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The global e-commerce market continues to grow, and is expected to account
for 23% of total retail spend by 2027
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E-commerce Market
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The future of e-commerce is shaped by technological and regulatory changes I I

4

edgar,
dunn &

COMPANY

Technological Trends

K Advanced Payment Methods
% In-app Payments

* Open Banking

and Marketplaces
» Payment Orchestration Platforms

¥ Artificial Intelligence

QAug mented Reality

N

* Direct-to-Consumer Business Model

/

’
Regulatory Changes

K Payment Service Directives (PSDs) \

* Electronic Money Directives (EMDs)

* General Data Protection Regulation
(GDPR)

® Electronic Identification And Trust
Services Regulation (elDAS)

* Digital Euro

* Digital Markets Act (DMA)
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Advanced Payment Methods

Advanced - Alternative — Appropriate
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~ Advanced Payment Methods (APMs) have gained greatest adoption in Asia

Pacific region
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— in Europe and North America, payment cards continue to
maintain significant relevance but this starting to change

E-commerce Transaction Values - By Payment Method in 2022
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APM:s increase choice for consumers and help to capture new consumer I
segments

Local APMs Payment method
e N
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APMs are expected to account for 75% of the global transaction values in 2028

E-commerce - Global Transaction Values
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In-app payments
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Today’s connected consumer centres their life around their smartphone

Consumers use their smartphone
as the primary device for

® Advertising

* Targeted notifications

* Product research & comparisons
* Brand engagement

* Completing a purchase

* After-sale servicing
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In-app payments enable consumers to pay for products or services within the
merchant’s mobile application

Advantages of in-app payments:

Higher » An easier payment process decreases the chances of cart
1 conversion abandonment
rate
Quicker % Some in-app payment solutions offer A2A payments
settlement
Improved % Customer retention and engagement increase with a simple payment
retention process

Uber deliveroo
easyJet

Ehe New Jork Eimes
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~The future of e-commerce is expected to evolve into a technological platform
for consumers upon which a multitude of distinct app will be integrated

* Consumers can pay within

* Possibility of choosing and using
the merchant’'s mobile app

the digital wallet from the
platform, convenient in some use

_ cases, e.g. company expenses via
payment cards

In-app payments

Mobile wallet

' * Additional services, such as
4 Tooclis and S(lerwcgs III dynamic currency
used to analyse data . _ conversion, bill payments,
and generate ir}sights Data analytics Super App variable recurring
e.g. digital receipt payments, etc.
management

Payment Loyalty
orchestration programmes

* Technologies
facilitating the flow of
payment data

% System that
manages customer
loyalty and rewards
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Open Banking
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What iS oPen Banking? Open Banking enables financial service providers to access banking data

through application programming interfaces (APIs)

Wealth
Managemen

Open Open
Finance Data

Asset
Managemen
t

are needed to create a level playing @ Healthcare
field
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Payments

Ongoing regulatory oversight and
collaboration between stakeholders
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There are several advantages of Open Banking for e-commerce
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Cheaper payment
process

(compared to payment
cards)

Advantages

higher than 95%* L0
e-commerce

Authorisation rate

Higher
security
less fraud

Source: * PYMNTS - Card payments’ authorisation rates are between 75%-82%

Instant funds for the
merchant & instant
refunds for the
consumer

Challenges of Open Banking

Lack of awareness

Distrust & perceived risks

Differences in geographical coverage &
cross-border issues



Direct-to-Consumer business model and Marketplaces
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Many brands are combining traditional sales and distribution channels with I
direct-to-consumer (D2C) e-commerce websites

Brands using D2C e-commerce channels Innovative D2C e-commerce channels

_______________________________________________
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However, marketplaces are anticipated to be the fastest-growing retail
channel, reaching almost 60% of the share of global e-commerce sales in 2027

Marketplace Sales Share of Global Ecommerce Sales
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Payment Orchestration Platforms




Merchants built and maintained multiple connections to payment providers,

gateways, Acquirers and APMs
[ PSP Gateway ] [ Acquirer J [ PSP Gateway ] (

L Acquirer J
f Merchant b / f )
APM

Before Payment Orchestration I I I
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= i : , \
\ Acqui
\ @ D ) \/ \ cquirer )

[ PSP Gateway ] [ Acquirer J [ PSP Gateway ]
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It connects the merchant to multiple payment providers, gateways, acquirers and
APMs through a single API

W
Payment orchestration is a technical middle layer I I I

PSP Gateway Acquirer PSP Gateway
Acquirer
s R )
Merchant " Payments Orchestration Platform ) [ )
I l . J
m Routing Settlement - N
@ D Acquirer
\_ ) . J
APM

PSP Gateway Acquirer PSP Gateway

A Payments Orchestration Platform determines how best to route a payment transaction from the merchant’s checkout through to
’edgar, bank settlement, increasing the conversion and therefore maximising the merchant'’s sales
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A long list of POP providers...

Some highlights from the EDC POP database:

4 providers offering 44 Agnostic Standalone 1 O Full Stack
payment orchestration Fintech Companies providers

82 years - average age of
the standalone POPs

Head office locations $700m to $7 50m

1 0 London Investment announcements in the last 5
years (in the public domain)

5 Amsterdam
1 2 Rest of Europe — $ 1 o 5 b
Estimated total investment in
2 7 Rest of World orchestration services in the last 5 years
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There are three implementation models: in-house, full stack and

agnostic orchestration services

In-House

Solution

ORCHESTRATION
SOLUTION POWERED
IN-HOUSE BY THE
MERCHANT
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Full Stack
or

Integrated Solution

Agnostic
or
Standalone Solution
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Artificial Intelligence
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~ Predictive Al is impacting the e-commerce landscape by delivering value- I
added services for both consumers and businesses directly

Chatbots Personalised Offers Virtual Assistant

€« % Decathlon UK o
< N 8 Product support N etf | | X
Vo i - ~
Q | oA HELP WITH RODUCT
fs Q R ¢ @ L - Not Sure What to Watch?
= Py - ' BAS el e e agazon
et o Mo bl : E== -
| 2 Amazon Alexa’s
o aeromm voice ordering
Sephora
Decathlon
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Generative Al is expected to be used for a range of applications — from fraud
prevention to wealth management planning

Fraud Prevention

ayPal implemented a tool to
tect anomalies in real-time

New payment

Wealth Management

Salesforce is exploring generative
Al for wealth management
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Augmented reality




Augmented reality is already being used in e-commerce, by delivering an
interactive and personalised shopping experience

IKEA Place

Sephora virtual artist |3 Nike Fit
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Other examples
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Chrono24

Converse Shoes




Regulatory Changes




The PSDs, the GDPR, the EMDs and the elDAS regulation have been
shaping e-commerce

Designed to create a single market
for payments in the EU

Regulattion fto r elgct:znigu Proposed directive that aims to
payment systems in the update and enhance the EU
rules put in place by the PSD2

Regulation setting the legal
framework for electronic
signatures in the EU

Data protection regulation that
governs the processing of

’edgar, personal data of individuals within 5
dunn® the EU 2



Where and what will the impact be?

% Strong Customer Authentication (SCA) requirements

. ®» More competition, as banks opened their payment
4 - . . ! . ;
g?\zgg: of new e-money / services to Third Party Payment Service Providers (TPPs)
A

* Increased competition ]

between market participants

0,

¥ Restricted data collection

® Streamlined data deletion process

® E-commerce transactions can be
made more secure and efficient
through digital signatures
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be available to everyone, for free

4

% Physical purchases

% Online shopping
* A2A transfers

2023

* Value-added services

* Compensation model

* Advanced functionalities

* Finalisation of user requirements

2022
% Prioritisation of use cases 1
% Transfer mechanism :
* Settlement model

November 2023
edgar, End of the implementation
du%m & Pﬂase P
COMPANY - Source: European Central Bank

The digital Euro is a proposed electronic version of the Euro currency that will I I

Advantages for e-commerce

$ Cost-efficient cross-border
payments

¥ Merchants will need to accept
it as they do with cash today

2025-2026

Preparation Phase

* Completion of the digital Euro rulebook
* Selection of providers

* Testing and experimentation



With the DMA, the European Commission aims to make the digital markets
fairer

Examples of the new rules

.
— -
’
~ NotPermitted Must do’s
Gatekeeper .
C N
* Prioritise the gatekeeper's services % Allow interoperability with third
Alphabet . parties
* Prevent consumers from connecting
to other businesses * Allow users to access their own data
* Garden walls for the wallet (e.g. * Allow for fee competition for In-App
9 ApplePay/GooglePay) y purchases

Consequences for merchants

Fairer More cc tnc
competition interoperability ) ‘A ’

edgar,
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Summary
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To embrace both the technological trends and regulatory changes will help to
increase sales for e-commerce merchants

To align with consumer
preferences

@1
= O

Embrace

/ - \
- Stay Prepare for PN . . .
Compliance ensures data informed and Open T Partnerships with banks will
. comp 1an Banki .
security and consumer @i e Rl ==  be necessary to benefit
protection 5 Key from open banking

Takeaways

Diversify

To improve customer experience, @ Leverage Al business (1) Explore and diversify business
operational efficiency and ] models, including D2C and

transaction security marketplaces
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Thank You

Mark Beresford
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