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Key Facts

2> AliPay, which currently has 450 million customers, processes 34% of the total billing

volume of 860 billion Dollars outside China

) Torespond effectively to Chinese tourists in Europe, a push has been made to increase

the number of sales points in Europe that accept AliPay through partnerships with
Wirecard (February 2016), Concardis (June 2016), Ingenico (August 2016) and SIX (De-

cember 2016)

) AliPay has the potential to become a significant threat to the customer interface, cur-

rently provided through banks and underlying earnings, without actively being noticed.

Report

Changing customer needs, the liberaliza-
tion of regulations, and the related digitali-
zation of the payment market are having an
ever greater effect, as seen in the propor-
tional increase in the use of mobile pay-
ment methods. This being the case, itis ex-
pected that the global customer base will
have increased by ~51%, and the volume
of transactions by ~85% by the end of
2020.

In anticipation of this trend, globally active
technology firms are setting their sights on
the potential returns in tandem with direct
access to the customer interface through
the aggressive placement of digital pay-
ment solutions such as AliPay, Apple Pay,
Android Pay, and Samsung Pay.

In terms of its customer base, AliPay, the
payment method introduced by online re-
tailer Alibaba, stands out because of its
leading position in China (currently 450 mil-
lion customers), which is three times the
customer base of PayPal and significantly

larger than that of Apple Pay.

In recent years, Alibaba has focused on the

national market where it has a share of

~80%, processing payments worth 568 bil-
lion Dollars mainly within China via its own

AliPay app in 2015. However, the rise of the

middle class, and the ensuing exponential in-
crease in this group’s readiness to travel, has
led to positive growth in payments outside
the country to the tune of 292 billion Dollars.
This means that ~34% of AliPay’s total trans-
action volume is already processed abroad,
and this is acting as a catalyst for expansion

on the European market.

The constantly growing number of sales
points that accept AliPay and new partner-
ships in the European market are indicators

of this change in strategy:

= February 2016: Partnership with
Wirecard — Wirecard develops the
app scan AliPay to allow AliPay to be
accepted on mobile terminals without
the need for cash register integration.
Traders across Europe are able to ac-
cept and process AliPay transactions
by scanning the QR code.

. June 2016: partnership with Con-
cardis - Concardis, one of the leading
payment providers in Europe, inte-
grates AliPay within its comprehensive
trader portfolio. The Concardis solu-
tion is directly integrated into the re-
tailer's existing equipment, so no addi-
tional infrastructure is needed. The ac-
tivation of the AliPay solution is carried

out through a normal software update
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Figure 1 - Mobile commerce as a percentage of Alibaba Group'’s total revenue, from Q2
20121to Q3 2016

and upon the retailer signing the acceptance

contract

] August 2016: partnership with In-
genico — the Ingenico Group inte-
grates AliPay into its in-store payment
gateway, meaning the acquiring part-
ners throughout Europe are able to of-
fer AliPay to the merchants behind it.

] December 2016: partnership with
SIX - the agreement between the
Alibaba Group and SIX allows traders
whose SIX terminals are NFC-capable

to accept AliPay across Europe

Alibaba Group is currently still focusing on
making access to AliPay for Chinese tour-
ists in Europe as easy as possible. How-
ever, in the next few years, there is a sig-
nificant danger that the rapid increase in lo-
cations where it is accepted will enable it to
undergo an aggressive transition as a com-
peting product in the various national mar-
kets, thus driving the banking sector out of

the core of the digital payment market.

This effect is accentuated by the growing
importance of mobile online retail for the
parent Alibaba Group. In the third quarter
of 2016, 78% of its aggregate turnover was

generated through mobile commerce.

It is therefore recommended to give full
weight to AliPay when assessing risks and

competition, alongside Apple Pay, Android

Pay and Samsung Pay, and also to evaluate
AliPay’s strengths when developing in-

house bank-based payment solutions.
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Sources

INTERNET:
https://www.wirecard.de/AliPay/

https://www.concardis.com/at-de/artikel/partnerschaft-mit-AliPay

https://www.ingenico.com/fr/presse-et-publications/communiques-de-presse/all/2016/08/AliPay-

partnership.html

http://www.six-group.com/dam/about/downloads/media/media-releases/2016/1206-d-SIX-Ali-
Pay.pdf? hstc=265801296.d4e35¢91925db52307ea531142d18931.1479922977860.1479922
977861.1482326980755.2& hssc=265801296.2.1482326980755& hsfp=434419612

http://statista.com/
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