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From the continued strength of e-commerce and the return of in-store shopping to digital
wallets and open banking, the payments world is in flux. What changes are here to stay,
and what developments can we expect?

How are consumers shopping and paying?

1. People are still shopping online, but they’re also returning to stores

This is creating a hybrid model that combines both approaches.

* E-commerce remains strong — it's * 72% of people say in-store shopping
stabilized at around 15% of total retail is still part of their lives.?
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sales, up from around 11% pre-pandemic." o |_ctore sales are expected to be

* By 2027, the U.S. retail e-commerce market ~ over $6.6 trillion in 2026, up over
is expected to be worth over $1.7 trillion? 8% vs. 2022.*
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2. Card payments are still growing

While Visa payments grew 10% year U.S. card purchase volume
i 9
over year from 2021 to 2022, that's down by major card network

from 17% growth from 2020 to 2021.° s10T
= +9% average annual growth

3. Consumers are embracing $8T
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Where are consumers experiencing friction?

Reasons for abandonments during checkout'

The credit card was declined 4% 6 8 0/0
There weren't enough payment methods 9% of e-commerce
Return policy wasn't satisfactory 12% .
Website had errors/crashed  13% shopplng carts are
| couldn’t see/calculate total order cost  16% abandoned before
Too long/complicated checkout process 17% [N 3 purch ase is

I didn’t trust the site with my credit card  18%
Delivery was too slow 22%
Site wanted customer to create an account 24% [IIIENEGGE

completed."
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consumers want have experienced lengthy | are sometimes willing to
faster ‘chec.kout vvhen]z checkout wait times in desert their transaction
shopping in person. the past three months.'? if the wait is too long.'

Which solutions can help?

Digital wallets streamline online and POS payments

The overall number of transactions and dollar volume coming from digital wallets have
increased—in 2022, 65% of consumers had tried one.'

10% 67% But there’s room for
[% of POS transactions of stores accept improvement:

are now made by ApplePay, with more /1 O/O of the time,

digital wallet.”® to come."” online shoppers enter their

information manually.'®

Contactless cards get people through the checkout faster

49% 92 /8%
@ of cards in use have of the top 100 of transactions occur at
contactless capabilities, merchants accept contactless-enabled

up 48% year on year.'*?° | contactless.”’ merchants.?




High decline rates are an issue for e-commerce.

What'’s the solution? 149

Decline rate for
card-not-present
transactions,
compared to 1 O/O
for card-present.?

* Merchant and transaction history, giving insight into
customer behavior.

* Real-time data, which uses advanced technology to examine
a decline reason and then applies rules to determine whether
to retry, without significantly impacting transaction times.

¢ Tokenization, which tends to have lower risk and
higher authorization rates.

What new payments are emerging?

ﬁ Paze: A new digital wallet from trusted banks

* An emerging solution operated by Early Warning® and offered by participating
financial institutions — including seven of the nation’s largest banks.

* Aims to streamline the consumer experience, reducing abandoned purchases
and decline rates.

* Uses data from participating banks to pre-populate fields, and deploys special
\_ security features to protect against fraud. Y.

<$é Real-time payments (RTP)

These include Zelle®, BillPay and Pay by Bank. There’s been rapid global growth, but
it's only just beginning to gain traction in the U.S,, with the major banks, including
Bank of America, making consumer accounts eligible.

_: Embedded finance

It's already expanding, with some companies integrating Buy Now Pay Later solutions
at checkout for a seamless experience.

195 billion+ 13 billion+

RTP payments processed globally Estimated North American RTP
in 2022 transactions by 2027.2°

@ Open banking
* Progressing faster in Europe and China than in the U.S., but opportunity is growing.

* When it does take off in the U.S., may allow third-party providers to offer solutions
that use APIs to improve the customer experience, data quality and security.

* May offer faster settlement, ideally at a lower cost.

The U.S. market is Consumers account for 6OO/O+
expected to double to of transactions, but B2B and B2C
S571 billion by 20262 growth likely””

To us, payments are more than transactions — they’re a relationship,
powered by innovation and insight. For more information, contact your
Bank of America representative.
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