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About This Paper

In the last and final part of this white paper, we look at challenges

Mobile Payment in Asia l“
faced by the mobile payment industry in Asia, as well as potential ‘
for further expansion in an already booming market.

This paper examines the market for mobile payment in Asia. Mo-
bile payment is the ability to make payments using a portable
electronic device such as a mobile phone — a service which is be-
coming increasingly in demand in the modern digital world. The
findings presented in this paper come from a survey conducted
by GMO Research (GMOR) in 2018, and they provide insight into
this dynamic and ever-changing market and the challenges and
opportunities it will face in the future.

This paper is presented in three parts. In the first part we exam-
ined the current state of mobile payment in Asia, drawing com-
parisons between Asia and the rest of the world, and between
different countries within the region. This section also examined
the demographics of Asian mobile users.

In the second part we looked at user preferences, including the
most popular uses for mobile payment, the preferred mobile pay-
ment apps by country, and the level of competition posed by oth-
er forms of payment.

In this third part we will lay out the challenges and opportunities

related to mobile payment in Asia. This includes the most signif-
icant reasons behind resistance to mobile payment, and the po-
tentially enormous market available to companies who are able
to overcome consumers’ concerns.
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Mobile Payment in Asia

Hurdles To Overcome

While it is clear that mobile pay-
ment will be a force to be reckoned
with going forward, some challeng-
es remain which will have to be ad-
dressed by anybody looking to take
part in this growing industry.

First, there is still a significant un-
banked population in Asia. Despite
leading the way in mobile payment,
China has the most unbanked peo-
ple in the world (225 million), and
India has the second most (190
million).“ There are very large un-
banked populations in Southeast
Asia too: research shows that only
27% of people living in the region
own a bank account.’s For unbanked
individuals, all financial activities
revolve around cash, but this could
prove to be a promising opportuni-
ty for mobile payment, whichis able
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to imitate the quick and easy nature
of cash payments, and thus may
hold more appeal for unbanked in-
dividuals than traditional banking.

Second, mobile payment relies
on good infrastructure in terms of
mobile phones and internet con-
nection. In many parts of Asia this
infrastructure is unreliable, and is
therefore a deterrent to the adop-
tion of mobile payment. However,
mobile use is on the rise: around
75% of Asian consumers now use
smartphones.© Also, most Asian
markets are classified as ‘emerg-
ing’,” meaning that the economy
is changing rapidly and the pop-
ulation is willing to embrace new
technology, so further efforts to
improve infrastructure could reap
large rewards.

Consumers’ Worries

It is important to consider what is
causing resistance to mobile pay-
ment among consumers, in or-
der to better address their needs.
GMOR's survey pinpointed some
of the major obstacles that are cur-
rently keeping people from using
these services (Figure 7).

The two biggest areas of resistance
are preference for cash (the top is-

sue in the Philippines, Indonesia
and Thailand) and concerns about
online security (the top issue in
India, Malaysia and China). Other
problems include a lack of mobile
payment apps on users’' devices,
lack of knowledge about how to
use these apps, and lack of ven-
dors who accept mobile payment.
The main focus for those looking to
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promote mobile payment, there-  simple as possible and to reassure
fore, should be to provide clear in-  consumers that their data will be
formation about the service, both  handled in a secure manner.

to make the transition from cash as

The Waiting Market

If these concerns are addressed, countries surveyed, a significant
the potential market for mobile  majority said they would adopt
payment is tremendous. In all the  mobile payment if their worries

Figure 7:

Resistance towards mobile payment with cross-country comparison (in %)
What Is The Reason Why You Do Not Use Mobile Payment? TOP 5

B | am satisfied using cash I ! do want to use but do not know Il ! do not have payment function/app on
how to use mobile payment my smartphone/tablet/mobile phone
| am worried about the current security The places | make purchases do not . | do not see any benefit in using mobile
on mobile payment have mobile payment option payment

| do want to use mobile payment but
lacking knowledge which one to use

China India Thailand

N=40 N=157 N=214

35,0 300 150 100 75 363 306 127 121 15 346 224 140 126 MnN.2
Malaysia The Philippines Indonesia

N=319 N=383 N=592

498 226 226 154 138 420 337 146 120 104 262 147 13.0 123 81

Source: GMOR survey “Mobile Payment Asia” 2018
Base: Respondents who do NOT use mobile payment Challenges and Opportunities 4
(MA)
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China

India

Thailand

Malaysia

The Philippines

Indonesia

were resolved (Figure 8). The most
willing market for this is the Philip-
pines, where an impressive 76.9%
of respondents expressed such an
interest.

One of the most important ways to
resolve concerns about security is
‘tokenization’.s This protects dig-
ital wallets across all methods of
mobile payment by replacing the
customer’s account number with a
unique ‘token’ that is limited to a
particular device, transaction type,
recipient, etc. The restricted token
— rather than the customer’s bank
details — is then passed through
wireless networks to complete a
transaction, thus protecting against

Figure 8:
Potential for adoption if concerns are addressed, with cross-country comparison (in%)

fraud and data breaches.

In nearly all the countries surveyed,
most people had not heard of to-
kenization (Figure 9). The only ex-
ception was China, where 52.9%
of respondents had heard about it.
For several countries, roughly half
the population knew what tokeni-
zation was, but the most dramat-
ic splits were in Malaysia (68.2%
did not know) and the Philippines
(71.1%). These are important mobile
payment markets, so some educa-
tion about tokenization could set
consumers’ minds at rest regarding
security.

If All The Obstacles/Worries Mentioned At Q10 Is Resolved,
Would You Be Interested In Using Mobile Payment?

B ves

67.1

67.6

61.9

76.9

51.5

Source: GMOR survey “Mobile Payment Asia” 2018

.No

| do not know

7

23.8

12.6

1.5

21.2

Base: Respondents who do NOT use mobile payment AND have specific reasons for doing so. (SA)
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What Consumers Want

Through GMOR's survey, consum-
ers created a ‘wish list'" of mobile
payment services they would like
to use in the future (Figure 10). For
some services, the systems are al-
ready in place — for example, Figure
5 demonstrates that a majority of
mobile payment users in India and
China currently use it for phone/in-
ternet bills, and this also appeared
in the top three desired services for
these countries.

However, consumers’ needs are
not always being met, and there
are clear opportunities for those
wishing to expand the existing
scope of mobile payment. For in-
stance, in Malaysia, consumers
would like to use mobile payment
for food and drinks at restaurants

Figure 9:

and bars (46.5%). Similarly, the
Philippines would like more oppor-
tunities to pay for groceries with
mobile (44.7%).

In some cases, respondents are
looking for opportunities that ei-
ther do not currently exist or have
limited usage. A top priority in Chi-
na is to use mobile payment for
train, subway or bus tickets (55.5%)
— althoughiit's worth noting that Al-
ipay has begun to expand its ser-
vices into public transportation in
more than fifty Chinese cities® -
while Thai respondents would like
to pay for medical bills on mobile
(30.0%). AWl of these areas repre-
sent possible markets for mobile
payment growth

Exposure to tokenization as a security measure (in %)
Have you heard of this technology before?

Tokenization is a process of protecting sensitive data by replacing your card details with a series of randomly generated numbers
(the token). If your phone/device contains a token, none of these apps have access to your credit card/bank details. Your card/bank

information is locked down and meaningless to fraudsters.

t o
China India
YES, | have
52.9 448
NO, | have not
47.1 55.2
N-998 N-1000

Source: GMOR survey “Mobile Payment Asia” 2018
Base: All respondents
(SA)
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Thailand Malaysia The Philippines Indonesia
47.2 31.8 28.9 473
52.8 68.2 ni 52.7
N=1000 N=1000 N=1000 N=995
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| Mobile Payment in Asia

Looking Ahead To
A Thriving Digital

Market

In the rapidly growing, tech-friend-
ly Asia-Pacific economies, the use
of mobile payment is increasing,
and there is a significant demand
for more. Smartphone penetration
continues to be on the rise and cou-
pled with a huge unbanked popula-
tion, the region exhibits high growth
potential for alternative payments
such as digital wallets and mobile
transactions. While certain markets
(i.e. India and China) are already
dominated by mobile payment app

Figure 10:
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giants, there are many more coun-
tries where potential for growth is
tremendous as there is a large pop-
ulation of users with the desire to
use mobile payment apps. As long
as app providers can overcome con-
sumers’ concerns about security
and ease of use, and ensure a solid
foundation of digital infrastructure,
then mobile payment will continue
to boom in Asia-Pacific and extend
its reach into vast new markets.

Wish list for future mobile payment usage by country (in %)
On What Payment Occasions Do You Wish To Use Mobile Payment In The Future?

Source: GMOR survey “Mobile Payment Asia” 2018
Base: Mobile payment users only
(MA)

[ st B 2nd
China India Thailand Malaysia |The Philippines| Indonesia
D
.D i 39.6 36.8
fa Electricity
31 M Water/Gas 39.6 39.1 30.5
v e e
Y e | 494 54.8 29.6 26.1
it | 53] 543 291
oo Store, etc)
B o 542 38.4 30.0 311 33.4 27.0
&N e 490 52.1 22.5 41.7 324 20.3
Sports, etc)
@ e | 5955 47.8 23.7 39.4 25.0 19.4
N=958 N=843 N=786 N=681 N=617 N=403
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About GMO Research

GMO Research can offer you an online research solution platform
that allows access to our multi-panel, multi-country online panel
network — Asia Cloud Panel. Asia Cloud Panel consists of over 22
million online panelists across 13 APAC countries, ranging from
consumers to CEOs, and we are constantly expanding our reach
both in Asia and globally.

GMO Research is also part of and is backed by GMO Internet
Group, one of the largest Internet conglomerates in Japan,
specializing in a number of Internet-related technologies,
including web infrastructure and e-commerce, Internet media,
Internet securities and social media and smartphone platforms.
GMO Internet Group has the number one Japanese market share
in Internet security, payment processing, e-commerce solutions,
web hosting, domain and FX trading.

For more information:

request@gmo-research.jp

USA (NY)  +1516-884-9600
EU +40 742-820391
Japan +813-5456-3244
China +86 21-3330-1227
Singapore +65 8435-9426
Malaysia  +60 3-2721-2013

India +9111-4104-9336
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