


Essential insights for e-commerce success in new markets

Cross-border e-commerce is opening up a
world of opportunities for retailers. You can
reach out to dozens of new markets, and
find millions of new customers. E-commerce
also puts a world of choice in the hands

of consumers, who think nothing of going
abroad to find what they want. They might be
looking for a better price, a better selection
or better service. Give them what they want,
and the world is yours.

But you need to know what you are getting into. The consumers

in your new markets can behave completelydifferently to the ones
you know from home. You can't rely on experience from your home
market when you are trying to win over and keep customers in
another country. That's why we have produced the Arvato Payments

Review, to provide you with the knowledge and insights you need
when you are expanding into new markets.

How to succeed in cross-border e-commerce

The Arvato Payments Review brings together extensive quantitative
research with insights from our experts to provide the big picture
when it comes to Payment Methods, Risk and Fraud, and Consumer
Behaviour in 14 of the most vibrant e-commerce markets in the
world.

We examined more than 200 primary sources and compiled the
most essential information into a convenient guide to each country.
By combining the figures from a wide variety of research, we could
provide a holistic view - rather than relying on a single source.

Each country guide looks at key demographics and financials, the top
online retailers, legal requirements, and consumer behaviour and
expectations when it comes to things like delivery and returns. We
also look in detail at how consumers prefer to pay in each market,
identifying local payment heroes and the optimal mix of payment
methods.

As well as success factors, it is also important to understand the

downsides. We take a close look at risks in each country in terms of the
types of fraud that can emerge and what you can do to minimise your

exposure.

In addition to the country guides, you can also compare markets in
terms of key parameters to see how they stack up against each other.

Your customers are comparing you with your competitors

Comparison is at the heart of cross-border e-commerce. Smart
consumers shop around, and with online shopping they know of
a better deal with the click of a mouse or tap of their phones. The

research in our Arvato Payments Review confirms our observation that

some markets are more open to shopping across national borders,
while others are more content with their local retailers. Why some
and not others? For some markets, consumers are simply happy with
what they can get locally: the selection, service and prices match their
demands, so there is no need. But there are often other factors that
play into this.
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Arvato Payments Review

Trust is one of the big ones. Consumers who are reluctant to shop
internationally are often concerned about how warranties and
returns will work if they buy cross-border. There might even be
an inherent bias towards local retailers, who consumers perceive
to be more reliable, or faster, when it comes to delivery. Another
important factor here is accessibility: markets such as France and
Germany express a clear preference for sites in their

own languages.

But even in more conservative markets, cross-border shopping is
becoming more popular - when it is done well. It comes down to
providing consumers with what they are looking for: better prices,
more choice, a richer all-round experience. With the most successful
cross-border retailers, consumers don't care if they are domestic

or international: they get what they want, quickly, cheaply and
efficiently.

The key is to remove as much friction as possible, knowing and
anticipating consumer demands and wishes. That boils down

to knowledge and insight into the market. What are the legal
requirements? Do consumers want a site in their own language?
Do they expect next-day delivery? How do they want to pay?

Finding the optimal payment mix

Payments are at the heart of this review. Our research confirms that
local payment heroes are essential for successful business. If you
don't use Carte Bancaire in France, or iDEAL in the Netherlands, or
offer open invoice in Germany, you are not in the game. The insights
we are offering go beyond which payment methods to provide: in
some markets, you would be well advised to work with a local card
acquirer so you don’t miss out on conversions.

arvato
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A local partner can help in other ways. This is especially important
to retailers entering a new market and not only with payments but
also logistics and deliveries, returns and customer service. Many
retailers choose to work with a partner who can help in one or more
of these areas, especially during launch, to assist with local insights
and information, payments, logistics, and even service centres.

It's a sure-fire way to hit the ground running and establish a good
reputation among your new customers.

All this information is vital for you when entering new markets. And you
will find it here. Once you know what to expect, your business will have
a real competitive edge - regardless of where your customers are.

Contact

If you have questions or want to know more about what Arvato can
do for you, you are welcome to contact Emma Solman, Marketing
Manager:

emma.solman@arvato.com
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About the Arvato Payments Review arvato

BERTELSMANN

The Arvato Payments Review provides retailers reports from payments and e-commerce associations such as the Merchant
_ . . Risk Council, facts and figures on e-wallets and other payment schemes and
W|th cou ntrY‘SpeOﬂC mformann on paymeﬂtS providers, and news articles. The Arvato Payments Review also features
and fraud-related tOpiCS in 14 of the most recommendations and advice from Arvato experts in the areas of payment
methods, fraud and risk, and consumer behaviour.
vibrant e-commerce markets in the world
- 13in Europe plus the USA - so they can Arvato Financial Solutions o
Arvato Financial Solutions delivers a complete suite of financial services that
make the right decisions in their e-commerce improve business processes while delivering a better overall customer

experience. Cutting-edge solutions covering everything from risk assessment,
payments and invoicing to debt collection and management ensure
conveniencein every transaction. Part of Arvato Bertelsmann, Arvato Financial
Solutions is Europe’s third-largest integrated financial service provider
specialising in the retail/e-commerce, telecommunications, insurance,
banking and healthcare industries.

payment strategy.

The e-commerce payments landscape is becoming more and more frag-
mented. Not only do payment methods vary from market to market but
consumers are becoming more sophisticated.

finance.arvato.com
Alongside advances in technology, changes in banking regulation
are clearing the way for new players to enter with solutions that
are designed around convenience, safety and simplicity - all heavily
supported by strong mobile adoption and advances in authentication
technology such as biometric identification.
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MMA1

mm< supports large companies in digital transformation and designing
products and processes for an increasingly digital world. Some 50 consultants
provide services ranging from developing connected business strategies and
business models to ensuring efficient operational implementation. mm1's
customers include companies in the telecommunications, media, consumer
electronics, financial services and automotive industries.

In this rapidly evolving world, retailers looking to expand their business
internationally often lack objective insight into local market conditions as
well as relevant advice on payments and risk management. The Arvato

Payments Review provides that insight and advice. mmi.com

Methodology

The Arvato Payments Review has been compiled by Arvato Financial
Solutions, a division of Arvato Bertelsmann, and business consultancy
mm1. The findings are based on secondary research and analysis by
consulting firms such as McKinsey, BCG, and AT Kearney, as well as



How to read this report

Important definitions

Cross border sales: the percentage of domestic and cross-border e-commerce in
a country.

Ease of Doing Business Index: The higher a country’s ranking in the World
Bank Group's Ease of Doing Business Index, the more business-friendly local
regulations are when establishing a presence there.

E-commerce turnover is defined by the Global Online Measurement Standard
for B2C E-Commerce. Accordingly, business-to-consumer e-commerce turnover
includes all online transactions between businesses and consumers on desktop
computers, laptops, tablets, smartphones, and other devices both offline and
online. B2C e-commerce turnover includes value-added tax or other sales taxes,
delivery costs and apps, but excludes returns.

eGDP: the proportion of goods and services bought online in comparison to GDP.

The rankings stated come from e-commerce association Ecommerce Europe.
Fraud rate: the percentage of total sales lost because of fraud each year.
Logistics Performance Index: The World Bank’s benchmarking tool Logistics
Performance Index is a measure of a country’s logistical friendliness with around
160 countries ranked on their trade logistics performance.

Mobile adoption: smartphone use as a percentage of the total population.

Mobile commerce: the ability to conduct commerce using a mobile device, for
example mobile phone, smartphone, tablet or other mobile equipment.

Manual order review rate: the percentage of e-commerce transactions manually
reviewed by retailers.

Explanatory notes

Issuer landscape: the percentage of traditional 3D Secure and risk-based
authentication programs by market.

Market demographics: the local population over 15 years of age and the
corresponding percentage of internet users and online shoppers.

Relevant payment methods

The term ‘cards’ includes both credit and debit cards. The number of consumers

using a payment method is indicated by blue dots (one blue dot is equal to 10%).

‘Trend’ points to the future popularity of a payment method, whereas ‘risk’
indicates the level of threat associated with a payment method. Arvato uses the
following symbols to give its assessment:

/1 strongincrease expected
—>  no change expected

\|J strong decrease expected

high risk
moderate risk

no risk

O@@®
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AuStria

Executive Summary

In comparison with the other DACH markets, Austria is
a relatively small e-commerce market with credit card,
open invoice and online bank transfer as the prevalent

payment methods




wll Austria Payment Methods arvato
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Credit cards are relatively popular as they are seen as a secure method for cross-border payments.
Open invoices, pay-after-delivery and PayPal are also popular payment methods.

Payment methods Arvato'’s take on this market
Usage Trend Default ® Austria has a high number of cross-border e-shoppers who prefer credit card as it is perceived to be
risk the easiest way to make international payments.
Cards co—— — () i i - el eercll i
e Physical goods are preferably paid for via open invoice/pay-after-delivery or PayPal. Services and

Alternative payment methods: digital content are more often paid for via credit card or PayPal.

Open = 0 ® [f open invoice is not supported, payment conversion drops significantly (31%). PayPal should also be
LIV CC supported, as on average 19% of customers terminate their checkout process if it is not offered.
PayPal emm®

ayra % @ e Due toits size and the high share of e-commerce spending, Austria is very suitable as a test market

: for new products and shops. v
Direct z
Debit - 7' O 2
Others @ N\ q ] =

2 3 4

Specific card information Specific information on APMs Required payment methods

e |nstalments or account solutions are standard,

Card schemes:
V,SA . o e and “nice to have” as part of a pay-after-delivery &@

mastsears others solution.
Open Credit Direct PayPal
61% 36% 2% 1% : :
e When offering open invoice without partners, Invoice Cards Debit

Local acquiring recommended? internal credit and risk management as well as

accounts receivable and collection services are
No. necessary. .

y Watchlist

Further information N/A

Due to the relatively high share of cross-border Local payment hero:
shopping, Austrian consumers are also used to

paying with credit cards domestically. o Invol
d pen Invoice

Sources: 1) Worldpay (2015), E-Commerce (2016), Adyen (2015), Arvato (2015), PayPal (2015), Salesupply (2015) // 2) Arvato (2015) // 3) Arvato (2015), Payone (2016) //
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Belgium

Executive Summary

After a slow start, Belgium is now one of the
fastest-growing e-commerce markets in the world. It is
relatively easy to enter without offering additional local

payment methods right away



% ceigum Payment Methods arvato
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Bancontact is a debit payment method with strong consumer authentication, making risks negligible.
Bancontact is linked to a bank account and can be used in-store and online via a card or mobile app.

Payment methods Arvato'’s take on this market

Usage Trend Default e The current relative share of cards versus APMs is expected to remain stable for the remainder of this
risk decade.

Cards  co— — d e Use of credit cards is very popular. The local loyalty scheme rewards consumers for using their credit

Alternative payment methods: cards. Consumer card protection has further boosted popularity.

Bank e Similar to MasterCard and Visa debit card payments, the interchange fees for Bancontact have been

Transfer - @ capped at 0.20% of the transaction amount. Moreover, the Bancontact interchange fee has been
capped at €0.05 for online transactions. This will further reduce fees for merchants and will entice
PayPal @ ) ™ )
merchants to increase acceptance.
Cash On 2
Delivery « N @ %
]
Others @ - O 2
z
z
2 3 4
Specific card information Specific information on APMs Required payment methods
Card schemes: ® Bancontact allows customers to initiate real-time card tran-
. e sactions to buy products and services. Bancontact is linked &@
V'SA — % others to a bank account and can be used in-store, online and via
0 0 0 0 a mobile app. Cash On Credit Bancontact PayPal
9% 2% 2% 87% Delivery Cards (Debit Card)

Local acquiring recommended? ® Bancontact transactions do not have the same chargeback

risk commonly associated with card payments.

Yes. Watchlist

® Over 80% of all Belgians online retailers offer Bancontact.

Further information

) Sofort Banking AfterPay
86% are Bancontact/Mister Cash cards. To ensure Local payment hero:
high acceptance rates, local acquiring is advisable (via
EMS or Wordline connections). a E tact
d ancontac

Sources: 1) EWorldpay (2015), E-Commerce (2016), Adyen (2015), Arvato (2015), PayPal (2015) // 2) Worldpay (2015), Adyen (2015) // 3) Adyen (2016), Worldpay (2015), Ecommerce Worldwide (2015), Bancontact (2016) // 4 2016 Belgium B2C E-commerce report



Denmark

Executive Summary

Taking into account both domestic and international
e-commerce shopping, Denmark is the biggest e-commerce
market in the Nordics, with tremendous growth rates: travel is
the strongest segment online. Denmark also has the highest
card share in the Nordics. The national debit card, Dankort,

still dominates the online payment market

arvato
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»  Denmark
g‘

Payment methods

Usage Trend Default
risk
Cards c—— - q ]

Alternative payment methods:
E-wallets @

Bank
Transfer

Invoice

o 6 6 @

Z
=
Open —
N

Others

Specific card information

Card schemes:
VISA @& = o

others

62% 31% 0% 7%
Local acquiring recommended?

Yes.

Further information

Just like its Nordic neighbours, Denmark is going
cashless: there is a 2030 deadline for completely
eliminating banknotes.

Specific information on APMs

Payment Methods arvato

Cards are popular, open invoices less so. The national debit card

Dankort dominates in all age groups.

Arvato's take on this market

Geographically, Denmark is a relatively small market, without the strong mail-order tradition present in other
Nordic markets. This, combined with limited access to personal data and a lower ability to validate for credit-

worthiness, is a likely explanation for the success of card payments, and the relative lack of success for open

invoice or pay-after-delivery solutions compared with other Nordic markets.

It is not so strange, then, that e-wallets are increasing in use in Denmark, with the ability to use the same solution
both online and offline driving consumer adoption. In particular, Danske Bank’s wallet solution MobilePay has come
to play an increasingly important role: nearly three-quarters of all Danes have used MobilePay for money transfers.
All other Danish banks have recently decided to terminate their own initiatives and allow their customers to use
MobilePay.

In the near future, the payment market is likely going to be more fragmented than today, with new players entering

with solutions that are convenient, safe and simple - a development heavily supported by strong mobile adoption in
the Nordics and the presence of strong identification solutions such as fingerprints, device ID and mobile Bank-ID.

Required payment methods

e The national debit card, Dankort, still dominates as the

favourite type of online payment throughout all age groups.

e The co-branded cards can be acquired via the VISA proces- E-wallet Credit Online Bank

sing route (with the VISA fees). To also enable the “pure” Cards Transfer

Dankort cards, e-retailers have to reach agreement with the
local acquirer Nets and need to register with a Danish CVR
number (Dankort transactions are priced around
€0.18-0.25).

Watchlist

MasterPay ApplePay

Local payment hero:

a Dankort and Dankort co-branded VISA

Sources: 1) Worldpay (2015), E-Commerce (2016), DIBS (2016), Arvato (2015), Statista (2015). * MobilePay and PayPal // 2) Worldpay (2015), Paypers (2015) // 3) DIBS (2016), paymentcardyearbooks (2016), Credorax (2016)
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Finland

Executive Summary

With young consumers already used to cross-border shopping,
older segments of the Finnish population are now catching on
quickly to online shopping. The Finnish e-commerce sector is

still dominated by online bank transfers and card payments, and

is yet to fully exploit the benefits provided by other APMs




Finland Payment Methods arvato
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Finland is at the forefront of open invoice payments, which are the second most
used payment method in the market after bank transfers.

Payment methods Arvato'’s take on this market

Usage Trend Default e Online bank transfer is the dominant choice of consumers in Finland.

risk
e Finland is at the forefront of open invoice payment: this alternative payment method is the second most-used
Cards  emm — O in the market.

Alternative payment methods:
- e Credit and debit cards are equally popular. Finns are slightly more cautious about providing personal data and

Open A Q information than other Nordic consumers. This could mean that m-commerce adoption will be slower than in
Invoice other Nordic markets. Carrier billing is preferred by many Finns when using their mobile phone to shop.
Bank
Transfer N @ e In the near future the payment market is likely going to be more fragmented than today, with new players and
initiatives like Siirto* entering with solutions that are convenient, safe and simple. v
E-wallets @ 4 O §
*Siirto is the recently announced joint effort of the three largest Finnish banks to provide real-time mobile payments for 2
Others @ AN O online and offline as well as P2P. %
2 3 4
Specific card information Specific information on APMs Required payment methods

e |nstalments or account solutions are standard,

Card schemes:
V,SA . o e essentials as part of the open-invoice payment @

mastsears others method.
Open Credit E-wallet Online Bank
N/A N/A N/A N/A ;
* Most invoice solutions are financed by third-party Invoice Cards Transfer
Local acquiring recommended? providers. There are a few major suppliers such as
Arvato and Klarna.

No. Watchlist

Further information

MasterP; » g s
The Finns make almost twice as many cashless Local payment hero: HPbePPQU SI“"tO_

transactions than the average EU citizen (per

capita) .
=2 Open Invoice

Sources: 1) Postnord (2016), eshopworld (2016), Arvato (2015), Statista (2016). *PayPal, MobilePay, Pivot and Siirto // 2) European Payment Council (2016) // 3) Paytrail (2016) // 4) Postnord (2016), eshopworld (2016)
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Executive Summary

France is a mature e-commerce market with modest
growth rates. French payment methods are strongly
geared towards the use of Carte Bancaire




.‘ France Payment Methods gI[TXSaMElg

The Carte Bancaire card is by far the most popular payment method - 95% of French consumers have one.
Alternative payment methods have been very slow in gaining traction among both consumers and institutions.

Payment methods Arvato'’s take on this market
Usage Trend Default e (Cards from Carte Bancaire, an interbank scheme that requires a connection to a local acquirer,
risk dominate the payments landscape. 63 millions cards have been issued and 95% of French consumers
own one.
Cards o —— A ()
e Alternative payment methods have been very slow in gaining traction among both consumers and
Alternative payment methods: institutions.
E-wallets e 7 @ ° Payl|b|§, a French bank-owned e-wallet that contains cards supported by Carte Bancaire in France, has
three times as many users as PayPal.

Others @ \J O e We see low authorisation rates in France for PayPal (77%) for physical goods. 2

o
e Merchants processing via the local CB network are likely to enjoy higher approval rates. 3
g
z
2
Specific card information Specific information on APMs Required payment methods
Card schemes: e 95% of consumers own a Carte Bancaire card; 63 @
o Care) Benezfie million cards have been issued. The vast majority % -V,SA :
V,SA g L il Cards (approx. 95%) are co-branded cards and bear the g
Carte Bancaire and MasterCard or Visa logo. Debit Credit PayPal
0 0 0 0
3% 4% 3% 90% Cards Cards

® These cards can be processed on the local Carte

Local acquiring recommended?
Bancaire network.

Yes. .
e Merchants processing over the local CB network Watchlist
Further information benefit from slightly better approval rates
o’
Carte Bancaire cards dominate the payments Local payment hero: ' Pay puu@
landscape.

@ Card Bancaire cards

Sources: 1) Worldpay (2015); MRC (2016) * PayPal, Paylib // 2) Ecommerce Report (2016)
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Executive Summary

Germany is the second-biggest e-commerce market

in Europe, with tremendous growth potential. The country’s
diverse payment landscape is dominated by local
payment methods with challenging complexities
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Payment Methods

Open invoices are the long-standing preferred payment method, while there is growth in brands
offering digital invoicing. Locally issued electronic cash and debit cards are also popular.

Payment methods Arvato'’s take on this market

Germans are very risk averse: they avoid incurring debt and providing personal financial information online: credit

Usage Trend Default °
risk card penetration is therefore very low (approx. 30%).
Cards - i O e 95% of the relevant population has a bank account and therefore access to direct debit and online bank transfer.
Alternative payment methods: e Openinvoice is highly relevant for product categories with high return rates and order values, such as fashion; it is
popular among all age groups, especially among customers over 55. The classical open invoice is declining but new
Open (mostly branded, online) solutions are picking up.

invoice

PayPal comm® The e-wallet paydirekt was founded in 2014 by German banks and is currently supported by few German merchants.

NARNZRNEN)
SRRCN Y

Direct

Debit - ® Direct debit is highly suitable for increasing customer loyalty and further the best payment method for
subscription-based models. Instalment services are also gaining popularity in Germany. Offering the right mix of

Others @

payment methods is crucial.
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Specific card information Specific information on APMs Required payment methods

Card schemes:
VISA @& = o

e When introducing open invoice, retailers can
expect a dramatic increase in payment checkout

5

others conversion because open invoice is among the most
0 0 0 0 preferred payment methods in Germany. Open Credit Direct PayPal
43% 42% 12% 3% Invoice Cards Debit

Local acquiring recommended? ® When offering open invoice without partners,

internal credit and risk management as well as
No. accounts-receivable and collection services are .

necessary. Watchlist
Further information

Paydirekt AfterPay

Only slightly more than 30% of the population
possess credit cards.

Local payment hero:

‘l;{'j Open Invoice

Sources: 1) Worldpay (2015), E-Commerce (2016), Adyen (2015), Arvato (2015), PayPal (2015), Paydirekt (2016) // 2) Worldpay (2015), Adyen (2015), Bundesbank (2014) // 3) Payone (2016), Arvato (2015)
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Executive Summary

The highly developed Dutch e-commerce market has the
advantage of widespread, affordable and easy-to-handle
payment methods for retailers

arvato
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iDEAL is the local payment hero. This secure platform boasts no chargeback risk, and refunds
can be easily initiated by the retailer.

Payment methods Arvato'’s take on this market

Usage Trend Default e Forlocal and international merchants aiming at Dutch consumers, iDEAL is crucial for success and a must-have to
risk ensure maximum conversion.

Cards e \J ()

® 23% of all iDEAL payments are carried out on mobile devices.

AfterPay am A O e Under the Single European Payments Area (SEPA) direct debit payments are increasingly used for recurring and
cross-border payments.

Alternative payment methods:
e Peer-to-peer payments are growing - interesting new players in this field are Bunq & Tikki (social P2P payments)

Ol — - ™ . . . . . o .
invoice * National banks are slowly preparing for the adoption of PSD2 regulations, opening up their infrastructure with
open-APIs for third party providers.
PayPal @ 4 @ 2
e Keep in mind: New bank challengers, like Bunq, are entering the market slowly and gaining a foothold. Challengers %
Others N O are adopting the newest standards of (mobile) payments and customer authentication. 2
2 3
Specific card information Specific information on APMs Required payment methods

After selecting iDEAL and the respective bank,

Card schemes: .
V,SA . o e consumers authorise the payment in their online &@

i others banking portal or their mobile banking app with
21% 64% 9% 6% a 5-digit B The funds are irrevocably routed via iDEAL Credit AfterPay PayPal
a SEPA credit transfer. Cards

Local acquiring recommended?
e No chargeback risk. Refunds can be easily initiated
No. by the merchant.

Watchlist

Further information

ArterPay

Since more than 50% of Dutch consumers are at Local payment hero:
least fairly concerned about online banking fraud, 3D

secure adoption rate is relatively high. )
iDEAL

Sources: 1) Worldpay (2015), E-Commerce Report (2016), Adyen (2015), Arvato (2015), Ecommerce Worldwide (2016). * and other online bank transfer solutions. ** and other branded open invoice solutions. // 2) Worldpay (2015), Adyen (2015) // 3) Paypers (2016), iDeal (2015).
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Executive Summary :

Norway, a relatively small country but with one of
the highest purchasing powers and internet penetration
levels in the world, has a booming e-commerce market.

Credit cards dominate the payments landscape, while
PayPal is also relatively strong




Payment Methods arvato

While PayPal and cards are popular, e-wallets are increasing in use.
The ability to use e-wallets both online and offline is driving consumer adoption.

Payment methods Arvato'’s take on this market

Usage Trend Default e PayPal has a dominant market share, while direct payment via online banking is declining, especially
risk in the rising subscription services industry.

Cards c——— — O e Cards and wallet solutions are also increasingly popular for subscription services covering everything

from newspapers, books and music to groceries and health care. Overall, frictionless payments are key
to boosting conversions, especially for mobile purchases. This also means that e-wallets are increasing
in use in Norway, with the ability to use the same solution online and offline driving consumer adoption.

Alternative payment methods:

Open
invoice g 0
e Vipps has become a huge success, and a third of consumers have used it already. In the near future, the
PayPal e / () payment market is likely going to be more fragmented than today, with new players entering with
solutions that are convenient, safe and simple - a development supported by strong mobile adoption in
'??annksfer — @ the Nordics and the presence of sophisticated identification solutions such as fingerprints, device ID and é
mobile bank ID. 5
o
Others — O 2
g
z
2 3
Specific card information Specific information on APMs Required payment methods

e |nstalments or account solutions are standard,

Card schemes:
V,SA . o e essentials as part of the open-invoice payment @ &@

i others method.
Open Credit Online Bank PayPal
53% 33% 4% 10% X
0 0 0 ° e Most invoice solutions are financed by third-party Invoice Cards Transfer
providers. There are a few major suppliers such as
Local acquiring recommended? Arvato and Klarna.
No. Watchlist

e Payment by invoice is both used and preferred
mostly by women and by older generations.

Further information v_'-pps .' Pav

Credit cards remain the most popular way to pay Local payment hero:

online.
Open Invoice Stre)(

Sources: 1) Worldpay (2015), E-Commerce (2016), DIBS (2016), Arvato (2015), Statista (2015) // 2) Worldpay (2015), Paypers (2015) // 3) DIBS (2016), Arvato (2015)
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Executive Summary

Poland is a fast-growing e-commerce market and an
opportunity for retailers: fraud rates are low and the local
payment hero Przelewy 24 is relatively cheap



' Poland

Payment Methods

Credit and debit cards are relatively unpopular, with validated bank transfers being

Payment methods

Usage Trend Default
risk

Cards = ()

Alternative payment methods:

Bank

transfer — — @

E-wallets @@ /] @

Others N D

Specific card information

Card schemes: e

V,SA g (E others

56% 36% 1% 7%

Local acquiring recommended?

No.

Further information

Before allowing an online purchase, Polish issuers
require customers to register their cards. Otherwise
online purchases are declined.

the most popular mode of e-commerce payment.

Arvato's take on this market

e The Polish market is easy to enter, with no local entity required and like-for-like settlement supported.

e Credit cards have a relatively low share of the payment market, which is dominated by bank transfers.

Debit cards are more popular than credit cards.

e Bank transfers can be divided into online and offline bank transfers. The most widely used online

bank transfer service is Przelewy24.

e E-wallet service PayU is gaining in importance as it is easy to use and is tailored to the Polish market
(offers bank transfer solutions). BLIK is the most developed mobile payments service.

e Poland is the worldwide leader in terms of the proportion of cards issued with contactless payment

functionality.

Specific information on APMs

® |t allows dealers to offer a risk-free online payment
method.

e Shops need an account at one of the 30 banks
that support the Przelewy24 payment method. In
addition, a Przelewy24 acceptance agreement is
required.

Local payment hero:

Przelewy 24

(online bank transfer) is an online bank
transfer platform. After selecting the bank,
the buyer confirms the payment with a
transaction authentication number (TAN).

Required payment methods

Przelewy
24

Watchlist

©

Offline Bank
Transfer

PayU’

VisA

Credit

Card

Sources: 1) Worldpay (2015), E-Commerce (2016), Adyen (2015), Arvato (2015), PayPal (2015), E-commerce standard (2016) * like Papal, PayU, etc., ** majorly cash on delivery // 2) Worldpay (2015), Adyen (2015) // 3) Payone (2016), Arvato (2015)

Buy noww 1
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Spain

Executive Summary

Spain is the largest e-commerce market in
Southern Europe with great potential in digital
business such as travel and ticket sales
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Open invoices have recently been introduced in Spain, but debit and credit cards are most popular,
with 85% of the population in possession of at least one.

Payment methods Arvato'’s take on this market
Usage Trend Default e Over 85% of the population have at least one debit or credit card. Prepaid virtual cards are
risk increasingly popular for online purchases.
Cards | — — ™ e Thanks to the growing mobile market, many mobile initiatives are emerging: Spanish banks, mobile
Alternative payment methods: network operators, payment providers, retailers and financial institutions are developing solutions
PayPal A @ such as Orange Cash, Bankinter's Mobile Virtual Card and Vodafone SmartPass.
e Open-invoice solutions were recently introduced by smaller merchants.
Bank = @
(_J
UGS e Mastercard launched its MasterPass solution in December 2016 with CaixaBank, one of the biggest
Cash banks in Spain. 2
ash on z
Delivery N @ 5
3
Others - ¢ ) S
z
2
Specific card information Specific information on APMs Required payment methods
Card schemes: e N/A & o
W 2 ©
vVisA &€ = Y [vs] e
Credit PayPal Cash on Bank
0 0 0 0
71% 28% 0.5% 0.5% Cards Delivery Transfer
Local acquiring recommended?
Yes. .
Watchlist
Further information
MasterPass
Although card use is high, most involves debit Local payment hero: BANKING
cards linked to a closed loop network. Local
acquiring is recommended. N/A p Vodafone SmartPass

Sources: 1) Worldpay (2015), E-Commerce (2016), Adyen (2015), Arvato (2015), PayPal (2015) // 2) Worldpay (2015), Adyen (2015)
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Sweden

Executive Summary

Sweden, one of the most cash-free countries in the
world, is the largest e-commerce market in the Nordics
and leading the way in pay-after-delivery. With a thriving

FinTech scene and many early adopters, Sweden is a

testing ground for payment solutions




Sweden

Payment Methods

Sweden is quickly moving towards a cashless society. Well-secured debit card payments are popular,
but pay-after-delivery invoices are growing in popularity, as are mobile payments.

Payment methods

Usage Trend Default
risk
Cards = - ()

Alternative payment methods:

Open p—

invoice - 0
Online bank em® Y4 M
transfers

E-wallets ) /) M
Others AN O

Specific card information

Card schemes:
VISA @& = o

others

48% 44% 4% 4%
Local acquiring recommended?

No.

Further information

Sweden is on the way to becoming a cashless
country. In 2015, only 20% of all consumer payments
in Sweden were made using cash, compared to a
75% average for the rest of the world.

Arvato's take on this market

arvato

BERTELSMANN

e Credit cards remain the most popular way to pay online. Cards (especially when stored for the customer) and wallet solutions are
still popular for rising subscription services covering everything from newspapers, books and music to groceries and health care.

e Sweden is at the forefront of open-invoice payments: this alternative payment method is the second most-used in the market.

e Along with its Nordic neighbor Denmark, Sweden is on its way to becoming a cashless market: e-wallets are increasing in
popularity, with the ability for consumers to use the same solution online and offline driving adoption.

® This trend is supported by Sweden’s Immediate Payments Scheme (BiR); in particular, Swish, a wallet solution provided by the four
largest banks, is playing an important role. AlImost two-thirds of Swedish consumers have embraced Swish, which was recently

extended from P2P and physical point-of-sale payments to include e-commerce payments. In addition, Mastercard’s solution,

Masterpass, was promoted more heavily in 2016.

e The proportion of people shopping via mobile devices has always been high in Sweden and now exceeds 50%. In the near future,
the payments market is likely to be more fragmented than today, with new players entering with solutions that are convenient,
safe and simple -- a development heavily supported by strong mobile adoption in the Nordics and the presence of strong
identification solutions such as fingerprints, device ID and mobile Bank-ID.

Specific information on APMs

e Instalments and account solutions are standard, a
“need to have” as part of the open-invoice payment
method.

® Most invoices are financed by third-party providers.

There are a few major suppliers such as Arvato
(AfterPay) and Klarna.

e Open invoice applies particularly to retail, rather
than digital goods. Invoice payments are more
popular among women.

Local payment hero:

‘l;{'j Open Invoice

Sources: 1) Worldpay (2015), E-Commerce (2016), DIBS (2016), Arvato (2015), Statista (2015). * Like PayPal etc. **Swish // 2) Worldpay (2015), Paypers (2015) // 3) DIBS (2016), Arvato (2015)

Required payment methods

VISA

Debit Cards &
Credit Cards

Watchlist

MasterPass

ArcerPay

5

Open
Invoice

©

Bank
Transfer
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Switzerland

Executive Summary

Switzerland has one of the highest internet usage
rates worldwide, coupled with great purchasing power,
but is constrained by consumers' reluctance to change
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Open invoice and pay-after-delivery are the most popular payment methods for online shoppers.
Direct debit payment is almost non-existent, but a SEPA-ready solution is in development.

Payment methods Arvato'’s take on this market

Usage Trend Default e Open invoice/pay-after-delivery is still one of the most important payment methods for consumers
risk shopping online.

Cards e Z D e The Swiss have been slow to adapt to the rising popularity of e-wallet payments as they fear a deterio-

ration of their privacy protection.

Alternative payment methods:
e Trust remains an issue for Swiss consumers when adopting alternative payment methods.

OpEm - [
invoice ® Physical goods are preferably paid for via open invoice and PayPal. Services and digital content are
more likely to be paid for using credit card, PayPal and PostFinance.
PayPal @ /) M g
e Direct debit payments are almost non-existent, but national banks are currently working on a 2
SEPA-ready solution which might change the payment method mix in the future. 3
Others @ / O 2
2 3
Specific card information Specific information on APMs Required payment methods

o Credit and risk management as well as collection

Card schemes:
V,SA . e services are necessary when offering open invoice. VISA &g]
AME]
ETE

p— others
N/A N/A N/A N/A ® Customers expect a payment slip attached to their Open Credit Post PayPal

invoice, with the payment reference number filled in. Invoice Cards Finance

Local acquiring recommended?
e Open invoice is more relevant for retail, rather

Yes. than digital goods. Women tend to prefer invoice .

payments. Watchlist
Further information
PostFi tional debit card from the Swi @ L Direct

ostFinance, a national debit card from the Swiss Local payment hero: e

postal service, has gained popularity with consumers
but is still not as widely accepted as other methods. )

=5 Open Invoice

Sources: 1) Worldpay (2015), Adyen (2015), Arvato (2015), PayPal (2015), E-commerce Report (2016) // 2) EHI (2015), PostFinance (2016) // 3) EHI (2015).
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United Kingdom ==

Executive Summary

The UKis one of the most established e-commerce
markets in Europe, backed by a strong logistics network.
Consumers spend 9.2% of the country's GDP on
purchasing goods and services online
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3 United Kingdom Payment Methods arvato

Cards, especially debit cards, dominate online payments in the UK. Pay-later invoices and Apple Pay
are growing in popularity, but banks are slow to adopt these platforms.

Payment methods Arvato'’s take on this market

Usage Trend Default e The UK online payment market is dominated by credit and debit cards, though debit cards are far
risk more popular than credit cards.

Cards  co—— - D e Apple Pay has been growing in popularity as an alternative payment method. However, it is con-

strained by slow adoption by certain banks.
Alternative payment methods:
® Mobile-optimised (non 3D-secure) and less fraud-prone payment methods such as e-wallets and bank
PayPal e - @ transfers could gain market share in the next few years.
e The interchanges for credit and debit cards have recently been capped by the EU, which might drive
Others @ /] @ card usage in the near future, although fees may increase again after the UK leaves the EU.

® Online "pay later” services may gain further popularity. For instance, Littlewoods Shop Direct and
Very.co.uk are now offering three-month payment terms for customers.

%)
z
<}
=
=)
]
(e}
a
4
=
o
z
<
z

Specific card information Specific information on APMs Required payment methods

Card schemes: _
visA @ = © = o=

mastercod Others
Debit Credit PayPal
0 0 0 0
79% 16% 3% 2% Cards Cards

Local acquiring recommended?

N/A
No. Watchlist

Further information

: ! : Yoyo Wallet ApplePay AndroidPay
Credit and debit cards are very popular, with the

average shopper holding 2-3 cards.

Sources: 1) Worldpay (2014) Alternative Payment Methods (2015) // 2) Ecommerce PM (2015), Adyen (2016)



Jnited States

Executive Summary

The largest market in the Western world in terms of
population, the US is still dominated by card payments and is
yet to fully exploit the benefits of APMs

~E——



¢ United States Payment Methods arvato

Credit and debit cards are the most common payment methods for online purchases but
the digital wallet landscape is rapidly evolving.

Payment methods Arvato'’s take on this market

Usage Trend Default e Credit and debit cards are still the most common payment methods used for online purchases.

risk
e PayPal is still the most popular e-wallet, but is threatened by new digital wallets, such as Apple Pay,
Cards c—— - O Google Wallet and Android Pay, and the proliferation of e-wallets with bank frontrunners, such as Visa
Checkout, MasterPass and ChasePay.

Alternative payment methods:
e Discover Card has become popular for both consumers and for retailers, so acceptance is important

PayPal o /) ™ along with Visa and MasterCard.

® TCH, a real-time payments service, is set to come into use during 2017, which might evolve the online

Others @ / @ payment market. g
2
Specific card information Specific information on APMs Required payment methods

Card schemes: @
visa ®© = © et

E—— others
57% 24% 12% 7% Crear PayPal
Local acquiring recommended? N/A
No. Watchlist
Further information
AndroidPay ApplePay Google Wallet

2.9 credit cards per capita is the average.
Average 83% authorisation rates in US e-commerce.

Sources: 1) Paypers(2015). // 2) Adyen (2015), MRC (2016), World Class Payments (2016).
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Sources

The data contained in this report comes from a wide variety of sources,
including financial reports, industry publications, blogs and news stories. During
the course of our research we have consulted more than 200 national and
international studies. You will find them here under the headings E-Commerce
and Payment & Fraud. While every effort has been made to make sure the
information presented in the report is reliable, we cannot be held responsible

for its veracity. We do, however, stand by the opinions expressed in the report
unreservedly.

E-commerce:

Adyen - Global E-Commerce Payments Guide

allpago - Ultimate Guideline for local and cross-broder payment processing in brazil
allpago - Online payments in Brazil 2015

allpago - Online payments in Columbia 2015

allpago - Online payments in Mexico 2015

deals.com - Internationale E-Commerce Studie 2015

COMEQS - Ecommerce Belgium 2015

CyberSource - Online payments China 2015

DIBS - Nordic E-Commerce 2014-15

DIBS - Denmark Ecommerce 2015

DIBS - Norwegian Ecommerce 2015

DIBS - Swedish Ecommerce 2015

Digital River - Build an E-Commerce Business in Brazil

Digital River - China, Global Payments Solutions & Ecommerce Solutions
Digital River - E-Commerce Germany

Digital River - Norway

Dyn - Global Consumer Online Shopping Expectations

Ecommerce Benchmark & Retail Report 2016

Ecommerce Community - Ecommerce Country Report Israel 2015
Ecommerce Community - Ecommerce Country Report South Africa 2015
Ecommerce Community - Ecommerce Country Report UAE 2015
Ecommerce Community - Ecommerce Country Report Russia 2016
Ecommerce Europe - Asia Pacific B2C E-Commerce Report 2016
Ecommerce Europe - Australia B2C E-Commerce Report 2016
Ecommerce Europe - Central Europe B2C Ecommerce Report 2015
Ecommerce Europe - Cross-Border E-Commerce Barometer 2016
Ecommerce Europe - Ecommerce Country Report Belgium 2016
Ecommerce Europe - Ecommerce Country Report Germany 2016
Ecommerce Europe - Ecommerce Country Report France 2016
Ecommerce Europe - Ecommerce Country Report Netherlands 2016

Ecommerce Europe - Ecommerce Country Report UK 2016

Ecommerce Europe - Ecommerce Country Report US 2016

Ecommerce Europe - E-Commerce in Poland 2014

Ecommerce Europe - European B2C E-Commerce Report 2016

Ecommerce Europe - Global B2C Ecommerce Report 2015

Ecommerce Europe - Latin America B2C E-Commerce Report 2015

Ecommerce Europe - Southern Europe B2C Ecommerce Report 2015

Ecommerce Europe - Northern Europe B2C Ecommerce Report 2015

Ecommerce Europe - Western Europe B2C Ecommerce Report 2015

Ecommerce Foundation - Democratization of Retail and the Rise of Global Marketplaces
Ecommerce Foundation - Cross Border E-Commerce Barometer

Ecommerce Foundation - MENA B2C Ecommerce Report 2014

Ecommerce in Poland 2014

Ecommerce Worldwide - Germany Passport 2015

Ecommerce Worldwide - Belgium & Netherlands Passport 2016

ECC KoIn - B2B Marktplatze 2016

EY - Corporate misconduct - individual consequences

FHM - Competitive analysis of online Payment Service Providers in an international environment
Goldman Sachs - Updating the Goldman Sachs global ecommerce forecast

GTAI - fact sheet Ecommerce 2015

iBusinnes - Die groRRten Onlineshops Deutschlands 2015 iBusiness - Die gréBten Onlineshops Osterreichs
2015 iBusinnes - Die grof3ten Onlineshops Schweiz 2015 iBusiness - Payments Trends E-commerce 2015
Internet World - Ecommerce Markt Osterreich 2015

IREU Top 500 - Top 500 Ecommerce and multichannel retailers

KPMG - Doing Business in Russia 2015

netz 98 - Zukunftsthemen im E-Commerce

Paypers - Cross-Border Ecommerce Report Australia 2016

Paypers - Cross Border Ecommerce Report China 2014 & 2015

Paypers - Cross Border Ecommerce Report Canada 2015

Paypers - Cross Border Ecommerce Report Columbia 2015

Paypers - Cross Border Ecommerce Report Germany 2014

Paypers - Cross Border Ecommerce Report France 2014

Paypers - Cross Border Ecommerce Report Israel 2015

Paypers - Cross-Border Ecommerce Report India 2016

Paypers - Cross Border Ecommerce Report Indonesia 2014

Paypers - Cross Border Ecommerce Report Italy 2014

Paypers - Cross Border Ecommerce Report Japan 2014

Paypers - Cross Border Ecommerce Report Mexico 2015

Paypers - Cross Border Ecommerce Report New Zealand 2015

Paypers - Cross Border Ecommerce Report Poland 2014-15
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Paypers - Cross Border Ecommerce Report Russia 2015 Adyen - Accept Android Pay in UK (Article)
Paypers - Cross Border Ecommerce Report Singapore 2015 Adyen - Alipay Payment Method Guide (Article)
Paypers - Cross Border Ecommerce Report South Africa 2015 Adyen - Boleto Payment Method Guide (Article)
Paypers - Cross Border Ecommerce Report South Korea 2014 Adyen - Boost your Business in Belgium with Bancontact
Paypers - Cross Border Ecommerce Report Thailand 2015 Adyen - Brazil Payments 2014
Paypers - Cross Border Ecommerce Report Turkey 2014 Adyen - Build your Business in Brazil with Boleto
Paypers - Cross Border Ecommerce Report UAE 2015 Adyen - Country Payments Guide China
Paypers - Ecommerce Payment Methods Report 2016 Adyen - Cross Border Payments
Paypers - Brazil Adyen - Expand across Europe with SEPA Direct Debit (Article)
Postnord - E-Commerce in Europe 2015 Adyen - France acquiring Guide 2015
postnord - E-Commerce in the Nordics 2016 Adyen - France B2C Ecommerce Report
postnord - E-Commerce in the Nordics six month report 2016 Adyen - Global ecommerce payments Guide
sagepay - Ecommerce Benchmark Report Adyen - Grow in Germany with Giropay (Article)
Statista - E -Commerce in Austria Adyen - How Payments can drive your global expansion (Article)
Statista - E-Commerce in Canada Adyen - Mobile share of local payment methods approaches 50 percent (Article)
Statista - E-Commerce in Germany Adyen - More than a third of global transactions now mobile (Article)
Statista - Ecommerce in Switzerland Adyen - Optimizing payments for omni-channel commerce %
Statista - E-Commerce in South Corea Adyen - Payment Method Overview and Pricing 5
Statista - E-Commerce in the US Adyen - Payment Methods (Article) %
Statista - E-Commerce weltweit Dossier Adyen - Payment Methods Northamerica §
Statista - Economic Outlook Sweden Adyen - Payments in China %
Statista - Statista Dossier Europa Adyen - Pricing Overview
Statista - Statista Dossier Sweden Adyen - Risk Management
Statista - Statista Dossier Poland arvato - Entwicklung und Trends im Zahlungsverhalten 2015
Statista - Statista Dossier United Kingdom arvato - Mobile Payments landscape
Statista - Statista Dossier South Korea arvato - Fraud Management China eCommerce
Statista - Top 5 foreign countries for online shopping in Sweden 2015 arvato - Payment Methods in Middle East
tecnocom - E-Commerce Payment Report 2014 arvato - online payment methods Netherlands
votum - Online Kaufverhalten im B2B E-Commerce BCG - Global Payments 2015
Worldpay - Brazil Optimizing the only payment journey for shoppers 2015 BCG, Google - Digital Payments 2020
XBC Country Report Austria 2013-14 Capgemini - Payment Trends 2016
XBC Country Report Germany 2013-14 Capgemini - World Payments Report 2015
Cardinal Commerce - Payment (Infographic)
Payment & Fraud: Cardinal Commerce - The truth about false positives
Accertify - Augmenting 3-D Secure Cardinal Commerce - Use of Consumer Authentication in eCommerce Annual Survey
Accertify - Fraud Management Confinpro - Zukunft oder Ende des Bankings
Accertify - Merchant Risk Sell Sheet CyberSource - Annual Fraud Benchmark Report: A Balancing Act
Accertify - Payment Gateway CyberSource - North America Fraud Benchmark Report
Accertify - Support Services CyberSource - Online Fraud Report 2012

ACI - Managing Fraud in an Omni-Channel World CyberSource - UK E-commerce Fraud Report
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Deutsche Bundesbank - Zahlungsverhalten in Deutschland 2014 MRC - Global Payment Benchmark Report

DIBS - Nordic E-Commerce 2015 MRC - Global Payment Survey 2016

Digital River - China, Global Payments Solutions & Ecommerce Solutions MRC - Global Payment Survey Findings 2016

Digital River - Norway MRC - Cross Border Sales and Payments Russia 2015

Digital Transactions - Fraud in the US (Article) Office Journal of the EU - Acquiring EU 2015

ECB - Interchange fees in card payments 2011 Nilson Report 2015 - 1068

ECB - Payment Statistics Nilson Report 2015 - 1069

ECC - Payment im E-Commerce Vol. 19 Nilson Report 2015 - 1071

Ecommerce Leitfaden - Ratenkauf im Ecommerce 2015 PayPal - Cross Border Consumer Research Insights 2015

EHI - Distribution of Payment Systems Germany 2015 PayPal - Modern Spice Routes

EU - Regulation on interchange fees for card-based transaction 2015 Paypers - B2B Payments, supply chain Finance E-invoicing Market Guide 2015

Exane BNP Paribas - Payment & Security Paypers - Brazil

EY - Global Fraud Survey 2014 Paypers - China

FirstData - Payeezy Tokenization ApplePay Paypers - Online Payments Market Guide 2015

FOM - Quo Vadis Payment Service Provider 2015 Paypers - Ecommerce Payment Methods Report 2016

Gartner - Magic Quadrant for Web Fraud Detection Payments UK - Understanding the different payment methods in the UK

Gartner - Market Guide for Online Fraud Detection Payments UK - World Class Payments 2016 %
heidelpay - Risk- and Fraud- Management Tools Payvision - Mobile Payments report 2016 5
Ingenico - global online fraud panorama 2016 PYMNTS - Global Fraud Attack Index 2016 %
ibi - Payment Barometer Raconteur - Future of Payments 2015 §
ibi - Erfolgsfaktoren und Hindernisse bei M-Payment Shopanbieter.de - Vertrieb Uber Marktplatze 2015 %
ibi - Kosten der Kreditkarte shopanbieter.de - Ratgeber Rechnungskauf in Onlineshops

IBM - Payments Gateway Statista - Credit Cards in the US

IFH KoIn - Konsoldierung im Payment Markt 2015 Statista - Online payment methods used by online shoppers in Denmark

Kount - Calculating the 9 deadly costs of fraud Statista - Onlineshopping Payment US 2016

Kount - Mobile Payments & Fraud: 2016 Report Statista - Preferred Digital Payment Methods in France 2015

Let's Talk Payments - Insights from the Global Payment Market (Article) Statista - Preferred Digital Payment Methods in Germany 2015

Lexis Nexis - True Cost of Fraud Study 2016 Statista - Preferred Digital Payment Methods in Netherlands 2015

London Econonomics - Study on the impact of PSD 2011 Statista - Preferred Digital Payment Methods in Spain 2015

Mastercard - US interchange rates 2016 Statista - Preferred Digital Payment Methods in Sweden 2015

McKinsey - Global Payments 2015 Statista - Preferred Digital Payment Methods in the UK 2015

McKinsey - Payments in Asia Statista - Preferred Digital Payment Methods in the US 2015

MIT Technology Review - The future of Money Statista - Types of online payment in Finland 2015

Miura Systems - When worlds collide: Store staff and shoppers in retail today Statista - Usage of digital payment services in Sweden 2015

Monetary policy & The Economy - Internet Payment behaviour Austria 2013 TeleSign - Fraud Report 2014

MRC - Brussels Omnichannel Payments ThreatMetrix - Cybercrime Report: Q1 2015

MRC - Europe Mobile Payments and Wallets TSYS - German Consumer Payment Study 2016

MRC - German Payment Landscape Visa - Merchants Guide to risk management 2013

MRC - Global Fraud Survey 2015 Worldpay - Global Payments report 2015

MRC - Global Fraud Survey Results Worldpay - Fragmentation of Fraud



