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Executive summary

Executive summary

Background and methods

Buy now pay later (BNPL) products are a form of short-term loan Methods
that are offered at the point of purchase, with either little or no
feef/interest. This is usually done by way of either credit which is
repaid over a period of time, or invoicing payment where
consumers make repayments in installments.

== Rapid evidence review: BIT conducted a rapid evidence
ﬁ"; review of the academic and policy literature on the use of
BNPL products. We explored evidence from the UK and
worldwide on BNPL, and expanded the literature search
There has been a rapid increase globally in the use of BNPL to the use of credit products where appropriate.
products. In the UK, it's estimated that 10.1 million people have
used BNPL in the past 12 months. s

Predictiv online survey: We conducted an online survey
using BIT’s experimental platform, Predictiv to further

As part of the UK Strategy for Financial Wellbeing, the Money explore the use of BNPL in the UK and its implication to
and Pension Service (MaPS) has commissioned the Behavioural consumers’ wellbeing. In addition, we have identified
Insights Team (BIT) to explore how consumers use and three segments using MaP$’ financial resilience

manage their credit (in particular BNPL related products) segmentation.

and how to better support consumers.



https://www.bi.team/bi-ventures/predictiv/
https://moneyandpensionsservice.org.uk/wp-content/uploads/2021/03/market-segmentation-report-an-overview.pdf
https://moneyandpensionsservice.org.uk/wp-content/uploads/2021/03/market-segmentation-report-an-overview.pdf

Executive summary

Executive summary

Summary of key findings

@ BNPLs arapidly growing in users, merchants, and providers. While currently BNPL only accounts for 5% of the UK
& e-commerce market, market penetration is expected to double by 2024.

»a Majority of BNPL users are under 40, but demand is increasing across all user groups. This is likely due to the targeted
\* _/ advertising over social media and the nature of the younger demographic (i.e. more likely to have a thin credit profile).

. Awareness, accessibility, and affordability are three key drivers for the increase in BNPL adoption: In particular,
L; consumers see BNPL products as a lower cost option and/or a way to smooth out spending. Costs are also considered low
even when consumers have a late/missed payment.

r People are increasingly likely to use BNPL for day-to-day essentials. 1 in 2 said that the recent rise in prices has changed
how they use BNPL. Around 3 in 10 said they now use BNPL more often than they used to. This was significantly higher for the
‘Struggling’ and ‘Squeezed’ segments. 1 in 5 now use it more for essential purchases and for expensive purchases. There is
also a gender differences, in which 33% of women would use BNPL on essentials, compared to 28% of men.

The ‘Struggling’ and ‘Squeezed’ are more likely to struggle to manage their BNPL payments. We found that good

& practices for managing BNPL were most common, although negative practices were notable. For example, 1 in 7 have taken
money out of their savings while 1 in 10 have used a credit card for repayments. This poor payment management was more
common for the ‘Struggling’ segment.



Executive summary

Executive summary

Summary of key findings

ga25, Lack of understanding of BNPL products and limited transparency in individuals’ credit profiles could pose a risk to
W individuals’ financial well-being and the wider economy: Knowledge of specific aspects on BNPL is poor, as 9 in 10
people didn’t know they would not be protected by the FCA if something went wrong with their BNPL payments.

- Regulations and behavioural nudges have shown to be promising in encouraging better credit management:
" Evidence from the BNPL literature as well as wider credit products suggested regulations and behavioural nudges (e.g.
disclosure pop-up boxes) could be a promising avenue to target the choice environment that consumers are in when making
decisions on credit products.

@ Of the interventions tested in the survey, people were most supportive of repayment reminders, which are already
. offered by some BNPL providers. Around 3 in 4 said they thought the repayment reminders should be implemented, as
people felt this would best help them manage their repayments. BNPL users were also generally supportive of affordability
checks and disclosure nudges.

4



Executive summary

Executive summary

Conclusion and recommendations

This report provided an overview of the scale and nature of the BNPL market in the UK, including findings on the type of products and
usage, potential risks and benefits, and the impact of BPNL on users financial wellbeing and the wider UK economy. The report also
identified good practice and potential solutions that MaPS could either implement or discuss with third parties to support BNPL users
to better manage their credit.

We have suggested the following areas for MaPS to focus on:

/

@\ 1. Building the evidence base of the impact of 2. Partnership with government and BNPL
behavioural interventions to support consumers in credit providers to develop ‘code of conduct’ aimed at
management. While there is some evidence to suggest supporting consumers with credit management. Given
interventions such as repayment nudges and disclosure nudges there are some positive changes already taking place in the
are effective in improving repayment and comprehension of industry, MaPS can partner with government and BNPL
credit products, there is limited evidence on how these providers to develop ‘best practice’ guidelines on how BNPL
improvements could be applied to BNPL products. For example, should be communicated to consumers and how contract
policy makers can use randomised controlled trials (where terms should be set out to ensure it is fair and easy to
possible, in an online environment and/or as a field trial) to understand.

build further evidence about what works to support
consumers, especially those in the squeezed and
struggling segments.






Background

Background

Buy now pay later (BNPL) products are a form of short-term loan that are offered at the point of purchase, with either
little or no fee/interest. This is usually done by way of either credit, which is repaid over a period of time, or invoicing
payments, which sees consumers making repayments in instalments. Examples of some key third-party BNPL providers
include Klarna, Laybuy, and Clearpay. Other providers, including banks, are also now offering BNPL options.

There has been a rapid increase globally in the use of BNPL products. In the UK, it's estimated that 10.1 million people have
used BNPL in the past 12 months. The number of merchants offering BNPL is increasing, with over 20,000 merchants
currently offering a BNPL option at check out.

The promotion of BNPL to date has typically targeted younger consumers buying fashion and lifestyle products, with 64% of
users under the age of 40. It is often offered as an accessible and immediate form of short-term credit for the younger
population who are likely to have a thin credit profile.

While there is already good practice in the BNPL provider market, with BNPL products continuing to grow in popularity, it is
possible that consumers may struggle to manage multiple payments, particularly those who are already in debt. As part of the
UK Strategy for Financial Wellbeing, MaPS has commissioned the Behavioural Insights Team (BIT) to explore how
consumers use and manage their credit (in particular BNPL related products) and how to better support consumers.


https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://moneyandpensionsservice.org.uk/2022/06/21/buy-now-pay-later-the-customers-and-maps-concerns/

Methods

Methods

% Rapid evidence review

We reviewed academic and policy literature on the use of BNPL
products and explored evidence from UK and worldwide on
BNPL. The rapid evidence review aimed to:

e  Provide a better understanding of the scale and nature of
the BNPL market in the UK, types of products and
channels, their usage, key risk factors and current trends;
and more widely, the impact of BPNL on users financial
wellbeing and the wider UK economy.

e |dentify good practice and potential solutions that MaPS
could either implement or discuss with third parties to
support BNPL users to better manage their debts.

If .j Predictiv online survey

We also conducted an online survey using BIT’s experimental
platform, Predictiv to further explore the use of BNPL in the UK and
its implication to consumers’ wellbeing. In addition, we have
identified three segments using MaPS’ financial resilience
segmentation. Specifically, the survey aimed to better understand:

° Factors that contribute to the increase in the use of BNPL;
e Relationship between use of BNPL and spending habits;
e  Perception of affordability of current BNPL repayments;

e  Consumers’ understanding of BNPL products.

* Details of the survey methodology are provided in Appendix 1.
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Key findings 3.1 Overview of BNPL products, providers and user demographics

Overview of a typical BNPL business model*

Many BNPL providers are merchant-funded. This means that a
large proportion of their profit is made by charging retailers a
percentage of the value of every order that is placed using these
payment options. Despite this cost, many retailers in the UK,
including Marks and Spencer, H&M and ASOS, have adopted this ‘ ' ' ‘ A
model into their retail strategies. In return, companies have seen n
an increase in both the amount of sales they receive and the I -

average cost of every order. It is also reported that customers -
have been shopping more frequently.

An additional revenue stream for some BNPL service . BNPL providers
; ; : BNPL providers pay charge consumers
providers is late fees. For example, consumers who fail to make merchants for the Jate fees if they

purchase upfront miss their
payment

payments that they owe to the BNPL provider are charged a late
fee. If the customer fails to make their repayment after a further
seven days, they are charged another late fee.

To prevent customers from incurring further costs that they may
not be able to pay, BNPL providers could prevent customers from BNPL

making any new purchases until they have cleared the payments providers
that are due.

* Note that this reflect a more conventional BNPL business model, but other 13
models exist


https://www.klarna.com/uk/blog/the-questions-on-your-lips-how-does-klarna-make-money/
https://www.lawcareers.net/Explore/CommercialQuestion/Shoosmiths-Buy-now-pay-later-services-the-regulation-debate

Key findings 3.1 Overview of BNPL products, providers and user demographics

BNPL currently accounts for 5% (£6.4 billion) of the UK e-commerce
market with over 20,000 merchant partners.

Globally, BNPL has even been estimated to grow to USD $900 billion by 2026. While
there are various estimates of the current size of BNPL usage in the UK, evidence
has consistently shown that BNPL has been growing rapidly over the past years.

. UK e-commerce UK BNPL
The BNPL market currently takes up 5% (£6.4 billion) of the UK e-commerce market, market (2020): market (2020):
however, BNPL is showing a 200-300% annual growth rate and it is estimated to £120 billion £6.4 billion

account for 10% of all UK e-commerce spending by 2024.

Klarna, Laybuy, and Clearpay are some of the major third-party BNPL providers
in the UK. With the rapidly growing industry, more providers including banks are now
offering BNPL options.

e For example, HSBC, NatWest, and Monzo have launched a BNPL scheme for
their customers. Klarna.
Say hello to
e  The number of merchants offering BNPL as a checkout option has also jyonzo Flex
increased drastically. There are currently over 20,000 merchant partners. clearpaye®

* BNPL is only one of the many forms of credit consumer use. See Section 3.3 for an
overview of other credit products. V LAYBUY
14


https://www.juniperresearch.com/infographics/buy-now-pay-later-statistics
https://www.visa.co.uk/dam/VCOM/regional/ve/unitedkingdom/PDF/reports/vca-europe-bnpl-paper-v6-final.pdf
https://www.visa.co.uk/dam/VCOM/regional/ve/unitedkingdom/PDF/reports/vca-europe-bnpl-paper-v6-final.pdf
https://www.which.co.uk/money/credit-cards-loans/credit-cards/buy-now-pay-later-schemes-explained-aI8qz1J5BKC0
https://www.visa.co.uk/dam/VCOM/regional/ve/unitedkingdom/PDF/reports/vca-europe-bnpl-paper-v6-final.pdf
https://www.visa.co.uk/dam/VCOM/regional/ve/unitedkingdom/PDF/reports/vca-europe-bnpl-paper-v6-final.pdf

Key findings 3.1 Overview of BNPL products, providers and user demographics

The majority of BNPL users are under 40 but demand is increasing
across all age groups

Demand for buy now, pay later has increased across all age groups

Respondents who expect to use BNPL in the next 12 months (%)

. 2021 2022

BNPL users have increased rapidly:
e  Asurvey conducted in 2021 estimated that approximately 10.1 million
people in the UK have used BNPL within a 12-month period, and there 253«
is currently a 70-80% annual growth rate in BNPL service users. 354
e  28% of the UK adult population made at least one BNPL repayment in
2021, up from 23% in 2020, suggesting that 2.6 million more people
are now using BNPL compared to a year ago.

18-24

45-54

55-64

Majority of BNPL users are under 40 but demand in older people is 0 10 20 30 40 50
increaSIng as We": Total of respondents who said they had used BNPL and intended to do so again and those who had not used it but
intended fo do so in the nexr 12 mor?r"s
e  Younger users are still the group most likely to use BNPL products. e Centre o inancial Capabily, Savents

The Centre for Financial Capability found that, of the 18 to
24-year-olds surveyed, 54% expect to take out a loan over the next

year, a 6 percentage point increase compared to the same period 12 This is likely because BNPL providers have largely

months ago. focused on targeting young consumers, advertising

. - the use of BNPL options when shopping. In fact,
H h [ le - al t fifth
° owever, demand has increased among older people - almost one fi 76% of BNPL users said they have come across

of over-65-year-olds said they had used the products or intend to do BNPL advertising on social media, and 2lmost half

so in the next 12 months, compared to less than 10% last year. of users aged 18-24 said they have been targeted
Spreading out payments due to rise of living cost was mentioned as a through paid social media advertisements.

key reason for use. 5

f@f Why might that be?



https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.equifax.co.uk/about-equifax/press-releases/en_gb/-/blog/use-of-buy-now-pay-later-hits-all-time-high-as-shoppers-look-to-spread-the-cost-of-black-friday-and-festive-period-9/
https://www.tcfc.org.uk/
https://www.ft.com/content/524a7e1e-4ff0-48d6-b9b1-973a9dd4e8d9
https://www.pymnts.com/bnpl/2023/share-of-uk-senior-citizens-using-bnpl-doubled-in-2022/
https://www.ft.com/content/524a7e1e-4ff0-48d6-b9b1-973a9dd4e8d9
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.

Key findings 3.1 Overview of BNPL products, providers and user demographics

Comparison of the key BNPL providers in the UK

Third-party
BNPL

providers

Klarna.

Repayment plan

3 installments; Paid at

Are repayments
taken
automatically?

Yes for the

Reminders for
repayment

Reminder text on the

Late payment fees

None

Credit checks*

‘Soft’ credit search and

Source: Bain; Which?; Money Saving Experts

Passing missed payments
to debt collection
agencies?

Yes. Will try to take payment

PayPal

purchase, then monthly

SMS 10 days before
payment is due

purchase, then 3-installment day the payment is internal credit scoring again but if that fails,
monthly. Klarna also option; No for due; Push notification system. Will share outstanding amount will be
offer another option to the pay in 30 the day before a purchases with credit added to next payment.
pay up to 30 days after | days option payment is due via the reference agencies. Multiple missing payments
placing the order app will be passed on.
4 installments; Paid at Yes Reminders via SMS £6 late fee; For No affordability checks. | Sometimes, but only as a
clearpay<® purchase, then every and email prior to orders over £24 late It starts by giving a low | last resort. Missed payment
two weeks payments due fees are capped at lending limit which will will lead to immediate stop
25% of the total increases with for further purchase.
order cost or £36, repayments
whichever is less
V LAYBUY | 6 installments; Paid at Yes Reminder email and a £6 late fee; Can be ‘Hard’ credit search on Sometimes, but only as a
purchase, then every push notification the charged twice per first purchase, internal last resort. Missed payment
week day before payment is missed installment credit scoring system will lead to immediate stop
due for all purchases for further purchase.
' 3 installments; Paid at Yes Reminder email or None PayPal says it runs Yes. Automatically pass on

‘soft’ credit checks ‘if
needed’

after 90 days of negative
balance.

* A credit check is when a company looks at an individual’s credit report to see their financial history. A soft credit check doesn’t leave a visible footprint on the credit file, but it is recorded. This means no other lenders can see
it and it won't affect individual’s credit score. However, a hard credit check will look at the financial history, so the lender can see track record of repayment history and it could have an impact on credit score.


https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.which.co.uk/money/credit-cards-loans/credit-cards/buy-now-pay-later-schemes-explained-aI8qz1J5BKC0
https://www.moneysavingexpert.com/loans/buy-now-pay-later/#:~:text=Buy%20now%2C%20pay%20later%20(BNPL)%20is%20a%20simple%20concept,the%20cost%20of%20your%20shopping

Key findings 3.1 Overview of BNPL products, providers and user demographics

Comparison of the key BNPL providers in the UK

Source: Which?; Virgin Money; Monzo; HSBC

Other Repayment plan Are Reminders for Late payment fees Credit checks Passing missed
BNPL repayments repayment payments to debt
providers taken collection agencies?
automatically?

NatWest Spread payment over £50 No No Yes, £12 late payment Not specifically for the Yes but limited

over 4 monthly installments fee if more than a day BNPL product. information on how this

late, applied once per Maximum credit limit will happen
month £1,000

HSBC Spread payment over £250 No No Late payment will be Not specifically for the Did not mention

into 3-, 6-, or 12-monthly moved back to standard | BNPL product but need

installments, with a set credit card balance to be current credit card

monthly fee holders.
Monzo Spread payment over £30 Yes, setup when | Yes No late fee but payment | Not specifically for the Yes if consumers do not
Flex over 3 installments. 6- and first use will no longer be interest | BNPL product. make payment after 7

12-installment options free. Maximum credit limit days.

available but not interest £3,000

free
Virgin Spread payment over £30 No Yes, a monthly No late fee, but Credit and affordability Yes, if consumers do
Money across 3, 6, 9 or 12 months. payment request consumer will receive checks before any not make the minimum
Slyce There is a 7.5% and 10% emails and app spending starts. payment

fee for the 9- and 12-month notifications about the Maximum credit limit

plan though late payment £3,000



https://www.which.co.uk/money/credit-cards-loans/credit-cards/buy-now-pay-later-schemes-explained-aI8qz1J5BKC0
https://uk.virginmoney.com/cards/slyce/
https://monzo.com/flex/
https://www.hsbc.co.uk/help/card-support/instalments/

Key findings 3.1 Overview of BNPL products, providers and user demographics

Our survey found that third-party BNPL providers were used substantially more
than services provided by banks

Which of the following BNPL providers have you Have you ever used the BNPL services provided
used? (n = 2,507) directly by banks? (n =2,507)

Klamn3 Monzo (Monzo Flex)
PayPal Credit
Zilch Natwest 11%

ll

HSBC 11%

. Other free text
Lavb 11% o responses: ‘Barclays’,
yoy Virgin Money (Slyce) 6% ‘Halifax’, ‘Santander’
| haven’t used BNPL through 1% Other free text responses:
a third-party provider ‘VeryPay’, ‘JD Wiliams ,
Credit’, ‘NextPay’, ‘Creation’, No | ha;’ﬁg;;ﬁ?ﬁﬁ;ﬁt 69%
Dontknow 1% Monzo Flex’, ‘Argos

18



Key findings 3.1 Overview of BNPL products, providers and user demographics

1 in 2 said that they would prefer to use third-party BNPL providers, based on their
previous good experiences and that these would be the easiest and quickest to use.

Of those who would use BNPL again, In the Why would this be your top choice?
future, would you prefer to use BNPL from a (top three reasons for choosing, n = 1,885)
third-party provider (e.g. Klarna, Clearpay),
go through your bank (e.g. Monzo, HSBC) or
directly from the retailer? (n = 2,398)

A third-party i1 Directly from BANK

provider the retailer Your bank

I've used them

before and had , ,
47% A third-party provider 58% a good 46% Itseasytouse 56% It's trustworthy

experience

I've used them
18% Directly from the retailer before and had

0, I 0, o ’
56% It'seasytouse 44% a good 39% It's easy to us
experience
14% Your bank They can
support me if |
47% It's quick 40% It's quick 38% have trouble
0 making
21% Any of these repayments

Full results in Appendix. 19



Key findings 3.1 Overview of BNPL products, providers and user demographics
Sales channels of BNPL providers vary but majority focus on 1) embedding

express checkout at the payment page, 2) shopping via a BNPL app, and 3)
in-store checkout with BNPL

Most of the BNPL providers operate by embedding an e-commerce checkout option that allows consumers to select at the point of purchases.
However, the sales channel varies between providers. Below we have provided some examples of sales channels from key BNPL providers:

1. Express BNPL checkout 2. Shopping through the BNPL app 3. In-store checkout with BNPL
option at the payment page

oan i’ ¥ \
ORDER SUMMARY Y- 9:41 S
@ chmpye /9 = clapay® @
SUBTOTAL $400.00
Q.8 l ' ’ Q searsh o any siceor pioauct
SHIPPING TBD
ESTIMATED TAX $24.00 25 At Comqores ScpinGoe  MostPopuar
Favorites °
TOTAL $424.00
Reste 3=+ CARDHE
4 interest-free payments of $106 The Cardi 8 Resbok
interest-free payments of §1
Mamesl | earn more Coliection J
[ N W ()
o = e
- Womerrs Vans Ska-Hi New Bolance 574 Block
G Y q
o Collections for you
Recommended for you
Checkout

.
Klarna. Express Checkout t E

SHEIN Summer Collection Best Shoos for b
Buy with & Pay -

20



Key findings 3.1 Overview of BNPL products, providers and user demographics

Our survey found that more than 6 in 10 said they have used BNPL directly
through a retailer. Interest free and installment payments were the most popular
ways to use BNPL.

Of the 63% who say they have used a BNPL product Where have you used BNPL?
offered directly through the retailer, top mentioned
retailers were (n = 1,582) | ‘}*_ diiiiy
Y | -
1 Argos 195 mentions 63% 27% 10%
Online only Both In-store only
2 Very 178 mentions What kind of payment option Did you have to pay
have you used when shopping interest on your last
with BNPL? (participants could BNPL purchase?
3 Curry’s 131 mentions

select multiple options)
No, it was interest
1) ’
76% free

4 Amazon 131 mentions 86% Pay in installments

Yes, there was

0,
43% Pay full amount at a later 21% interest

dat
5 Next 72 mentions ate

1% Don’t know (exclusive) 3% Don't know

21



3.2 User behaviours and perceptions of BNPL
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Key findings 3.2 User behaviours and perceptions of BNPL

The majority of consumers use BNPL purchases for luxury items (e.g. fashion and
electronics). However, BNPL purchases are diversifying to essential items (e.g.
groceries), possibly due to increase in living costs.

Fashion items such as clothes, shoes, accessories are one of the top categories of
what consumers commonly use BNPL for. Recent data suggested that 51% of
female consumers have used BNPL for fashion items.

Electronics including TV, computers,and mobile phones are closely followed by
fashion items, especially amongst male consumers, with 40% of male consumers
indicating they have used BNPL to buy electronics.

Other popular items people use BNPL for were related to home and wellness, with
AN\ around one-fifth of consumers expressing using BNPL on these items in the
ﬁ Home & wellness past 6 months. This includes home appliances, home decorations, and health and
wellness products

Emerging trends also suggests a diversification in the categories for BNPL spend,

- possibly due to the increase in living costs. In particular, BNPL providers are offering

bﬁ"l Groceries BNPL options on weekly groceries, pet food, and hot drinks. For example, the online
grocery store Flava is offering a BNPL option to struggling families without credit

checks for food items. 23



https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.equifax.co.uk/about-equifax/press-releases/en_gb/-/blog/use-of-buy-now-pay-later-hits-all-time-high-as-shoppers-look-to-spread-the-cost-of-black-friday-and-festive-period-9/
https://www.equifax.co.uk/about-equifax/press-releases/en_gb/-/blog/use-of-buy-now-pay-later-hits-all-time-high-as-shoppers-look-to-spread-the-cost-of-black-friday-and-festive-period-9/
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.citizensadvice.org.uk/about-us/about-us1/media/press-releases/one-in-12-now-using-buy-now-pay-later-to-cover-essentials/
https://www.theguardian.com/money/2022/jan/29/buy-now-pay-later-grocery-schemes-are-a-debt-trap-for-struggling-families

Key findings 3.2 User behaviours and perceptions of BNPL

Awareness, accessibility, and affordability are three key drivers for
the increase in BNPL adoption.

=

Accessibility:

easy access and
convenience

BNPL providers have largely focused on targeting the younger population. In fact, data from a Forbes
survey showed that 76% of users have come across BNPL through advertising on social media
platforms, and 49% of users aged 18-24 said they have been targeted through paid social media
advertisements.

Given BNPL providers are not required to run ‘hard’ credit or affordability checks before lending money,
this means it's easier for consumers to access comparing to traditional credit products (e.g. credit cards).
BNPL providers often offer discounts and offers, intuitive navigation, wide availability, and better customer
service compared to traditional credit products. This, as a result, has attracted a large number of users.

In a survey of 2,000 UK adults, 52% expressed the absence of fees and interest was one of the top
reasons for them to choose BNPL over other credit products.

In fact, had all BNPL purchases in the UK over the past 12 months been conducted using rolled-over credit
card debt, the equivalent interest paid by customers would amount to £103 million.

When asked about why people use BNPL, 40% highlighted spreading out the cost of the purchase as a
top reason, with 77% agreeing that BNPL was a means to help them manage their finances - this is
true across the income spectrum.

With the impact of the living cost crisis, a recent Forbes survey found that 70% of BNPL users have
expressed using these services more frequently over the last six months.

24


https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.

Key findings 3.2 User behaviours and perceptions of BNPL

Our survey found that people tended to use BNPL because it made purchases
affordable and there were no fees or interest. The ‘squeezed’ and ‘struggling’
segments were more likely to use it to buy things they couldn’t afford otherwise

% who use BNPL because...

It made it more affordable

There are no fees or interest

The purchase was expensive and
| couldn’t afford it otherwise

It helps me manage my finances

It was offered to me at checkout

| was waiting to get paid

The purchase was essential and |
couldn’t afford it otherwise

| wanted to try it out

Full results shown in appendix

(N = 2,507)

The " segment were
more likely to use BNPL because
there were no fees or interest.

The “and °
segments were significantly more likely
to use BNPL to buy things they couldn’t
afford otherwise, or because they were
waiting to get paid.
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Our survey found that more than half currently had at least one BNPL purchase
they haven’t yet paid off in full. Of them, 6 in 10 have multiple outstanding
payments and over half BNPL debt worth more than £100

Of the 55% who have purchases made with BNPL that they have not yet paid in full... (n = 1,391)

How many purchases have For these purchases, roughly how
you not yet paid in full? much do you need to pay back in total?
40% One 6% Less than £25
31% Two N 60% currently have multiple 16% £25 to £50
0 purchases they have not o
16% Three yet paid in full. This was 23% £5010 £100
0 significantly higher for those 0
6% Four > in the ‘Struggling (65%) or 24% £100 to £250
2% Five ‘Squeezed’ (59%) segments 16% £250 to £500
than the ‘Cushioned’ segment
4% More than five) (56%). 14% Over £500
1% Don't know 1% Don't know

69% say they have used BNPL even when they originally planned to pay for the item in full
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Key findings 3.2 User behaviours and perceptions of BNPL

Our survey found that nearly 9 in 10 suggested that their shopping habits had
changed since they started using BNPL

Since using Buy Now Pay Later, have you done any of the following?

Bought something you would have 50%
had to save for

Checked whether BNPL was available 44%,
when shopping
Spent more than you planned to 38Y,
because BNPL was available o

None of the above 13%
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Key findings 3.2 User behaviours and perceptions of BNPL

Our survey found that 1 in 2 said the recent rise in prices has changed how they
use BNPL. This was higher for the ‘Struggling’ and ‘Squeezed’ segments.

S &
u’

52% say the recent rise in 42% say the recent rise in 39% say the recent rise in
prices has changed how prices has changed how often prices has changed the types of
they use BNPL they use BNPL things they buy with BNPL
This was statistically significantly 75% say they use BNPL more often % who use BNPL
higher for the ‘Struggling’ (56%) than they used to (n =2,124) more or less on... More Less
and ‘Squeezed’ (55%) than the (n=1,984)
Cushioned (42%) segments. Essential purchases 51%  24%

Expensive purchases 63% 28%

Different types of

purchases 54% 30%
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Key findings 3.2 User behaviours and perceptions of BNPL

Our survey found that 1 in 5 say they have used BNPL on essential items such as
groceries, toiletries, bills or fuel. This was significantly higher for the Struggling or
Squeezed segments.

For what types of purchases have you used Buy Now Pay Later?
(See Section 6.2 for segmentation breakdown)

48%  47%

()

o
37% 19% say they have used BNPL on essentials. This was
significantly higher for those in the ‘Struggling’ or
‘Squeezed’ segments (21% each) than those in the
‘Cushioned’ segment (15%).
26%
18% 0
17%  16% ,
o 6%
E ~\l & " I l $ o ‘r P )T*\&\;‘ [‘ ‘7 1-- '/. $_'— - .v\,_-
\ r w ] 100} =71
™ 10 & 6 4 |t == W =3 BB
Clothes, Home

Electronics shoes &  appliances Gifts Entertainment Health &  Children’s Takeaways Transportation

accessories & furniture beauty goods
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Key findings 3.2 User behaviours and perceptions of BNPL

3 in 10 said they would use BNPL for essential purchases in future. This is a 50%
increase compared to past usage. Nearly all participants said they would consider
using BNPL again for at least one type of purchase in future.

61% For what types of purchases would you consider using BNPL again?
:@E
31% say they would use Gender differences:
52% BNPL on essentials. This was  33% of women would
significantly higher for those @ use BNPL on essentials,
46% in the ‘Struggling’ (34%) or compared to 28% of
‘Squeezed’ segments (32%) men.
than those in the ‘Cushioned’
segment (25%).

22% 19%
(1]
1%
~ = 1 S
S S Ly T B ; v $= g o -
e 4 - . IJ:/ ‘w ' e — == 0
4 | I '! T -( ; @ k ST 5 2%
- @ . -~ annnr ==
Home Clothes, . , | would not
Electronics appliances shoes & Gifts  Entertainment Chltl)dggg s HBe:;tuht& Transportation Takeaways use BNPL
& furniture accessories 9 y

again



3.3 The use of multiple credit products and the potential
risks and benefits associated with BNPL
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Key findings

3.3 Use of multiple products and potential risks

Credit cards remain the most widely used credit products for building a credit
profile, while higher-cost credit products are least widely used and are seen as

an emergency oEtion

More widely used

Credit cards 0-50% APR

Overdrafts 19-40% APR

BNPL products Majority 0%
Informal / Varied

unregulated loans

Higher-cost retail

_2N0,
credit products 10-30% APR

Higher-cost credit
products

Up to
1,500% APR

Less widely used

Credit cards are one of the most commonly used credit products. Consumers, especially from the
younger population described the use of this as a transition to adulthood. It's seen as a way to
smooth out spending but also to build their credit rating.

Consumers often see overdrafts as an extension of their current accounts. Some reported seeing
this as their ‘own’ money in which they can freely access, especially as an easy option to cover
spending towards the end of the month.

Similarly, BNPL products are seen as a way to smooth out spending. Consumers also find it a widely
available and easily accessible option.

Informal loans, e.g. loan from family and friends, are seen as a safe and ‘relaxed’ option. However,
consumers also expressed borrowing from informal contacts/loan sharks would be their last resort,
mostly due to the high interest rates and the shame of having to borrow from close contacts.

Consumers viewed higher-cost retail credit products to be something that used to be convenient, but
have been replaced by newer options (e.g. BNPL). This is still seen as a convenient means for
unexpected or large purchases from retailers, despite concerns about the higher interest rates.

Higher-cost credit products are described as an option for emergency situations where consumers
need money quickly, if they need to repay other credit products to avoid interest, or when access to
other options is not available.

Source: Britain Thinks report; MoneyHelper; MoneySupermarket; RetailCU;
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https://www.fs-cp.org.uk/sites/default/files/20220707_britain_thinks_word_report_v1.pdf
https://www.moneyhelper.org.uk/en/everyday-money/types-of-credit
https://www.moneysupermarket.com/credit-cards/what-is-an-apr/#:~:text=APR%20and%20credit%20card%20interest%20rates&text=Credit%20card%20interest%20rates%20range,about%2018%25%20or%2019%25.
https://retailcure.org.uk/loans/

Key findings 3.3 Use of multiple products and potential risks

The ‘disconnect’ between BNPL and credit cards could impose risks
to individual’s financial wellbeing and the wider economy

As discussed in the previous slide, a credit card is one of the most commonly used credit products consumers use for their
purchases. While it shares many of the same use cases with BNPL, consumers do not always consider BNPL credit as debt. This
disconnect between BNPL and credit cards could be problematic for several reasons:

9 While the use of
" credit cards is still dominating across all age grOUpS there is an Figure 6: While buy now, pay later is most popular with younger consumers, it also appeals to many
’ older ones as well

increasing trend for young consumers to adopt the use of BNPL
products. With BNPL currently being unregulated, this means it could
be challenging to evaluate an individual’s debt profile/credit rating and

Percentage of online shoppers who are credit card or BNPL users

identify individuals who are struggling to manage multiple credit. - e —T

@ Most BNPL providers o N
accept credit cards as a repayment option, including Klarna, Laybuy 3544 s [ T
and Clearpay. 4 in 10 people revealed they have borrowed money to i - [ -
pay off their BNPL debts. The rate was even higher in the 18-34 age o w0 s
group, where half of the respondents had done this. However, if a 100% 5 0 50 100%
consumer |S Unable to meet the|r BN PL payments On'time, transferrlng [l Percentage cf respondents who are credit card users [Jl] Percentage of respondents who are BNPL users
BNPL debt to their credit card could result in an even hlgher level of Source: Bain & Company survey of 2,002 UK consumers who shopped oning in he past 12 months, conducted July 2021

debt. In fact, Capital One in Australia deemed the risks so great it has
banned consumers from charging BNPL to their global credit cards.
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https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.bain.com/globalassets/noindex/2021/bain_report_buy_now_pay_later-in-the-uk.pdf
https://www.which.co.uk/news/article/how-to-pay-off-buy-now-pay-later-debts-with-klarna-clearpay-and-laybuy-avpLw3R3memz
https://www.which.co.uk/news/article/how-to-pay-off-buy-now-pay-later-debts-with-klarna-clearpay-and-laybuy-avpLw3R3memz
https://www.reuters.com/article/us-capital-one-fin-payments/capital-one-stops-risky-buy-now-pay-later-credit-card-transactions-idUSKBN28H0OR

Key findings 3.3 Use of multiple products and potential risks

Potential risk for BNPL: Without affordability checks and transparency
on individual’s credit history, debts could get out of control easily

1. Struggling to keep up with the repayments

As BNPL currently falls outside of Financial Conduct Authority (FCA) regulation, BNPL providers are not obligated to run affordability checks on
users. This means that consumers could end up taking more debt than they can afford. While data suggested that the total amount borrowed by
each individual has only increased slightly, from an average of £120.35 in December 2020 to £125.32 in October 2021, consumers struggled to
keep up with the repayments. For example:

° A survey in 2022 suggested that almost one quarter of consumers Growing numbers affected by BNPL late fees
are missing monthly payments (24%) and more than one quarter Respondents who said they had been charged late payment fees (%)
are skipping payments at least every few months (27%). In -0
particular, those under the age of 35 struggled to keep up with their 1824

repayments the most.

) Similarly, 30% of UK consumers have used BNPL to buy goods, and of
these, almost a third (31%) saying the lending had got them into
problem debt

35-44

‘@‘ 45-54
Missed (or late) payments is likely to have knock-on effects which affect -
individual’s financial wellbeing. For example, amongst consumers who missed

their BNPL repayment, 28% were charged a late fee; 26% fell behind on 65+
another payment, and 25% fell behind on a bill.

o
=
o
o
=]

In 2020, BNPL users were charged a total of £39 million in late fees. = The CeRieior Fioand SECRb Ry, Searse y


https://www.equifax.co.uk/about-equifax/press-releases/en_gb/-/blog/use-of-buy-now-pay-later-hits-all-time-high-as-shoppers-look-to-spread-the-cost-of-black-friday-and-festive-period-9/
https://www.ft.com/content/524a7e1e-4ff0-48d6-b9b1-973a9dd4e8d9
https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.theguardian.com/business/2022/jun/23/buy-now-pay-later-uk-research
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.fca.org.uk/firms/consumer-duty

Key findings 3.3 Use of multiple products and potential risks

Our survey found that 3 in 10 said that they have experienced an issue when
managing their BNPL spending, although this was higher for the Struggling (38%)
and Squeezed (34%) segments compared to the Cushioned segments (24%).

Have you ever faced any issues when trying to manage your BNPL spending?
Missed a payment 14%
Been charged a late fee 14%
Fallen behind on other payments 1%

Fallen behind on your bills 9%

This was significantly higher for those
Been referred to a debt collection agency 8% L the.‘Cushloned’ (76%) segment than
those in the ‘Squeezed’ (66%) or
‘Struggling’ (62%) segment.

Been penalised for paying early [/

| have never faced any issues when trying to 68%
manage my BNPL spending
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Key findings 3.3 Use of multiple products and potential risks

We found that those who had issues reported that it was because their spending was
too high, they had other repayments or they didn’t know their payment was due.

Of those who have faced an issue when managing their BNPL spending, Why did you have problems managing
your BNPL spending? (n = 780)

My spending was higher at the time so | didn’t have
the money

| had to prioritise other borrowing repayments

| didn’t know a payment was due

| didn’'t know | would be charged a late fee

| borrowed too much

I lost my job
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Key findings 3.3 Use of multiple products and potential risks

Potential risk for BNPL: Those who struggle to keep up with repayments have
reported to have negative impact on both their financial and mental wellbeing

2. Negative on individuals’ (financial and mental) wellbeing

It's evident that engaging in (multiple) BNPL products could have a negative impact on individuals’ financial and mental wellbeing, especially for
young consumers who are struggling to keep up with BNPL repayment.

1.in 10 BNPL users have been chased by debt collectors in 2021, with 96% of people
facing debt collection for BNPL debts reporting at least one negative impact.

Data from a recent YouGov poll indicated that 39% of those with BNPL debt reported
that credit had recently had a negative impact on their health, relationships or
work. This compares to 22% of those who hold any credit product with an outstanding
balance.

40% of those with a BNPL loan had taken negative coping actions to keep up with credit
repayments in the last 12 months, including using credit to repay credit, falling behind on
housing payments or utility bills, asking family or friends for help or cutting back to the
point of hardship. This compares to 21% of those who hold any credit product with an
outstanding balance.

Similarly, 17% of those who hold BNPL debt meet StepChange’s definition of severe
financial difficulty, comparing to only 9% of those who hold any credit product and 6%
of all UK adults.

<? 54% turned to other forms

~— of borrowing to pay off
their debts, e.g. credit
cards, loan

@ 46% had sleepless nights

40% ignored text, emails,
letters or calls in case
they were about their
debts
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https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.stepchange.org/media-centre/press-releases-bnpl-consumer-struggles.aspx
https://www.stepchange.org/media-centre/press-releases-bnpl-consumer-struggles.aspx
https://www.stepchange.org/media-centre/press-releases-bnpl-consumer-struggles.aspx
https://www.fca.org.uk/firms/consumer-duty

Key findings 3.3 Use of multiple products and potential risks

Potential risk for BNPL: Consumers might not always understand the BNPL
products they have signed up for, and this could lead to missed/late payments

3. Consumers lack understanding of BNPL products

Consumer’s struggle to manage their BNPL credit could be due to the lack of understanding of the BNPL products. The seamless and user-friendly
experience could contribute to the lack of understanding of what consumers have signed up for. In fact, a survey in 2022 found that 25% of BNPL
users did not claim to know how much money was going out of their account monthly, as a result of paying off their loans. This highlights
the risk for consumers to spend beyond their means and/or struggle to keep up with their repayment schedule. In the long run, late or missed
payments can attract a fee and negatively affect the individual’s credit file. Common barriers / misunderstanding of BNPL include:

TP A survey in 2020 found that 13% of BNPL users said they had accidentally used the service because it
II( .
was selected as the default payment option at checkout.

41% of people who were aware of BNPL either didn't believe or didn't know that missing a payment
;;:' could lead to the BNPL firm passing the debt on to a debt collection agency. In the case that the retailer
‘ falls into administration, you’ll still have to continue meeting your repayments as normal if you want to
keep the items.

None of the UK top 100 retailers who offered BNPL warned consumers that they could be referred to
TP debt collectors at checkouts. This was only mentioned separately in the T&Cs or fine prints.
’lf Extra steps to accessing information (e.g. open separate tab and read through small prints) act as

barriers to people making an informed decision on whether the credit product is appropriate for them. 8


https://www.forbes.com/uk/advisor/credit-cards/buy-now-pay-later-statistics/#:~:text=Our%20study%20found%20that%20consumers,quarters%20using%20them%20more%20regularly.
https://www.which.co.uk/news/article/think-less-spend-more-how-buy-now-pay-later-firms-encourage-impulse-buying-azBjN8j04KMn
https://www.which.co.uk/news/article/think-less-spend-more-how-buy-now-pay-later-firms-encourage-impulse-buying-azBjN8j04KMn
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Debt%20and%20Money%20Publications/BNPL%20Debt%20Collection%20(1).pdf
https://www.fca.org.uk/firms/consumer-duty

We found that 2 in 3 did not know that BNPL isn’t always an agreement with them
and the retailer they buy from. 4 in 10 did not know they may be approved for BNPL
even if they could not afford it.

% who correctly identified the following statements to be True (n =2,507)

Buy Now Pay Later is a form of borrowing.

%
Some Buy Now Pay Later providers may charge a late fee if you don’t keep up with 61 0

our repayments.
y pay Average knowledge score*

Using Buy Now Pay Later can affect your credit score.
Overall knowledge was

BNPL b d both onli d in store.
can be Used both onfine and in store statistically significantly higher

You may be approved for BNPL even if you can’t afford it. for those in the ‘Cushioned’
) . . (62%) or ‘Squeezed’ (61%)
% who correctly identified the following statements to be False (n = 2,507) segments than the ‘Struggling’
Buy Now Pay Later is the only way you can buy some products. (60%) segment.

When | use BNPL it is always an agreement between me and the retailer | buy the
product from.

Agreements that last less than 12 months are regulated by the Financial Conduct
Authority (FCA), which means you are protected if something goes wrong.

* Average knowledge score refers to the average percent of statements correctly stated as True or False. 39



Key findings 3.3 Use of multiple products and potential risks

Our survey found that despite the risks, people have generally enjoyed the
positive impacts of BNPL, with fewer experiencing problems.

Have your Buy Now Pay Later repayments ever caused any of the following?

Made it easier to buy something you enjoy 54% say they have
experienced positive
impacts of BNPL. This was
significantly higher for
those in the ‘Struggling’
(56%) or ‘Squeezed’ (55%)

Helped me manage my spending

Made you have sleepless nights

22% say they have experienced segments than the
negative impacts of BNPL. This was ‘Cushioned’ (49%) segment.
Had a negative impact on your health significantly higher for those in the A\
‘Struggling’ (24%) or ‘Squeezed’ "(%/‘-
o S (23%) segments than the ‘Cushioned’ Age: 35% of under 25's say they've
Had a negative impact on your relationships (17%) segment. had negative impacts of BNPL

compared to 21% of 25-54's and 8%
of 55 and overs.

BROEOE DO,

Had a negative impact on your work

Gender: 24% of men say they've had
negative impacts of BNPL compared

None to 19% of women
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Key findings 3.3 Use of multiple products and potential risks

We also found that people generally had positive attitudes towards BNPL, although 1
in 2 felt the risks of not being able to pay it off were high.

% who think BNPL... (n =2,507)

82%

Significantly higher

for the ‘Struggling’
(52%) and
‘Squeezed’ (48%)
compared to the
‘Cushioned’ (38%)

49%
Significantly higher
for the ‘Struggling’
(69%) and
‘Squeezed’ (68%)
compared to the
‘Cushioned’ (59%)

is easy to manage and makes shopping feel more isn’t worth the risk if you  has changed how they
pay off affordable can'’t pay it off shop

is easy to understand

41
Data collected by BIT on 13-20 March 2023.



Key findings 3.3 Use of multiple products and potential risks

Our survey suggested that good practices for managing BNPL were most
common, although negative practices were notable.

How have you managed your BNPL repayments?
(See Section 6.2 for segmentation breakdown)

Pay as soon as you have the money

Set your own reminders when the payments are due
Put money for repayments in separate account

Cut back spending on non essential items

Taken money out of savings to pay for repayments

Used a credit card to pay for repayments
Cut back spending on essential items or bills
Gone into an overdraft to pay for repayments

Asked friends or family for help
Ignored text, emails, letters or calls

| don't actively manage my BNPL repayments 1% 42



3.4 Existing good practice in BNPL products
and ways to better support consumers
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Key findings 3.4 Existing good practice and ways to better support consumers

Since the UK government’s announcement on the planned BNPL regulation,
BNPL providers have taken steps to ensure consumers have a better
understanding of their contract terms

Currently not all BNPL providers are regulated by the Financial Conduct Authority (FCA) under the consumer credit regulation. However, the UK
government has recently announced plans to regulate BNPL providers, with lenders requiring FCA approval and having to offer affordability checks
to potential customers. Encouragingly, 9 in 10 retailers welcomed the regulation proposal and agreed that all credit providers (including BNPL)
should have a good understanding of the credit industry and how it is regulated.

This has already driven positive changes in the industry. For example, in June 2022, Klarna has committed to report to credit reference agencies
Experian and TransUnion. FCA have also been working with BNPL providers (e.g. Clearpay, Klarna) to revise their contract terms, with the aim to
make it fairer and easier for consumers to understand. These changes include:

™ RV
@ [r: &

1.Set out what happens if 2. Clarify terms which enable 3. Right to set-off terms: 4. Continuous payment
consumers cancel purchases BNPL providers to terminate / BNPL providers should not terms: BNPL providers should
funded by BNPL loan: suspend consumers’ account prevent consumers who have make it clear how consumers
Consumers can exercise their or access to services: Make it the right to offset or deduct can cancel continuous payment
statutory rights under the CCRs clear to consumers the money owed to them by the authority and how it would

to cancel the online sales circumstances which BNPL provider from instalments. impact outstanding payments
contract. They may also have a provider would due.

contractual right to cancel it. terminate/suspend access to

service, and corresponding
consequences. 44


https://home.barclays/news/press-releases/2022/060/retailer-support-for-regulated--buy-now-pay-later--products-coul/
https://www.theguardian.com/business/2022/feb/14/four-buy-now-pay-later-firms-change-potentially-unfair-terms-clearpay-klarna-laybuy-openpay#:~:text=The%20major%20buy%20now%2C%20pay,intervention%20from%20the%20financial%20regulator.
https://www.fca.org.uk/news/statements/fca-drives-changes-buy-now-pay-later-bnpl-firms-contract-terms

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Regulation may be an effective way to
ensure the choice environment that consumers are in is designed in a way that
support multiple credit management

Drawing from evidence on BNPL and other credit products, we have summarised below the solutions and learnings that could support consumers
to better manage their credit products:

_—

Following the UK government’s proposal on BNPL regulation,
it is estimated that up to 876.000 UK consumers could be
prevented from falling into problem debt in a year if UK
retailers demanded more responsible behaviours from their
lending partners. For example, performing full credit checks
and reporting lending to credit reference agencies, or
switching to partnering with regulated finance providers.

Evidence from US Credit Card Accountability Responsibility
and Disclosure (CARD) Act suggested limits on credit card
fees has reduced overall borrowing costs by an average of
1.6%. There was also a 5.3% reduction in consumers with a
FICO scores below 660 (i.e. credit worthiness of fair or
lower). While there was no evidence of a reduction in the
volume of credit, it was estimated that the CARD Act saved
consumers US$11.9 billion a year.

In June 2022, the EU Council decided to revise the
Consumer Credit Directive. Under the new rules, BNPL

providers will be required to:

o ensure consumers have easy access to all
necessary information about the credit and its
total costs, especially in digital and smart device
friendly format that enables consumers to read all
information contained in an advertisement or
pre-contractual documentation.

o assess the consumer’s ability to repay the credit,
by taking into account consumer’s interest, income,
expenses, and other financial and economic
circumstances.

However, the effectiveness of the above changes on
consumers credit management has yet to be evaluated. 45


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32008L0048
https://home.barclays/news/press-releases/2022/060/retailer-support-for-regulated--buy-now-pay-later--products-coul/
https://academic.oup.com/qje/article/130/1/111/2338025

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Regulation could be an effective way to
ensure the choice environment that consumers are in is designed in a way that
support multiple credit management

{4 What works: Regulation (cont.) Y/
- How can this be used to inform BNPL credit

management? The use of regulatory approaches could be
an effective way to target the choice environment that
consumers are in when making decisions on credit

e  The Committee of Advertising Practice (CAP) has also
issued guidance on the advertisement of BNPL products

to prevent misleading information and, more importantly, products.

to better support consumers’ understanding of these

products. Examples of the guidance include: Regulation requires industry, i.e. BNPL providers, to
develop products in a way that is likely to result in better

o Making clear that BNPL products are a form of consumer outcomes. For example, a regulation that

requires BNPL providers to run affordability assessments
before lending could prevent consumers from signing up to
more debt than they could afford. This is in line with the UK

credit: Providers should ensure marketing for BNPL
products makes it clear that they are a form of credit
and does not state or imply otherwise.

government’s proposal that requires lenders to ensure loans
are affordable.

o Making clear the consequences on credit scores
and future payments: Providers should not claim that This has also encouraged BNPL providers to better support
their services will have no consequences or impact on consumers to better manage their credit. For example,

credit score, unless they can demonstrate that use of Klarna has introduced reminders to notify consumers of any
upcoming payments. Similarly, Lloyds bank has introduced

‘upcoming payment’ functions to help consumers stay on
top of their repayments.

the product will never affect a consumer’s credit score
or ability to access further credit.
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https://www.asa.org.uk/static/dcb7c4f7-82f8-458b-98a4ef02d298f470/Guidance-on-advertising-delayed-payment-services.pdf
https://www.gov.uk/government/news/regulation-of-buy-now-pay-later-set-to-protect-millions-of-people
https://www.gov.uk/government/news/regulation-of-buy-now-pay-later-set-to-protect-millions-of-people
https://www.klarna.com/uk/blog/introducing-additional-reminders/
https://www.lloydsbank.com/online-banking/statements/upcoming-payments.html

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Behavioural nudges that
compare repayment options could increase long term repayment

The CARD Act also included a repayment nudge to encourage
consumers to pay off a larger fraction of their balances and reduce
their overall interest payments, which led to small but significant

increase in the number of people making the 36-month repayment If you make no additional You will pay off the At o
value charges using this card balance shown in this . . you. W SheIp
. ¥ paying an estimated total of ...
and each month you pay ... statement in about ...

e The nudge took the form of a payoff disclosure: consumers’ monthly Only the minimum payment 10 years $3,284

statements were required to prominently display the cost of repaying

. .. . 2,232

the balance when only making minimum payments compared with $62 3 years (Savinzs of $1,052)

the cost when making payments that would pay off the balance within

36 months.

e Before the CARD Act, 40% of consumers with a FICO score below
620 repaid the minimum balance or less each month; on average,
27.7% of consumers repaid the minimum or less. The introduction of
CARD Act led to a 0.4 percentage point increase in the proportion
of consumers making payments close to the 36-month
repayment value.


https://academic.oup.com/qje/article/130/1/111/2338025
https://academic.oup.com/qje/article/130/1/111/2338025

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Behavioural nudges that
compare repayment options could increase long term repayment

N
{4 What works: Repayment nudges (cont.) ) How can this be used to inform BNPL credit
management? Comparing scenarios where consumers

have missed 1, 2, or more payments could be an effective
way to allow consumers to compare the amount of money
they could potentially save by making payments on time.

Similarly, experimental evidence found that, by removing the option for consumers
to automatically pay the contractual minimum for their credit card repayment, this

lead to an increase in the amounts consumers select for automatic payment. This is particularly relevant in cases where late BNPL credit
This is likely due to the increased salience of the other automatic payment option, could get transferred to their standard credit card balance.
e.g. cardholders can select a fixed monthly payment, which is typically more than This comparison could leverage on loss aversion, i.e. the
the contractual minimum. However, this does not change the total debt repayments tendency to avoid losses, and act as incentive for individuals
because cardholders who increase their automatic payments tend to also reduce to better manage their credit.
their manual payments. However, multiple evidence (1, 2) showed that availability

1 00_%'"“'“ of minimum repayment information alone does not

14.5%
(14.0, 14.9]

contribute to higher probabilities of repayment and
some consumers choose to still repay the minimum amount.
This is likely due to anchoring bias, where the consumers’

15.6%
[15.1, 16.2]

75| 28.9%
283, 29.5] l%"-‘m"’"‘" repayment patterns are psychologically tethered by the
49.8% P .
it e o suggested minimum payment amount. Studies found that
501 mmmm removing the minimum repayment information dramatically
e Paymat increased repayment value by 70%. Other experimental
e 96% Payment evidence (p.21) also found that a behaviourally-informed

[9:2,10.0]

25/

repayment slider could be effective in increasing average
repayment in a hypothetical platform.

24.9%
[24.3, 25.5)

Control Treatment


https://www.fca.org.uk/publication/occasional-papers/occasional-paper-45.pdf
https://www.fca.org.uk/publication/market-studies/review-credit-card-literature.pdf
https://www.fca.org.uk/publications/occasional-papers/occasional-paper-no-43-weighing-anchor-credit-card-debt
https://psycnet.apa.org/record/2009-00315-008
https://www.fca.org.uk/publication/market-studies/review-credit-card-literature.pdf
https://masassets.blob.core.windows.net/fincap-cms/files/000/000/306/original/Financial-Capability-Lab-Report-May18.pdf
https://masassets.blob.core.windows.net/fincap-cms/files/000/000/306/original/Financial-Capability-Lab-Report-May18.pdf
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3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Disclosure pop-up boxes could
be effective in improving consumers’ comprehension of BNPL products

el

Recent experimental evidence highlighted the potential
of disclosure pop-up boxes to improve comprehension
and decision making around the use of BNPL. The study
tested three behavioural interventions:

1. A Disclosure Box which makes key risk
information more salient at every stage of the
consumer journey;

2. A Disclosure Pop-up which adds in an extra
decision point and includes key risk information
on the payment screen;

3. A Combined+ intervention which combines (1)
and (2), as well as adding in a number of other
changes (e.g. remove branding colours and
logos, altered language to focus on BNPL being
a credit product and remove “Express Checkout"
option)

We accept the following payment methods

D &S = =

Paying by card? Choose your payment method on the next page

Checkout securely

Pay using an express method

Payin3 Leam more

EezyPay. Express checkout

Payin3 Leam more

We accept the following payment methods
o—
Eezy QPay mm [T

Please note that QuickPay and EezyPay are
credit products. Late payment or non-
payment could incur fees and could be
referred to debt collection agencies.

Paying by card? Choose your payment method on the next page

Checkout securely

lllustration of the Control (left) and Combined+ (right) at checkout screen.


https://www.citizensadvice.org.uk/Global/CitizensAdvice/Consumer%20publications/Buy%20Now%20Pay%20Later%20Experimental%20Research%20Public%20Report.pdf
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How can we better support consumers: Disclosure pop-up boxes could
be effective in improving consumers’ comprehension of BNPL products

el

Select your preffered payment method

O E Debit or Credit Card

O n Buy now, pay in 3 with QuickPay

O Buy now, payin 3 with EezyPay

We accept the following payment methods
==

Select your preferred payment method
(O E] pevitor Credit Card
Available loan options

O Borrow with QuickPay

O Borrow with EezyPay

We accept the following payment methods

Eezy QPay = E

lllustration of the Control (left) and Combined+ (right) at checkout screen.

Borrow now, pay later X
with EezyPay

By continuing this purchase, | confirm

that | have read the terms and conditions
for EezyPay and | understand the
consequences of missed or non-payments,

- QuickPay is a credit product

« We will charge you late fees for missed
payments

= Non-payment may result in handover to
debt collectors

Continue with QuickPay

Change

lllustration of the disclosure pop-up
confirmation at the payment page.



Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Disclosure pop-up boxes could
be effective in improving consumers’ comprehension of BNPL products

Figure 3: Comprehension split by question and intervention

{4 What works: BNPL disclosure nudges (cont.) b PR @Control

4 90 [/ [0 Disclosures
- @Pop up

The study findings suggested that: 70 || @ Combineds

1. There was a large and significant reduction in
participants choosing to pay by BNPL in the
Combined+ intervention, from 26% in the Control
to 17% in Combined+. However, there were no
significant effects in the other two interventions.

2. All interventions increased comprehension of
BNPL products compared to the control (business
as usual). In particular, there was an increased e
comprehension around BNPL being a credit

How can this be used to inform BNPL credit management?

product and late fees. Policy makers could explore ways to improve existing BNPL features
to ensure they are designed in a way that promotes healthy credit
3. Comprehension of the BNPL product was lowest in management. Behaviourally-designed disclosure and pop-up boxes
younger participants, in participants with the lowest could be added to improve consumers’ comprehension and prevent
household incomes, and in participants with the consumers from accidentally checking out with BNPL. For example,
lowest levels of financial literacy. Klarna has included detailed guidance on their website on how to

include disclosure messages.



https://www.citizensadvice.org.uk/Global/CitizensAdvice/Consumer%20publications/Buy%20Now%20Pay%20Later%20Experimental%20Research%20Public%20Report.pdf
https://docs.klarna.com/marketing/solutions/grab-and-go/gb/Advertising-legal-guidelines/disclosure-examples/

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Interventions could explore the
association between promotions and BNPL usage / spending to inform best
practice

Below we have identified learnings from other areas which could inform us on how to better support consumers with managing multiple credit
products:

7

1

y

Rewards, such as cashback, are routinely offered by credit card providers, and this has shown to effectively affect consumers’ use of credit
cards. For example, participation in the reward program increases the probability of credit card use by 23% and reduces the probability of
using cash by 14%.

Besides increased credit card adoptions, credit cards rewards also affect consumers’ spending: average spending and credit card debt has
increased by $79 and $191 respectively per month in the first quarter after the cashback program started. One explanation is that the reward
program induces people to become debt revolvers benefitting the bank at a very low cost of giving trivial rewards. This effect is particularly
strong for cardholders who do not carry debt prior to the program.

N

= How can this be used to inform BNPL credit management? Given BNPL providers often provide discounts and offers to attract
consumers, interventions could explore to what extent these rewards are associated with increased spending and debt on BNPL

products, along with ways to reduce impulsive purchases as a result of rewards. This could then inform the best way to design regulation
and behavioural nudges to support consumers.
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https://www.fca.org.uk/publication/market-studies/review-credit-card-literature.pdf
https://www.fca.org.uk/publication/market-studies/review-credit-card-literature.pdf
https://www.fca.org.uk/publication/market-studies/review-credit-card-literature.pdf

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Behavioural principles (e.g. action
planning, highlighting social norms, and self-imposed friction) could be
effective in encouraging better credit management

In addition to learnings from other credit products, we have also suggested ways in which behavioural science could be applied to better support
consumers in credit management:

== 1. Implementation intentions for repayment: |mplementation intention is a strategy in which individuals are encouraged to make a
“if-then plan” that would lead to better goal attainment. By encouraging BNPL consumers to consider the important behavioural steps
towards how they are going to make their repayments, financial institutions can reduce the likelihood that consumers get into problem
debts. While most of the BNPL products take repayments automatically, there are some products that still require manual repayment.
This means that MaPS could work with BNPL providers to encourage consumers to explicitly plan the steps on how they are going to
make repayments. Specifically, this could include questions about how they do it (e.g. set up direct debit), and when they do it (e.g. as
soon as they make a purchase using BNPL).

2. Social norms about people who repay on time: People are more likely to engage in a behaviour when they believe it is in line with

q- the behaviour of the majority, i.e. the social norm. For example, evidence shows that when people were told in letters from HMRC that
most people pay their tax on time, it increased significantly payment rates by up to 5 percentage points. Highlighting to individuals that
the majority of the consumers make their repayments on time could be an effective way to promote better credit management.
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https://psycnet.apa.org/doiLanding?doi=10.1037%2F0003-066X.54.7.493
https://psycnet.apa.org/record/1957-02366-001
https://www.bi.team/wp-content/uploads/2015/07/BIT-Publication-EAST_FA_WEB.pdf

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Behavioural principles (e.g. action
planning, highlighting social norms, and self-imposed friction) could be
effective in encouraging better credit management

In addition to learnings from other credit products, we have also suggested ways in which behavioural science could be applied to better support
consumers in credit management:

@ 3. Self-imposed friction to limit BNPL use: One way to

support consumers in better managing their credit is to
encourage consumers to self-impose friction to limit BNPL
usage. For example, Finder.com developed Icebox, a free
Google Chrome plugin that replaces the buy button on the most
popular e-commerce stores. Instead of buying items, users can
put items "on ice" for up to 30 days as they think through their

blue floral ruffle tea drel |SIQRQKX

Settings
View lcobox
Help

purchase. $43.00
BNPL providers or other third parties could consider creating a R o _l

tool that allow consumers to freeze their card in the BNPL i A Wl oo 0w
app/website based on a time period, with friction to prevent /. o m
impulse purchases. o (A
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https://www.finder.com/uk/icebox

Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: We showed participants one of three
proposed interventions that aim to help consumers better manage their credit to
see which one would be most acceptable

Imagine that the government set out new regulations aiming to help consumers better manage their credit. Buy
Now Pay Later lenders must now...

O Affordability n = 611 ...perform full credit checks and affordability assessments before lending to
P 4 checks consumers.
o Repayment n =640 ... remind you when your repayments are due.
nudges
. ...provide information on the potential risks of using their services at each
Disclosure _ o . . )
n =631 stage of the process, explaining that BNPL is a credit product, and removing
nudges .
Express Checkout options.
No rewards n = 625 ...stop providing discounts or offers on products for consumers using their

services
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Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: People were most supportive of the
repayment nudges, while they were least supportive of removing rewards. Around 6
in 10 said that affordability checks and disclosure nudges should be introduced.

O %)

' 4
Affordability Repayment Disclosure No

checks nudges nudges rewards
% who... (n=611) (n = 640) (n=631) (n = 625)
would still use BNPL if these regulations o o o o
were in place 74% 87% 81% 64%
think the intervention would help them o o o o
plan better to pay on time 50% e 53% 42%
think the intervention would help
vulnerable consumers plan better to pay 64% 68% 64% 50%

on time

think the intervention would help them
make informed decisions when using 56% 62% 58% 46%
BNPL services

think the intervention should be introduced 58% 72% 63% 45%

Green shading identifies statistically significantly highest (or joint highest) value within row, p <.05. 56



Key findings 3.4 Existing good practice and ways to better support consumers

How can we better support consumers: Of those who were not supportive, people
said that stopping rewards would take away the benefits of BNPL. Half worried that
affordability checks would mean they wouldn’t be accepted.

O D

4
Of those who would not use BNPL if Affordability R t nud Disclosure No
these interventions were in place, % checks epayr(:e=n86r)1u ges nudges rewards
who said it was because... (n =156) (n=117) (n = 226)
it would be annoying 22% 23% 17% 21%
it takes away the main benefit of BNPL 32% 28% 24% 54%
it would take too long to use these o o o o
services 24% 15% 23% 12%
it would make them worry about using
these services 22% 20% 29% 19%
they worry that they wouldn’t be accepted 47% 200, 33% 18%

to use it

Descriptives only, not tested for significant differences. 57






Conclusions

Summary of key findings

@ BNPL is a rapidly growing in users, merchants, and providers. While currently BNPL only accounts for 5% of the UK
& e-commerce market, market penetration is expected to double by 2024.

‘@ Majority of the users are under 40, but demand is increasing across all user groups. This is likely due to the targeted
\s advertising over social media and the nature of the younger demographic (i.e. more likely to have a thin credit profile).

Awareness, accessibility, and affordability are three key drivers for the increase in BNPL adoption: In particular,
l © consumers see BNPL products as a lower cost option and/or a way to smooth out spending. Costs are also considered low
" even when consumers have a late/missed payment.

: People are increasingly likely to use BNPL for day-to-day essentials. 1 in 2 said that the recent rise in prices has changed
r how they use BNPL. Around 3 in 10 said they now use BNPL more often than they used to. This was significantly higher for the
‘Struggling’ and ‘Squeezed’ segments. 1 in 5 now use it more for essential purchases and for expensive purchases. There is
also a gender differences, in which 33% of women would use BNPL on essentials, compared to 28% of men.

& The ‘Struggling’ and ‘Squeezed’ are more likely to struggle to manage their BNPL payments. While good practices
managing for BNPL payments were more common (e.g. 4 in 10 said they pay as soon as they have the money), 4 in 10

suggested they had struggled to manage their repayments in the past. For example, 1 in 7 have taken money out of their

savings while 1 in 10 have used a credit card for repayments. This poor payment management was more common for the

‘Struggling’ segment. s



Conclusions

Summary of key findings

ga25, Lack of understanding of BNPL products and limited transparency in individuals’ credit profiles could pose a risk to
W individuals’ financial well-being and the wider economy: Knowledge of specific aspects on BNPL is poor, as 9 in 10
people didn’t know they would not be protected if something went wrong with their BNPL payments.

- Regulations and behavioural nudges have shown to be promising in encouraging better credit management:
7 ¢ Evidence from BNPL literature as well as wider credit products suggested regulations and behavioural nudges (e.g. disclosure
pop-up boxes) could be a promising avenue to target the choice environment that consumers are in when making decision on
credit products.

ﬁ Of the interventions tested, people were most supportive of repayment reminders, which are already offered by some
CEEE BNPL providers. Around 3 in 4 said they thought it should be implemented, as people felt this would best help them manage
their repayments. BNPL users were also generally supportive of affordability checks and disclosure nudges.

é
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Conclusions

Conclusion and recommendations

This report provided an overview of the scale and nature of the BNPL market in the UK, including findings on the type of products and
usage, potential risks and benefits, and the impact of BPNL on users financial wellbeing and the wider UK economy. The report also
identified good practice and potential solutions that MaPS could either implement or discuss with third parties to support BNPL users
to better manage their credit.

We have suggested the following areas for MaPS to focus on:

/

@\ 1. Building the evidence base of the impact of 2. Partnership with government and BNPL
behavioural interventions to support consumers in credit providers to develop ‘code of conduct’ aimed at
management. While there are some evidence to suggest supporting consumers with credit management. Given
interventions such as repayment nudges and disclosure nudges there are some positive changes already taking place in the
are effective in improving repayment and comprehension of industry, MaPS can partner with government and BNPL
credit products, there is limited evidence on how these providers to develop ‘best practice’ guidelines on how BNPL
improvements could be applied to BNPL products. For example, should be communicated to consumers and how contract
policy makers can use randomised controlled trials (where terms should be set out to ensure it is fair and easy to
possible, in an online environment and/or as a field trial) to understand.

build further evidence about what works to support
consumers, especially those in the squeezed and
struggling segments. 61
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Appendices 5.1 Additional details on methodology

Methodology

Research questions

BIT and MaPS has agreed on the following research questions to guide the focus of the rapid evidence review and online survey:
1. What is the current scale and nature of the BNPL market in the UK?

2. What are the underlying causes of the recent market growth in BNPL products? Who are the providers, why do they offer them and what
market gaps are they trying to address / fill in?

3. What are the key types and volumes of BNPL products and channels used by consumers? What types of credit do consumers hold
alongside BNPL credit?

4. How do different financial resilience segments use BPNL products, for what reason and how do they manage their payments?*

5. What is the impact of BNPL products on users’ financial and mental wellbeing, and particularly for the users of multiple BNPL products?
What is the impact on the wider UK economy?

6.  What are the current trends / how is the landscape of BNPL products changing & reacting to proposed regulation?

7. What works for consumers in better managing their credit commitments? In particular, what are some key learnings that could be relevant
for the use of BNPL products? What are the most common pitfalls (e.g. behavioural, access related) and what are the most
effective ways of tackling them? What can MAPS do to help BNPL users manage their debts effectively, in particular via its Money Helper
digital service.

8. What are the key evidence gaps in understanding BNPL products and how to best prevent them?
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Appendices 5.1 Additional details on methodology

Methodology
We recruited a sample of 2,507 UK BNPL users in the Predictiv online survey

Service (MaPS) to investigate how

people use Buy Now Pay Later on an Women 45% South & East 31% White 85%
online representative sample of North 299 Asi 20,
2,507 UK BNPL users on 13 - 20 “ © ° stan °
March 2023. 18-24 18% Midlands 17% || Black 4%
25-54 69% Scot/NI/Wales 16% Mixed / other 4%
NOTE ON INTERPRETING RESULTS
1. The sample doesn't capture the digitally 55+ 13% 0 ) : "
excluded, or people not inclined to complete online ° London 15% Financial Resilience
surveys. Segment*
2. Just because people say they would do . . .
something in an online experiment, this doesn’t Median time Spent Completmg survey: 8m 22s Cushioned 30%
mean they always will in real life. We thersfore Also collected data for all respondents for social grade,
g‘;ﬁ;‘:;i:tated intent as a likely upper bound of real income, employment, education, and urbanicity. Squeezed 37%
3. When we examine differences by subgroups (e.g. *MaPS’ financial resilience segmentation uses age, .
ender, ethnicity), we only do so when the sample i i i Struggling 25%
g Y Y p gender and postcode to split participants into three

size remains large enough to draw robust inferences

from. groups: cushioned, squeezed, struggling.

Not categorised 8%
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Appendices 5.1 Additional details on methodology

The segments identified using MaPS financial resilience segmentation.

Cushioned Squeezed Struggling
(n =749; 30%) (n=923; 37%) (n =934; 25%)

Working-age consumers with
significant financial commitments but
relatively little provision for coping
with income shocks. They are digitally
savvy and have high media
consumption but this is more for
entertainment than financial
information.

They struggle to keep up with bills
and payments and to build any form
of sayings buffer. They are the least
financially resilient and the most likely
to be over-indebted.

The most financially resilient group
with the highest level of income and
savings and the lowest proportion of
over-indebted. They are most highly
engaged with their finances.

66

Segment definitions from MaPS’ market segmentation report.
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Methodology
Predictiv online survey flow

4 ; ® Sample of 2,507
P UK adults who have
used a BNPL product in the
last 12 months

Knowledge of
BNPL

RERRQ 4,7

How people
manage their
spending, impact
on wellbeing and
general financial

literacy
RER RQ 5

How people use
BNPL products

RER RQ 3, 4

Facilitators to
better credit
management

RERRQ7

Why people use

BNPL products,
future intent &
sentiment of
BNPL products

RERRQ 2, 4

Additional
questions and
demographics

RERRQ 3, 4

Standard demographics:

Age

Gender
Ethnicity
Income
Region
Urbanicity
Education
Employment
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Appendices 5.2 Additional findings from the online survey

Additional findings from the online survey

Products people have used BNPL for by segment

% who have used BNPL on these types of

overall Cushioned Squeezed Struggling
purchases... (n = 749) (n=923) (n =634)
Electronics 48% 48% 48% 48%
Clothes, shoes & accessories 47% 39% 48% 52%
Home appliances & furniture 37% 37% 36% 36%
Gifts 26% 22% 27% 29%
Entertainment 18% 15% 20% 18%
Health & beauty 17% 12% 18% 20%
Children’s goods 16% 13% 17% 19%
1% 8% 12% 12%
8% 7% 9% 7%
Takeaways 7% 4% 8% 9%
Transportation 6% 4% 6% 6%
5% 3% 5% 5%
4% 4% 5% 4%
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Appendices 5.2 Additional findings from the online survey

Additional findings from the online survey

How people manage their BNPL repayments by segment.

% who say they have... Overall Cl(’:zi_,c;';;ad S(c:\u::zz;d St(;ugg;ir;g
40% 35% 42% 42%
29% 28% 28% 29%
19% 17% 18% 22%
19% 13% 21% 19%
13% 12% 12% 14%
10% 10% 9% 10%
10% 7% 1% 10%
9% 8% 9% 9%
8% 8% 7% 9%
6% 5% 4% 8%

| don't actively manage my BNPL repayments 1% 16% 9% 9%
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Appendices 5.2 Additional findings from the online survey

Additional findings from the online survey
Reasons people use BNPL by segment.

% who use BNPL because... Overall Cl(’::";;gfd S(c:\u::zz;d St(;ugg;zr;g
It made it more affordable 41% 40% 41% 42%
There are no fees or interest 37% 43% 34% 36%
The purchase was expensive and | couldn’t afford it otherwise 31% 26% 32% 34%

It helps me manage my finances 30% 34% 29% 29%

It was offered to me at checkout 23% 24% 23% 19%

| was waiting to get paid 19% 15% 22% 19%

The purchase was essential and | couldn’t afford it otherwise 19% 16% 19% 22%

| wanted to try it out 17% 18% 17% 15%

It was easier to access than other credit products 17% 16% 16% 17%

It was recommended to me by a friend or family member 12% 9% 1% 13%

| wanted to improve my credit score 10% 8% 9% 14%

| have poor credit and this was a way of getting a short term loan 9% 6% 9% 1%

| wasn’t sure if | was going to keep the item(s) 8% 8% 10% 7%

It was the payment method preselected for me at checkout 8% 7% 8% 8%

It was advertised to me on social media 7% 6% 7% 6%

It meant | got free delivery 7% 7% 7% 7%

Descriptives only, not tested for significant differences. 71
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Appendices 5.2 Additional findings from the online survey

Additional findings from the online survey
Reasons people would prefer to use different kinds of BNPL providers.

Third-party Directly from

% who use BNPL from this kind of provider (:‘)Z‘:;:L') provider the retailer (nB=a;|;)
because... (n=1,118) (n =433)

it's easy to use 51% 46% 46% 39%

they’ve used them before and had a good experience 49% 44% 44% 24%

it's trustworthy 46% 37% 37% 56%

it's quick 42% 40% 40% 28%

they think they have the best chance of being approved 27% 27% 27% 27%

they can get support if they have trouble making repayments 24% 24% 24% 38%

Descriptives only, not tested for significant differences. 72

Data collected by BIT on 13-20 March 2023.
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