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Welcome!
to the “Payments 2016, The Year Of…” eBook!
From open APIs to omnichannel, EMV chip
cards to faster payments, it’s hard to put a
finger on exactly which happenings in the
payments space had the biggest impact in
2016. There were many shifts and trends in the
ecosystem this year, some that will surely have
an impact on how payments stakeholders
operate for years to come.

In the following pages of the “Payments 2016,
The Year Of…” eBook, thought leaders in the
industry not only provide an in-depth look into
some of the biggest impacts to payments this
year but also deliver a glimpse into what the
future may hold in the ever-evolving world of
commerce. Believe us, how they responded
may just surprise you!

But picking the most influential is a tough job.
Lucky for us, we’ll let the industry speak for
itself on this one.

We hope you enjoy the eBook!
Cheers to 2017!

PYMNTS consulted 21 payments executives
from across the industry to share their insights
on the biggest takeaways from 2016. We
posed the same question to each executive…

If you had to answer the question:
Payments was the year of… how
would you answer, and how does your
answer change your world — and the
world of payments more broadly?
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ACI Worldwide

CTP, Head of Digital Banking Channels

Mark Ranta

Payments 2016: The Year Of... Open APIs
Just about every other topic that is likely to
come up had momentum going into the year,
so the clear winner for me is open APIs. The
payment world as a whole was not widely
discussing PSD2 or open banking at the
end of 2015, and now it’s hard to be at a
conference or event and not hear about those
or the broader context of what open APIs
mean to the payments industry (about every
five seconds).
What makes the open API discussion
different from many of the trends we talk
about is that it is made up of two equal parts:
organizational mentality and technology.
The idea of working in an open ecosystem
— sharing ideas/best practices and enabling
innovation to occur outside of the financial
institution’s walls — is almost as important
as the APIs themselves. In terms of the
technology, APIs are not new; they have been
used for quite some time to create distinct
and defined integration points between
applications. As such, APIs have been at
the heart of mobile payments, geo location
services and personal financial management
tools, among other key areas, for years.

The exciting change in the technology is
taking those points and exposing them for
broader and potentially unknown use cases.
This can happen on a few levels; the most
conservative route is to expose those APIs
internally for teams to go off and develop new
offerings by stitching applications together
differently, never exposing those APIs
beyond the walls of the institution. The most
potential, however, is through exposing those
APIs to a developer community, allowing a
large pool of thinkers and tinkerers to build
on top of today’s solutions to create new
experiences.
We are seeing the beginnings of this today,
both in the U.S. and abroad, with many
organizations opening up developer portals or
joining open banking working groups — either
by choice or by regulation. As the industry
comes together to create a new ecosystem
driven by collaboration, I believe we are
going to see a Big Bang-esque acceleration
of innovation, and we’ll be able to thank open
APIs when we do.
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AOC Solutions
Chief Technology Officer

Dan Seewer

Payments 2016: The Year Of... Simplicity And Consolidation
I remember the first time I ordered a ride using
Uber. I downloaded, installed and set up the
application while waiting for my luggage at
the airport. Then, after a couple of taps on my
phone, I got a text telling me what car would
be picking me up, when it would arrive, and my
driver’s name. (It was Kevin.)
When I got to where I was going, with a word
of thanks to Kevin, I just got out of the car.
It was simple. And it felt like magic — like a
wonderful disruption in a ride-for-hire system
that hadn’t changed in any meaningful way
since the first meter was placed in a vehicle, in
1897.
That sort of simplicity, that sort of disruption
of an archaic system, is what the payments
industry saw a lot of in 2016.
I’m talking about walking out of an Apple store
with a new product without going through
a checkout line. I’m talking about electronic
currency finding adoption in a country like
Zimbabwe, which hasn’t had its own physical
currency in years. And, in the B2B space
where AOC Solutions operates, I’m talking

about consolidating and simplifying myriad
payment systems to make life easier not just
for financial institutions but their customers to
boot.
We’ve had banks come to us for help because
they have clients using dozens of payment
systems. Instead, they want to give their entire
client base a single solution. They want one
place where all of their clients can go and log
into a single system, no matter if they’re paying
with check, wire, ACH, card, whatever.
It’s not always easy, technically, to refactor
these disparate payment systems and
software modules that evolved over many
years, in independent silos. No one said
creating simplicity for the user would be
simple for the developer.
But it’s worth it.
On the accounts receivable side of the house,
AOC’s companion company, 3Delta Systems
Inc., just unveiled a powerful portal that offers
the same sort of simplicity and consolidation
with regard to remittances for all users of
AOC’s EnCompass® product. A single sign-
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on earns suppliers a crisp, clean look at all
the payment information from their buyers,
complete with search and export. We expect
great things from this portal, AR-Exchange®.
Simplicity. Consolidation. Disruption.
We saw a heck of a lot of it in 2016, and I think
we’ve really just seen the proverbial tip of the
iceberg. Where B2B payments are concerned,

we’ll see a lot more of this simplicity,
consolidation, and disruption in 2017 with
advances in distributed ledger technology, the
potential deregulation of payment standards
and more advances in mobile payments.
So buckle up — even if Kevin is driving. It’s
going to be an unforgettable ride.
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Applause
Senior VP

Rahul Shah
Payments 2016: The Year Of... Online And In-Store Convergence Via Mobile
For years, mobile payment providers had been
pushing solutions for mobile pay in-store, but a
few things were not there yet: mobile adoption,
mobile technology and consumer sentiment.
In fact, while payment vendors had been
developing and hyping mobile in-store, we’d yet
to see definitive evidence from consumers that
they were craving such solutions. Because
of this, there’d been a nebulous — at best —
market on both the merchant and consumer
side.
But this year, adoption may have hit a
tipping point over the seasonal shopping
week. After recognizing the importance of
accommodating consumers who want to
choose how and when they shop and pay,
enough merchants began offering it to begin
to make it relevant. Perhaps it wasn’t the huge
breakout vendors had been predicting, but a
significant start with traction in the market.
The reason? More companies are attending to
the motivation factor, adding value to payment
apps and processes that provide incentive for
consumers. Discounts and special offers have
been the carrot leading consumers to convert
in many cases. But the real tipping points are
consumer convenience and the fact that our

digital and “real” lives are converging.
And the convergence is not marketingspeak —
it’s real. Think about when smartphones first
became ubiquitous and how many times you
took pictures of things in stores that you sent
to friends or family to see if you should buy it.
Maybe it was because it was a potential gift, or
maybe you just wanted another opinion. The
fact is that back then, you began to fluctuate
in between digital and physical worlds as
you shopped. Omnichannel efforts are a
natural extension, and, when coupled with the
aforementioned value adds, you begin to see
the evolution of shopping, dependent on great
digital experiences for shoppers.
We’ve seen that evolution from brands in terms
of omnichannel offerings that customers
actually seem to want. Starbucks is, of
course, a great example, but there are others.
UberEATS is growing in popularity. Walmart
offers mobile shopping for groceries plus instore comparisons for deals on electronics.
Levi’s is innovating with fashion, encouraging
consumers to shop in-store with their mobile
phones. Showrooming is no longer a fourletter word.
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At a fundamental level, there is no difference
between someone grabbing their actual wallet
to pay in-store or pulling out their phone. But
consumers need to break their highly ingrained
habits. In 2016, we saw the first significant
change in that dynamic. The intertwining of
the physical and digital worlds, combined with
offerings that add value and provide incentive
to change those habits — those began to take

hold. As we look forward to 2017, delivering a
great user experience will be critical for brands
looking to build trust and increase adoption.
But we saw the first move toward significant
adoption of digital payments in 2016, and
that’s because more brands are launching
payment processes that provide simple,
seamless, digital experiences — in-store and
out — via mobile.
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CA Technologies
Director, Payment Security

James Jenkins

Payments 2016: The Year Of... Clarity For The Payments Sector
In a financial services industry filled with
uncertainty, 2016 was the year of clarity for the
payments sector, a year in which in the vision
for payments became clear and the fog that
has clouded our vision for many years started
to lift. In turn 2016 was the year that, in our
opinion, three pillars for the future of payments
emerged: eCommerce, data analytics and 3-D
Secure 2.0.
For many years the payment industry has
evangelized about a new era of payments, one
where customer experience is key, security
and authentication are invisible to consumers
yet robust, and new, innovative devices replace
traditional plastic cards and cash. Yet the
actual specifics of the customer experience,
infrastructure and protocols underpinning
these services have been uncertain. In
addition, the payments industry has seen more
than its fair share of false dawns. Too many
offerings have been rushed to market with
an excitement about what the industry “could
do” rather than what would directly benefit
customers, who as always, are the ultimate
masters. Customers have often been confused
by too many payment options and too much
complexity, and as a result, adoption from
both cardholders and merchants has been
low. Cardholders have stayed with their cards.
In light of such uncertainty, for many years

the payments industry has seen a stalemate
as merchants and payment service providers
(PSPs) have hedged their bets on the winning
formula and next big thing.
But failure is the mother of all success, and
in 2016 the pieces of the puzzle started to
move into formation. Today the vision is
clear. Customers demand seamless, secure,
innovative benefits that are easy to use
and benefit them directly. New payment
experiences will continue to emerge and
vary from merchant and issuer. They will
be customized and contextual and will
dramatically change the way we buy goods
and services, but broadly underpinning these
services will be three core technologies:
eCommerce payments, data analytics and 3-D
Secure 2.0.
eCommerce: Across the globe, eCommerce is
growing at an unprecedented pace, with over
a billion mobile customers driving demand.
eCommerce today is worth $1.71 trillion and
growing every year. Black Friday 2016 saw the
highest number of eCommerce transactions
on record, and with new merchant apps,
virtual stores, and pay-and-collect services,
eCommerce is eating away at the traditional
brick-and-mortar transactions. If one wanted
to bet on a payments technology, it would
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have to include eCommerce and mCommerce
(mobile commerce).
Data analytics: For years, Big Data has
been the standard go-to for futurologists,
but what has changed in recent years is
twofold: first, the sheer amount of data
available and second, the advances in data
processing and analytics. These elements
have opened up a wealth of possibilities
across all channels, from enhanced security to
contextual payments and invisible payments
for customers — genuine innovation delivering
significant benefits to cardholders. For
years, developing the ultimate authentication
method or credential was seen as the goal,
but the truth is that customers do not want to
authenticate, but transact, invisibly and without
friction. This can only be achieved through
advances in data analytics.
3-D Secure 2.0: 2016 was the year 3-D Secure,
specifically 3-D Secure 2.0, which had its
technical specifications released, came to the
fore as the security technology and rails for
the payments industry. 3-D Secure is often
erroneously associated with passwords and
registration (it doesn’t have to be this way). But
now the latest version of the protocol breaks

new ground in terms of customer experience,
merchant liability shift and issuer control.
Historical arguments to adopting 3-D Secure,
such as customer experience and passwords,
are no longer valid, as 3-D Secure utilizes
risk-based authentication and challenges only
the highest-risk transactions. Perhaps most
importantly, the new protocol supports mobile
and in-app purchases. With the historical
arguments against 3-D Secure negated, the
payments industry can expect to see a surge
in adoption and transaction volumes in the
years to come with 3-D Secure underpinning
new and innovative payment platforms on a
global scale.
If 2016 was the year of clarity, then 2017 has
to be the year of acceleration. The industry
now knows where it is heading, and the tools
and mechanisms to support this innovation
are available. As an industry, payments should
continue to collaborate, drive innovation and
provide safe, secure and convenient payments
to our customers. This is the objective, and
although the future is not yet set, it is now a lot
clearer. Let’s make it happen.
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Creditcall
CEO

Lars Pedersen
Payments 2016: The Year Of... A Technology Revolution
In the late ’90s I moved from Denmark to the
U.S. to start my career in fiber optics after
finishing my PhD in the same area. This was
during a very exciting time when the wave of
the internet rolled out and triggered a tsunami
of tremendous change and opportunity.
Fiber optics was very much a hardware
play, where physical infrastructure had to be
invented and deployed. Today’s payments
ecosystem is different as it is mostly a
software play, now that the world enjoys
ubiquitous access to affordable and scalable
cloud computing platforms. What compares
well with fiber optics of the late ’90s is the
accelerating emergence of new technologies,
and this makes payments an exciting place to
be.
Proliferation Of New Solutions
Payments are seeing an increasing
proliferation of new ways of doing things,
such as smart terminals; alternative payment
methods; beacons, biometrics for ID, auth
and payment; two-factor authentication;
encryption; EMV; new approaches to loyalty;
new types of cards; mobile wallets; analytics
and big data, and so on.

Common to most of these new developments
is that they are driven by one of two things:
1. Convenience: cross-channel integration,
data analytics, new payment methods, etc.,
all focusing on making payments simpler
and more integrated; more convenient
payments
2. Security: more focus on security due to the
increase in fraud
On the one hand, the industry is trying to make
things more convenient partially by doing
more with the data; on the other hand, fraud is
increasing, and some of the new convenienceenabling technologies can make that worse.
As such, the two forces somewhat counteract
each other.
Leading up to this, we’ve witnessed a lot of
transformative and enabling technologies,
such as cloud solutions, machine learning, big
data and mobile platforms.
All of this is leading to a less hardware-centric,
more software-focused approach, increasingly
targeting end users, with lower barriers to
entry. Now, to make any payment solution
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work, you need a lot of interconnected pieces,
and complexities are not likely to diminish.
This fosters a strong focus on partnerships
as most industry players are too small to gain
enough market pull, and networking effects
from such partnerships are paramount to
success.
2016: A Breakout Year
2016 was a watershed moment for payments.
It marked the time when payments started in
earnest to break away from only processing
transactions toward also offering valueadded services in conjunction with payments
in an integrated way. Prime examples are
app-based payments platforms that include
apps with functionality far outside of the
narrow payments domain and processors
becoming business partners to merchants
much over and above just processing their
payments. Payments players are spreading
their influence into other areas and using the
payments relationship with merchants to do
so. Payments companies are increasingly
becoming technology companies that provide
merchants with a suite of solutions from
own developments and in connection with
partnerships with other companies in the
industry and outside.

Companies are therefore trying to do more
for their customers, which implies integration,
partnerships and market consolidation.
In one word, 2016 in payments was about
proliferation — proliferation from doing more
for your customer, from stepping into new and
exciting arenas and from a much stronger
focus on being a technology provider rather
than just processing transactions.
Will this integration and consolidation lead to
a changing payments landscape, and will the
type of companies making up the backbone of
the payments infrastructure change? Only time
will tell. My guess is that we will point to 2016
as the year where it all really started to gain
momentum.
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Enova International
Chief Analytics Officer

Joe DeCosmo

Payments 2016: The Year Of... Payment Innovation Through Predictive Analytics

This was the year for payment innovation
through predictive analytics. At Enova
International (NYSE: ENVA), provider of online
financial services to non-prime consumers and
small businesses, we see innovation driving
business performance, growth, customer
satisfaction and bottom-line results. Enova’s
2016 payment innovations were powered
by our real-time predictive analytics and ondemand decision-making technology. These
tools, offered through our Enova Decisions™
real-time predictive analytics service brand,
help Enova’s consumer and small business
brands make data-driven operations decisions,
instantly and at scale, in order to meet
customer expectations for instant answers
and exceptional service.
Through Enova Decisions, we were able
to innovate and optimize our operational
payment processes by building and
implementing our Smart ACH™ solution.
Smart ACH was created not only to help meet
NACHA compliance rules, but also to improve
operational efficiency and the customer
experience. With dedication to compliance
and responsible lending practices, Enova’s
online financial services use Smart ACH to

keep return rates below 15 percent per NACHA
requirements. Smart ACH uses a proprietary
model to identify consumers who will be least
likely to be able to make their next scheduled
payment. Once identified, the ACH attempt is
turned off, saving customers overdraft fees.
Enova also avoids unnecessary ACH fees in
this way.
For example, one Enova brand reduced overall
return rates and optimized the success of
debit attempts with Smart ACH. Without it,
Enova would be faced with $18 million in
projected losses from cancelling payments
to reduce the return rate below 15 percent.
With customized Smart ACH models, Enova
was able to more deliberately decide when to
send or cancel a payment, reducing canceled
payment loses by $8.5 million annually.
Enova’s world of providing access to credit
changed in three major ways because of
innovations in payment analytics:
1. We were able to maximize the success
of our debit attempts to help mitigate or
minimize overall return rates and fees for
increased profitability and operational
efficiency.
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2. We improved our debiting practices
to optimize overall clearance rates for
compliance with NACHA rules.
3. We improved our customer experience by
minimizing ACH returns, saving customers
from overdraft fees by canceling payments
likely to return due to insufficient funds.
Predictive analytics for payment innovation
changes the world of payments more
broadly by offering all companies involved

in ACH payments the ability to improve their
operations, increase profitability, ensure
compliance and, most important, improve
their customer experience. Making more
intelligent debiting decisions can be the
difference between optimized operations — or
not operating at all. Predictive analytics were
here to help companies innovate throughout
2016 and will continue to change the face of
payment through 2017 and beyond.
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Entrust Datacard
CMO

Ray Wizbowski
Payments 2016: The Year Of... EMV-Enabled Cards
When asked about the state of payments in
2016, I immediately thought of the famous
Charles Dickens quote from A Tale of Two
Cities: “It was the best of times, it was the
worst of times.”
Best of Times
While the EMV liability shift took place in
October 2015, many of the effects of that shift
were felt throughout 2016.
At the transaction level, consumers began to
feel like they were more protected from fraud
with the introduction of the EMV chip card.
While customers were not exactly sure how
that fraud protection occurred or about the
significance of the chip card, they felt more
secure when making their purchases. At the
same time, consumers continued to navigate
through a somewhat confusing world —
especially when making purchases.
As chip cards rolled out, merchants raced to
ensure that their POS terminals were updated
for the October 1, 2015, deadline and that
they could accept the new chip cards. That
said, today, while many merchants have a
POS terminal to accept the chip cards, many

are still not doing so, causing consumers to
hesitate each time they make a payment and
leading to short-lived frustration.
Throughout 2016, financial institutions
continued to roll out new EMV-enabled cards
to their consumers.
For financial institutions, the new cards
allowed for the opportunity to relieve at
least a portion of the burden of fraudulent
transactions from their books and a unique
opportunity for conversations with their
consumers — especially those instantly
issuing their new chip cards. Many banks
and credit unions seized the opportunity to
engage with and educate their consumers
when instantly issuing the new chip cards —
from educating the consumer on how to use
the card to explaining the benefits to spending
time discussing additional services offered by
the financial institution.
Worst of Times
But with the good comes the bad. And
unfortunately, we saw a variety of bad in 2016.
While the new EMV chip cards begin to
mitigate fraud at the transaction level, much
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like other regions who utilize chip cards,
card-not-present fraud began to take rise
and, in my opinion, will continue to rise over
the coming years. Financial institutions and
consumers will need to work together to
ensure that these types of purchases have
necessary safeguards in place, such as strong
authentication solutions, to keep consumers
safe.

technologies and innovations that will allow
them to better self-govern and ensure that
fraudulent activity is eradicated from their
branches. By putting safeguards in place such
as notifications to consumers for accountlevel banking activity, financial institutions can
work to gain back the trust they had lost.

As we’ve seen over the past few years, banking
is continuing to evolve, and consumers and
While financial institutions and merchants
financial institutions will need to remain
were working to ensure that consumers’
nimble in order to continue to navigate these
transactions were protected, they neglected
changing waters. By taking advantage of the
to realize what was going on right in their own technologies and innovations available to
branches, and a whole new kind of fraud was
them, both banks and customers will be able
exposed. The exposure of fraudulent account
to better manage their relationship and ensure
openings that came to light in the second half that it is one built on trust. This restoration of
of 2016 left consumers confused, concerned,
trust will allow for consumers to better utilize
angry and looking for answers from what
their local bank branches and for financial
was supposed to be one of their most trusted
institutions to ensure a high level of customer
institutions that were supposed to protect their satisfaction and provide an experience that
from fraud, not subject them to it.
not only satisfies, but wows the customer.
Financial institutions that experienced this
level of fraud are left to pick up the pieces and
work to restore the trust of their customers.
Going forward, these institutions must ensure
they are putting processes in place and utilize
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Entryless
Founder and CEO

Mike Galarza

Payments 2016: The Year Businesses Stopped Relying on Banks
For years, consumers have reaped the benefits
of technology in their personal banking.
Virtually every consumer financial task has
been automated, making everything faster,
easier and more efficient.
While consumers did the bulk of their personal
banking on mobile devices, businesses had
largely been left stuck in the past, standing
in line at their local branch or chained to
desks shuffling invoices. That’s all changing.
Business leaders now expect more from their
banks. After all, if technology solutions can
improve consumer banking, why can’t similar
innovation create a better experience for
businesses?

Migrating Away From The Monolith
Such a transition doesn’t happen overnight,
and not every technology provider is in a
position to offer financial services. Businesses
need capable institutions they can trust
to handle their money. That much hasn’t
changed, and neither has the nature of
currency. I can’t pay my suppliers with Bitcoins,
because they can’t take those to the grocery
store or hand them out on payday.

And while banks are happy to store money for
businesses, their bill payment solutions are
cumbersome, slow and inflexible. Banks aren’t
run by software developers, so innovation in
that arena just isn’t in their DNA. They seem
to lack the motivation or competencies
With traditional financial institutions seemingly needed to relieve pain points that are costing
disinterested in modernizing business banking, organizations millions.
companies — especially smaller ones — seek
financial services from nontraditional sources. When monoliths refuse to innovate,
In the accounting industry, businesses already companies like Entryless can step in to fill the
trust providers of software as a service (SaaS) void and relieve the pain.
with their most valuable asset: data. It makes
I believe the needed innovation comes in
sense that many would be open to doing the
the seamless integration between multiple
same thing with their money.
software platforms and the banks they use
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to conduct business. Entryless offers an
intelligent automated bill pay solution that
eliminates the burden of manual tasks — all
of them. Rather than leave our customers to
rely on their financial institution’s archaic and
plodding bill payment services to perform
transactions, we created a secure new
medium for them to reliably pay their bills
faster.

We created a foundation of trust with our
users.

Trust Is The Key
There’s a lot of accounting software out there,
but much of it is dedicated to managing a
database with a nice user interface. Users
appreciate these applications for what they
are, but they don’t view them as a potential
solution for financial service challenges.

The Future Has Arrived
As more businesses seek out financial
services from their SaaS providers, banks
will remain in use solely because they are
the only ones legally able to store money for
consumers and companies. It’s not difficult to
imagine removal of that arbitrary barrier.

Our platform doesn’t just collect and
organize data — Entryless actually automates
accounting tasks previously done manually,
updating accounting systems in real time.
What began with the ability to soothe a pain
point for our customers grew into a trust that
our application could perform mission-critical
accounting tasks.

I’m increasingly convinced that 2016 will be
remembered as the year businesses began
migrating away from traditional banks. They’re
not serving our needs, while SaaS providers
are. This begs the obvious question: If your
accounts payable software could legally store
your money, why would you use a bank?

That trust was the key and the trigger for
expanding our offering into financial services
— specifically providing the ability to make
supplier bill payments. Our customers now
trust Entryless with their end-to-end supplier
relationships and have eliminated the bank
from the equation.
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Flywire
CEO

Mike Massaro
Payments 2016: The Year Of... The Emergence Of The Global Citizen
The world of global payments is evolving
rapidly — driven by an increasingly global
economy, expanding consumer buying power
in regions like Asia and South America,
rising adoption of digital payment methods,
and increasing concerns over security and
transparency.
Flywire deals primarily in large, global
payments — a segment that has grown
dramatically in recent years. One particular
trend we’ve seen emerge in 2016 that impacts
us directly is the rise of a new “global citizen”
demographic.
2016 saw more people transacting across
borders in larger sums than ever before. This
growing demographic does not consider
borders in terms of lifestyle, access or travel.
These global citizens spend more than ever
on goods and services outside of their home
countries and are making large cross-border
payments with increasing frequency — on
education for their children, medical care
for themselves and their family members,
real estate, luxury items, and other offerings
that bring diversity and culture to their life
experience.

All these transactions involve large, crossborder payments, which are typically complex,
non-transparent and fraught with challenges
for both the payer and payee. These
transactions can be especially stressful when
dealing with important life events such as
college education, health procedures or real
estate acquisitions. Businesses looking to
appeal to this growing segment have to take
steps to reduce the friction in today’s crossborder payment process.
Speed is important, but it is not the only driver
for participants in these transactions. The top
priority is ensuring the payment gets to the
institution on the other end. The certainty of
funds is also critical to the receiving institution
— assurance that the amount owed is the
amount received, along with the data that goes
with it to reconcile their own ledger.
Convenience is another major factor. As global
citizens make more cross-border transactions,
they expect convenient, cost-efficient and
transparent options for payments. Easy,
online access is an absolute must, as is the
availability of familiar and local payment
options.
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Security is also important. Both payers and
payees are looking for protection against
fraud and assurances of compliance with any
international regulations. With governments’
increased focus on cutting off financing
sources to potential terrorists, large-sum
cross-border payments are subject to much
greater scrutiny.

Medical care is another prime spending area
for this segment. Industry groups estimate
as much as $40 billion per year is spent each
year by patients traveling outside of their home
countries for care. And it is growing at 15 to 25
percent per year.

As Flywire’s ambition to serve these global
citizens expands, so must we. This includes
There is also demand for related support
extending our global payment platform to
services. With consumers around the world
address new types of transactions and new
making large-sum payments from different
payment corridors while continuing to improve
time zones, the number and frequency of
the speed, transparency, efficiency, choice
payment-related questions and inquiries
and security of our payment services. We are
will rise — at all hours and in a variety of
also expanding our international presence in
languages. Schools, hospitals, tax agencies
Europe and Asia-Pacific to better serve our
and others are not necessarily equipped to be customers at both the point of origin and
in that business.
destination. This includes expanding our
banking relationships in different regions to
The opportunity is very real. The international
continue to take friction out of the international
education market is estimated to be $53 billion payment process.
worldwide in 2016 and 2017. Over 1 million
international students studied at U.S. colleges 2106 has been a great year for the growth of
and universities alone in the 2015–2016
the global citizen. And we expect more of the
academic year. And another 600,000 studied
same in 2017.
in Europe and Australia. Not surprisingly,
the fastest-growing places of origin for
international students are China, India and
Korea.
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Payments 2016: The Year Of... The Gazelle
The cheetah is the fastest land animal in the
world. Clocking in at upwards of 70 miles
per hour, a cheetah could get pulled over
for speeding on some highways. Of course,
this evolutionary advantage didn’t happen by
accident. Gazelles, the cheetah’s favorite prey,
can eclipse speeds of over 60 mph. Sure, it’s
not “cheetah fast” — but without the gazelle’s
incredible speed, the cheetah could stroll
around the African plains at a leisurely 50 or
even 40 mph.
The cheetah wouldn’t have had its reason to
evolve.
Some observers might remember 2016 as the
year that new, faster payment technologies
truly began to take hold. And it’s true: Over
the past 12 months, emergent payment
methods — same-day ACH, Visa OCT — have
become far more commonplace, enabling
the flow of money between businesses and
individuals faster than ever before. But before
we proclaim this the Year of the Cheetah, I
think we ought to consider exactly why quick
funding became so important in 2016. Why
now?

Let’s not forget that fast, even real-time
payment methods have been a reality for
years. PayPal, Venmo and other consumer
wallets can move funds between wallets
instantly, but these funds have always been
tied to a closed ecosystem (e.g., available for
spending with PayPal merchants). Ultimately,
users want open ecosystems and global
acceptance — and that’s where alternative
payment mechanisms, such as globally
accepted prepaid cards, are making their
impact. The real-world benefits of something
like instant prepaid card payments should
be obvious, but until recently, there haven’t
been any compelling use cases to justify their
implementation at scale.
That changed with the emergence of the
gig economy. Digital marketplaces and
on-demand business models presented
themselves as a frictionless alternative to
traditional work arrangements: quick, easy-touse intermediary platforms that could instantly
connect buyers and sellers, doers and don’ters. But that promise of a seamless UX must
implicitly extend to the payment processes
that facilitate these transactions. Suppose I’m
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an on-demand software developer and need
to wait two weeks for my earnings to come
through. Remind me: What’s the incentive to
participate on your platform?
Over the past year, we’ve seen what happens
when companies don’t have a good answer for
that question. As the gig economy has swelled
and options for both supply- and demandside users have grown, individuals have
become more scrupulous when determining
which platforms deserve their loyalty. We
needn’t strain ourselves to think of a digital
marketplace that has been shunned by users
(and drawn the ire of investors) for failing to
deliver on the essential agreement that we all
made with the gig economy: Make it simpler;
make it faster.

First, they found new opportunities to embed
value-added services and justify their presence
in the supply chain. Second, they looked for
ways to increase the speed of their payment
flows — both to improve user satisfaction
and to increase platform activity and
ultimately drive revenue. But without shifting
expectations and user demand for speed in all
things, the gig economy wouldn’t have had its
reason to evolve — and neither would we.
So let’s not remember 2016 as the year that
payments got faster. Instead, let’s remember it
as the year that payments got a reason to get
faster. This wasn’t the Year of the Cheetah —
this was the Year of the Gazelle.

Other gig companies, striving to come through
on that promise and stand out amongst the
crowd, used 2016 to address UX on two fronts.
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Payments 2016: The Year Where Knowing Your Customer Became A

Clear Competitive Advantage For Preventing Fraud
Pervasive internet use and the proliferation
of smartphones have opened the era of
cashless eCommerce. In this era, merchants
provide a wider range of payment options
to a wider range of customers. However,
as digital payments grow at a staggering
pace, so do fraudster efforts to siphon off
some for themselves. The rise of card-notpresent (CNP) fraud is reaching new heights
with the adoption of EMV for card-present
payments, the growth of eCommerce, and the
unfortunate breadth and frequency of data
breaches.
While increased digital transaction volume
may be enough to throw some businesses off
their game as they try to find the needle in the
haystack, fraudsters are also evolving their
tactics, making them even harder to detect.
Online commerce needs to deal with stolen
cards, friendly fraud and even valid credit
cards that are the result of account origination
fraud. Fraud rings that used to specialize in
counterfeit card fraud are now focusing on
identity theft that enables them to perform
new account origination fraud. With valid
stolen identities or carefully crafted synthetic
identities, fraudsters can get issued valid

credit cards, which ultimately end up being
used for fraud. Fraud is getting much harder to
detect.
With traditional techniques of fraud prevention,
a business might use manual methods to try
to keep up with fraud. This is tough because
manual processes cannot keep up with
high-digital volumes without adding more
employees, which increases operational costs
and may lead to loosened risk standards and
losses that eat up profits. Then there’s the
matter of uneven analysis resulting from the
gap between the best analyst to the newest
one and the lack of information sharing that
can make cross-transaction trends harder to
detect.
Fraud prevention technology can address
many of these issues. Automation can lead
to around-the-clock efficiency with the quality
of your best analyst. Making sure that the
increased transaction volume doesn’t send
your expenses through the roof. With the
advantages of software as a service, machine
learning and even artificial intelligence, trends
can be seen across transactions and over time
more effectively.
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Clear Competitive Advantage For Preventing Fraud
However, traditional fraud prevention
technologies can’t address fraudsters’ evolving
attack models. The risk management game is
moving toward understanding who is behind a
transaction. Solutions that use few attributes
as proxies for identities such as device
fingerprint, ZIP code or email address are not
sufficient to detect the average fraudster, let
alone to detect the sophisticated ones.

From the fraud prevention perspective, the
identity behind a transaction is securely and
privately compared with those that have
already appeared across the identity network
and are risk-scored to ensure that real trusted
users are fast-tracked and those suspicious
unknown are carefully evaluated.

The identity economy will be powered by
platforms that allow companies to keep up
The more you know about the identity of your
with ever-increasing transaction volume
client, the easier it will be to assess the risk of while shifting the advantage to the business.
a payment transaction.
Fraudsters won’t be able to hide behind
volume, disjointed systems or complex
In today’s identity economy, where knowing
schemes. Data will be the driver that identifies
your client is essential to gaining a competitive the good guys with whom businesses want
advantage, companies build digital user
to work and the bad guys who need to be
identities that are far better than their physical/ stopped or carefully reviewed. And in the
analogue equivalent. These identities are
identity economy, businesses can decide the
built from information that they enter via their
level of risk that makes sense for them so that
profiles, transaction information and current
they can expand to new markets or double
usage information and are further expanded
down on their existing customers.
by how their digital attributes behave in
applications outside the company, such as
via social media, the deep/dark web, banking,
remittance and many others.
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Payments 2016: The Year Of... “Hesitation”
Have we ever, in the payments industry, been
at such a point when we have more initiatives
that are good to go and yet it’s generally not
easier to pay at all? We are balancing the
needs of:
•

Convenience and speed against trust and
security

•

Initiative vs. the reality rollout

•

Choice vs. ubiquity

I’ve got more digital wallets than credit cards.
Which isn’t great because every time I go for a
meal, I have to take the card anyway because
I don’t know if the restaurant will let me pay
on my phone. We see technology proven in
mature markets such as in the U.K., with its
initiative for immediate payments, being seen
as unfathomable in others and Money20/20
attendees being asked if they “believe”
immediate payments could actually become a
reality.
EMV is still struggling to win fans in the U.S.
due to the time the card sits in the machine
slowing down the line. Enter faster EMV
with more cost and arbitrary recertification

processes to speed things up and slow
adoption at the same time.
It’s not technology that is holding us up. It’s
how we implement it. How we “assume” what
customers want as the payment industry and
then how we shake our heads in disbelief
when people won’t adopt it in the way we want.
As an industry, are we providing solutions and
then looking for problems? I’ve read 10 books
on blockchain this year, so I rest my case.
Maybe people don’t care how they pay as
much as we think they do. Maybe they just
want to pay, like I do when I can’t get a waiter’s
attention and I’m in a rush.
Genuinely useful immediate payments are
proven yet painfully slow to get international
acceptance. I don’t anticipate consumers
ticking the “Yes, I would prefer to wait 3-5
working days” option box once offered
a choice. Other than cajoling banks with
legislation, is there another way to get them to
share their consumers’ enthusiasm and spend
some of their cash on getting their legacy
systems to doing something else they were
never engineered to do? It has to give, though.
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Millennials (and I use this term with caution)
aren’t very tolerant of “lame” technology. And
waiting five days and paying fees to move your
own money is pretty lame.
Change is coming, and it reminds me of the
early days of the internet. Everyone in the
industry knew how it worked, but no one
outside did or cared — until someone bundled
it up and came up with usable browsers and
content people wanted. Then it took off like a
rocket.
Unlike the internet, however, a lot of the
payments industry is built on 30 years of
legacy systems that it still believes it can
modify just one more time before biting the
bullet and investing in something better.
When the disruptors get their act together and
do something really different, a new rocket
will take off. Payments will be part of it, but
perhaps not in the way we think it will.

Regulation must catch up. I shuddered when
I read the European Banking Authority’s
proposals for “strong” authentication of
transactions over €10. Blunt, one-size-fits-all
restrictions aren’t the way forward. I might
be willing accept some risk to process
1,000 customers in 10 percent of the time.
Legislation needs to be based on how things
work today, not on how they used to work.
I’m not convinced 2017 is soon enough to
see a step change in the payments industry,
but change often comes from unexpected
directions at unexpected times.
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Payments 2016: The Year Of... Major Shifts in Payments
Emerging Technologies Are Finding New
Ground In Payments, Facilitating New
Commerce Paradigms
Recent technology advancements, particularly
in the Internet of Things (IoT), are driving major
shifts in payments. These innovations aren’t
necessarily new, but they’re finding new ways
to change commerce. Here are three key shifts
we’ve seen in 2016.
We’ve Got The Technology. Where’s The
Value?
2016 saw a shift away from talking about
payment technology and toward generating
experiences around payments that offer real
value to consumers and vendors. In Asia,
Alipay allows consumers to pay for everything
they need with a popular chat app. Alipay
allows consumers to order a cab, buy food
and send a gift to a friend, all within the same
app that hundreds of millions of people use
daily to communicate. So if you’re traveling
to Beijing, don’t count on your taxi driver
being able to make change. Expect Facebook
Messenger to follow suit, as they incorporate
retailers into the Messenger experience. Soon,
Facebook Messenger’s more than 400 millionplus users will be able to get alerts regarding

products they might be interested in and then
manage the shipping and all other aspects
of the transaction — including payment — in
Messenger.
These holistic, streamlined experiences bring
customers and businesses closer together.
The challenge with this business model is
getting more retailers on board around the
world. Will they let a third party manage the
communications for them to the masses, or
will they feel the need to own that channel
themselves? Yet, as Asian tourists travel
abroad to popular shopping destinations,
retailers in the United States and Europe will
be forced to follow suit and accept these new
payment mechanisms. And acquiring the
necessary infrastructure for receiving these
payments can be as simple as landing a
properly configured tablet at the location.
Cryptocurrency Is All About Speed.
Bitcoin and other cryptocurrencies have gained
traction with certain groups of consumers
with startling speed. But businesses are
shifting away from a consumer model for
blockchain currencies and finding new utility
for this technology. It’s helping to innovate
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slow-moving transactions that haven’t really
advanced since the early days of the Internet
— invoicing and bond payments, for example.
Typically, a cryptocurrency transaction can
take as long as 20 to 30 minutes — far too
slow for broad adoption in retail currently.
But when a cryptocurrency transaction
replaces an invoicing process that takes
three days to complete, it can innovate entire
business models, not to mention improving
the speed and responsiveness of almost
every business’s supply chain. Expect these
speed advantages to become irresistible to
many businesses. The times to validate these
transactions will shorten over time, but don’t
expect to pay a major retailer by bitcoin in the
coming year.
IoT: From “If?” To “How?”
IoT technology has been on people’s radar for
a while, and the latest projections indicate that
it’s here to stay. There are more than 12 billion
devices already connected, and in the next few
years, spending on IoT technology is projected
to grow at a staggering 16 percent per year,
eventually reaching $1.5 trillion by 2020. In the
same timeframe, the number of connected
devices will reach 30 billion. Now businesses
are beginning to focus on the “how” of IoT:
How will this profusion of connected devices
make a lasting impact on commerce?

Augmented reality (AR) seems to have found
its killer app this year: Pokémon Go. This
AR game, relying on IoT technology, has all
but taken over the world, and it’s already
generating payments galore. U.S. users
alone have been spending $1.6 million a day
in Pokémon Go. Convincing these users to
embrace shopping for physical products using
AR technology doesn’t seem like too much of
a stretch.
Beyond people using IoT devices for pay, the
devices are beginning to make payments
themselves. Connected car technology, for
example, can use GPS and other sensor
technology to automate payments for tolls and
other driving expenses. Instead of asking the
consumer to pull out their phone, download
an app, set up payment information and then
conduct the transaction, a connected car can
handle it all. This same model can be applied
to meters that monitor electricity usage or
a wide range of other IoT devices. It may be
several years before consumers embrace the
idea of their refrigerator ordering milk because
it detected that they’re out, but the road is
being paved.
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Payments 2016: The Year Of... An Incredible Shift In Retailer And

Consumer Expectations

2016 was a year in payments that saw a lot
of change as well as a number of shifts that
are likely to impact the payments ecosystem
in the years to come. If you had to answer
the question, Payments was the year of …
how would you answer, and how does your
answer change your world — and the world of
payments, more broadly?
2016 in payments was the year of an
incredible shift in not only retailers’, but
also consumers’ expectations and behavior
regarding payments.
We as customers live in a world where we
want easy, instant, customized, mobile and
dynamic options to suit our personal situation.
We spend increasingly more time on our cell
phones, and as PYMNTS predicted at the
beginning of this year, our desire to shop not
only online, but on mobile has become very
important. Mobile apps are now dominating
how we shop, and with same-day delivery
or in-store pickup being offered to suit our “I
want it now” need, personalization and options
when the consumer wants are of utmost
importance. Payment integration in messaging
apps allow further options to integrate in

consumers’ lives in a frictionless manner.
Mobile payment apps have made good inroads
into the market in 2016 with more acceptance
in both developed and developing markets (we
see areas of the developing world looking to
leapfrog starting with the traditional payment
options and jump into mobile payments
directly). Cross platform in-app payment,
where the consumer has the checkout device
in their hand already, is still in its infancy in
market proliferation, but already we have seen
many large operators move to adopt and stay
ahead of the competition to better serve their
customers.
My company is in loyalty, or behaviou
incentivization. We leverage blockchain
and smart contract technology to create a
universal network for the industry. These
are two topics I see as very important in
developments throughout 2016.
If the web is the internet of information, then
blockchain is the internet of value. The two go
hand in hand from a payments perspective.
While blockchain has been around for a few
years prior to 2016, this was the year where
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the technology really became separated
from bitcoin in the eyes of business and
commerce. The near-frictionless transfer and
storage capabilities of blockchain and the
“commodization of trust” provide operators in
payments with a blank canvas of possibilities
in which to grow.

program, create enormous efficiencies within
their network and target their consumers in
a far more effective way in order to increase
revenues and brand loyalty.

What I take away from this year in payments,
and what we see technology enabling the
consumer to do, is the focus’ shift back to
Blockchain is still very much in discovery
the convenience of the individual. The ability
stage for financial applications, so I predict
for a large company to customize and work
we will not see mass roll except in a number
with individuals wherever they may be is ever
of obvious cases. This gets me onto my main
increasing, but at the same time, the consumer
focus: loyalty. PYMNTS predicted at the start
is becoming more aware of companies having
of this year that “loyalty will become payments’ their personal information and wanting to
killer app,” and we believe that major in-roads
protect their privacy, so there is a fine line
are being made.
that needs to be established. As more of our
lives and payments details are online, so, too,
Whilst the payments industry as a whole
is the threat of cybercrime and the need for
has experienced constant innovation, the
protection. Looking to the future companies
loyalty aspect of the industry has gone
will need to balance privacy and data-enabled
through relatively little to none in the past 20
optionality to match consumer values.
to 30 years. This is changing now. With the
capabilities being offered through Loyyal’s
blockchain and smart contracts, operators are
able to drastically reduce operational cost of a
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Payments 2016: The Year Of... Ubiquitous Real-Time Payment Settlement
2016 was the year that the United States
took a step toward a commitment to
ubiquitous real-time payment settlement.
The Federal Reserve Bank has led us to
this place, and it is not a moment too soon.
When you measure this development
against the recent Association for Financial
Professionals survey showing that B2B
check payments by corporations have
actually increased in the past few years, you
realize that, for commercial payments, we
haven’t had an effective alternative to paper
checks.

of payments to take advantage of early pay
discounts, optimize cash flow and reduce
exposure to rampant check fraud.
But does the emergence of a true realtime payment settlement rail mean that
commercial checks will finally start
their decline? Not if we don’t address
the attendant issues of security and
tokenization, of ensuring that ubiquitous and
easy access, and preventing deeply rooted
parochial interests seeking to protect other
revenue fiefdoms.

Real-time payments have real benefits to
corporations — enabling more precise timing
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Trust Converged

As payments continue their digital and mobile
transformation, 2016 became the year that
new methods of identity verification and
authentication in the mobile channel became
critical to success.
Consumers are asking for more mobile
payment options. A recent report by NTT
DATA suggests that a third of consumers
expect mobile money to dominate within a
decade, with the U.S. and Europe leading the
charge. Likewise, a recent report by Ovum
predicted that the total global transaction
value generated by P2P mobile money
transfers will increase to $300 billion in the
next three years, driven by 1.6 billion end users
making domestic as well as international P2P
payments.
This increased appetite for mobile payments
and mobile remittances on a global scale is
a big incentive for payments companies and
financial institutions to implement secure
and mobile-optimized identity verification
processes that keep valuable mobile
customers engaged; are inclusive of key
demographics driving this mobile explosion
such as millennials, the unbanked and those

new to the U.S.; and also meet the growing
ID verification requirements under ant-money
laundering (AML) regulations.
Data breaches continue to rapidly multiply; by
just the first half of 2016, we saw 974 reported
worldwide breaches, when over a half billion
records were already known to have been
compromised. As a result, authentication
and identity verification practices that rely on
data only, such as passwords and knowledgebased authentication questions, have been
scrutinized and are largely seen as no longer
sufficient. Close to 75 percent of companies
surveyed are planning to move away from
relying on passwords for this very reason.
In response, financial services providers
have ramped up their efforts to satisfy the
increasing demand for more convenience
and speed of mobile-first users in a way that
seamlessly mitigates risk and creates trust.
With this in mind, financial institutions have
invested heavily in biometric authentication
user experiences.
Biometrics is not new territory for the financial
industry; it has been in exploration for years
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to reach widespread acceptance in 2016. The
global rollout of Mastercard’s “Selfie Pay” and
Visa’s multifactor biometric authentication
experience are a great example of this need to
make payments faster and more convenient
for consumers and still safer for financial
services providers.
Biometrics are perceived by both consumers
and financial institutions as an ideal enabler
for validating mobile transactions, especially
when compared to more traditional options
such as passwords. Based on the proliferation
of mobile devices and the convenience these
offer, Goode Intelligence predicts 1 billion
customers will use biometrics to access
banking services by 2017. Furthermore, the
accelerated rollout of biometric-enabled
banking will virtually make biometrics
accessible to anyone with a smartphone.
Reached this point, it’s worth recalling that
an often overlooked key to facilitating secure
biometric authentication is enabling a strong
identity verification process.
It’s critical for financial institutions to offer
a simple and effective user experience
that enables the association of the face or
other biometric traits used for biometric
authentication with the authorized individual,
more so when trusting the immediacy of
the mobile channel. Allowing end users to
complete that biometric association step in
seconds is possible when using technology

such as Mitek Mobile Verify, which leverages
the camera on the consumer’s smartphone
to scan their photo ID and combine the data
extracted with some form of biometrics,
providing an authentic and verified digital
identity that can be used for ongoing
authentication. This shifts the paradigm of
both identity verification and authentication
away from the old reliance on “what you know”
factors to a more secure future of “what you
have” and “who you are” factors.
Taking into account that the number of
mobile banking users globally is forecast to
double to 1.8 billion over the next four years,
representing over 25 percent of the world’s
population, and despite high uncertainty on
how the biometric market will evolve in the
next few years, expectations are encouraging.
For example, at Mitek, we have seen how
banks that have incorporated biometric-based
authentication into their mobile payment
process are already enjoying increased
approval rates, improved cardholder loyalty
and a stronger fraud protection.
Over the last 12 months, financial institutions
and payments companies have improved
security, expanded their mobile offerings
and rolled out digital commerce capabilities
that will spur changes in consumer payment
behaviors, giving way to more engaging and
secure user journeys and better means of
ongoing biometric authentication.
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Getting into 2017 and considering how
consumers become more aware of the need
to safeguard their personal data without
sacrificing convenience, we anticipate to see
a greater deal of identity verification solutions
that combine the latest advancements in deep
learning and artificial intelligence to provide
more trust in the digital space.

Additionally, the adoption of biometrics will
make the whole identity verification process
faster and more secure, adding a second
factor of authentication and making it easier
for banks and financial institutions to comply
with current and upcoming KYC and AML
regulations.
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Payments 2016: The Year Of... Omnichannel Commerce
When a buzzword starts to sound outdated,
we know it has become mainstream.
Omnichannel is no longer a trend or a
prediction — it’s the new retail reality.
For years, analysts and thought leaders
have been predicting a future of seamless,
omnichannel commerce, citing the emergent
role of mobile commerce, shifting consumer
patterns and the aggregation of data to
recognize more accurate buying behavior.
All these elements are still absolutely key to
tomorrow’s retail landscape. So why was 2016
the year omnichannel commerce came to
fruition? Because we’ve stopped talking about
channels altogether.
The Future Is Now
It might sound like a cliché, but the reality
is that the “future landscape” we’ve all been
planning for has arrived with a bang. Retailers
are acutely aware that omnichannel is no
longer an objective — it is the very groundwork
to success. Commerce is not limited to
channels or platforms, countries or continents.
Consumers aren’t just present on mobile,
desktop or in-store, and they aren’t domestic or
cross-border. Consumers are everywhere, at all
times. Retailers are adapting to this new global

mindset, and fast.
Retail Is International, Physical, And Virtual
Alibaba’s Singles’ Day in China, generating $17
billion in one day this year, was the culmination
of a global omnichannel year in action. Only
a couple of years ago, it was solely a Chinese
digital ecommerce event, largely unheard of
in Western markets. Now a third of all Singles’
Day sales were generated from foreign
merchants and consumers.
Moving from the “traditional” marketplace
model of Singles’ Day, this year Alibaba
bridged the online and offline through coupons
and other in-store traffic-generating initiatives.
On top of this, we saw a new virtual reality
slant, optimizing a Pokémon Go–style game
for customers to redeem prizes and offers.
This wider casting of the net, a step back
from pure digital to also physical on the single
most lucrative commerce day in the world,
epitomizes the year of omnichannel.
Contrary to decade-old belief, future retail
is not simply electronic — it is also physical,
virtual and international. This theme will
undoubtedly ripple through to 2016 holiday
sales in the U.S., Europe and beyond.
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The Year Of The Consumer
The year of omnichannel is another name for
the year of the consumer. Shifting behavior
in 2016 dictated how retailers crafted their
future strategies, forcing them to think beyond
channels and platforms, visits or sessions.
The end-to-end consumer journey is influenced
by countless connections, touch points and
conversations. These interactions are now
on customers’ terms and timeframes and in
their comfort zones. The customer will interact
with a brand multiple times before making
the decision to purchase, rendering the final
channel far less significant than the entire
journey.
The age of aggressive sales has passed, and
from its ashes the empowered consumer has
risen, deciding how, when and where they will
make a purchase. To sell effectively to this
consumer set, merchants must first identify
and locate their customers, engage with them
and bring them a meaningful, fulfilling user
experience. Maximizing revenue with this
flexible, open mindset can only be achieved
through data.
A Data-Driven Payments Landscape
Each customer leaves a specific digital and
physical footprint, giving valuable insight into
their preferences and behavior. Aggregating
this data on a larger scale illustrates

patterns and trends across specific subsets
of consumers. This information has been
collected for years, but when the Big Data was
first trending, everyone was searching for it but
few knew how to optimize it. In 2016, data was
being used in more intelligent ways, predicting
consumer demand. The largest harvesters of
data, the social networks and major search
engines, finally know what you want before
you do.
This powerful information was the key to the
modern consumers’ brain — it is the means
to keep the customer in control by presenting
them exactly what they want, at precisely the
right time, under their perfect conditions, while
also optimizing budgets and saving money on
the bottom line. Big Data is another outdated
term, as today it is a given in the retail industry.
So 2016 was the year of omnichannel, but how
do we know? Because omnichannel itself as a
concept or strategy is fading into the distance.
We’ve spent time predicting it, discussing it
and advising on it, and now merchants are
doing it. And it’s exactly at that point that it’s
no longer a buzzword, it’s a rule. Omnichannel
is the new retail reality.

© 2016 PYMNTS.com all rights reserved

36

Synchrony Financial
Senior Vice President, Business Relationships and Innovation

Florin Arghirescu

Payments 2016: The Year Of... The “Ecosystem,” Redefined
Technology disruption continued its significant,
rapid and relentless journey throughout 2016,
making it clear that we are in the midst of three
major concurrent inflection points: changes in
retail, FinTech disruption and a demographic
shift in purchasing power.
Use of technology in retail is no longer a trend,
evidenced by a proliferation of solutions in
2016. The number of retailer touch points
to engage with consumers is growing,
and new experiences are constantly being
introduced. The use of deep data science and
artificial intelligence (AI) is paving the way for
more contextual promotions, virtual reality
technologies are becoming more affordable for
virtual product demos, and customer experience
expectation is driving the need for a more
seamless checkout process.
Most of this disruption is driven by the concept
of frictionless payments, which has now
morphed into customer engagement and how
to solve for the entire commerce experience,
well beyond specific payment technologies.
In 2016, consumers’ acceptance and use of
multiple devices for commerce activity grew
at a rapid pace. Technology such as voice, buy
buttons, home automation and other connected
devices led to multiple engagement models
without a dominant infrastructure, but rather an

ecosystem driven by consumer data, customer
experience and use of AI.
The point of sale (POS) is also changing the
engagement model. Innovative POS companies
like Poynt and Clover are reinventing the most
painful point of the shopping experience: the
checkout process.
Online and offline worlds have meshed even
further and faster where segments like coffee
shops and retail are adopting mobile payments
capability directly into their native. Retailers’
native applications are expanding, allowing
users to engage with the brand and content instore while enabling targeted and personalized
push notifications for repeat visits.
In 2016, retailers adopted the use of multifactor
authentication to allow payment authentication
via Apple Pay, Samsung Pay and others.
Retailers are improving the customer experience
even further by including in-store mobile selfcheckout, which can now complete the physical
checkout at a much lower cost while driving a
consistent experience in the native application.
The payments ecosystem is being redefined. In a
world where new technology becomes available
and commoditized quickly, customer experience
and agility will drive the transformation of
commerce and brand interaction.
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Payments 2016: The Year Of... Capitulation
The year 2016 was the year of capitulation by
FinTechs to the traditional banking industry.
Truth be told, the word capitulation might be
a bit harsh, but no harsher than the words
used by financial institution (FI)–competing
FinTechs that rattled their sabers during the
first years of this decade, vowing to disrupt
every FI in sight and render them irrelevant.
What I witnessed during the past year is
a pivot by many of these FinTechs from a
posture of “Watch out, Mr. or Ms. Banker, I’m
going to eat your lunch” to “Let’s partner, my
friend!” Reasons for the change? There are
probably many, but these are my top bets:

rounds of funding before hitting pay dirt.
So, why are FinTechs ditching their goit-alone models in favor of partnering
with FIs? Well, to quote legendary bank
robber Willy Sutton, “Because that’s where
the money is.” Don’t get me wrong — FIs
are squeezing every dollar they sink into
technology. But they also recognize the
value of outsourced solutions, making
them good prospects for buying promising
FinTechs or partnering with them as
software-as-a-service (SaaS) or platformas-a-service (PaaS) providers, where each
can bring its expertise to the table.

1. Tighter funding. FinTech investment is still 2. Regulation. Bankers live and breathe
strong but slowing, making funding harder
regulation and over the years have
to get. A third-quarter CB Insights Pulse
developed the expertise and capacity to
report says venture capital investment
comply even in our complex and changing
in FinTech companies has dropped
regulatory environment. Looking at
globally 52 percent year over year. Today’s
banking from the outside, many FinTechs
investors are pickier, looking for quality over
seriously underestimated the burden and
quantity, and more skeptical, realizing from
cost of regulation or perhaps even failed
experience that FinTechs generally aren’t
to recognize that their activities put them
one-to-two-year flips. In fact, the timeline to
under the regulatory umbrella. But with
profitability may be five to 10 years down
the always-present specter of an activist
the road — and it may require multiple
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and aggressive Consumer Financial
Protection Bureau and a wakeup call in
the form of a $100,000 civil money penalty
against Dwolla for a data security lapse
in which no consumer harm was proven,
FinTechs, it seems, have gotten religion.
And sometimes when the hurdle is so high,
it’s just better to join them than to try to
beat them — in this case, letting banks do
what banks are good at. I’m not missing
the irony, however, that regulation — a huge
challenge for FIs despite their experience
and coping mechanisms — is serving as a
barrier to encroachment by FinTechs.
3. The realization that banking is hard. I’ll
also hazard a guess that many FinTechs
now seeking partnerships with FIs didn’t
realize that banking is just plain hard. In
addition to the regulatory issues, there
are myriad additional issues — ranging
from getting access to the “rails” to route
transactions to security and fraud, not to
mention the cost of customer acquisition
and customer service. Do FinTechs want
to reinvent all that infrastructure (even if
it’s in the cloud) and assume day-to-day
responsibility for functions like customer
care? Many are coming to the realization
that they don’t and shouldn’t. Again, let

banks do what they know and do best. To
wit, even the much-touted Moven bank
alternative appears to have transitioned
from a B2C focus to a B2B focus.
4. Banking isn’t revolutionary. FinTechs
looking to displace FIs also, I believe,
underestimated that change in how
consumers manage, save and spend their
money is evolutionary, not revolutionary.
The success of PayPal notwithstanding
(which didn’t happen overnight, by the
way), consumers are protective of their
money, and mass adoption doesn’t happen
instantly — even if a new solution offers
advantages. This doesn’t mean consumers
won’t change; clearly, they will. But change
occurs on users’ timelines, which FIs are
better able to weather than FinTechs.
Partnering and cooperation between FIs
and FinTechs is the inevitable outcome of
a period of intense technical innovation. It’s
good for FinTechs to have the resource of FI
partners so they’re not reinventing the wheel
and potentially making mistakes that get them
into regulatory hot water or, worse, mishandle
people’s money. And it’s good to recognize
that standalone FinTech unicorns, such as
Stripe and Square, are the exceptions, not the
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rule. This wave of partnership and cooperation
is an even a better outcome for FIs that need
a continual infusion of new thinking and new
technology that’s doesn’t always come out
of an in-house operation — no matter how
forward-thinking an FI’s IT group strives to be.
So does all this change my world? Well, yes
and no. Yes, in that FinTechs and FIs are now
talking in a way that may facilitate progress
instead of gridlock. And no, because Urban

FT was founded as a white-label solution for
FIs, so our message is the same as it’s always
been: We’re here to serve our banking partners,
not to compete with them.
A new chapter is unfolding, written on the trials
and successes of the past years. That’s what
real innovation is all about.
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Payments 2016: The Year Of... The Chip
The year 2016 saw a sea change in the
payments landscape. With the EMV liability
shift taking effect in October 2015, the part of
the merchant community in the United States
that hadn’t migrated to EMV saw chargebacks
for counterfeit card fraud skyrocket. This led
those merchants to significantly accelerate
their EMV implementation programs. At the
same time, many merchants that had migrated
found their implementations resulted in
much slower checkout experiences for their
customers.

In response to the chorus of voices
complaining about this situation, the global
payment networks began releasing guidance
on faster chip processing methods. These
come out under the names “Quick Chip” and
“M/Chip® Fast” with the goal of optimizing
the cardholder experience and reducing
the amount of time the card was in the
terminal and the customer was in line. While
these initiatives are expected to provide
improvements at the checkout, they came
too late for many merchants who were
already live or in the midst of deploying their
This slowdown at the checkout resulted from
newly certified “standard” EMV solution.
a number of factors, including inefficient
Another consequence of the dismal checkout
code designs, excessive screen prompting
experience (which was not necessarily
and unclear messaging to the customer.
intended but not unwelcome, either) was the
Cardholders were unsure of when to swipe and uptick in the interest of contactless payments.
when to “dip,” when to insert their card even if
they knew to dip, where to dip their card, how
Contactless payments, which had been close
long to leave their card in the terminal and the to being declared dead a few years ago, got
difference between the two “debit” prompts
a boost from not only the rocky EMV rollout
they would often see at many merchants. The but also the announcement by Apple to
negative cardholder experience was further
support NFC in its iPhone products. Banks are
exacerbated by the substantial differences
beginning to showing interest in issuing dualconsumers would experience from one
interface cards (cards that can be used in a
merchant to the next.
contact or contactless mode).
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In the meantime, various merchants decided
the best place to address their EMV concerns
was in the courts and began launching
lawsuits at the payment brands and major
issuers.
Although the chip dominated the headlines
in 2016, the inevitable march toward full EMV
adoption exposed other payments security
concerns — concerns around the things
that EMV doesn’t address, such as card-notpresent fraud and securing the card data itself.
While EMV will most certainly clamp down
on fraud at the card-present point of sale,

it will also most certainly drive fraud to the
online eCommerce channel. Also, reducing the
fraudulent use of card data doesn’t prevent
the actual theft of that data. To address these
significant and growing threats, many in the
payments industry have turned their focus to
tools like tokenization, the next generation of
3-D secure, device authentication and geofencing to not only improve security but also
reduce friction during online checkout. As the
noise of the EMV migration fades over the
horizon, 2017 will be known as the Year of
Security.
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Payments 2016: The Year Of... Partnership Via API
How many meetings or conversations did
you have in 2016 that rallied around the
statement, “We have an API that …”? From
CEOs to sales directors, from startups to
traditional companies, from payment networks
to pretty much everyone, we have simplified
the solutions of the payments world to an API.
Generally, these APIs are immediately viewable
and testable through portals, which make
the dreaded “can we integrate” conversation
a thing of the past. More important, APIs
have given rapid rise to developing crosscompany partnerships that have erased many
of the lines between startups and traditional
companies as well as competitors and
partners.

Imagine harnessing the power of both
emerging FinTech companies and traditional
powerhouses. The same transaction can
see a lifecycle that touches multiple partners
seamlessly and leverages the unique value of
each partner. In the past, any type of “multihop” transaction flow was about the alteration
of message formats, whereas now this type
of multipartner transaction is consuming
business services from each of the providers.
Those business services represent the real
value of each of the companies involved in
that transaction, and the value of each service
provider is clearly known versus being the
only option that was part of a monolithic
transaction flow.

Partnerships and APIs have broken the
The key innovations that are driving this
traditional roadblocks by decomposing
change include:
services into micro-services that work together
to create a total solution. In the past, all of this 1. APIs, specifically those that represent
decomposed services. With direct access
would need to come through integration to one
to these APIs, code samples and online
company. Now, companies can collaborate
documentation, the ease of sandboxes and
to provide a service made up of their microtesting, the industry has never had better
services working together for the end client.
access to micro-services.
This gives a best-of-breed approach, which
enables innovation and legacy services to
coexist.

© 2016 PYMNTS.com all rights reserved

43

Payments 2016: The Year Of... Partnership Via API

2. Security. Tokenization and network
tokenization have given rise to making
much of a payment transaction payload
as being “valueless” to those who commit
fraud. While an important advancement in
and of itself, this has enabled transactions
to utilize multiple providers and multiple
micro-services without needing to only
be processed behind the big firewall of a
single provider.

partnerships that utilize the micro-services
that APIs provide, we can deliver solutions
more rapidly, improve solutions without
significant rework and create the value unlock
that our clients need.

We spend a great deal of time getting to know
the specific pain points of each of the vertical
markets we serve and remain focused on
developing the right solutions for each. We
don’t believe we need to invent in all of these
3. Platforms and software as a service. The
solutions, as we can partner with others who
whole concept of on-demand services
complement our own capabilities. This has
enables the ability to select specific micro- driven us to be specific in the solutions and
services from providers and associate
corresponding set of APIs our clients need
value and corresponding expense to each
to utilize to solve the needs for their markets.
one. This is like being able to select the
While they are simple to use, our APIs are
channels you want from your cable provider also specific to solving problems rather than
versus the full package.
being generic and requiring a client to try
to determine how to use them. Instead, we
4. Cloud hosting and virtual connections. The believe our APIs should be directly apparent
speed of consuming micro-services is key. and directly applicable.
With so many providers no longer hosted in
legacy data centers (how many times have In looking back, I think 2016 will be viewed
you heard, “We use AWS; how about you?”) as a significant turning point in payments.
and the removal of hard-wired connections, The openness of the ecosystem and the
the latency in calling and sequencing
partnerships that span traditional and new
transactions across these micro-services
companies to deliver solutions have seen
has been made possible.
a pivot. The closed-walled environments
are going away, and the open but secure
As a FinTech company, we continue to partner environments are providing for new
with traditional players and other new FinTech partnerships that maximize value. This will be
companies to deliver the specific solutions
the basis for the future of payments in years to
that large, vertical markets demand. With
come.
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PYMNTS.com
PYMNTS.com 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.
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