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INTRODUCTION
Sy

s digital commerce gains traction in

Taiwan, cashless payments become
more ubiquitous in our everyday life. We
have seen the emergence of challenger
banks and fintechs, more innovation
from incumbents, and advancement
into open data. This is a perfect storm of
innovation.

What exactly do consumers think about
recent developments in mobile wallets,
open banking, virtual banks, and open-
loop payments in transit to name a few?

Given the plethora of options, how
much do we know about consumers'
preferences and perceptions of digital
payments? How can we best make sense
of these accelerated changes?

The Consumer Payment Attitudes Study
for Taiwan, Hong Kong as well as Macau
aims to address key aspects of the
questions above. The inaugural annual
study surveyed 1,250 consumers in the
three markets to better understand
consumer needs, expectations and
aspirations when it comes to electronic
payments and the digital transformation
of commerce.

For example, as acceptance of cashless
methods increases, and newer payment
methods emerge, more consumers
expect that they will use cashless
methods more in the future. Hong Kong
and Taiwan lead in this respect, with 71%
and 59%. In Macau, the corresponding
figure is only 26%.

All markets have been equally quick in
adopting mobile wallets, with 85% of
consumers in Hong Kong, 75% in Macau,
and 65% in Taiwan having installed at
least one mobile wallet. In Hong Kong
and Taiwan, most mobile wallets are
funded by credit or debit cards at 59%
and 64% respectively, but in Macay,
mobile wallets are still funded mainly

through in-store or bank account top-up.

Most consumers too in Hong Kong and
Taiwan are aware of virtual banks. Among
the three markets, Taiwan leads in term
of the most interest (62%) in signing up
to the service, compared to Hong Kong
at 51%. In Taiwan, one in five also said
they would definitely open an account,
compared to one in ten in Hong Kong.

The future of commerce and banking will
be intimately tied to how we can support
Visa's clients and partners to deliver
seamless experiences that will satisfy
the demands of the digitally-engaged
consumers. We need to be able to make
payments anytime, anywhere, on any
device or form factor, both seamlessly
and securely — in order to transform and
improve the consumer experience in the
digitally connected world.

We hope this report will serve as a
guide to the evolving payment needs
of consumers in Taiwan, Hong Kong and
Macau as the industry embraces the
future of commerce.
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METHODOLOGY
BT

he methodology for this study was
quantitative, with data collection in
early May 2019.

For Hong Kong SAR (thereafter to be
referred to as 'Hong Kong') and Taiwan,
the surveys were done using online
access panels. In Macau SAR (thereafter
to be referred to as 'Macau'), interviews
were conducted face-to-face, via street
intercepts.

Target group: General population aged
18-65 years, with quotas set to ensure a
representative sample.

The sampling error for these sample sizes
is +/-4.3% for Hong Kong and Taiwan and
+/-6.2% for Macau, at 95% confidence.

City Sample size
Hong Kong 500

Taiwan 500

Macau 250

Total 1,250

City SHAH
& >00

e >00

P 250

w 1,250

RIFHEF2019F58 LAIBBEIL
BT

FERITHE (MBIEEB)) ke
BYER BB LR £ 5 BIETT - RPI Al
fTE& (FENRPT)) RSB TEh R

THHER FHRNI18-65m—MRE
0 M F i FE s B D RR LU (R BX
AR

BB RAENREREES/-43%
HRPIRI 23+/-6.2% PR B A EIE E 23
95%¢°
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HOW WE PAY - SEVERAL DIGITAL PAYMENT METHODS ARE
WELL ESTABLISHED IN THESE MARKETS

BFI sz 4 —F

he three marketsin this study are relatively mature economies.

Though geographically and historically close, when it comes
to payment methods, preferences vary. The study finds that
digital payment attitudes and behaviours reflect and adapt to
local market and societal conditions.

When it comes to payments, Hong Kong and Taiwan are more
digitally inclined than Macau, with Hong Kong showing higher
usage of most non-cash payment methods than Taiwan.

FRAAABRIE=AThSTEEL

B AT ISE R FHRRRCERE F o Bt IR U ENE L
SERT BRI REFAINAAER - FHE IR BF S (THY
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(Figure 1.1) TR MERE (22%) BIEEERR SRR A
Contactless cards have high levels of usage in both Hong Kong
(61%) and Taiwan (49%). Mobile contactless payments are
almost as popular in both these markets. In Macau too, mobile
contactless payments are relatively popular (22%), though a
distinct step behind Hong Kong and Taiwan.
0
91% 80% S
61% 58%
Hong Kong 40% 36% 28%
o Bl EE ==
Cash Credit or debit card Contact\ess card  Mobile contactless In-app mobile wallet' p2P QR code Octopus
RE ERFR/EIRER FHRUEINSZ T FHRAPPIZE P2PZ QR Code #3531 NEB
1% 83%
66%
Ta|vvan 9% 40% 49%
I —
Cash Credit or debit card Contact\ess card  Mobile contactless In-app mobile wallet' P2P QR code EasyCard, iPass,
Re ERF/EERE RREER FEIERE N FHAPPEEE) P2P32 {4 QR Code $RH52(f  HappyCash, iCash
o REE-RWNEE-RH
96% iPass,HappyCash, iCash
52% 53%
Maﬁ?{;% 9% — 10%
o~ o 7% 8% o
Cash Credit or debit card ~ Contactless card Mobxle contactless  In-app mobile wallet' p2p QR code Macau Pass
Re ERR/BRTRT REXRR FHRIERSN  FHAPPED P2PxZ 1 QR Code #REZ 1 BPIE

» Figure 1.1 Payment methods used
@ 112 A5
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'For in-app mobile wallet, payments are made using mobile within an application. Examples include ride hailing service mobile application and e-commerce platforms
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n-app mobile wallets are used by 40%
of Hong Kong adults and half as many
in Taiwan, but only 7% in Macau.

Peer-to-peer (P2P) payments are used by
a third in Hong Kong, but by less than a
tenth of adults in Taiwan and Macau.

QR code payments is the only modern
payment method which has higher
levels of usage in Taiwan than in Hong
Kong with half of the respondents in
Taiwan saying they use it compared to
28% in Hong Kong.

Cashless methods are
preferred in Hong Kong
and Taiwan

he hierarchy of development of the

three markets is also apparent when
looking at preferences of payment
methods. (Figure 1.2)

Cash remains the most popular method
of payment for 74% of Macau residents.
The situation in Hong Kong is the reverse,
with 71% preferring non-cash methods.
Taiwan is closer to Hong Kong with 59%
preferring non-cash methods.

° ° )
Cash Credit card Contactless card

RE EAF RUFEX+R

Hong Kong
s

Card-supported options 44% Non-cash 71%
FREZENZNFR44% RS 71%

BETHRERREN (App) NEE T
BEAER40% a8 AEBN—F
BRFIRBT%e

BB =Nz —ShBEREAHE
A(P2P)Z 5 302 (B & AR myth
SERE+DZ—

QR Code B2 BRAEENENE
BNEZNAT A —FHRHERT
BEA QR Code RS2 &EHR
H28%¢e
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T4%BYRPIZ5n E DR 5 6 A 23R
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BRI (T aBREEBB AT 59
YRy EHE BRI A ERES e

° ° °
Mobile contactless In-app mobile wallet p2pP
FHRREXZM FIEAPPEEE

Taiwan
PANN—3
==

Card-supported options 49% Non-cash 59%
TRYENZMHN49%  FRE 59%

P2P{T QR Codei@E (T

QR code Store value facilities/cards?

WELAR/<?

Macau
BPY

Card-supported options 21% Non-cash 26%
FRAZENZMARN21%  FIRE 26%

> Figure 1.2 Payment methods preferred

125 TUREF

2Store value facilities/cards in the three markets include Octopus (Hong Kong), Macau Pass (Macau), and EasyCard/iPass (Taiwan)
TREEHHNRETE/FSE/ZB (578) RPIE (BF9) # Ki2-F/iPass (278)
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| Hong Kong

f the specific card-related payment

methods, 19% prefer cards, 10%
mention contactless cards and 12%
mobile contactless payments as their
most preferred options, totalling 41%.
Octopus has 27% preference, marginally
behind cash.

| Taiwan

Preference for cash is higher in Taiwan
(41%) than in Hong Kong. The
preference for contactless cards (8%)
and mobile contactless payments (12%)
is very similar to Hong Kong, but there
is a stronger preference for traditional
(noncontactless) cards.

| Macau

s noted earlier, Macau remains a cash

led market with 74% saying it is their
most preferred method. Credit and debit
cards (11%) and Macau Pass (7%) are the
other payment methods mentioned.

8 Future of commerce
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Perceptions of payment
Methods

redit cards, contactless cards and

mobile contactless payments are
ranked high on most of the aspects
asked about. (Figure 1.3)

Credit cards take the top spot for ease of
receiving rewards and offers and is only
behind cash for being safe, for privacy
being safeguarded and for being widely
accepted.

In-store mobile contactless payments
is ranked second after contactless cards
for being quick and effective and ranked
third for being able to get rewards and
offers easily. Contactless cards and
mobile contactless payments follow
close behind.

Contactless cards and mobile contactless
payments have an edge for being quick
and effective, coming first and second
respectively.

-0
Cash
B

Safe method of payment

Z2MEAHE
Can trust, privacy will not
be compromised

RS EIRE

Widely accepted
BzwER

Quick and effective

N N . 0,
wpiegE ] 10
Can receive and redeem
rewards and offers easily : 7 (17%)

O EREGRBTES |

Credit card

R

2 (40%)

2(21%)

2(50%)

3(39%)

I
VisA 2

Contactless card

HEXRR (in store) _
DO FHRERSS
: ([5m) :
3 (30%) 4 (24%)
3 (16%) 4 (14%)
3(35%) 4 (29%)
2(43%)
2 (40%) 3 (35%)

: Mobile contactless :

| {375 TUERA

ERE - RER TR MTERER N
R EH BT HEEER S
Fo (E1.3)

ERFRIERESEBNER I HE
FRE— MEIZE2REMFEIR
[ AMITEZRES B2 AERR
IB&o

BEREEHEHA TR MENR
BN | HEHFESE  ERNE—
LREI R R o5 FHRUETN
ST S BB R 5 EHE
B = RUBIVF A M T RE
o I ERERE %

RUBI R R AT RUE TS A1

MREMMER D EEBES DHIBE
HHE—ME

0 O @

In-app mobile In-app mobile QR payment
(card on ﬁ{e) (prepaid wallet) OR Code
FHAPPES FHAPPER ihan)
(BF) (FB1Y)
6 (18%) 7 (16%) 5(19%)
6 (9%) 7 (8%) 5(11%)
5 (24%) 6 (20%) 7 (15%)
5 (35%) 6 (31%) 7 (29%)
4 (34%) 5 (28%) 6 (21%)
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Payment method decision
is driven by the value of the
transaction

he decision of which payment
method to use is driven by the value
of the transaction and this is truer for

Hong Kong and Taiwan than Macau.

(Figure 1.4)

In all markets, people tend to use cash
for smaller transactions. The tipping
point at which the majority of people
opt to use non-cash methods is HKD

100, NTD 400 and MOP 200 respectively.

This tipping point in Macau is twice the
corresponding tipping points of the
other two markets. (Figure 1.5)

HKD 100
(~USD 13)

Hong Kong

RPEERENA

BEURPIMELLL HEAMN A EN A
NEORNR A S EER R SEEo
([B1.4)

—EHHT BERERERREE
T/ NEER Z o RZHMASSHEBIRA
110077 37 & #4007 5B PI #6200
TR A ER S I RPIN S
A BFT B HGEMEDHZEm
fe (E1.5)

MOP 200
(~USD 25)

Macau
HPY

Amount beyond which majority choose cashless methods
ERRRS NG

% who decide payment
method based on value

S LIRS BIEN%

85%
81%

59%

Hong Kong  Taiwan Macau

B = P

> Figure 1.4 Whether decide payment method based on value

B4 U ZEEREZNH

NTD 400
(~USD13)

Taiwan

PAN -]
Bai=

> Figure 1.5 Whether decide payment method based on value
B1.5 U ZEBEREZMAR
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| Cashless is king:
Growing preferences for
digital payments

hough  digital ~ payments  are
increasingly more popular and widely
accepted, cash is still preferred for small

transactions as it is seen as quicker (65%).

Consumers' frequent use of cash though
is not always positive: They use cash so
they can get rid of small change (45%),
and to break up larger currency notes
(33%). The combined reasons highlight
the extent consumers have to go to
manage the cash they carry, which can
be a reason for why they have less cash
in their wallets.

In both Hong Kong and Taiwan, two in
five consumers say that they carry less
cash compared to two years ago. This
is twice as many as those who say they
carry more cash. (Figure 1.6)

The motivations for going cashless are
that people do not have to carry as much
cash with them anymore (61%). Digital
payment is also seen as more convenient
(45%) and easier to keep track of (33%)
and safer for larger transactions (319%).

Rewards and cash-back offers are
another strong incentive to use cashless
methods with two thirds of Hong Kong
and Taiwan residents and half of Macau
residents who express a preference for
cashless methods stating it as a reason.

That said, the picture in Macau is almost
diametrically opposite — 36% say they
carry more cash while 20% carry less cash
than two years ago.

The increased use of contactless
payments and cards is a key reason
for the reduced use of cash. ATMs
being ubiquitous nowadays is also a
contributor, since cash is easily accessible
when needed; consequently, there is less
of a need to carry as much cash.

12 Future of commerce
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%) ~ L IBHE (33%) K KEZEAL ZE
RE2e G1%) e

BREIAIRE LI ARE= 02—
WEBHEAEBRR Uk —FRP
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RPE B EM M E T I5E R 2 36%
W2 E R TR ERNESE LR
& 2B 200 D IEEIRE

RUB TS AT FIE AR AR INZ R
IMERRIRERI TR H Ih BERR Al 52 BY
R RN BEE R R 7] BRIEER
& FILE A A ST

Increased  Decreased
mm AL
36%
19% 16%

-20%
-37%
-40%
Hong Kong Taiwan Macau
&% 4% P

> Figure 1.6 Change in amount of cash in wallet
in the past 2 years
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| People expect their use
of cashless payments to
continue increasing

As acceptance of cashless methods
increases, and newer payment
methods emerge, more consumers
expect that they will use cashless
methods more in the future. Once again,
Hong Kong and Taiwan lead in this
respect, with 40% and 45% respectively
saying so. In Macau, the corresponding
figure is only 26%. (Figure 1.7)

This increase in the use of cashless
methods is driven by more acceptance
points and faster transaction time.
Consumers require less effort to pay
digitally, resulting in more frequent use.

With more consumers carrying less
cash, it is not surprising that over half
the respondents in Hong Kong and
Taiwan have attempted to go completely
cashless at some point. Interestingly,
despite the clear preference for cash seen
earlier, 45% of consumers in Macau too
have tried managing without cash, only
a little lower than the proportion in the
former two markets. (Figure 1.8)

However, there is a difference in the
success rates. Most of those who tried
to go cashless in Hong Kong and Taiwan
managed to do so for at least a few days
and a third in each market say they lasted
a week or longer.

Macaneses' greater reliance on cash is
evident in their lower success levels; 44%
could only manage a day without cash
and at the other end of the spectrum,
only a fifth survived a week or more.
(Figure 1.9)

Hong Kong

53%

Taiwan

I
0=

53%

Macau

0
P 5%

| HEEREEEMERE
REZ T

fEEERS S NIEREERANS
AR BL HEEHEXR
REZIMERERSNAR-EBMNE
B EAEBRERL DRIE40%H
A5%MSHER N E S IEREIR
2 BPIRIRBE26%0 (B1.7)

PR HEIRE RIS RIEN B3
R BB RE B IR A
RBYIR o8 BEE n] BERMEITH
2 BREIRE (B INAE-

BEBZEEER BT RS B
MagB—FHEHERTELE
AEE NIRRT ABIE RWESE
BRI AEISNEHBEIRES S
B RIRE R IINMET S (B1.8)

B RS R INEGRIFEE
H-RE\EBMAE RE= N2 —H%
SHEFE T —ANEREBEIRES
EIE HERR BT #IR

RPIEIR S R R IR AR E B 44
WHZHEREMET —R-FREL
N2 —REEF—BNERKE-RIL
B] & RPIH IR T R IR REBR R E 5 Ih
METH e (E1.9)

[}
1day A few days
1K EIGN

Taiwan

£ 8 _.
A=

A week
128

[ ]
Will Increase

g1Em

Will decrease
2R
45%
40%

26%

o -3%
-5% 6%

Hong Kong Taiwan Macau
e = BPY

> Figure 1.7 Expected change in use of cashless
payments in the next 12 months

B1.7 RR12ESBAIFREH T IBITER

More than a week
EQNR=EE
42% 19% 14%
40% 10% 20%

34% 15% 7%
HFI

> Figure 1.8 Tried going cashless
Bll.8 BREABBELLE

» Figure 1.9 Duration of cashless life
B1.9 BRELERE
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| Expectation on how long can
last without cash

Consumers were also asked a hypothetical
question on how long they thought they
could cope if they didn't have any cash on
them but had their other means of payment
such as credit and debit cards or mobile
payments. Eight in ten consumers in Hong
Kong and Taiwan are confident of managing
without cash for a full day and six in ten
expect they could get by for three days with
only cashless payment methods.

Much fewer Macau residents (65%) say
they can last a day and only four in ten are
confident of lasting three days without cash,
further confirming their greater reliance on
cash.

| Expectation of a cashless
Society

In all three markets, more than half the
consumers believe that a cashless society
will be possible in their markets within seven
years, with approximately a fifth in each
market saying it could happen in 3 years.
(Figure 1.10)

As a comparison, the same study conducted
in Singapore?® in 2018 showed 70% saying a
cashless society was possible there within
seven years.

The top benefits that people see of a cashless
society are the convenience of not having
to carry change or wait for change, a more
efficient society overall, the ability to track
financial records easily and greater security.
In addition, some less obvious benefits are
mentioned — a more environmentally friendly
and financially inclusive society.

[ ]
Less than 3 years
3FER

Hong Kong )

19%
B

Ta‘/faf 16%

(=)
Macau
BT

23% 30%

E __[L/G—.rnﬁ,mfﬁﬁﬂf/%ﬁ?ﬁ

EHBEERBING B REERIL
ERAEMS A AR (BINER R 2R
RS FEAR) MR ARRBEEE
/ETJ/X¢1‘H;57§?EEI/%%D@/%Z’}\@ZE/]
ZHEBRNABLOABNM—EBX 5H]
TERARIMER =K

HEZ T RFIRB 5% R FHERTEE
%Eﬁfﬁii/ﬁ BR LURI AR
TREEMER = R IL B B — P ERRPT
HIFEBIKHE

| BRI ST EREE

E(Fﬁi’/ﬁij \%EJ//(J:E/]/QE%E%/
REHGENtENER NN — E‘J
HA=FNEEER- (E1.10)

ERD018FFORT NG TAERISREARLL 70
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HEEDRABERSHENR AR
LSRN SR T R SR

ma?‘

W EREREAM BRI UARE S
e ltih ERER S X BIRR.
TRt g EE B/

Top benefits of a cashless society:

not having to carry change, a more efficient society,
ability to track financial records easily, and greater security.

HEEDAHEHESHENRANITE:

ERRETTRISFERE BT T ERENER.

CREEAAMBRIUKRESZHZE
[
4-7 years 8-15 years Longer than 15 years
4-T4 8-154 2155

34% 22%
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o

Never
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1%
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> Figure 1.70 When will cashless society be possible
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3Visa SEA Consumer Payment Attitudes Survey 2018
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| Raising the bar of banking in the future of
commerce

As the pace of innovation in fintech accelerates, Visa is
reimagining what is possible.

Take virtual banking as an example. Since regulators in the
three markets granted virtual banking licences this year - eight
in Hong Kong, three in Taiwan, and two in Macau — we have
seen faster development among incumbent banks in all three
markets. Thisis good news for everyone — consumers, businesses
and the economies. Together, the entire sector can deliver more
value to customers, also bringing more underserved customers,
such as small businesses and domestic helpers, into the formal
financial system.

While big banks may outspend virtual banks in marketing and
customer acquisition, new players have the distinct advantage
of lower operational costs and the ability to deploy new
capabilities at speed. Some of the virtual banks can also tap into
the resources and expertise of their backers, many of whom
are established tech giants and even incumbent financial
institutions.

In order not be out-innovated, everyone - all financial
institutions, large and small, legacy and challenger - need
to focus on serving their customers, not just in offering core
products such as deposits, payments and investment; but also
integrating them with data analytics to meet specific customer
needs.

| SRR IR IRITARFS IR EE

FBE SREHR AR (IR Visa EEREBIZ @R Ao

DBRaIR ) 5 F8 8 88 RPN EREEWE D 5
B8R 3R R 2TRABAT IR R IR B SRIT R TR B EETHIBAY
RS NBRRRINTR WHCHEE R RERCEM S &=
75 BT I0 A BYSRATH N ER S B HE: 32 R AN B1IRf » 3 545
EREZHRT FERR BT R SEEREMIBTIRS
PERZEe

BERBIRITAETIHNRS IMER TERMEZER
BALEIR A BBRINEE A 1A B REHE LT E mBVE
B BN AHEIRN R EE R RAININ R B2 R
BB RINAS ABIRIEE B ERERNE RN B RN 2K
FTHRERTS

7 BEI I SRR e SRR AR B AIRT A
BAREPREHESENRG BT FR RN RESE
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The famous saying attributed to Henry Ford goes: before the
age of mass automobile, consumers would have asked for faster
horses. Every consumer wants lower fees and higher interests.
Here is where imagination can come into play. Imagine a
customer traveling to Japan in the upcoming holiday. Perhaps, a
month in advance, her bank will offer a selection of customized
insurance policies based on the itinerary; a week ahead it will
issue a new multicurrency pre-paid card both virtual and plastic;
while helping her identify and book the must-go restaurants,
and shortlist where she can buy that discontinued German-
made rangefinder camera - even providing her with six-month
instalments with competitive interest rate to boot.

In the not too distant future, value propositions will be designed
based on the notion that data will be shared freely. Banks are
entering the era of open API, where financial accounts and
personal information will be interlinked. The possibility for
customers to see their provident fund account alongside their
savings account can be game-changing. Customer service too
can be further enhanced with spending and other voluntary data
— giving bank customers control and a more comprehensive
view of their finances.

That said, privacy remains a main concern for consumers. Based
on a recent study of six markets* by Visa where open banking
policy is being implemented, 80% of Hong Kong respondents
said they were concerned with how their personal data were
collected when they engage in digital activities, significantly
higher than the 61% average.

The bar has been raised for consumer acquisition and retention;
Itis a balancing act between harnessing and protecting data.

“The markets surveyed were Australia, Hong Kong, Japan, Singapore, the United Kingdom and the United States.
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DIGITAL WALLETS WELL ENTRENCHED IN ALL THREE MARKETS
EFEREER=ZAMIHILR

or our definition, digital wallets can

be used for different types of mobile
payments — in-app wallet payments,
mobile contactless as well as QR code
payments.

Digital wallets are well established with
a large majority of consumers in all three
markets using at least one digital wallet.
Once again, Hong Kong leads with
85% of consumers using digital wallets.
Macau comes next at 75%, higher than
Taiwan's 65%, bucking the pattern seen
on other aspects. (Figure 2.1)

In Hong Kong and Taiwan, around two in
three users of digital wallets use a credit
or debit card to fund the wallet. Users in
Macau, on the other hand, tend to top up
their digital wallets manually at stores.

A third or more of those who fund via
credit cards have more than one card
activated in the wallet. Among these
consumers, close to half in Hong Kong
and Taiwan are driven by promotions in
deciding which card to use, but less so
in Macau.
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> Figure 2.1 Usage of digital wallets
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Perceptions of mobile
Payments

Six in ten respondents across these
three markets feel that their personal
information is safe when making mobile
payments, though only a tenth go so far
as to say it is 'very safe' (Figure 2.2)

The top security related concerns are
to do with their phones getting lost or
stolen, hacked or someone else using the
phone for payments without permission.
These apprehensions outweigh concerns
about security breaches or misuse of
personal information by companies.
(Figure 2.3)

Lost or stolen phone
BERFHIURE

Phone getting hacked
=

EZYNEER 1

Phone used for payment w/o permission
ARG AINBER THREMAZBEFHAR

Viruses infecting phone

FRBREAR

Co not sufficiently securing transaction

NEREBEVREFTRZS

Co misusing personal information
REVEABEAER

Co hacked, leaking financial details
REWAR I EEAMBERINR

Charged with improper amount

EOREWER

Co hacked, leaking personal details
REAE WL EEAERINE

Government accessing personal data
U 2B P B AE A &

® Veryunsafe FERFZ

W

Somewhat unsafe K% 2

® Somewhat safe B %

>

® Verysafe IFEL S

> Figure 2.2 Perception on information safety
when making mobile payments
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I Not many are willing to
share personal information
to receive offers and services

Only between a fifth and two-fifths
of consumers are willing to share
their personal information to receive
offers, discounts and location-based
services. Payment behaviour, location
and browsing history are the types of
information they are more willing to
share.

Hong Kong consumers are less willing
to share their location (27%) than
consumers in Taiwan and Macau (both
at 37%).

When it comes to sharing their browsing
history, only 28% of those in Hong Kong
and 25% in Macau are open to doing so,
compared to 37% in Taiwan.

Taiwanese  (40%) and  Macanese
consumers (36%) are more willing to
share their payment behaviour than their
counterparts in Hong Kong (28%).
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Payment behaviour, location and browsing history are
the types of information they are more willing to share.
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HIGH FREQUENCY OF eCOMMERCE,
BUT SECURITY CONCERNS PERSIST

BEENERINEFZERE

Frequency of online shopping

Commerce is firmly established in all three markets. In Hong
e Kong and Taiwan, card-not-present payments, namely online
purchases, are growing in high double-digits. Correspondingly,
we see high frequency of shopping online in Hong Kong and
Taiwan compared to Macau. (Figure 3.1)

Taiwanese consumers are the most frequent online shoppers,
with two in five saying they shop online at least once a week
and another two in five less often than once a week, but at least
once a month.

Hong Kong is close behind with a third shopping online at least
once a week and two in five doing so between once a week and
once a month.

Though relative to Hong Kong and Taiwan, Macau consumers
are less frequent online shoppers, a quarter still say they buy
something online at least once a week.

R LIBYIRR

BFEECRN ZETETRI RS S BNAE AR
FRMAT (BN43988) LIEISULE » BIBEAEEIRP
e ([E3.1)

SEHBEENEBER A =—ERs AL HEESE
EDEBE—R-Z41% bR E8 - BE8RAELD—R-

BBAIEIBER 3NN RREBE VB —I M45%8Y
RRSBEESAREE—X-

B
I
i
5 o
oD

HEBAXREBNBE NHELNREEES
BEDERE—R-

[ ] [ ] [ J
At least once a week Once a week to once a month Less frequent Never
BLUSEH—X EEMESA—X B N
Hong Kon
engtong 33% 45% 19% .
PR
=8
T
anan 42% 41% 16% IA)
Macau
9% (A 0

> Figure 3.1 Frequency of shopping online
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Categories shopped
for online

here are some interesting differences
in the categories that consumers in
the three markets use eCommerce for.

In Hong Kong, travel (flight tickets and
hotel bookings) is the most popular
category, followed by bill payments,
groceries, fashion and in fifth place,
beauty and cosmetics. (Figure 3.2)

Groceries heads the list in Taiwan, with
fashion coming in second. Books are the
next most popular item bought online,
followed by food delivery and as in Hong
Kong, beauty and cosmetics rounds out
the top five.

Macau consumers have a different set of
items for the top five, with bill payments
being the most common use of online
payments. Movie tickets and events and
concerts are in second and third place
respectively. Groceries come in fourth
with books and beauty products both in
the fifth place.
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> Figure 3.2 Top categories shopped online

[B13.243 L fe) 55

Future of commerce | 23



| Concerns about eCommerce

Despite the high frequency of online
transactions, or perhaps as a result of
it, there are security concerns relating to
online purchases in all markets. More than
half of Taiwan consumers say they are 'very
concerned' with security when making online
payments and a further quarter expresses
some concern. (Figure 3.3)

On the contrary, only 18% of Hong Kong
consumers are 'very concerned. Most are
slightly concerned, indicating that Hong
Kongers are more confident when shopping
online.

Macau shoppers show the least concern,
possibly related to their lower frequency of
shopping online. Though two in three are at
least somewhat concerned, only a tenth are
‘very concerned'

36%

35%
11%
17%
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Hong Kong Taiwan Macau
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| FEHEBNREE

BEAR LA AT R AN AR
BN -EBREHBET LU E
HEEHARG LR Z2MNEIER
S EPE—FULHNARERIFERM
A1 BNz — R BES /& AR
([E3.3)

R EBERA18NREEE ST I EEH
S0 EA AR A S EE

BHAM 5.

BPIHER L 2EE RN B o] AEHth
MHE ARG BB IEER-EhA
55%B AP FR RS/ EARE TR
L%BIRRFRIIFSRIE

Despite the high frequency of online transactions, there are
security concerns relating to online purchases in all markets.
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> Figure 3.3 Degree of concern about security when making online purchases

B33 BT HER e ZTE

24 Future of commerce



| Why security matters
Laura Shen,
Head of Risk,
Taiwan

he payment ecosystem in Taiwan is

under constant change, and the pace
has only accelerated in the past five years.
We are living in a new era of financial
innovation, with the introduction of real-
time payments, virtual banking and open
data. Global economies are increasingly
intertwined. eCommerce too has grown
at a double-digit rate for the past years.
As consumer behaviours consolidate,
our future depends on building multiple
layers of security.

We look at security through four layers.
First is the devaluation of data, making
data useless in the hands of criminals.
Second is the protection of data and
personal details. Then there is how
Visa harnesses data to identify frauds
before they happen. Finally, we want
to empower consumers and other
stakeholders such as merchants with the
right resources to fight fraud.

Ultimately, Visa is guided by the principle
of responsible innovation. This means
any new capabilities we develop must
also be secure. It is our responsibility to
balance security with the need to reduce
friction in the payment experience; we
can't have one and not the other.
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06

INTEREST IN USING CREDIT AND DEBIT CARDS
FORTRANSIT IN HONG KONG AND TAIWAN

EetEAMa

Public transport used
Hong Kong is widely reputed to have one of the most
efficient public transit systems in the world. As such, the
MTR and buses are the main modes of transport for Hong Kong
commuters, with 80% of respondents saying they use each
mode. Minibuses serve as the 'last mile' connection for the MTR

EERERARNERERRRELI

BT EERE
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KRB

BELUEEHRA LESMEZ —NARIIBEHRMLIE
& EWJ@&QEEEM?%%E@ LB TR 80%RI=5hE
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NEMATRER TN TR DA BARBRI AR AR ([E4.1)

and city buses as well as operating more localized routes that f B BN shE R NETTEE RAEMBNZHE
city bus services do not cover. Minibuses are used by half the — Z{EFEERFFApp(IlUber) BN EMALRRZHHE
population. (Figure 4.1) EEoyEFESM AT TEo.
Two in five use taxis, while app-based ride hailing services such & 2 T EME R B AR EERZE I BTHBENERY
as Uber are used by only about half as many. Car ownershipis & & RFEVDAIAL H T 1E77% A2 —FAEF B T
low in Hong Kong and only a fifth use private cars or motorcycles  ABERIFE B AW S HEF N EERS He
to commute.
BN EBRRARZLHEEMABR AR B25%FE ST
In contrast, even with an extensive and efficient public transit ~ f288 57 10%E SR EARFSAppe
system, private vehicles are the most popular means of transport
in Taiwan with 77% using their own cars or motorcycles to
commute. Just under half use the bus and metro systems and
30% report using the North-South High Speed Rail.
Given the high ownership of private vehicles in Taiwan, only a
quarter use taxis and just over a tenth use ride hailing services.
80% 79% [ 77%
Hong Kong Taiwan
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30%
23% 21% 21% 19% 19%
13%
Bus MTR / Metro rail Minibus Taxi Aé)phba‘sed Tram Ferries Pr\v?te caqs/ High speed rail
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> Figure 4.1 Transportation used
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| Hong Kong - Transit payment methods

Octopus cards are ubiquitous in Hong Kong and therefore,
it is not surprising that it is the almost exclusive choice of
payment method for MTR and bus rides. It is also used in mini-
buses by 89% of those who use mini-buses, though two in five
also use cash. (Figure 4.2)

Since very few taxis in Hong Kong offer an option of alternative
payment methods, cash dominates taxi fare payments.

When it comes to app-based ride hailing services, cashless
methods are most used, with credit cards and in app wallets
being the most popular.
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> Figure 4.2 Payment methods used for public transport — Hong Kong
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Interest in using credit and debit cards for
public transit

he extensive use of Octopus for buses and the MTR may
simply be due to the lack of alternatives. When asked whether
they would use credit or debit cards to pay for public transport if
the option was available, 62% reply in the affirmative.
(Figure 4.3)

Among the key benefits of using credit or debit cards are that

one can earn reward points, eliminating the need to top up
Octopus cards.
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> Figure 4.3 Likelihood to use credit or debit cards if available - Hong Kong
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| Taiwan - Transit payment methods

| n Taiwan too, stored value cards such as EasyCard and iPass are
the main methods used to pay for buses and Metro rides. For
High Speed Rail travel, credit and debit cards are the most used
method at 79%, though a third also use cash to buy their tickets.

| e
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(Figure 4.4)
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Credit cards and other cashless methods are the main methods
used for ride hailing services.
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> Figure 4.4 Payment methods used for public transport — Taiwan
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Interest in using credit and debit cards for
public transit

hen asked if they would use credit and debit cards for public

transport if that was an option, Taiwanese commuters are
even more enthusiastic than their Hong Kong counterparts -
three in four say they would use these methods. (Figure 4.5)

The rank order of benefits in Taiwan is somewhat different from
those seen by Hong Kong commuters. Not needing to top up
stored value cards and reducing the number of cards they need
to carry are more important to Taiwanese than earning reward
points.
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> Figure 4.5 Likelihood to use credit or debit cards if available — Taiwan
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| Simplifying urban mobility
- Open-loop payments
Manoj Sugathan,
Regional Lead for Contactless and Urban Mobility,
Asia Pacific

ong Kongers are no strangers to contactless payments,

whether in the form of plastic cards, mobile devices or
wearables. In fact, contactless payments accounted for six in ten
of all Visa transactions in Hong Kong; that proportion is seven in
ten for Taiwan®. Given local habits and preferences, commuters
in both markets will benefit from open payments in public
transports. We sit down with Manoj Sugathan, Visa's regional
lead for contactless and urban mobility in Asia Pacific, to talk
about the latest development.

Q: Visa has launched contactless solutions in cities like London,
Vancouver, New York City, Sydney, and in last year Singapore,
which you were closely involved in from the beginning. What
are the feedbacks so far?

A:Ouropen loop transit program is one of the largest in the world.
The adoption has been better than expected, thanks largely to
our bank partners and transit operators and authorities who
have been actively driving usage with promotions and other
perks. Consumers are getting used to the convenience of being
able to use the same Visa credentials for daily necessities from
commute to paying for lunch, online shopping to grocery. In
Singapore, since our transit program launched in 2019, we have
been seeing people tap-and-go with their Visa cards issued
from all over the world — 95 countries precisely.
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Q: Why does a payment network like Visa pay so much attention
to public transport?

A: As more people live in cities — seven in ten of the world’s
population by 2050 as projected by the United Nations —
sustainability and livability become crucial. As population grows,
cities, particularly megapolises, there is room for more efficiency
in moving people and goods around. In the case of payments,
transport operators can reduce cost in handling cash, free up
resources to concentrate on tasks that actually add value, and
better manage commuter traffic during the peak hours. Globally,
Visa works with urban planners, government officials, transport
operators and financial institutions to upgrade the payment
systems. It does not have to be just supercities. Visa works with
the city of Dijon, a city of about 165,000 people, to bring open
loop payments for the first time in France.

Q: Markets like Hong Kong, Macau and Taiwan, however, have
very strong usage of local transit card. Why do we need change?

A: Open-loop payments means more choices for local residents
and visitors. By being open, everyone with skin in the ecosystem
can co-innovate and improve the travel experiences. For
instance, ticket price can be instantly capped at a day rate, when
a commuter has taken a certain number of trips within the day.
Another case we are exploring in Europe is how the moment
travellers tap their Visa credentials at a foreign destination, a host
of offers and privileges will be activated, for instance, discounted
museum pass. This requires extensive cooperation with partner
financial institutions, merchants, transport operators, and other
stakeholders — while always putting the user at the centre.

B AR VisaB RS T FE SUNERN I AR B E
&7

LAl

EBEEZ AOBEETEE (F2050F  BMEEEA
ﬁiifﬁ/\Dﬁ%%EﬁAﬁﬂﬂ BN EETESHES

FofEE NIB R W KHIRAE T EAOKREYRE
\%ﬁjﬁi‘%ﬁﬁﬁﬁ%ﬂ BIBBF A KRIBERFEE P [F
MRERESNAS RABLERUIENERE WRES
BB BIEBIEM K Visald B IKE M 2 I AR S A B
FE S - RBFEENERMLE RSB BOOHFERT S
S B Ao FAMVisaill I REBRHS AE ™ FFITRERLFL A
B~ A 1#%165,000895574 (Dijon) &1F BRRIFEM I
TRFHNEE

B EBVRPFIRGEBET SRR R BEAR
A RRFBEEE?

i

TR R R AR E RN SR EE S (TEE

LLS%E&ZﬁiHJE%EE EEIRIHT =2 (T 4 RRIR IR 3 B ik
EER- B EREFN —RANEIRFEEFRRE BEE
WH@EE} KRB S—HERMER - SIN FIERUNE

PZTan PR & B IME AR Visa R (I I BN =52 E il
BE (PIIBYEEFIRITINE) - BB EVisa A Rtk
BB REEENEMEEASHEGFLUERBER
LERG-

Manoj Sugathan

Future of commerce 33



0/

CASH DOMINATES AT SMALL MERCHANTS,

BUT CASHLESS METHODS PREFERRED
NERFEETE BERET ERET

ith its multitude of glittering malls,

Hong Kong is seen as a paradise for
high-end retail outlets. Taiwan is equally
well developed in this regard and Macau
too, with its sprawling casinos, has no
dearth of high-end shops. (Figure 5.1)

However, small merchants — wet markets,
small eateries, food courts, newsstands,
refreshment stands — are indispensable
to the day to day life of consumers and
their communities in all three markets.
Over 60% of consumers in each market
shop at these small merchants at least
once a week and around nine in ten do
5o at least once a month.
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> Figure 5.1 Frequency of shopping at small merchants
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Cash dominates at small merchants,
but preference is for cashless, if offered

n all three of these markets, most consumers pay for purchases
at small merchants with cash — 84% in Hong Kong, 93% in
Taiwan and 84% in Macau. (Figure 5.2)

The situation would be very different if other payment methods
were more widely accepted in these shops. When asked which
method they would preferto use assuming all payment methods
were accepted, only around half the consumers in Taiwan and
Macau and two in five in Hong Kong would continue to use
cash.

So which payment methods would gain tractions with
consumers for shopping at small merchants? After cash at 38%
preference, Octopus is the second most preferred method at
24% in Hong Kong. However, preference for credit and debit
cards and other methods supported by cards such as mobile
contactless payments and QR code payments add up to 34%.

Hong Kong & &

34%

Would prefer these
Vis

supported
face-to-face options

< | -

He He

Taiwan & /&

o | -

NI RLIRE A2 (BINRE Hith
XA AATEENERNEREZ M

TE=ETHT KLZEHBEEN/NER
Y)— EH884% 58

=/=

K LR
93% T EFIRIAE84%  (El5.2)
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Macau

44%
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38% 48% 54%
Contactless card I 5% Contactless card |2/° : Macau Pass I4%
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Mobile contactless I 3% Mobile contactless | 1% QR payment I4%
F (T 9% FHRIETUAT 12% QRcodet@hE 1%
Credit or debit card I 3% Credit or debit card IZ% Mobile contactless I3%
CERVE LT ERF/EIRSH 1% FHEERZ
0 0,
QR payment 0% QR payment 1% ¢ Creditor debit card I3 %
QRcodet®iE 1 6o QRcodet®hs | 59 L ERAR/ERZRT L 5%
Peer to peer (P2P) I3% Easycard 0% Contactless card |1 %
\ (PPt o RFEER
TENEHE A (P2P)SFR 39% &+~ 7% SanSabab] 3%
Octopus IZ% Peer to peer (P2P) 1% Peer to peer (P2P) |2/° .
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> Figure 5.2 Payment methods used at small merchants
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n Taiwan, the clear winner would be
credit and debit cards and other card
supported methods with 44% preference,
close behind cash at 48%. Less than a
tenth of consumers express an interest
in paying at small merchants with stored
value cards such as EasyCard.

A fifth of Macanese consumers would
switch to Macau Pass. Once again, credit
cards and related methods in total (26%)
would be the most preferred after cash
at 54%, with QR code payments leading
amongst them.

The preference for these cashless
methods exists regardless of the amounts
involved, with 94% each in Hong Kong
and Taiwan and 96% in Macau saying so.

The most important factors for payment
at small merchants are convenience
and speed of transaction and cashless
methods offer these advantages over
cash from the perspective of many
consumers.

The types of small merchants that
consumers would most like to pay with
cashless methods are eateries with
grocery shops, clothing store and wet
markets not far behind.

a8 REERERFTRBRIREHE
TEHUSN BB RREES
50 FEA4 % ERFTA8W IR = o
MEFETE 10%RRTTA B
ERKERSHEFT N AEBXE
e

FERPFY MR A R R E Sl A
BRPVEIEASZ DI TEAFME
MERENZ A 26%) TRIRE (54
%) 2 &> B XL QRcodetRbE % 1

BSED.

FwmEiEA ) RRESREFEIRESSY
T EEBNEEDRE94% BFIA
96%-¢°

HEERNNABRMRHREZNZE
EAXNEFNENZZRE-NEHE
EREM= BERS X (LIRTEAE
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Small merchants,
digital transformation for everyone
- Hong Kong vs Taiwan perspectives

inan Suchaovanich, Head of Corporate Communications

for Hong Kong, Macau and Taiwan, sits down with Vicki Liu,
Head of Merchant Sales and Acquiring (MS&A) for Taiwan, and
her counterpart in Hong Kong Gavin Ho to talk small merchants,
digital transformation’s role in scaling small to medium size
businesses, as well as the importance of velocity — there are
more similarities than differences across the straits.

Kinan Suchaovanich: Gavin, you grew up in a family of small
merchants. Is that why you ended up in the Merchant Sales &
Acquiring team, helping merchants and acquirers make the
most of digital payments and transformation?

Gavin Ho: Small merchants are the unsung heroes of the
economy. Back then my family owned a fruit shop in Hong
Kong. Cash was prevalent. That was how customers pay us, and
how we pay suppliers. But if we were to have our business now,
we would definitely opt for digital payments, which is key to the
overall digital transformation of the business. Also today, digital
payment is widely used by so many.

Vicki Liu: Adding to Gavin's point: The real game-changer is
the proliferation of mobile devices. Setting up, onboarding
and accepting digital payments are faster than traditional
onboarding. In Taiwan, following the government’s national
mobile payment agenda, we were able to roll out acceptance
with many small merchants. Everyone with a smart phone can
get paid electronically. It is the network effect: More places to
pay means consumers are inclined to carry less cash.

KS: According to our research, 52 % of Taiwan consumers and
62 % of Hong Kong consumers prefer electronic payments
over cash when shopping at small merchants. Though both
markets have high contactless payment penetration, with high
usage in both plastics and mobile devices, net new acceptance
points for small merchants in Taiwan are mainly standardized
QR code payments, while in Hong Kong, they remain resolutely
contactless payments. Why this divergence?

S "*\’A

?‘%.
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VL: Cost might play a part for QR payment adoption. But the
key factor that nudges us towards the direction as mentioned
earlier is government’s support, which sets the direction of the
industry. That said, seven in ten face-to-face Visa payments in
Taiwan are contactless — among the highest in the region. Visa
is agnostic when it comes to the payment method. Payment
should all be fast, safe and secure.

GH: ... Or clicked. Traditional brick-and-mortar SMEs can increase
their revenues by selling online. eCommerce enables small
businesses to add SKUs and velocity. This is particularly helpful
in this long-tail economy. As online and mobile commerce grow,
and omni-channel retail takes roots, more cashless payment
options create more ways to reach consumers. The impact to
the economy is substantial given that consumers tend to spend
more digitally.

VL: Then there are also the added benefits of handling less cash
at the end of the day. This in turn will help in the overall digital
transformation of small businesses, as functions such as paying
suppliers and payroll are digitised.

GH: That will bring more efficiency. So managers and employees
can spend their time focusing on serving their customers.

Gavin Ho

IR E

2 BHE BRI EE AP BE B W B IRTT BN AU SR
FOQRBY &R B BEINRI A NS EEEA M EE
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HIGH AWARENESS AND INITIAL INTEREST

FOR VIRTUAL BANKING
RARE A AEIRETT = EsE M1 2 Bl

ince the Hong Kong Monetary

Authority and Taiwan's Financial
Supervisory Commission granted eight
and three virtual banking licences in
May and July 2019 respectively, there has
been renewed energy to innovate in the
market.

These 'virtual, 'neo, or 'challenger
banks provide all their services online.
Customers have access to all the typical
services offered by regular banks -
deposits, withdrawal of cash, loans,
investment services, credit and debit
cards, payment services — but just without
physical branches.

Without the overheads associated with
having physical branches, virtual banks
will be more cost-effective and therefore
offer interest or lower fees to their
customers.

The other big advantage that many
governments hope to see from virtual
banks is greater financial inclusion,
especially in emerging markets and for

O

BETMEERN o ETRMEEEE
ZEE N RI2019F5 8 M7TBEE T
J\SRA = SRABHESR IR BT A
BIFm&E 70

TomiBlEl ERIRTT ) TRURTIRI T T2
MHEHEIR ) B IRITPT A AR TS B 104
BT A ERERDITRMERER
PTA BRI TR (HAYARSS B0 {7 AR
RECBETRERS EA TR
R RS AT ARES

AR T AR EER DT A
PRLGR BT & A @ el E P
MENERENTES-

ST T U B A RS B AR RN R
E R B HE DGR R
EHIRIT R EMBFEBRE RN L
HERo

There are sizable appetite among consumers in Hong Kong

and Taiwan to try virtual banks.

BN B HEEHIERAEERRER-

younger consumers who have difficulty
getting loans from traditional banks.
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| Virtual banks - Hong Kong

he Hong Kong Monetary Authority

has recently granted eight licences
to establish virtual banks, the last set of
licences announced in May 2019.

These licences have been awarded
to companies from various sectors
- insurance, technology firms, non-
banking financial institutions, payment
services, telcoms, travel services, fintech
and so on. Most of these are joint
ventures (JVs) and some traditional banks
are partners in the JVs.

The companies awarded licences in
Hong Kong, as per the HKMA's May 2019
announcement, are:®

« Ant SME Services: fully owned by Ant
Financial who launched Alipay

« Insight Fintech: a joint venture between
Xiaomi and AMTD Group, a non-bank
financial institution

« Infinium: a joint venture between
Tencent, Industrial and Commercial Bank
of China, Hong Kong Exchanges, and
Clearing (HKEX) and Hillhouse Capital

« Livi VB: a joint venture between Bank of
China HK, JD Digits and Jardines

« SC Digital: a joint venture between
Standard Chartered, PCCW Limited, HKT
and Ctrip Hong Kong

« Ping An One Connect: fully owned
by Mainland Chinese insurance giant
PingAn

« Welab: a Hong Kong based fintech that
runs Welend in Hong Kong, Wolaidai
in Mainland China and Maucash in
Indonesia. Welab has been funded by
Alibaba, Sequoia Capital, ING Bank and
IFC

« ZA Bank: fully owned by mainland
Chinese insurance giant ZhongAn
Insurance

°https://www.hkma.gov.hk/eng/news-and-media/press-releases/2019/05/20190509-3/
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| Virtual banks - Taiwan

ith 37 banks and around 5,000

branches for a population of 23
million people, Taiwan's population in
general does not have a shortage of
banking options. Despite this, there is still
room to effectively cater to underserved
segments, namely younger consumers
who find it difficult to get credit, and who
prefer to do their banking online.

Virtual banking may be the answer and
the Financial Supervisory Commission
(FSC) has granted virtual banking licences
to three consortiums:®

« LINE Bank: led by Japanese messaging
app operator LINE Group

- Next Bank: led by Taiwanese telecom
operator Chunghwa Telecom

- Rakuten International Commercial Bank:
operated by Japanese eCommerce firm
Rakuten Inc and Taiwan's IBF Financial
Holdings

These licences are meant to be a pilot
and if successful, more licences may be
awarded.

! Virtual banks - Macau

n Macau, Ant Bank Macau (formerly
Xinghui Bank Limited) was reported to
be taking deposits as of August 2019,
having gained approval in 2018. It has a
mandate to promote inclusive finance.
Ant Bank Macau is owned by Ant Financial
Services Group, a group company of
Alibaba and AGTech Holding.’
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’https://topics.amcham.com.tw/2019/05/does-taiwan-need-virtual-banks/

Shttps://www.reuters.com/article/us-taiwan-banks-digital/taiwan-issues-islands-first-virtual-bank-licences-idUSKCN 1TUPOUO

°https://www.macaubusiness.com/first-virtual-bank-in-macau-only-accepting-deposits/
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| Awareness of virtual
banking

hough none of the virtual banks in the

three markets have started offering
services to consumers yet, the awareness
of the concept is quite high in Hong
Kong and Taiwan. (Figure 6.1)

Taiwan leads over Hong Kong on
awareness of virtual banking at 72%
versus 64%. Macau lags behind with only
a third of consumers aware of virtual
banking.

| Perceived pros and cons of
virtual banking

With currently limited knowledge of
virtual banking, lower fees (51%)
and better interest rates (49%) are the
main benefits consumers see in virtual
banking. However, many consumers also
expect that virtual banks will provide
better user experience, more innovative
services, better responsiveness and more
flexibility, better reporting and more
integrated services.

The most obvious disadvantage of virtual
banking is the inability to meet someone
in person and this is mentioned by
just over half the consumers. A related
drawback is an expectation among a
fifth of consumers that virtual banks will
have poor service. A third feel that virtual
banks will be less flexible.

Not having a past record in banking is
mentioned by 49% as a weakness and
40% say that not having their own ATMs
and having to use other banks’ ATMs is a
limitation.

Building trust with consumers  will
perhaps be the key challenge for virtual
banks as 43% say that trustworthiness of
virtual banks is a concern.
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| Interest in virtual banking

|nterest in opening a virtual banking
account follows the same pattern as
awareness. Taiwan consumers show
the most interest with 20% saying they
would definitely open an account and
another 42% saying they may do so.
(Figure 6.2)

In Hong Kong, a tenth say they will
definitely open an account while another
two in five are tentatively interested.

Macanese consumers are the least
interested with only 7% saying they will
definitely open an account and a third
showing some interest.

Though governments and  many
commentators  expect that virtual
banking will be of most interest to
younger people, who are most often the
ones who are unable to get loans and
other services at traditional banks, our
survey shows that there is little difference
in interest levels across age groups. Also,
perhaps contrary to expectations, higher
income groups show somewhat higher
interest (62%) in opening virtual banking
accounts than less affluent consumers
(50%)."°

"°Higher income refers to approximately the top third of income earners in ea
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INTEREST IN OPEN BANKING SERVICES, BUT CONSUMERS
HESITANT TO SHARE PERSONAL INFORMATION

RRHFEBERITIRS & ERREREASHERRE

pen banking is another initiative that is gaining traction
globally. It is supported by many governments and the
financial industry. It refers to a set of standards that allows
consumers to have their financial institutions share their
financial information with specifically selected organizations.

For instance, someone who has multiple bank accounts and
multiple credit cards would be able to give a third-party
access to all their bank and credit card information. This
would allow services such as consolidated overviews of
transactions across all banks, expenses analyses, cost savings
advice, and many other services.

Lower awareness and interest in open
banking

wareness of open banking is much lower than awareness

of virtual banking. Hong Kong consumers have the
highest awareness at 32%, with Taiwan at 24% and Macau at
20%. (Figure 7.1)

At an overall level, interest levels are also lower in all markets
than for virtual banking. Again, Taiwanese consumers are
most interested, but only a tenth are very interested to use
and another third being 'somewhat interested. Only 4%
of Hong Kong consumers are 'very interested' and another
quarter are 'somewhat interested' In Macau, the figures are
even lower, with 4% and 16% being 'very' or 'somewhat
interested' respectively. (Figure 7.2)

32%

24%
20%

Hong Kong Taiwan Macau
& =¥ B

> Figure 7.1 Awareness of open banking
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| Interest in specific open banking services

hen shown specific open banking services — advanced

payment notifications, consolidation of all financial
accounts’ information and competitive instant financing
products — the interest picks up considerably, going up by
between 12% and 28% depending on the specific service and
market. (Figure 7.3)

In all three markets, advanced payment notifications is the
service that is most appreciated — 69%, 54% and 48% of
consumers respectively in Taiwan, Hong Kong and Macau
express an interest in availing, followed by consolidation of
account information from different accounts. Competitive
instant financing offers receives the least interest relatively
speaking, but it still has between 32% (in Macau) and 59% (in
Taiwan) of consumers expressing interest.

Hong Kong

Advanced payment notification services

RGBT

Consolidation of bank and credit card accounts into a single place
BoZEmiRmER

More competitive/instant financing product offers
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» Figure 7.3 Interest in specific open banking services
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| Concerns with sharing
personal information

he other side of the coin for availing some

of the open banking services is the need
to share personal information with banks and
other service providers. (Figure 7.4)

Much fewer consumers are willing to share
their personal information than are interested
in the services.

Consumers are more comfortable sharing
their credit card information than in sharing
their bank account details or their social
media profile with third parties. In Macau,
30% say they are willing to share their credit
card information. The corresponding figures
for the other two markets are lower and so are
the figures for those willing to share banking
or social media information.

Hong Kong
e

Social media profile

IR E

Bank account history

SRITIRFACER

Credit card transaction history
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Taiwan
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> Figure 7.4 Willingness to sharing personal information with providers
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hen asked what types of organizations

they would trust with their personal
financial information, governments top the
list, followed by utility companies, banks and
telecoms. At the other end of the spectrum,
software and software as a service (SaaS)
companies and mobile wallet companies are
the least trusted. (Figure 7.5)

Macau consumers are the most trusting of all
types of organizations than their counterparts
in Hong Kong and Taiwan. Eighty-two
percent in Macau say they would trust the
government with their financial information
compared to only about half that number
in the other two markets. The figures are
also considerably higher in Macau for utility
companies, banks and telecom companies.

These concerns will need to be assuaged in
a credible manner to get consumers who
showed interest to sign up for these open
banking services.

82%

64%

Govt. agencies

T 142

Utility cos.
UNZES 353

Banks Telcos
R1T BiEAT EARHERAT

ERFNE REREEEWELEMREE
NTBERE NEEE EREARE
FRBRITNBE LB AT R IHEIE
ERIRIEIE AT REEIRFB L ER M TTE
#EAFe (7.5

RFPHEEEN LAEENEERERE
,%&é,%‘m‘:ﬁnpsz%%%ﬂmﬁﬁﬁ =0
Y HERmE ™ 5 H BT R AN LR RR
FEEBUT-RIN BPIa T AR EER
B R1TAE D/ATEWDEJ@HL REB

REESe

B HEBLBRIES HEE G ERG
ERPAEE R OERRMERTTARS

Governments are the most trusted organization with
personal financial information.

RRHENBAFABEAMBERRTRAEE
[ ] [} [ ]
Hong Kong Taiwan Macau
B = HFY
50% 48%

20%

15% 16% 17%
- _2%12%

Software / SaaScos. Mobile wallet cos.

E/4 YN TEEREAT

Credit card network

» Figure 7.5 Trust in organisations upon sharing of personal financial information
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SUMMARY OF THE THREE MARKETS = AKmim#tit

MEASURE %

CASH VS CASHLESS PAYMENTS 3R & 8REBR S5
PAYMENT METHODS USED % {4 A=

CASH &

CASHLESS METHODS &IR& 5%

Credit/debit cards 5 AR IRERL+

Contactless cards RUERF~hH

Mobile contactless TTEIRFESZ S

QR Payments QR Code @57 {¢

‘Tipping point’ for opting for cashless instead of cash
ERRREAANEEE

Preference - cash vs. cashless methods
REBMREZ AR

Net change in cash usage compared to 2 years ago'
EERE2 FRIFTB AR E !

Cashless society possible within 7 years
FHTERNERERSHE

DIGITAL WALLETS EF#8&

Use at least one digital wallet
w=OERA—EEFES

Fund digital wallet via credit or debit card
FBERFRERER FAEFREME

Feel personal information is somewhat to very safe when

making mobile payments
ERFRAREIABEABREZEN

ECOMMERCE EF&#%

% who shop online at least once a month
BRED HEBY—RNE DL

Slightly to very concerned about security when making online purchases

B EBYRHARR 2R 2T

TRANSIT REBTE

% would use credit/debit card to pay for public transport if available
EEEERAEAFREREM TN ARTBETIAERANE DL

""Net change = (% using more cash - % using less cash)
LB (ERERZREEN - A ERREANT)
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HONG KONG &%

91%

80%

61%

58%

28%

HKD 100
(~USD 13)

29% cash B&:
71% cashless JEHEE

-21%

53%

85%

59%

63%

78%

40%

62%

—

TAIWAN &&

91%

83%

49%

40%

49%

NTD 400
(~USD 13)

41% cash BR&:
59% cashless 3FR&

-21%

49%

65%

64%

56%

83%

68%

76%

MACAU #F3

96%

52%
9%
22%

10%

MOP 200
(~USD 25)

74% cash B&:
26% cashless JER&

16%

53%

75%

27%

60%

68%

30%

N/A



MEASURE #i8

SMALL MERCHANTS /MR

% who now use cash most often to pay at small merchants
R EAERBYRREERREFANRAXNESLE

% who would prefer cashless methods
RIFERESMNRAXNEDLE

% who would prefer card supported options'™
TRIFUE R BRI ENE A"

VIRTUAL BANKING #t485R

Virtual banking awareness
MR ERIZE

General interest in opening virtual bank account
AUABIRAE P R ERIZE

OPEN BANKING BARR1T

Open banking awareness
R TR HIZE

General interest in using open banking
fE BRI TRV B BIZE

INTEREST IN SPECIFIC OPEN BANKING SERVICES
S ERMERIT IR Y E i

Advanced payment notifications
BN T

Consolidation of bank & credit card accounts
BETREREAER

Competitive/Instant finance product offers
RIEEHRFNNEEEM EREE

"2Card supported options include credit and debit cards, contactless cards and mobile contactless payments

PRREEZNAREEERF BIRER T BB A RITHRESRT

HONG KONG &%

84%
62%

34%

64%

51%

32%

27%

54%
44%

44%

TAIWAN &8

93%

52%

44%

72%

62%

24%

42%

69%

63%

59%

MACAU #F3

84%

46%

26%

34%

39%

20%

20%

48%

38%

32%
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ABOUT VISA
FARVISA

VISA

\/isa Inc. (NYSE: V) is the world’s leader
in digital payments. Our mission
is to connect the world through the
most innovative, reliable and secure
payment network—enabling individuals,
businesses and economies to thrive. Our
advanced global processing network,
VisaNet, provides secure and reliable
payments around the world, and is
capable of handling more than 65,000
transaction messages a second. The
company’s relentless focus on innovation
is a catalyst for the rapid growth of
connected commerce on any device,
and a driving force behind the dream of a
cashless future for everyone, everywhere.,
As the world moves from analog to digital,
Visa is applying our brand, products,
people, network and scale to reshape the
future of commerce.

For more information, visit
www.Visa.com.hk, www.VisaAPNews.asia
and @VisaNews.

isa E KL (TLEIEmEEE

TN e B e R8I H 0I5
FAZE2NLIEKEE2ER @
BN R ESEE TN 3 B o B
SEN 2T RIBAE VisaNetIE2 HF
RBHZ20S05 1 S RIEE
i#65,0005%% 5 o Visa BBl Fr Ay BUF A
MEEARFEE E B BERRSIRE
EREEE 28 E AEESE
FZ KRR ER ST ERBHENEE
g oPEE R MBI LEE Visalk
AEAHMN R ER AT 485
MR E R BB AR 2R o

EHELER FERE
BN Visa:About Visa, visa.com/blog
and @VisaNewse
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ABOUT INTUIT RESEARCH
FAHC INTUIT RESEARCH

gj Fintuit

research

|ntuit Research is a boutique market
research consultancy that provides
high quality research, business insights,
and thought leadership services to
clients in the financial, technology,
and consumer sectors. The company
operates from offices in Hong Kong,
Singapore and London and has a team
of highly experienced researchers
that take a hands-on approach to the
design, execution, and interpretation of
international market research, bringing
to clients the insights they require to
make business decisions.

For more information,
please visit www.intuit-research.com
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= O

ntuit Research = —ZFIEmmHH
EEEFEE/L}E’%%HQ ﬁﬁ”ﬁ?&k¥g
HERADNERIRES RENH
0 EEEMNBAEE S EeIntuit

Research#E B —Z &K BEZNTH
HAEEBXRERT - ATHEER

R TIERTS AR O B
HYPEFPEFHEEEBT AL Intuit
ResearchfE& 78 # NI A A BIR
BMERo

ﬁ)\?%ﬁ%y’uﬁ/éjgﬁ
www.intuit-research.com
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