
Back to  
the future  
of payments
Reflections on how banks can  
drive payments innovation



The pandemic changed the payments industry 
drastically and permanently, accelerating  
already percolating trends toward contactless, 
online and instant. In other words, it moved  
the world closer to what we expected to see  
in 2025—a digital-first payments landscape.  
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This change, together with the fact that fintechs and bigtechs are  
rushing to take leadership positions in the world of digital payments, 
has forced banks to ramp up their digital transition plans. 
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While the pace and extent of these moves can seem overwhelming 
(and even a bit scary), we have been here before. As the payments 
industry moved from cash to card, we saw similar patterns. 
Cashless payments forced banks to face a changing landscape  
and decide how they were going to compete. 

Then, as now, banks were in control of their own destinies. In the 
face of today’s challenges, it will be up to banks to decide where 
they will collaborate (with each other and with new players) and 
where they choose to compete.

The customer  
experience 

These decisions will be different for every financial institution,  
but will cover three broad areas: 

The innovation 
arena

The mobile  
wallet 



The world of  
payments has  
transformed
COVID pushed us away from cash and even 
handing over our credit cards. Contactless 
grew 150%1 from March 2019, as all payments 
that could moved online and many in-person 
payments became tap-and-pay. 
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Even cash-focused small businesses jumped onto the bandwagon,  
with those in the US almost tripling their contactless payments  
from March 2020 to 2021.2

There are signs that consumers and merchants aren’t going back.  
Nearly 2.7 trillion transactions, worth $48 trillion, are expected to  
shift3 from cash to cards and digital payments in the next decade. 

This change is happening in an already crowded marketplace where 
differentiation is hard. Nearly every mobile banking app in North America  
is rated 4.8 or higher,4 resulting in a sea of sameness for consumers.  
They no longer distinguish between services coming from a bank and 
those coming from some other provider. They are focused on what  
is easy, what is convenient and what works well with their other apps.  

That’s kicked the door wide open for disruptors. These new players have 
made a significant impact—and enjoyed massive growth—by merging new 
technology with agile development and superior customer experiences. 
Their first foray was into the retail side of payments with services such as 
mortgages (Mojo Mortgages), consumer finance (Trim) and retail banking 
(Ally Financial). But they’re now launching incursions into the B2B side. 

Corporates and SMEs have been a notoriously underserved market,  
due to trailing product innovation and the inability of many incumbent 
banks to provide services that are both relevant and affordable.

Open Banking has given fintechs improved access to markets such as 
B2B payments and lending, with services like omni-channel payment 
processing (APS Payments), short-term loans (BharatPe) and automated 
accounting (Xero).  

Payment acceptance providers such as Braintree are bundling payments 
with other value-added services, such as commerce enablement, which 
are offered via front-end providers like WooCommerce and Magento. 
Other fintechs, like Shopify, have integrated with multiple payment 
providers, like PayPal and Amazon Pay, to offer SME merchants a choice 
of third-party providers. In some cases they have bundled their services 
with in-house payment processes (such as Shop Pay, formerly Shopify 
Pay) to provide SMEs greater flexibility.

All of which threatens banks’  
dominance of the payments market. 



Yesterday’s roadmap 
to the future
The good news is the industry has been here before 
—and it’s risen to the occasion. 
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Reflect on the birth of the credit card. Many consumers  
didn’t have enough cash during the Great Depression,  
so gas and department stores started offering credit.

It was a simple, closed-end system. Today, we would call it private 
label. The digital equivalent in our market is the banking app. It’s 
a closed-end application. 

In the 1950s, it dawned on everyone that having a single card was  
better than juggling multiple store cards. That’s when Diners Club  
and American Express appeared on the scene, making credit broadly 
available and widely accepted. In other words, the first open-loop 
products.5 Today’s equivalents are Apple Pay and Google Pay, which 
consolidate credit cards in one place on consumers’ phones.

In the ‘60s, banks responded by issuing their own cards, like the 
revolutionary BankAmericard. Not only could consumers use it at  
multiple retailers; it was also the first to offer monthly installment 
payments on debt.6 But banks quickly figured out they couldn’t  
compete on their own against Diners, AmEx and other banks.  

The only effective way to scale was to collaborate. Enter Visa and 
Mastercard, which remain pillars of the payments space to this day. 
Differentiation came in the form of the customer experience, allowing 
both the dedicated card companies and the bank-issued cards to thrive.

Banks can use that hard-won knowledge for inspiration today  
as payments are again being redefined. Sometimes it will make  
sense to work together, sometimes to go it alone. 

To continue playing a profitable role  
in payments, banks will have to decide 
whether they should—or even can—
compete against their traditional rivals 
as well as the Apple Pays and Google 
Pays of the world. 



Big technological changes 
will inform choices

The big difference between 
the payments revolution  
of the ‘50s and ‘60s and  
that of today is the speed at 
which change is happening. 
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This is being driven by the pace at which new technologies are 
emerging. Banks no longer have decades to decide their strategy 
and innovate accordingly; at best they’re going to have years.

And enabling digital payments will not, on its own, be enough. Digital 
payments are already almost universally accepted. Globally, they’re 
projected to reach $6.6 trillion in value7 in 2021, 40% higher than in 2019. 

It’s important to remember that although technology is changing  
the experience, human needs have not fundamentally changed just 
because a new payments app lets us easily pay people back for lunch. 
People may write fewer checks, but they’re not spending less money.

In payments, what’s changing is how technology is integrated and  
the speed at which it’s happening. We’re approaching near-instant 
innovation, with fintechs quickly finding weak spots and building 
products to exploit them. Take a look at margins. Banks’ healthiest 
margins are in fees—credit, lending, foreign transactions, currency 
exchange and interchange. That’s precisely where they’re being  
attacked. Technological innovators are working around those margins, 
meeting consumers’ demands and easing their pain points with 
products—like buy now, pay later—that undercut traditional margins.

Neobanks pose a particular threat when it comes to the race for 
customer-focused innovation. These banks grew their customers by  
50% through the pandemic, and their market size is expected to grow  
at a compound annual growth rate8 (CAGR) of 48% from 2020 to 2027.

They’re doing it by making payments fast, easy and convenient for 
consumers. German Open-Banking platform N26 directly integrated  
Wise (formerly known as TransferWise) into its app to offer international 
money transfers with just a few taps on a smartphone. Others allow  
users to access cash from their paychecks a day or two early— 
essentially, payday lending without the stigma. It’s a lucrative field: 
12 million cash-strapped Americans who take out payday loans every  
year, racking up $9 billion in fees9 along the way.



These companies are innovating 
around a payments concept and 
building it out using Open-Banking 
APIs. In the UK, API calls made  
by third-party providers increased  
by a factor of six from 2019 to 2020.10 
But it’s neobank-fintech alliances 
that are stealing the limelight.

Here are a few examples of familiar services in unfamiliar forms:

Everyone is a terminal 
The advent of 2D barcodes and near-field communication 
enables payments anywhere. Whether through Square’s Cash 
App, Venmo, WePay or Interac, it won’t be long before we 
simply unlock our mobile phones and let anyone tap and pay.  
That gives consumers far more options for everyday financial 
services than traditional banking allows. This convergence  
of mobile banking apps and payments is unlocking new, 
virtually unlimited opportunities for banks. 

It starts with our phones, which are morphing into wallets. 
Everything we carried in our wallet is on our phone: payment 
apps, passport, loyalty cards, driver’s license, vaccine records 
and more. The only thing missing is cash—and that could 
change with the emergence of central bank digital currencies. 

Rise of the super app
The super app—a platform where you can shop, pay,  
save and, importantly, bank—is the ultimate disruptor. 
Tech companies are using software to integrate increased 
capabilities and payments, creating super apps and cutting 
banks out of the consumer experience. They’re seamlessly 
embedding payments into customer interactions, creating 
“ambient banking”—an invisible, frictionless layer for 
payments and services.

This all demonstrates that financial services are more essential than 
ever. Demand isn’t waning, it’s just shifting radically. That’s because 
a loan is still a loan, no matter how sexy the packaging. When you 
give money out, eventually you need to get it back. In other words, 
the challengers are not replacing banking services, they’re simply 
enhancing them.  
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WeChat, Tata, PayPal—they’re all looking to own the  
payments experience. Their supercharged financial  
services platforms include shopping, mobile payments, 
budgeting, saving, investing and cryptocurrency in a  
single app, with a focus on excellent customer experiences. 

These innovations are hitting banks so frequently, and from 
such diverse quarters, that it becomes difficult to marshal  
a coherent defense let alone launch an attack of one’s  
own. It may help to consider that most of the disruption  
is happening in three key areas: the customer experience,  
the mobile wallet, and the process of innovation itself.

Rewarding behavior 
Fintechs like Pulse iD and UOB Mighty are using the digital 
wallet, geolocation, real-time data and other technological 
advances on our phones to add value to the consumer and 
SMEs. They’re creating end-to-end rewards systems and 
figuring out how to direct consumers to the best deal on the 
product they want to purchase. Google is trying to go after 
that with ads, but consumers don’t want ads. They don’t want 
more emails. They’ve already got an app on their phones 
where banks can talk to them. Banks can shift their mindset 
and consider how they can stay relevant in a way that follows 
regulations, but adds value to that consumer. Because when 
you add meaningful value, you’re going to get their business.
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The fight for  
the customer 
experience
Banks have been told for years that consumer 
data is the Holy Grail of the new financial 
paradigm. But the inconvenient reality is that 
consumer information, on its own, has very 
little value. 
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What is the worth of the data collected from a social network 
if you don’t have access to the network? It’s the ability to 
change experiences using data that creates value, not the data 
itself. Own the experience and you own the value.

There’s no one solution that will guarantee success. Every bank will  
play to its own strengths. But everyone will have to decide how they’re 
going to participate in the digital customer journey. It’s more than just 
a choice between being a utility player in the back end or owning the 
customer relationship—the truth is, it needs to be a bit of both. 

The key is to decide how to gain ground in the customer experience  
by enabling the specific use cases that will allow banks to provide a 
better experience overall. There are hundreds of use cases, and a  
bank can’t play to win in all of them.

Take Uber for example. A consumer takes a ride and walks away; the 
payment happens in the background. Since payments is such a small 
part of the overall experience, banks don’t need to be part of it. At the 
other end of the scale are things like mortgages. Since a mortgage is 
such a critical part of the home-buying journey, banks may want to focus 
on innovating to hold on to that relationship, owning it from end-to-end.
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Another decision facing banks is whether to compete on their own  
or through collaboration. International remittances is an example.  
Banks may consider partnering with one of the new fintechs or  
networks to process international payments. That would give them  
a co-branded offering that kept their brand in front of the customer  
but eliminated some of the infrastructure at the back end. Doing this 
opens space for the bank to up its game and be more competitive  
in terms of the customer experience.

Other banks may decide to develop their own international transfer 
offerings, like we’ve seen from HSBC’s Global Wallet and Santander’s 
One Pay FX. The question becomes whether banks are enabling the right 
experiences. Anyone with a substandard customer experience will get 
wiped out in the market. We’ve already seen it happen.

Integration and partnerships
In Spain, Caixa Bank partnered with Samsung to create a mobile 
payment product that comes preloaded on the phone—no app  
download is necessary.11 It’s an example of a bank using integration 
and partnerships to access and improve the end-to-end consumer 
experience. On the B2B side, Xero relies on an API-integrated network 
of partners to create network effects, offering its SME customers 
everything from frictionless payments to factoring to reconciliation  
of bank accounts and online invoicing.  

Payments are an innovation playground, 
a space where banks can create products 
and solutions. In other words, payments 
can be used as an opportunity to explore 
new capabilities. 

Banks can partner with consumer brands to create innovative new 
ways to pay. In India SBI partnered with Titan, a traditional watch-
making company, to offer Titan Pay, a contactless, wearable payments 
solution.12 Communications and retail companies can partner with banks 
to offer better services. T-Mobile, in partnership with Customers Bank’s 
BankMobile, offers subscribers a high-interest checking account that 
subscribers can open and manage right from their smartphone.13 T-Mobile 
Money comes with overdraft protection and early paycheck access, plus 
the ability to deposit cash.

Banks could bring payments to life. For decades, they’ve obsessed over 
the look and feel of their cards. But when it came time to create mobile-bank 
cards, instead of taking advantage of the awesome graphic and computational 
capabilities of the smartphone, most of them were content with a flat, 
static image. What if every time a consumer used their mobile card they 
were shown their balance, recent transactions or accumulated rewards 
points in real time? If you had all that, would you ever want to let it go?



Battle for  
the mobile  
wallet
Everyone is rushing to control the mobile wallet,  
because the precious moments before a purchasing 
decision are truly a golden opportunity. 

15 Back to the future of payments  |  Reflections on how banks can drive payments innovation



16 Back to the future of payments  |  Reflections on how banks can drive payments innovation

The same could hold true in payments, especially when you consider 
consumers globally in 2019 spent $35 trillion14 using cards—and the 
explosion of online shopping in 2020 means that number has grown 
since then. In payments, that means owning the payment experience  
so you can influence purchasing behavior. This is what is drawing 
bigtech firms like Apple and Google into the payments space—they 
want to influence trillions spent globally with cards.

When it comes to payments, consumers want them to be simple and 
integrated. To date, that’s been a problem for banks. Mobile banking 
apps were supposed to attract consumers to also make payments.  
But they are too often inconvenient, slow and non-intuitive. Ninety 
percent of US consumers only use their banking app to check
balances.15 That means banks are one API away from shifting 90% 
of mobile banking app usage to the digital wallet. That’s the  
power and the risk of technology. 

Here’s the thing: Google doesn’t make a fortune from search;  
it makes money by being the first in line to influence behavior. 

A good example is banking apps that 
make it easy for consumers to use various 
payment options. Some have “easy add” 
buttons that automatically load a card’s  
16 digits and other data into wallets  
like Apple Pay and PayPal. Those banks’  
products can end up in everybody  
else’s wallets—because it’s so easy. 

There’s no single, killer banking app that will fully meet all the needs of 
the digital-wallet holder. But smart banks are starting to think about how 
to use technology to offer the best of fintechs and bigtechs, and to link  
it to their own strengths. Because they understand that while introducing 
new products is important, so too is integrating them with existing 
offerings that already have critical mass.
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This offers additional benefits to consumers. Say a card needs to be 
reissued because of fraud or loss. The consumer doesn’t have to do all 
the work with each individual wallet, because their bank automatically 
populates the new information. That’s how banks stay relevant: not just 
through what they offer directly, but how they smooth the way, even 
when the customer is nowhere near the bank.

Compete or collaborate? 
At every step, banks will need to decide if they want to compete  
head-to-head, collaborate, or some hybrid of the two. 

There are examples of these different strategies. In Ireland, the four 
largest banks are working together to create a new mobile-wallet 
payment app16 that will compete against Revolut, Apple Pay and the like. 
Consumers will automatically be enrolled in the app, which will have 
all the capabilities found in a super app. Of course, that’s an industry-
wide response that won’t be available to customers outside of that 
small country. But it shows how banks can join forces to find a way to 
compete, just as they did to launch Visa and Mastercard.

A new partnership of Nordic banks is a great example of companies 
successfully changing strategy—from going it alone to collaborating.  
This has allowed them to offer something more competitive: a digital 
wallet available across three countries. Initially, Danske Banke in Denmark, 
OP Financial Group in Finland and a consortium of banks in Norway each 
developed their own mobile wallet app, with varying degrees of success. 

Then, in the summer of 2021, they merged their individual services—
MobilePay, Vipps and Pivo—into a single app, immediately creating 
one of the largest bank-owned mobile payment providers in Europe.17 
The reborn MobilePay serves 11 million users and more than 330,000 
stores and e-commerce sites. By working together, these banks have 
retained both their competitive advantage and their branding.



The  
innovation  
arena
What banks can’t do is simply  
hope the issue will go away.  
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Plenty of players are doing things right. Take note and work from  
there. Copy, improve, repeat. Apple, for example, wasn’t the first  
to create a smartphone, but they made it better and more intuitive.  
What banks innovate doesn’t have to be truly original, it just has  
to be easier, better and more useful. 

Timing is critical in all these decisions. There are some changes that 
are no-brainers, where banks have limited or no choice because the 
market has already moved on. Then there are certain innovations or 
disruptions—such as cryptocurrencies, 5G and central bank digital 
currencies—which are looming on the horizon. The choice becomes 
whether to lead the way, become a fast follower or allow the market  
to mature before stepping in. Each decision has its pros and cons.

Decision time
Deciding on the customer experience you need to create and then 
choosing the ecosystem strategy that will give you the customer journey 
you require is just one aspect. Figuring out how to put it all together 
involves another series of choices, with multiple dimensions to solve 
for. Depending on factors including your business model, risk tolerance, 
ambition and the depth of your pockets, you can buy, build or partner. 

A more proactive approach would be to identify ways to add value 
to and around payments and to improve the customer experience. 
Then innovate. But there’s no need to start from scratch. 
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You could completely overhaul your entire organization, from 
technology and processes to workforce and culture, and create a 
fintech-like experience for your customers. But for many that would 
be too risky, too difficult and would take too long. So instead, they 
might create a separate entity, which would provide the fintech 
experience within the larger organization. Some may look to buy 
tech startups that are already solving customer problems, and build 
on that technology or partner with large platforms that are already 
succeeding in payments.

The banking industry has started along these paths with mixed  
results. DBS Bank is building marketplaces across a vast spectrum,  
from cars to real estate to travel. Its car marketplace generated  
more than half-a-million unique visits in a year, while the property 
marketplace received $223 million in home loan requests within 
12 months.18 Goldman launched Marcus, which offers seamless  
Apple integration, and it’s also been very successful. NatWest’s new 
partnership with Pollinate will help it compete by providing better 
customer experiences. Santander’s PagoFX offers easy international 
transfers to compete directly against Wise.19 Other banks have 
stumbled and been forced to retreat and retrench.



Reflecting on 
the past for  
future success
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To grow in the volatile payments marketplace, 
banks will need to hold their ground and learn 
from the successes of the past. They’ll need 
to reflect on when it’s best to build or whether 
they should instead collaborate. 



This is the same challenge they faced—and overcame 
—that led to success back in the previous century. 
These critical decisions over the next few years will determine  

whether banks continue to drive the incredible innovation  
that has fueled the payments industry—or suffer the decline  

of their consumer-facing brands. If they can get it right, they will  
once again write the story of the future payments industry. 
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