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Technology is radically changing how we pay for things – in
shops, as well as online. Card transactions in the UK increased
by 10% to 19 billion in 20161 and 70% of our debit cards now
offer contactless2. E-commerce sales are also among the highest
globally. But the variety of ways to pay – with or without a physical
card - is now set to explode. This shift is creating both challenges
and opportunities for retailers.
Financial technology or ‘fintech’ is one of the UK’s fastest
growing sectors and has attracted strong government backing.
Moves towards Open Banking and the EU’s Payment Services
Directive 2 (PSD2) regulation are adding to the momentum
in this area. This short report looks at three key areas in which
innovation is reshaping payments. Each area has great potential
to bring about positive outcomes for both businesses and their
customers.

Tackling till time
Checkout counters could gradually disappear
over the coming years – and few customers
will mourn the snaking queues. Digital sales will
account for 22.6% of UK retail revenue by 2020,
according to eMarketer3. But that still leaves
more than three-quarters of purchases by value
offline. Even Amazon has a growing number of
physical bookstores.

So how will we be paying in the years ahead?
Convenience is crucial. Customers will be happiest
when they can make ‘friction-free’ purchases – and
that makes ending queues the first priority. But
growing emphasis on the ‘experience economy’
also means retailers can use in-store payments to
differentiate themselves. Merchants should expect
a wave of innovative solutions. New ways to pay will
aim to generate word-of-mouth excitement, as well
as removing customer pain points.
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http://www.theukcardsassociation.org.uk/wm_documents/UK%20Card%20Payments%202017%20-%20Summary%20FINAL.pdf
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http://www.theukcardsassociation.org.uk/wm_documents/UK%20Card%20Payments%202017%20%20website%20FINAL.pdf
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https://www.emarketer.com/Article/Smartphone-Shopping-Driving-UK-Retail-Ecommerce-Sales/1014137

Biometrics and wearables

Payments on the go

Biometrics is one area of great potential. Many
consumers already use fingerprint authentication with
mobile phone payment systems. Facial recognition
for online authentication – so-called ‘selfie pay’ – is
another new application of biometrics. If shoppers
become used to paying this way online, then why not
use physical characteristics in stores too? Doing so
could potentially provide shoppers with an enhanced
sense of security, as well as a fun new experience.

Stores and restaurants can also take the lead in
cutting queues. Customers want to feel looked after
until the moment they leave a commercial outlet.
Portable point-of-sale (POS) terminals are now
helping businesses achieve this by effectively taking
the till to the customer.

Use of biometric passports to get through airports
quicker could also boost interest in using this
technology in retail. Biometric payment cards that
store and scan fingerprints have been tested in
South Africa and Bulgaria. They could be rolled out
internationally in the near future.
Payments with wearables could also increase as more
merchants accept contactless. Smartwatches lead the
field, but everything from near field communication
(NFC) rings to payment-enabled sunglasses has been
investigated. However, Juniper Research predicts
wearables will not account for more than 2% of noncard payments by value in 20184 . Customers may
need to be convinced they are getting more than a
gimmick if wearables are to grow substantially.
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Mobile apps that allow you to order and pre-pay
remotely also put the customer first. For example,
a busy worker can collect a coffee already bought
via an app without having to wait in line. Shoppers
can also take pre-paid items straight from the shop
shelf and go on their way.
Time is a precious commodity. All the innovations
in this section have one thing in common: the
potential to benefit both customers and businesses
by tackling till time.

https://www.juniperresearch.com/press/press-releases/mobile-wearable-contactless-payments-to-approach-$

Omnichannel opportunities
Omnichannel is a buzzword in the retail industry.
The term encapsulates the goal of allowing
shoppers to move seamlessly across different
retail environments – bricks and mortar shops,
online stores and mobile apps.
Retailers can use omnichannel to consistently
communicate key messages and create detailed
pictures of customer preferences. Many stores
are recognising that by doing this well, they have
an opportunity to create long-term customer
loyalty.
Retailers can use omnichannel experiences
to strengthen sales in a number of ways:
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• Give shoppers access to online inventory via instore kiosks
• Provide greater support for ‘click and collect’
• Tailor special offers according to individuals’
interests and past purchases
• Offer cross-channel return systems to encourage
initial purchases
• Showcase augmented reality – e.g. in-store digital
screens replicating part of the online experience.
Statistical evidence of the benefits of an
omnichannel strategy is mounting. Omnichannel
shoppers spend an average of 4% more every time
they shop in store and 10% more online, according
to a US study of 46,000 shoppers5.

https://hbr.org/2017/01/a-study-of-46000-shoppers-shows-that-omnichannel-retailing-works

Helping customers chart
new courses
People increasingly expect to make
purchases when and where they want
without having to wait. ‘Showrooming’ –
viewing items in-store before buying online –
is normal for many consumers. But shoppers
may also view online before buying from a
shop to avoid shipping costs or save time
once in a store.
Shopping often involves a journey. From
initial research to the point of purchase,

omnichannel helps retailers make that
journey easier and more memorable.
Future shoppers will demand a smooth
customer experience even as they switch
between channels. Shop assistants and
online agents will need to be able to call up
an individual’s relevant history whenever an
interaction begins. Before long, omnichannel
may just be the starting point that enables
innovators to really add customer value.

Tokenisation could play a key role in
keeping cardholder data secure for
omnichannel retailers. Sensitive data
(e.g. a 16-digit card number) is replaced
with a randomised number, known
as a token. Consumers can then make
future purchases quickly and simply
across channels without re-entering
their card details.

Solutions for small businesses
Traditionally, many small businesses have
only accepted cash. But a growing number of
card acceptance solutions are aimed at the
SME market. Accepting cards is an important
decision and does bring some extra charges.
But numerous studies have shown that people
are willing to spend more with credit or debit
cards than with cash.
As cash payments in the UK continue to
decline, small businesses need to carefully
consider their options. The future of payments

will be radically different not only to the past
but also to today. And things can change fast.
In Denmark, a single mobile payment app
launched in 2013 is now used by nearly 65%
of the entire population6. The app is installed
on nine out of ten Danish smartphones7 and
is accepted by more than 55,000 shops. In
Sweden – the closest thing to a cashless
society – the value of notes and coins in
circulation has fallen by more than 40% in a
decade8.

https://www.mobilepay.dk/da-dk/Pages/The-story-in-English.aspx
https://danskebank.com/en-uk/press/News/news-archives/Pages/3-million-use-mobilepay-in-denmark.aspx
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https://www.bloomberg.com/news/articles/2017-05-14/in-cashless-sweden-even-god-now-takes-collection-via-an-app
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The power of flexibility

A better tomorrow

Cash has not yet fallen so far out of fashion in
the UK as in Scandinavia. But a versatile POS
terminal can offer a number of benefits for small
businesses. Many of the latest systems accept
contactless and mobile payments, in addition to
chip-based transactions. As well as increasing
customer choice, such a system can reduce
the amount of cash you have on site or need
to deposit at the bank.

Innovations in payments have a host of
benefits. From cutting queues to enabling
more personalised services, new solutions
are making life easier for customers and
merchants across the UK.

Modern POS devices also do far more than simply
process card purchases. Small business owners
use them for their main back-office tasks, from
managing inventory to analysing sales data. Some
also facilitate digital rewards programmes that can
help build customer loyalty.
SMEs are changing in response to the changing
world around them. By harnessing the power of
technology, small businesses can enjoy a degree
of flexibility that they would have considered
unthinkable not long ago.

But great changes can also lead to great
challenges, especially for businesses rooted in
tradition. Rising to those challenges requires
fresh thinking and brave decision-making.
Lloyds Bank Cardnet wants to help you
understand how today’s technology can help
create a better tomorrow for your business.

Important Note:
The information shared in this update was accurate at the time
of publishing but many of the regulations we discussed are subject
to change.
While all reasonable care has been taken to ensure that the information
provided is correct, no liability is accepted by Lloyds Bank for any loss
or damage caused to any person relying on any statement or omission.
This is for information only and should not be relied upon as offering
advice for any set of circumstances. Specific advice should always be
sought in each instance.

Please contact us if you would like this information in an alternative
format such as Braille, large print or audio

Our service promise
If you experience a problem, we will always try to resolve it as quickly as possible.
Please bring it to the attention of any member of staff. Our complaints procedures
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com/business/contactus and for businesses with an annual turnover of £25m or
more they can be found at lloydsbankcommercial.com/contactus
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