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01 LATAM and its

relationship with in-
person payment methods

In recent years, Latin America has experienced a significant
transformation in the use of financial technologies, driven by the
growth of e-commerce, financial inclusion and the advancement
of digital payments infrastructure. Among the most notable
Innovations is the use of point-of-sale (POS) terminals for
face-to-face payments, which has facilitated greater adoption of
debit and credit cards in a variety of sectors.

Countries such as Brazil, Mexico, Argentina and Colombia have

led this trend, standing out for their rapid expansion in the use of
POS terminals, supported by regulatory policies and growing
demand from consumers and merchants.
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The dynamics of the face-to-face payment market in LATAM
have been marked by strong competition among banks, fintechs
and technology service providers. The growing adoption of
contactless payment solutions and the integration of digital
payment methods with POS terminals have redefined interactions
between consumers and merchants. However, these dynamics
have also exposed certain challenges that continue to be barriers
to the equitable expansion of these services, such as:

Lack of infrastructure in rural areas:

The technological disparity between urban and rural areas
presents a significant barrier. In rural areas, limited internet
access and low penetration of POS devices hinder the adoption
of these technologies.

The high transaction and implementation costs of POS
technology:

Continue to be an obstacle to its mass adoption, especially for
small and medium-sized businesses.

Economic informality:

Prevails In the region, where a significant proportion of
businesses operate outside the formal system, without
access to financial services.
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Financial exclusion:

Although progress has been made in financial inclusion, many
Individuals In Latin America still do not have bank accounts or
access to debit or credit cards, making it difficult for them to
participate in this payment ecosystem.

Cultural resistance:

In many cases, consumers and merchants prefer to continue
using cash due to the perception of security and convenience.

Despite these challenges, there are great opportunities. One of
the most promising aspects is the growth of fintechs, which are
providing more accessible and affordable payment solutions, both
for small businesses and their consumers, as well as for large
industries.

These companies are introducing mobile POS terminals, QR
payment systems and other technologies that do not require the

traditional infrastructure of banks, facilitating the digitization of
payments for informal businesses and in rural areas. In addition,
the growing use of contactless technologies and the acceptance of
digital wallets offer new opportunities to diversify payment

methods.
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Relevant aspects and steps to accelerate the use of POS
terminals include:

® The favorable regulation that several governments are pushing
for to promote financial inclusion and the digitalization of the
economy.

® Programs that promote banking penetration.

@ Subsidies for the adoption of financial technologies and policies
that reduce transaction costs.

® Financial education is emerging as a key opportunity to reduce
cultural resistance and build confidence in electronic payments,
helping both consumers and small businesses to take advantage
of the benefits of these tools.

Payment methods at the point of sale (POS) in Latin America

5% 10% 15% 20% AP 30% 35%

Cash 31%

Credit card 30%

Debit card 24%

Digital Ticketing
POS financing

Prepaid cards

Source: WorldPay, 2023. | PCMI
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Finally, the impact of card payments and other means of
payment through POS terminals on the Latin American economy
IS undeniable. The use of these technologies has promoted the
formalization of small businesses, improved security and
transparency in transactions, and reduced dependence on cash.
In terms of financial inclusion, the expansion of these means of
payment has allowed more people to access the formal financial
system, improving their access to credit and other essential
financial services. This not only increases the productivity and
competitiveness of trade, but also contributes to the reduction of
economic inequality in the region.

In this study, we will analyze the behavior and evolution of the

use of cards and other face-to-face means of payment through
POS terminals in Latin America with a special focus on 5 countries
In the region. Through this analysis, we seek to understand market
dynamics, identify challenges and opportunities, and evaluate the
Impact of these means of payment on the economy and financial
inclusion in the region and by country.
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POS terminal payments
for physical purchases in

Latin America

The POS market has experienced significant growth in recent
years, due to its ability to offer a higher return on investment and
ease of access. These systems, which facilitate transactions In
sectors such as retail, hospitality, transportation and banking,
have become increasingly important for companies of all sizes.

According to a study by Mordor Intelligence, where they
conducted a study based on the gap from 2019 to 2029, the POS
terminals market in Latin America Is expected to register a
compound annual growth rate (CAGR) of 6.2% during the period
from 2022 to 2027.

POS Terminals Market 2029
in Latin America by 2024
market size

® CAGR: 6.20%

¢ Study period:
2019-2029

® Source: Mordor Intelligence

- /
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One of the main market drivers is the low cost of ownership

compared to other payment channels. Advanced POS systems are
more durable and reliable, which reduces operating costs and
Increases the demand for these solutions, especially in small and
medium-sized companies.

However, one of the challenges for market growth is security, as
POS terminals, being connected to networks and the Internet,
are vulnerable to attacks that seek to access sensitive
information such as card and PIN data, which can lead to fraud
and card cloning if they do not have various robust security
certifications.
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POS terminals market
trends Iin Latin America

mPOS:
according to experts, mobile point-of-sale terminals are
gaining significant market share. These devices connect
smartphones via Bluetooth and make it possible to accept
payments without the need to be linked to a fixed cash
register.

The merger between physical and online retail:

the combination of the two creates an omnichannel sales
strategy in businesses, which is also driving the growth of
these terminals.

Cash-on-delivery options:
e-commerce platforms have increased the adoption of
mPOS terminals. However, data protection is critical.

Increasing mPOS presence:
as companies launch more products to meet the growing

demand for contactless payment methods, more users will
be able to satisfy their needs without the need for other
payment methods.

ITEM 01
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Cash payments for
physical purchases
In Latin America —

A study by McKinsey & Company shows a comparison between

the most used means of physical payments among Spanish
speaking Latin Americans between 2021 and 2023. During
2021, inhabitants of eight countries were interviewed: Argentina,
Chile, Colombia, Dominican Republic, Ecuador, Guatemala,
Panama and Peru. And by 2023, Costa Rica and Uruguay were
added, achieving a representative survey of around 60% of the
GDP of Latin America. According to these surveys, the percentage
of people who chose cash as their preferred means of payment
fell by half, while the proportion of respondents who mentioned a
method other than cash, such as debit cards, credit cards or

mobile payments, more than doubled in 2 years.
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Debit cards replace cash as LATAM's
preferred means of payment in less than 2 years

20% 40% 60% 80%

16

36

Debit card Credit card B Mobile payments @ Others

Source: Mckinsey & Company

¢ Innovate or die:

As we have already witnessed, in the business world, you must
adapt to any change or challenge that may make businesses
obsolete. The disappearance or downfall of giant industries for
not renewing themselves is impressive. Such were the cases of:

® Blockbuster vs. Netflix

® Cabs vs. Uber

® Kodak vs. LG, Samsung, Sonic and Panasonic
® Nokia against touch smartphones

® Blackberry vs. iIPhone

There are many more examples like these. This shows us that
a leading company In an entire industry can lose absolutely
everything because of the fear of change and innovation.
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Debit and credit
card payments for

physical purchase In
Latin America

Those who preferred debit cards mentioned factors such as speed
of payment, ease of use, greater control over their spending, and

the possibility of obtaining discounts at merchants.

As for the use of credit cards, those who prefer to pay with them
do so mainly for two reasons: the possibility of accessing quality
credit, which allows financing in monthly installments with
relatively low interest rates, and loyalty programs, which offer

benefits such as points, miles, discounts or cashback.
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In the graph above, we can see how the notoriety of cards
Increased in 2023 compared to the use of cash for face-to-face

purchases, with debit cards being the main means of payment

in the region. This may be due to the fact that in Latin America,

traditional banks ask for too many requirements and conditions
to process a credit card, added to the fact that the inhabitants of
the region believe that by having only a debit card, they can

better control their daily and monthly expenses.

Digital wallet payments
for physical purchases
In Latin America

Digital wallets have begun to consolidate in most Latin American
countries since the end of the pandemic, so their adoption is
relatively recent. In technological terms, a distinction is made
between two main types: tokenized card-based wallets, such as
Apple Pay and Google Pay, and those that store a cash balance or

link cards to bank accounts.

ITEM 01
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Digital wallets or mobile payment solutions are gaining traction
every day as contactless payments become more widespread In

physical stores and payment through apps grows.

------------------------------------------

A World Bank study indicates that

42% of adults in Latin America use
contactless payments in stores, and

11% have recently adopted this payment format.

------------------------------------------

In addition, the Statista platform expects the number of Latin
American users of digital wallets to exceed 605 million, which

would place the region in third place in the ranking of use of these

solutions, behind China and Africa.
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Contactless payments
for physical purchases
In Latin America

According to Mastercard,

75% of phones are

enabled with a card for
contactless payments.

Digital wallets integrated into smartphones not only facilitate

online shopping, but also improve the customer experience in
physical stores, as the shopper only needs to bring or touch their
phone close to the reader, which will capture the cardholder's

data and finalize the payment.

Although the adoption of contactless payments is still low, with
only 5% usage; when this option is available, consumers tend to

use it. These payments are fast and easy.
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In addition, they allow consumers to manage both in-store and

online payments with a single method. Those who prefer this form
of payment enjoy the convenience of making physical purchases

by carrying only their smartphone, without the need to carry a
wallet or purse.

Contactless payments also offer high security, as cardholder
data is not exposed, and smartphones have advanced security
measures, such as encryption and tokenization, which replace

account numbers with random codes.
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Number of users in millions

With so many innovations, new markets, security technology
and user convenience, POS payments are advancing year by year
across the South American region, with an estimated 68.8

million users by 2025.

Number of mobile POS payment users in LATAM
from 2017 to 2025, by region (in millions)

2017 2018 2019 2020 2021 2022 2023 2024 2025
B South America
Source: ©Statista 2024
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02 Mexico and its

relationship with
In-person payments

Mexico is one of the largest and most important countries in the
region; despite this, it is distinguished by its strong relationship
with cash. Some of the main factors for this trend to continue are
quite similar to those throughout the region; low banking
penetration among the adult population, little or no trust In
banking institutions, and informal commerce that encompasses (by
far) the largest percentage of all types of business sizes in Mexico.

But in spite of that, we are entering a new era; one where the
older generations begin to take less relevance in the wheel that
moves the big markets and industries, to make way for new
technologies; and in which the younger ones, now enjoy their
purchases; physical with POS terminals, as online with total
security and above all, comfort.

KUSHKI 20
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Cash payments for

physical purchases
In Mexico

In 2017, the use of cash in the country was 76%; a figure that has
dropped considerably from 2020, the year in which the whole
world had to adapt as a result of the COVID-19 pandemic. Not

only large industries, physical stores, online, small and medium

businesses; also users.

The other 24% of payment methods at physical points of sale are

divided between debit cards, credit cards, digital wallets, card

payments with and without interest and prepaid cards.
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But the numbers are constantly changing. According to PCMI,
during 2022; these were the percentages of the main means of
payment for face-to-face purchases in Mexico:

Main means of payment for face-to-face
purchases in Mexico in 2022

0 5% 10% 15% 20% PASY 30% 35% 40%

Cash 39%

Debit cards 25%

Credit cards §24%

Digital wallets 10%

Deferred payments

X
with credit cards &t i

Prepaid cards {§ 1%

Source: WorldPay, 2023. | PCMI

Now, the predictions of the Statista platform on the use of
payment methods in physical stores for 2027 in Mexico point to
the following percentages:

Projection by means of payment for
face-to-face purchases in Mexico by 2027

*Cash: 34% * Digital wallets: 17%
*Debit cards: 22% ¢ Deferred payments with credit cards: 2%
¢Credit cards: 24% ¢ Prepaid cards: 1%
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POS terminal

payments in Mexico

For Mexico, the second largest economy in Latin America, the POS
terminals market is projected to reach a value of US$1.57 billion
in 2024 and reach US$2.49 billion in 2029, with a compound
annual growth rate (CAGR) of 9.69%.

This study prepared by Mordor Intelligence covers both fixed and
mobile POS terminals used in sectors such as retail, hospitality,

healthcare, among others.

Mexico POS USD 2.49B
terminals market
in billions of USD

USD 1.57B

® CAGR: 9.69%

¢ Study period:
2019-2029

® Source: Mordor
Intelligence 2024 2029
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POS systems have evolved from simple transactional devices to
Integrated solutions that connect with other payment platform
tools for businesses. This Innovation allows users to more
efficiently manage both their revenue and inventory, thanks to

the business information provided.

Among the main  ¢Llower maintenance costs.
benefits of POS e Transaction accuracy.
terminals are

) ® The ability to keep track of
the fO”.OWII‘lg: inventories in real time.

The retail sector Is experiencing the greatest adoption of POS

terminals in Mexico and this segment iIs expected to have

considerable weight In the country. With the reopening of
physical stores in different parts of the republic, the retail sector
IS experiencing a gradual recovery that leads them to avoid
long lines, delays and a solution that guarantees to expand
their sales thanks to the acceptance of various means of payment

with POS terminals.
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According to the National Institute of Statistics and
Geography (INEGI), consumer spending in Mexico grew by

1.5% quarter-on-quarter in the 20Q of 2022,
reaching MXN 12.76 trillion (USD 655.9 billion).

l
|
|
|
|
|
|
|
|
|
|
|
|
\

In addition, the cash-on-delivery option offered by several
e-commerce platforms has led to an increase in the adoption

of mobile POS terminals.

¢ POS market trends in Mexico

The increasing use of cards as a means of payment Is expected
to be an important factor for market growth. The expansion of
fintech and digital banks, payment providers and more is
Increasing competition and the use of debit cards in Mexico.
Unlike In the United States, where credit cards predominate, in
Latin America, and particularly among lower-income individuals,
the use of cash has been more common. However, Mexico has
seen a shift towards the use of credit cards thanks to increasing

digitalization.
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Although the increase is not necessarily high year after year, this
type of payment will continue to increase and will not disappear
soon thanks to new technologies, financial inclusion, fintechs,

new financial companies and internet access that are making

Inroads into the new generations to process cards, whether
debit or credit.

Adopting new and better tools with comprehensive payment
solutions, opens a world of possibilities for businesses; since all
Mexicans have their own reasons to buy and use their favorite
payment methods, so all industries, businesses, SMEs, etc. must
be prepared with a comprehensive platform that in addition to
accepting more payment methods, offers robust security,
frictionless transactions and a high acceptance rate to not let
any sale go.
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Digital wallets for
physical purchases
In Mexico

In Mexico, digital wallets have grown at a very slow pace In
previous years, but it i1s from 2021 where the numbers begin to
grow at a much faster pace. The Statista report shows that, from
having only 7% of the market share in 2021, the trend indicates
that by 2027, the number will have risen to 17%.

In the following chart provided by Statista, we observe that by
2024, mobile or digital wallet payments will account for almost
20% of users, while digital commerce will take the reins with
almost 74%.

Although e-commerce continues to outnumber mobile
point-of-sale payments, this correlation may have to do
with novelty, new trends, new target audiences, convenience

and other generational factors.
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Number of users in millions

Number of digital payment users in Mexico from

2017 to 2027 by type of payment (in millions)

0

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

U Digital commerce B Mobile payments at point of sale

Source: Statista Digital Market Insights | ©Statista 2024

According to a Capterra survey, 82% of respondents confirmed
that they have a credit or debit card set up in a digital wallet,

demonstrating confidence in this payment method.

ITEM 02
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The use of digital wallets iIs more common among young people:
8 out of 10 Mexican users are under 35 years old. 78% of
smartphone users between 26 and 35 years old use this form of
payment, and 74% of consumers between 36 and 45 years old

also do so, which keeps the figures high.

The report Digital Currency Use and Trends: The Mexico 2022
Wallet, which surveyed 1,000 people over the age of 18 who
are familiar with digital wallets, revealed that 695 participants

use them, and of that group, 630 use them specifically for credit or

debit card payments.

+

Y

——
l"-.
. —

In addition, by the close of 2023, one in ten internet users in

Mexico, aged 18-64, have already used Apple Pay to make
payments in physical stores and restaurants, which is double the
5% recorded in the first quarter of 2022.
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Apple Pay usage for in-store payments in Mexico was higher in

2024 compared to early 2022, reflecting an increase in consumer
adoption. The figures refer to the proportion of respondents who
Indicated they had used Apple Pay in the past 12 months, either
for point-of-sale transactions via mobile POS devices in stores,

restaurants, or for online purchases.

Apple Pay usage in online and in-person
payments from Q1 2022 to Q2 2024

25%

20%
15%
10%
5%
0% 0 0 0 0

Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023 Q12024 Q22024

Percentage of responses

B Stores, restaurants or other point of sale Digital commerce

Source: Statista Digital Market Insights | ©Statista 2024

ITEM 02 €9 1KUSHKI | 30


www.kushki.com

Eighteen percent of respondents in Mexico said they had used

Apple Pay at a point-of-sale between July 2023 and June
2024, while an additional 13% indicated they used it for online
payments during the same period.

Another of the most widely used and renowned digital wallets
In Mexico I1s Google Pay. Its adoption for online payments in
Mexico was higher in 2024 than in early 2020, indicating growing
usage among consumers. This according to two different
guestions asked across multiple Statista Consumer Insights
surveys. The figures shown here refer to the proportion of
respondents who indicated they have used Google Pay in the past
12 months, either for point-of-sale transactions with a mobile
device in stores and restaurants or for online purchases. None of
the respondents from Mexico reported using Google Pay at a
point-of-sale between July 2023 and June 2024, and another
three in 10 reported using Google Pay during the same period
for online payments.
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Debit and credit card

payments for physical
purchases in Mexico

According to a report published by Statista in March 2024,
physical or face-to-face purchases with credit and debit cards are
In second and third place consecutively, only behind cash In
the favorite means of payment for mexicans. During the period
from 2020 to 2023, we observed variations between both means
of payment, where debit cards managed to surpass credit cards.
However, by 2023, credit cards took relevance again, catching
up with debit cards with 24% each; and it I1s expected that by
2027, they will rise again with 24%, compared to 22% for debit

cards.
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Mexico point-of-sale (POS) payments market share in
Mexico from 2017 to 2023, with forecast to 2027

Payment
method 2017 2019 2020 2021 2022 2023 2027
Cash 76% 71% 415% 41% 39% 38% 34%
Debit Card 10% 14% 23% 24% 25% 24% 22%
Credit Card 8% 13% 17% 22% 24% 24% 24%

Contactless payments
In Mexico

Contactless payment, also known as contactless technology,
IS a short-range wireless communication system that allows the
transfer of information between two nearby devices for the
authorization of a payment.

This payment method uses contactless cards, smartphones and
terminals with NFC (Near Field Communications) technology,
which are easily identified by the four wavy lines icon on the front
of the card. Thus, it is no longer necessary to insert the card into
the terminal to complete the transaction.
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¢ Some of the advantages of contactless
payment are:

® Speed and simplicity in transactions.
® Real-time bank transactions registration.
® Online payments available 24 hours a day, every day.

® \With Google Pay and Apple Pay, your card data Is not shared with
the merchant.

A report by BBVA bank informed that currently some 60,000
businesses in Mexico accept payments through QR codes, and it

Is expected that by 2026 there will be 96 million active users

using this technology.

The most common sectors already using this means of contactless
payments are:

® Retalil trade ® Entertainment and events
e Everyday transactions ® Tourism
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A very striking fact reported by the Visa brand is that Mexicans

use contactless payments more when they are abroad than
when they are in the country. The company points out that while
70% of the transactions of mexicans outside the country are

made via contactless, only 5% use it inside the country. This may

be due to several factors, such as:

® Lack of knowledge on the part of businesses and their
employees of this new technology.

e Obsolete POS terminals that do not support this type of
transactions.

® The distrust of using such a simple and agile means of payment.

® Generation gap between traditional and alternative media.

ITEM 02
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03 Chile and its

relationship with
In-person payments

Chile is one of the most advanced countries in Latin America
In terms of payment technology and financial inclusion, so it is
not surprising that cash in this country is in third place, while
cards are gaining ground as the preferred method for face-to-

face purchases, with the debit card occupying the first place.

A report by the Central Bank of Chile shows the different types of
payment methods used by Chileans to pay for various products or
services. In the table we can see that when it comes to larger
expenses, users prefer to use their debit cards, while for small

expenses, they use cash.
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Preferred means of payment by Chileans when paying:

o ® o b @ &

Retail Retail Fairs Fuel Basic Public
trade stations services transportation

68,5% 50,2% 86,3% 45,9% 32,6% 55,7%
Debit C. Debit C. Cash Debit C. Cash Cash
14,9% 45,9% 4,2% 14,9% 30,2% 7,7%

Cash Cash Debit C. Cash Debit C. Debit C.
14,4% 2,5% 0,4% 6,2% 2,2% 0,8%

Credit C. Credit C. Credit C. Credit C. Credit C. Credit C.

The same report points out the demographic data depending on
the type of payment method. Here credit cards take more value
and reach a 4.7% preference among young people of high
socioeconomic levels, living in the south of the country and in the
capital of Chile, Santiago. Cash, on the other hand, is preferred by
the over-60 age segment, of low socioeconomic level, in the north
and center of the country.

Payment method preferences by demographics in Chile:

— w g

Debit card Cash Electronic transfer Credit card
42,9% prefer 42,5% prefer 8,9% prefer 4,7% prefer
52,5% 18 - 29 years 67,9% +60 years old 13,3% 30 - 35 years 52,5% High SES
54,6% High SES 66,1% Low SES 10,1% 18 - 29 years 54,6% Center
48,6% Santiago, CL 56,4% North 13,9% High SES 48,6% Santiago, CL
46,3% South 53,9% Center
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Another PCMI report based on Worldpay studies, face-to-face
debit card payments in Chile continue and will continue to rise
thanks to the technological power that this country has and its
government's perseverance to bank its entire adult population
without the need to go through the processes and formalities that
traditional banking requires.

In-person payment methods
preferred by Chileans in 2022

0 5% 10% 15% 20% 25% 30% 35%
Debit cards 34%
Credit cards 27%
Cash 23%

Digital wallets

Prepaid cards

Deferred payments
with credit cards

Source: WorldPay, 2023. | PCMI
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POS terminal

payments for physical
purchases in Chile

The market share of the use of different means of payment at
POS terminals in the Andean country iIs divided in a very
particular way, since within this study; among the selected
countries, Chile is the only one that does not have cash

payments in first place.

Instead; during 2023, the use of debit cards, credit cards, digital
wallets and prepaid cards, dominated face-to-face payments
at POS with; 37%, 26%, 10% and 4% consecutively.

The debit card continues to be the payment method used mainly
In retail and fuel stations, while cash predominates as a means of
payment in fairs and public transportation (regions), as well as
more recently (post pandemic) it has regained ground in retail

trade and in the payment of basic services.
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As already mentioned, Chile is a country that has been standing
out In recent years for its technological innovation and its high
rate of banking penetration, so much so that from 2019 to 2023
alone, they went from a market share of 51% in cash, to only
22%, only 7 percentage points away from reaching half of the

market share in 5 years.

Projected market share of the use of various means

of payment at points of sale for Chile 2027

==

Debit Card Credit Card Cash
32% 22% 17%
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Cash payments for
physical purchases

In Chile

As discussed In previous points, the use of cash in Chile for

face-to-face purchases is the lowest in this study with only 17%

of market share projected for 2027.

This differentiation from other Latin American countries is due to
several factors: Chile, a country of 19,960,889 inhabitants,
stands out as one of the most technological countries in the
region only after Brazil and Mexico, and is the leading country in

the development of Al technology.

In addition, the general population in Chile is concentrated in
3 generations, the X, Y and Z generations. Then, there is the
younger population aged 14 and under; which, since 2010,
has been a larger population than the Baby Boomers. This
demographic data shows that the low use of cash in Chile is also
due to the fact that the older population, who prefer this means

of payment, are increasingly fewer in the country.
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Breakdown of Chile's total population from 2017
to 2022, by age group (in millions of inhabitants)

15 -

=
o

Population in millions

3,7 3,7 3,69 3,68 3,65 3,59 3,57

2017 2018 2019 2020 2021 2022 2023

. 14 years old or younger . 15-64 years . 65 years and over

Source: Statista Digital Market Insights | ©Statista 2024

Another Interesting but logical fact is that chileans, as
spending increases, the preference for cash payments decreases
(highlighting a greater preference for cash in amounts between
$5,000 and $10,000) and the preference for debit and credit

cards and electronic transfers increases.
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In the same study by Banco de Chile, they conducted a survey

of a 5-year projection from 2018 to 2022 on the use of cash. The

results showed that this means of payment would be the lowest;

while, users who preferred not to use it and instead, used other

means of payment, led the projection with 48.1% for 2022. The

data show that the use of cash Is effectively losing more and more

value in this country.

80%

Projection based on a 5-year survey
(2018-2022) on the use of cash in Chile.

62.4% 63.6%
60%
48.1%
40%
LA 22.4% 23.6%
. (1) 4‘
20% o —8
22.9%
- -0
16.2%
11.8%
0%
2020 2021 2022
. Yes, as a principal Yes, but as a complementary . No, I prefer to us other
means of payment. means of payment. means of payment.
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Debit and credit
card payments for

physical purchases
In Chile

Chile is a leading example in promoting financial inclusion

through the widespread use of debit cards. BancoEstado, the
Chilean state-owned bank, played a crucial role in facilitating
access to these cards with the creation of the “CuentaRUT". This
account includes a debit card with no maintenance cost, which
Is managed digitally and linked to each citizen's national
identification number. Currently, the program has 13.7 million
users, equivalent to about 70% of the population. This causes the
trajectory of debit cards to maintain a sustained growth since
2017.

In the following graph from McKinsey & Company, we can see the
main reasons why Chileans prefer to use their debit and credit

cards.

ITEM 03 €9 1KUSHKI | 44


www.kushki.com

Among the most important reasons for the use of debit cards
Is their ease of use, while credit cards are easier to pay In

installments with low interest rates.

Top reasons to pay with debit cards
for Chileans in 2023

Speed and Better Discount
ease of control of my Contactless with payment
payment expenses payment Habit method

Top reasons to pay with credit cards
for Chileans in 2023

Possibility Lower Higher Discounted
to pay in interest credit Loyalty retail
installments rates limit programs network
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In addition, as we mentioned at the beginning of this point, debit
cards are the preferred means of payment for chileans for their
face-to-face purchases, and it is by far the country with the
highest rate in Latin America with 81%. And in second place, we

find the Dominican Republic with 55%, a gap of 26%.

Digital wallet

payments for physical
purchases in Chile

In this large Latin American country, it Is already extremely
common for consumers to no longer carry their cards with them,
and use their smartphone to make payments with the card they
have registered in digital wallets, such as Google Pay and Apple
Pay. This trend towards more technological transactions, greatly
facilitated by the use of wallets, is now even more consolidated in
other countries such as Colombia and Peru. Despite this, growth
projections for digital wallets in the country are positive, with an

Increase of two percentage points by 2022.
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According to Worldpay, they are gaining ground against cash,
whose share of face-to-face purchases in Chile decreased from
27% in 2021 to 23% in 2022.

In addition, by December 2022, almost 90% of face-to-face
Visa card transactions will be made with card-not-present
technology. Meanwhile, it 1s estimated that by 2027, digital
wallets will have overtaken cash with a 23% share against 17%

of cash usage, according to Statista.
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Contactless payments

for physical purchases
In Chile

During 2020, the volume of contactless payment purchases In

Chile reached 50% penetration along with Costa Rica, while
Peru follows with 28%.

According to a study published by Visa in 2021, in eight
countries in Latin America and the Caribbean, more than 50%
of face-to-face transactions are already made with contactless
technology. In this list, Chile stands out as the regional leader,

with 84% penetration of contactless payments, followed closely

by Costa Rica and Guatemala, with more than 70%. Panama and

Bermuda are between 60% and 70%.
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Meanwhile, in a Mastercard report from 2024, Mastercard
announced that as of the end of April of this year, passengers
of some Chilean bus lines will be able to pay their fares directly
at the turnstiles of the stations, using physical, virtual, prepaid
cards or through digital wallets in mobile devices such as cell
phones or smart watches. This contactless payment system will
enable simple, safe and reliable transactions for the inhabitants
of Chile.

This is the first time this type of payment has been implemented

In public transportation in Chile, thanks to a world-class
technological project that is on par with transportation systems
In cities such as London, New York, Mexico City, Sao Paulo, Rome
and Madrid. The open payment model in public transportation
responds to a growing trend towards smart payment solutions

that make cities more accessible and citizen-friendly.
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04 colombia, Peru
and Ecuador and their

relationship with
In-person payments

¢ Cash and debit and credit cards

Colombia is a highly banked country and accustomed to using
other means of payment. Even so, as in most Latin American
countries, the use of cash continues to be among the top 3

payment solutions preferred by colombians.

Statista's projections state that by 2027; the use of cash for
face-to-face payments will predominate with 29%, while In
second and third place, credit and debit cards will be in second

and third place with 22% and 19% respectively.
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In Peru, projections are very similar to those of its neighboring
country, Colombia. It is expected that by 2027, cash will have
dropped 6 percentage points compared to 2023 with 28%,
while credit and debit cards will account for 23% and 17%

respectively.

Colombia @ Peru (¢)

Cash Cash
Credit Credit
_Vgis _Vgi
22% 23%
Debit Debit
5 cards 5 cards
19% 17%

Regarding the penetration of this means of payment; in this
comparison, we note that Peru is the country with the highest
penetration of both types of cards, with 94% for debit cards
and 93.1% for credit cards. In second place for debit cards is
Colombia with 89.5% and Ecuador with 83.5%. In the case of
credit cards, Ecuador surpasses Colombia with 85.9% versus
84.5%.
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Penetration percentage by type of
card in Peru, Colombia and Ecuador

*Debit Card ¢ Credit Card

4,7%
14,3% 21,8% 15,9% 29,3% :

Peru Colombia Ecuador Peru Colombia Ecuador

In a survey conducted by Afi and The Cocktail Analysis; they
asked the following question to all respondents: Thinking about
the future, if you could pay that way whenever you wanted to,
regardless of the options that currently exist, what would be your

favorite payment method for each situation?

The highest percentage among these 3 countries was "'diversified
payments', which, according to the same report, details "the
great variety of payment methods, for which it opts depending
on the situation, but opts for payments in cash or from the bank

account''.
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Regardless of the accepted payment methods, what
would be your preferred option to make your payments?

0 5% 10% 15% 20% 25% 30%

28.4%
Ecuador |

24.1%
Peru '

23.6%
Colombia |

@ Cards 0 Diversified @ Bead @ Digital @ Flexible U Cash

In second place, also for the 3 countries, are the "payments on
account' payments which mean: "little diversity on the means of
payment they prefer and they opt for payment on account for a

great variety of contexts'.

Regarding the highest use of cash, not only among these 3
countries, but also in most of LATAM, Ecuador has a 49%
preference, followed by Colombia with 43% and Peru in 6th place
with 29%. It should be noted that this study by McKinsey &

Company does not take into account statistics from Mexico.
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Cash as preferred means of payment

0 10% 20% 30% 40%
Ecuador

Colombia

Guatemala

Dominican
Republic

Panama
Peru
Uruguay
Costa Rica
Argentina

Chile

Contactless —

Colombia has seen a notable increase in the adoption of
contactless payments. In 2022, 55.78% of transactions were
made by bringing the card close to the dataphone without
Inserting it, and by January 2023, the figure reached 75.28%,
representing an increase of 19 percentage points. This growth
reflects a clear upward trend in the use of contactless technology

In the country, according to a report by SumUp.
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The case of Peru with the adoption of this technology is immense.
A Visa report reveals that Visa contactless card payments have
experienced significant growth in the last five years. Given this
Increase, the multinational has focused on implementing more and
better anti-fraud solutions, as well as continuing with financial

education and reaching nano and micro merchants in Peru.

Peru continues to be a laboratory for Visa; a
place where we make invented innovation.

Gilberto Chaparro, general manager of Visa Peru

By February 2024, penetration of Visa contactless face-to-face
transactions reached 90% in Peru, an exponential growth
compared to the 2% recorded in May 2019, according to internal
data. At the Latin American level, penetration exceeded 60% by

the same date.
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According to Visa Peru, the use of debit cards has grown in line

with technological change, outpacing that of credit cards.
Between 2022 and 2023, the use of debit cards increased by

50%, well above the average growth of 20% In the region.

According to the Central Reserve Bank of Peru (BCRP), as of
February of this year, there were some 35.4 million debit cards
and 6.2 million credit cards in circulation issued by commercial
banks in Peru.

This data means that 9 out of 10 point-of-sale transactions are
contactless.

Digital wallets and
mobile payments —

¢ Colombia

In the case of Colombia; a report published by Colombia Fintech,
Indicated that in the country, digital wallets are already making a
strong presence in the economy of this country, as they report
that at the end of last year, transactions were made for $332,000
billion USD.
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According to the Fintech Snapshot of 13 digital wallets operating
In the country, by 2023 there were 54,634,939 users of this
means of payment. Users have sought to expand their payment
options and adopt this digital means, which has become a key

point to access various benefits and facilitate financial inclusion.

In 2023, Forbes published an excerpt from the Credicorp Group's
Financial Inclusion Report, where they mention the significant
growth Iin the use of digital wallets in Colombia, which has
reached 61% of the population, 15 points higher than in 2022,
and far exceeding the regional average of 31%. This trend iIs
aligned with the positive perception of this tool in the country, as
64% of users consider them ‘gdood’ or 'very good’, an increase of

14 percentage points compared to the previous year.
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¢ Peru

The Central Reserve Bank of Peru (BCRP) began in April 2023
the Interoperability of the country's largest digital wallets,
consolidating the process with all operators, including Banco de la
Nacion. Currently, the integration is fully completed and has
shown successful results. It Is estimated that by 2024, one billion
transactions will be made in digital wallets, with an average of
100 million transactions per month; 80% were made between the

different digital wallets operating in Peru.

A peruvian report just published in June
2024, indicates that digital wallets will

be used 20 times more than in 2020.

The "Financial Inclusion Index", prepared by Ipsos and Credicorp,
revealed that 45% of peruvians were already using payment appli-
cations or mobile wallets by the end of 2023, 12% more than In
2022.
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In Peru, it is estimated that there are more than 18 million users of
digital wallets, that is, more than half of the population (about 33
million), and they use them for both face-to-face transactions and

e-commerce operations, said Helmut Caceda, executiv president

of the peruvian Chamber of Electronic Commerce (Capece).

An interesting finding of this study, which may or may not surprise
some, Is that social networks have contributed to the growth of
alternative means of payment. Entrepreneurs, content creators
and influencers are selling products or services through these
media, without the need for a marketplace or online store.
Thanks to this type of transactions, digital wallets already
account for 2% of the US$13 billion that the market moves.
Although cards are still the main means of payment with 60%,
their share is decreasing, as digital wallets are here to stay, said

Caceda.
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¢ Ecuador

The case of Ecuador is more particular compared to the other
countries In this study, as regional differences play a role due to
the diversity of available technologies. In countries where many
merchants display their QR codes, the use of mobile payments is
higher, while in those where people are more accustomed to
paying with physical cards or stored in digital wallets, the use of
QR codes is lower. In the three countries that participated
In McKinsey & Company's 2023 survey (Dominican Republic,
Ecuador and Guatemala) where digital wallet penetration is

lowest.

More than 30% who do not cite low take-up as
of respondents use them the main barrier.

In countries where mobile payments are widely used, such as
Argentina, Colombia, Panama and Peru, respondents opted for
this method because of its ease of use, security and low cost. On
the other hand, in nations where mobile payments are not as
widespread, such as the Dominican Republic, Ecuador and
Guatemala, participants indicated that they would be willing to
use this method if it were more accepted and easier to use at

merchants.
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In the following table with several Latin American countries

Included, the group of McKinsey & Company; examine in depth the
specific data of each country, and two types of archetypes
emerge: one In which digital wallets drove financial inclusion;
Argentina, Colombia, Panama and Peru, and the second in which
bankarization was mostly driven by debit cards; as is the case of

Chile, Dominican Republic, Ecuador and Guatemala.

Factors driving mobile payments for
bankarization in some LATAM countries

Cards VS Mobile Payments
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Source: Mckinsey & Company
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05 Conclusions

More and more Latin Americans are using credit cards, debit
cards and digital payments. Everything indicates that this trend

will only rise, so payment providers, financial institutions,

fintechs, PSPs, platforms and others must keep their products and

services updated according to the demands not only of the

Industries, but also of the users.

What new and innovative strategies should be
considered to make the financial payments
ecosystem in Latin America flow in the best way?

Acceptance of multiple online and physical
(face-to-face) payment methods

It's 2024, so it's time to redouble efforts and
encourage more businesses to accept alternative
forms of payment besides cash.
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¢ How to achieve it?

Forging alliances:

Establishing partnerships with large merchants, well-known
customers, entrepreneurs and others can help spread the
acceptance of alternative means of payment.

Omnichannel:

A disadvantage for businesses that have both e-commerce
and physical businesses is the multiple payment platforms they
must deal with in order to make both sides of the business work
optimally. Having to deal with unforeseen events, system crashes,
transactional control, are just some of the disadvantages that
lead businesses to lose important resources, such as time,
money and effort.
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Expansion outside the traditional financial segment:

Financial institutions, acquirers, platforms and others should
consider expanding their offerings also to micro-merchants
that currently only accept cash. Alternative payment technology
(OR code, tap and pay or payment links) should be aligned with
a market-level strategy that takes into account not only the
payment preferences of customers, but also their financial
possibilities to enter the new wheel that is turning around new

and better possibilities for everyone in the region.

Interoperability:

Although some governments in several Latin American countries
are already working on opening alternative systems through any
payment application; such as QR payments, payment links,
digital wallets, contactless, etc. These government initiatives
could create new opportunities for all institutions and
Industries involved in payment processing. This does not
guarantee wider adoption of alternative payments. So the task
of educating and raising awareness among users also falls to
the entire financial ecosystem. To do this, they must design
superior payment experiences that meet the demands of

consumers, whether they are banked or unbanked.
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06 We are Kushki

The omnichannel payment solution your merchant needs!

We simplify your payments so that your business can scale and
multiply your sales thanks to our omnichannel solution, which
allows you to accept online and in-person payments.

Kushki accompanies you in every
part of the integration process, with a
360° service that includes:

Various Compliance with Expansion of
means of regulations and your business
payment. licenses by country. in the region.

Own acquisition and A regional player, with

direct connection with local expertise and a

Visa and Mastercard. global team.
Anti-fraud Improved Payment

prevention with user experience Integrations;
the newest tools with high from simple to
on the market. acceptance rate. robust solutions.
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With Kushki; get a single provider for
your omnichannel payments

All payment methods; online and in physical stores!

We operate under the models:
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Cash Transfer Cards APM’s

*Online payments available in Mexico,
Chile, Colombia, Peru and Ecuador.
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*Omnichannel payments (online and physical)
available only in Mexico and Chile.
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https://www.kushkipagos.com/en/card-solution?utm_source=Kushki+insights&utm_medium=paper&utm_campaign=noviembre
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Are you interested in joining our
Kushki Partners program?

Become our ally!

Start your own business and earn extra income by promoting our
entire catalog of products and services; ideal for large industries

and companies looking to expand in the region.

Learn more here



https://www.kushkipagos.com/en/partners
www.kushki.com
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