-one percent of BNPL buyers
m say they discovered BNPL through an advertisement they saw online. Providing BNPL

options on the web pages of services they are aiming to sell and purchasing online

I advertisements thus can be an effective way to tap into consumers’ latent demand for
m m E } & m BNPL purchasing options.
h N the grapevine

FIGURE 10:

How consumers learned about BNPL
purchases

Share of BNPL users who learned about BNPL
options in select ways

o An option on a merchant's product page
O 57.2% I

Had used before
44.2% I

OF BNPL USERS Onine advertismert

30.9% I

| EARNED ABOUT
BNPL FROM THE ™m e

Friends and family

PRODUCT PAGE ™ —

TV advertisement

OF AN ITEM THEY o "=

Other

PURCHASED ==
ONLINE.

ource: PYMNTS | Amazon Wel
The Next BNPL Horiz
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TABLE 2:

How consumers learned about BNPL purchases

Share of BNPL users who learned about BNPL options in select ways, by generation

© O & ©
Generation Z Millennials Bridge millennials Generation X Baby boomers/seniors

24 or younger 25040 33043 #to56 57 or older

* An option on a merchant's product page

* Had used before 40.2% 39.5% 34.4% 46.9% 52.9%

* Online advertisment 41.3% 39.7% 46.2% 27.8% 8.5%

* Internet search 36.1% 31.6% 30.6% 26.4% 16.0%

* Friends and family 40.5% 34.7% 38.0% 21.3% 15.0%

e TV advertisement 32.5% 25.0% 27.9% 16.2% 8.8%

e Other 0.0% 0.0% 0.0% 2.7% 10.1%

%
9%

OF MILLENNIAL
SNPL USERS

| EARNED ABOUT
SNPL OPTIONS

THROUGH WORD
OF MOUTH.

AWS financial

services

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

Television advertisements also can be
useful in spreading the word about how
BNPL can help consumers buy high-value
products and services. Twenty percent of
consumers who used BNPL in the past
year learned about BNPL options from

ads they saw on television.

*Figure 10 and Table 2 show the share of BNPL users who first learned about
the option within the past 12 months. Respondents who indicated that they
had previously been aware of BNPL answered that they "had used it before,"
as in, before the 12-month time frame about which our study inquires.

Online and television advertisements can
be particularly useful in engaging millen-
nials and bridge millennials. These two
age groups are among the most likely to
have heard about BNPL from ads they
either saw online or on television. Forty-
six percent and 28 percent of bridge mil-
lennial BNPL buyers were introduced to
BNPL options through online and televi-
sion advertisements, respectively. Among
millennial BNPL buyers, 40 percent and
25 percent were introduced to BNPL

through online and television advertise-

ments, respectively.

Discovering BNPL: Online and through the grapevine

Having BNPL options prominently dis-
played on the web pages of products
and services businesses are looking to
sell is still the most effective method for
converting new BNPL buyers, however —
regardless of age. Not only did 52 percent
of bridge millennials and 57 percent of
millennials who made BNPL purchases
last year learn about BNPL directly from
product pages, but 62 percent of Gen
X and 55 percent of baby boomer and

senior buyers did as well.
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FIGURE 11:

Percent of consumers willing to use BNPL
services provided by select entities

Share who would be willing to use BNPL
services provided by select entities
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Delivering BNPL experiences

YMNTS' research shows that

enlisting help from neu-

tral third parties is the best

approach to driving engage-
ment and conversion rates. Just 20
percent of all consumers say they would
use BNPL options offered by a business
from which they make BNPL purchases,
compared to 59 percent who would be
willing to use BNPL options enabled by
third-party providers.

Banks are first on the list of third parties
that consumers would trust to enable
their BNPL options, with 27 percent of
consumers saying they would be will-
ing to use BNPL options offered by their
banks. Eleven percent would be willing to
use those offered by any bank at which

they do not have an account.

Total
B Ranked first
M The rest

*Our study defined third-party providers as all firms except for the company
that provides the purchased service.

© 2021 PYMNTS.com All Rights Reserved
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OF MILLENNIALS WOULD USE

BNPL OPTIONS OFFERED BY
THIRD-PARTY PROVIDERS.

TABLE 3:

Percent of consumers willing to use BNPL services provided by select entities
Share who would be willing to use BNPL services provided by select entities, by generation

S 8 & @ ©
Generation Z Millennials Bridge millennials Generation X Baby boomers/seniors

24 or younger 25 to 40 3310 43 4110 56 57 or older

e Third-party providers 421%

. Banks with accounts 25.2% 33.2% 31.8% 29.4% 21.2%

. BNPL providers 22.5% 31.0% 31.2% 28.0% 14.2%

e Credit card's banks 22.7% 28.4% 26.9% 27.5% 18.9%

e Credit card companies 21.3% 29.1% 28.8% 26.4% 19.5%

. Merchants 26.7% 25.5% 25.3% 21.0% 12.2%

* Global technology firms 17.8% 19.8% 21.5% 15.3% 5.4%

. Other banks 19.0% 14.7% 14.3% 121% 5.6%

. Other 0.8% 0.2% 0.7% 1.5% 2.5%
. Not interested 28.3% 22.2% 25.4% 34.4%

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

AWS financial

services

As much as consumers trust their banks,
they would be happy to use many other
entities’ BNPL products. Twenty-three
percent of consumers say they would use
BNPL options provided by third-party pro-
viders that specialize in BNPL offerings, for
example. These include big-name brands
such as Affirm, Afterpay or Sezzle. Thir-
teen percent of consumers also would
be willing to use BNPL options offered by
global technology firms, including Ama-

zon, Google, Apple or Microsoft.

Millennials and bridge millennials espe-
cially are interested in being able to use
BNPL options enabled by BNPL providers
and technology companies. Thirty-one
percent of both millennials and bridge
millennials say they would pay via BNPL
provided by specialist firms. Meanwhile,
20 percent of millennials and 22 percent
of bridge millennials say they would pay
via BNPL options provided by large tech-
nology firms. These two age groups are
more likely than others to be willing to use
BNPL options offered by any third-party
provider, in fact, with the only exception
being banks with which they do not have

active accounts.
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FIGURE 12:

Percent of consumers willing to provide personal data for better BNPL terms
Share who would be willing to provide personal transactional information about purchase history to obtain
more favorable BNPL offers

21.4% 18.3%

ANEEEEEEEN ANEEEEEEEN
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VERY OR EXTREMELY SOMEWHAT SLIGHTLY OR
INTERESTED INTERESTED NOT AT ALL INTERESTED

Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

FIGURE 13:

0%

OF CONSUMERS

BNPL providers also can add value to
their end users’ experiences by using
their transactional data to determine and
deliver more favorable payment terms.

Twenty-one percent of consumers would

Percent of consumers willing to provide
personal data for better BNPL terms

Share who would be willing to provide personal
information about purchase history to obtain
more favorable BNPL offers, by generation

Generation Z

Willingness to share personal data for
more favorable terms is most common
among the very consumers most inter-
ested in BNPL options overall: millennials

and bridge millennials. Thirty-eight per-

20.9% I
26.6% I
52.5%

WOULD BE AT LEAST
"SOMEWHAT"
INTERESTED IN
PROVIDING
PERSONAL
TRANSACTIONAL
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MORE FAVORABLE willing to share their transactional his- Baby boomers and seniors
BNPL PAYMENT TERMS. o

tories to obtain more favorable payment Ja1% B Somewhat interested

be “very” or “extremely” interested in giv- cent of millennials and bridge millennials

ing their BNPL providers their personal say they would be happy to share their

Millennials
37.6% I
' ‘ 21.0% I——
could provide them with longer payment 41.4%

transactional data if it meant that data personal data with their BNPL providers

if doing so could reduce their installment

Bridge millennials
38.4% I

18.5%
43.0%

periods and lower installment payments, payments, prolong their payment periods

for example, and this interest is even or unlock any other favorable adjust-

higher among consumers who already ments to their BNPL terms.
Generation X

25.2%

20.4% IEE—

two percent of all BNPL users would be 54.4%

have experience using BNPL options. Fifty-

B Very or extremely interested

te r |S. Source: PYMNTS | Amazon Web Services
The Next BNPL Horizon Report

Slightly or not at all interested
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here has been a meteoric increase in the use and adop-
tion of BNPL in recent months as consumers seek new,
innovative ways to manage their budgets. The ability to
pay for purchases in installments without having to worry
about interest charges has helped shoppers purchase everything
from clothing and accessories to plane tickets, medical procedures
and more without feeling as though they were breaking their budgets.

Now, millions are looking to BNPL options to buy higher-end services.

Providing BNPL options on products’ web pages can help businesses
tap into this new market opportunity. Doing so not only ensures that
consumers know that BNPL options are available but also creates an
opportunity to educate individuals about BNPL and open the door
to using it for future transactions. Businesses stand to benefit from
offering BNPL options if they enlist help from the third-party providers
whose BNPL services consumers are most likely to use online. They
also have an added opportunity to go one step further by providing
their shoppers with the option to share their transactional data in
return for more personalized BNPL experiences that suit their unique

financial needs.

AWS financial

services

METHODOLOGY

he Next BNPL Horizon Report, a
PYMNTS and Amazon Web Services
(AWS) collaboration, is based on a
census-balanced survey of 2,211 U.S.
consumers conducted between June 23 and
June 28, 2021. Respondents were 47 years old
on average, and 52 percent were female. Also,
32 percent had earned college degrees and 36
percent earned more than $100,000 in annual

income.
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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.

For over 15 years, Amazon Web Services has been the world’s most
comprehensive and broadly adopted cloud offering. AWS has been
continually expanding its services to support virtually any cloud workload,
and it now has more than 200 fully featured services for compute,
storage, databases, networking, analytics, machine learning and artificial
intelligence (Al), Internet of Things (IoT), mobile, security, hybrid, virtual
and augmented reality (VR and AR), media, and application development,
deployment, and management from 81 Availability Zones (AZs) within 25
geographic regions, with announced plans for 21 more Availability Zones
and seven more AWS Regions in Australia, India, Indonesia, Israel, Spain,
Switzerland, and the United Arab Emirates. Millions of customers —
including the fastest-growing startups, largest enterprises, and leading
government agencies — trust AWS to power their infrastructure, become
more agile and lower costs.

This report, a collaboration with PYMNTS, demonstrates how BNPL options
have — in a relatively short period of time — become a crucial growth
driver in financial services for both FinTechs and nonfinancial providers. To
learn more about new ways to extend credit with AWS Financial Services,
visit

We are interested in your feedback on this report. If you have questions, comments or would
like to subscribe, please email us at

AWS, AWS Financial Services and all related logos are trademarks of Amazon Web Services or its affiliates.

DISCLAIMER W

The Next BNPL Horizon Report may be updated periodically. While reasonable efforts are made to keep
the content accurate and up to date, PYMNTS.COM: 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.COM 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.COM 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.COM 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.COM 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.COM 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.COM is the property
of PYMNTS.COM and cannot be reproduced without its prior written permission.

Amazon Web Services, AWS and all related logos are trademarks of AMAZON WEB SERVICES, INC. or its
affiliates.
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