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SHAPING THE FUTURE
OF NORDIC PAYMENTS
The Nordic region is one of the world’s most advanced retail
payments markets and an innovation hotspot. Hastened by
COVID-19, technological developments will further accelerate
transformation during the 2020s, leading to unprecedented
industry change.
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To better understand how the Nordic payments ecosystem will evolve and how leaders can
best respond, we interviewed key stakeholders in the region. We then used our FutureWorldsTM
methodology (see page 34 for details) to develop four potential scenarios for 2030.
Our scenario analysis, which functions as provocations, not predictions, makes it clear that Nordic
payments are at an inflection point. Incumbents face increasing threats from new entrants and the
barriers between local and global initiatives are becoming blurred. Banks must act now, and act
decisively, if they are to retain their influence on the industry’s future development. While building
on their strengths, they must be willing to break away from traditional approaches and current
business models.
Drawing on current industry developments and the experience of our payments and technology
experts, we have developed three recommendations for Nordic banks:

Take a stand
on payments
infrastructure

Build a future-proof
ecosystem that
harnesses the power
of collaboration

Monetise new payments
services based on
customer needs

These actions hold the key to Nordic banks’ ability to respond to the threats they face, develop
new offerings and business models, and shape the future of Nordic payments. This will not only
help banks and their customers, but will ensure that Nordic society as a whole continues to share
the benefits of fast, efficient and secure payments long into the future.
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Nordic retail payments – now and in the future

Retail payments are one of the most complex and fast
changing areas of finance, and the Nordic payments industry
is among the world’s most advanced and innovative. All four
core Nordic markets have high levels of card penetration and
digital adoption.
Even before COVID-19, cash usage was falling and annual
growth in card transactions was typically running at 5-6 per
cent. More recently, the pandemic has given a further boost
to online commerce and contactless payments, the latter
growing by 12 per cent in the first four months of 2020.1
Several drivers are shaping the evolution of payments across
the Nordic markets. These include the rapid advance of
local and global mobile wallets; the success of new business

models such as Sweden’s Klarna; regional partnerships
such as P27, which aims to establish a single Nordic
payment infrastructure; the widespread use of digital ID,
led by Norwegian and Swedish BankID, NemID and TUPAS;
European regimes such as the EU’s ‘open banking’ directive
PSD2, soon to be followed by an even broader PSD3; and
global initiatives such as the international financial data
standard ISO 20022.
Looking ahead, the continued rapid growth of contactless
and online payments, together with the adoption of new
technologies, including account-to-account (A2A) solutions,
QR codes and ‘PIN on COTS’ payments, will help to further
accelerate payment transformation in the Nordics.

The EU regulation that was meant to stimulate competition and
innovation has actually led to a strengthening of the global card
schemes and BigTech players. And there is potential for them
to exploit this going forward as solutions mature
Senior Swedish card industry executive
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Key payments technologies

Account to account (A2A) payments are direct transfers
of funds from one bank account to another at the same
or another financial institution. A2A payments represent
an alternative to card payments and are central in the
implementation of Open Banking and PSD2, which opens
up for a whole new class of payment service providers
operating on the banks’ payment rails but independently
from the banks.

PIN on COTS technology allows retailers to accept payments
in-store using pre-existing commercial off-the-shelf mobile
devices just connecting a secure card reader. Small and
micro-merchants will be able to save the cost of purchasing
more expensive devices whose sole purpose is to accept
payments, and offering more robust security. PIN on Glass
technology allows PIN entry on a touchscreen, but this
requires a dedicated, certified terminal.

Biometric cards use biometric data – such as a fingerprint
sensor on the card – to provide transaction security instead
of a PIN. Since the fingerprint data is always stored in the
card, this data cannot be stolen or intercepted. This allows
contactless upper transaction limits to be raised, boosting
retail store contactless purchases.

QR code payments are performed by scanning a printed or
on-screen quick response (QR) code using a mobile device,
removing the need for a dedicated payment terminal. QR
codes represent an alternative to cards.

5G offers massively greater bandwidth and faster
connections than 4G, and will open up advances in the
Internet of Things. This enables more seamlessly integrated
customer experiences on mobile devices, instant transactions
and more time to check a range of variables for fraud.
ISO 20022 is a new standard for electronic data interchange
between financial institutions. It defines a set of payments
metadata and the processes for maintaining them. The new
standard is part of a wider global trend towards payments
processing standardisation, resulting in faster reconciliation
processes, richer customer data and improved openness
and interoperability.

Virtual cards do not exist in physical form and can be used
for online purchases and physical purchases through a
wallet utilising the phone’s NFC chip. Virtual cards provide
improved security and can be issued for a variety of both
consumer and business applications.
Central Bank Digital Currency (CBDC) is a digital form of
central bank money equivalent to physical cash in that you
have a claim on the central bank. CBDC may have wideranging implications, ranging from money supply and
monetary policy to commercial banks’ funding costs and
consumer payments. A range of central banks are currently
studying the implications of and options for CBDC and some
have initiated pilots, including Sweden.
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Despite similarities, each market is unique
The Nordic payments markets have much in common, but important national
differences remain. Analysis of the number of transactions conducted through
the main processes shows that while global card schemes have major positions
in Sweden and Finland, national card schemes BankAxept and Dankort remain
dominant in Norway and Denmark. Credit transfers between bank accounts are
important in all of the countries, but above all in Finland (see diagram below).
The Finnish account-to-account ‘payment button’ is a popular option for Finnish
online commerce, accounting for a large share of online commerce payments.
The share of instant payments is growing, driven by wallets in the respective
countries, but still has a potential for significant growth.
As a result of COVID-19, the share of cash payments has dropped significantly
during 2020 and is likely to remain low going forward.

Number of transactions per payment service by country

Instant payments

*The figure of Sweden is estimated based on historical numbers
**Excludes instant payments

Instant payments
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There is also significant variation in the structure of each market’s banking industry.
Our estimate of market share by assets shows that while Sweden’s market is largely
shared between four main commercial banks, Norway and Denmark are dominated by
DNB and Danske Bank respectively. In Norway, savings banks under the Sparebank 1
alliance also retain significant influence (see diagram below).
Across the region as a whole, Nordea has by far the largest footprint. Meanwhile
Danske Bank is also a major player in Finland, which is the region’s most concentrated
banking market and where OP enjoys a stronger home market position than any other
Nordic bank.

Estimated asset market share by country
SWEDEN

Swedbank

NORWAY

DENMARK

FINLAND
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Snapshot today:
The Nordic payments market

•

The BankAxept debit card scheme, owned by the banks and from 2018 part of
Vipps AS, still dominates Norwegian payments, and accounts for 65 per cent of
card payment transactions. It helps local merchants keep costs low, but growth
has slowed in recent years.

•

The recently approved sale of Nets’ A2A business to Mastercard gives the global
payments giant access to core parts of Norway’s payments infrastructure for the
first time.

•

Norwegian banks have a history of multilateral collaboration on services and
infrastructure. After selling Nets in 2014, the banks developed new vehicles
for governance and development of infrastructure and services, including
infrastructure company Bits and standalone companies for BankAxept and digital
identification platform BankID, both of which were later merged with the mobile
wallet Vipps.

•

In 2019, Vipps was processing over half a million transactions a day, close to 10
per cent of all transactions in Norway and this has since grown.2 Global wallets are
relatively weak compared with other Nordic markets. In September 2020, Vipps
launched QR codes for in-store purchases and entered a strategic partnership with
Visa to expand internationally.

•

Norway’s non-EU status gives it more regulatory autonomy than other Nordic
markets, and Norges Bank is keen to retain effective oversight over national
payments infrastructure. Day to day, however, Norwegian banks operate within
a very similar framework to their European neighbours.

•

Norway’s banks are not among the founding owners of the P27 initiative, but
they’re involved in its implementation and could still participate as customers.

•

Among emerging technologies, Norwegian biometric fintechs, Idex Biometrics and
Zwipe, are continuing commercial expansion. Both companies entered partnerships
with international card manufacturers in September 2020.

•

Denmark’s Dankort card scheme is owned and managed by Nets and dominates
the national payments market. Nets has signed a binding framework agreement
to merge with Italy’s biggest payments group Nexi to create a new EU
payments powerhouse.

•

Dankort has begun losing market share in recent years and isn’t compatible with
in-app payment solutions. To offer low-cost payment solutions to large merchants
in the future, significant investments will need to be made in Dankort or solutions
found using a different infrastructure.

•

Like Norway and Sweden, Denmark has one consolidated mobile wallet. MobilePay
is used by around 70 per cent of the population. However, the use of Apple Pay
is more widespread in Denmark. This poses a potential threat, like in other Nordic
countries, given Apple’s restriction of the use of the iPhones’ contactless NFC
technology to Apple Pay only.

•

Nets was the owner of dominant long-established services including
Betalingsservice, an A2A debit payment service. The installed base of corporate
users and consumers represent a significant barrier to entry and substitution.
However, Betalingsservice is included in Mastercard’s acquisition of Nets’ A2A
activities, which raises questions over the future of the scheme, also given
Mastercard’s role as supplier to P27.

•

Like their Swedish counterparts, Danish banks have joined P27, with Danske Bank
as the major driver playing a leading role, and the other banks following suit.
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•

Unlike Norway and Denmark, Sweden has no national card scheme, as most banks issue cards
through Visa and Mastercard. Swedish banks have traditionally preferred bilateral agreements
to multilateral co-operation, but this has changed in recent years, most notably over Swish
and P27.

•

Swish is Sweden’s leading mobile payments wallet and has gathered nearly seven million users.
The use of QR codes is now a feature and providers aim to integrate Swish into
in-store payments.

•

Swedish banks are core drivers of the P27 initiative, which aims to develop real-time interbank
transfers across the region. The Riksbank’s recent decision to join the Euro payments clearing
system TIPS raises some uncertainty over the initiative, but P27 believes the two developments
could be complementary.

•

Swedbank has long been a key player, but in 2020 announced a review of strategic options
for its payments business. Any change in its approach could have a major impact on the
Swedish market.

•

Klarna, a unified service that pays merchants on sale and collects consumer payments after
delivery, is a growing force in Swedish payments and is expanding overseas with support from
private equity.

•

Bambora, now owned by Ingenico, has taken a share of the lucrative SME segment of merchant
acquiring, based on its ability to offer simpler, faster onboarding and services.

•

New national legislation that requires consumers to be offered debit payments first could affect
the profitability of Klarna and the incumbent banks, and give a boost to Swish and other direct
transfer providers.

•

Most of Finland’s banks use the global schemes of Visa or Mastercard to issue their cards.
Credit transfers between bank accounts, in the form of giro payments, are also a longstanding
mainstay of the Finnish payments market.

•

The market is highly concentrated and dominated by three banks. Co-operative alliance OP is
the only major local player, competing with Danske Bank and Nordea.

•

As the only Nordic country to have adopted the Euro, Finland is more closely integrated with
European payments networks than its neighbours, and the Bank of Finland is a full member of
the Eurosystem.

•

Unlike Norway, Sweden and Denmark, Finland still has a number of digital payment wallets
battling for market share. The rivals include Pivo, a national scheme; Mobile Pay, Danske Bank’s
wallet; Siirto; Aktia Wallet; Nordea Wallet; and S-mobiili.

•

The national debit card scheme was closed down in 2013 as Finnish banks decided they were
not ready to continue making the necessary investments in innovation and compliance.
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FOUR POTENTIAL
FUTURE WORLDS
Our FutureWorldsTM methodology uses sophisticated
scenarios to help organisations anticipate and prepare for
the future.
The aim is not to predict but to provoke, allowing the development of
informed, adaptable strategies (see p34 for more information).
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Using the FutureWorldsTM approach and interviews with
industry leaders from the Nordic payments industry, we
modelled four potential ‘worlds’ that could describe Nordic
payments in 2030.
These four scenarios are defined by their position on two
axes. One axis gauges the relative strength of local payment
schemes versus global ones, while the other reflects the
extent to which payments remain a distinct activity or
become absorbed into customer journeys.

The local vs. global axis was chosen as the Nordics have
been characterised by local brands for years, but with an
increasing pressure from global schemes. The fragmented
vs. integrated axis was chosen owing to the number
of recent developments focused on enabling new
customer journeys.

Four potential worlds describing Nordic payments in 2030
Payments are absorbed into
seamless customer journeys

Strong local
schemes prevail

Global schemes
dominate

Distinct branding in the
payments value chain

The four potential worlds are:
•

New Allies

•

All Change

•

Incumbent Innovation

•

Globalised Nordics.

The current Nordic payments industry is relatively close
to the Incumbent Innovation scenario, with All Change
representing the most radical transformation from the
status quo.
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New Allies
Seeking low cost, high quality customer experiences, retailers have joined forces
to dominate payments – delivered within seamless customer journeys. Using
local knowledge and customer reach, they partner with local banks or fintechs as
infrastructure providers.
What it looks like
Nordic merchants and retailers lead the way in payments innovation, responding
to global e-commerce rivals, such as Amazon, entering the Nordics.
Payments are woven into customer experiences instead of being a separate
activity. Retailers enrich their customer shopping and payment profiles, using
data analytics to develop smart stock management and tailored, timely marketing
to ‘segments of one’. This, combined with mature digital ID and authentication
services, also helps retailers with large rural networks enhance efficiency through
cost-effective self-service and 24/7 operations.
Banks maintain close relationships with retailers, both as corporate lenders and as
payments partners. Supporting merchants’ long-term innovation goals creates a
sustainable income stream.

How did we get here?
Nordic retailers felt payment channels were failing to create value for them, or
innovative journeys for their customers, in addition to a fear of global retailers
entering the market and a potentially costly dependence on global card schemes.
They partnered with banks, fintechs and software vendors to deliver strong omnichannel user experiences.
Access to customers’ digital identities was key to integrating payments into
purchasing. This came either via banks’ pre-existing trusted digital ID schemes or
new Nordic customer authentication solutions supported by privacy regulation.
Strong collaboration within the retail community was also essential. Regulatory
support for local and Nordic merchant initiatives, which boosted competition and
lowered transaction costs, was a key enabler.
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All Change
The most transformative world has seen BigTechs gain unfettered
market access, using collaboration with global schemes and retailers to
absorb payments into data-driven customer journeys – especially online.
Banks still play a role, but as disintermediated utility providers with little
customer relevance.
What it looks like
Global corporations dominate Nordic markets, redefining how payments
work. They use their technology, analytics and customer insight to extract
value from data instead of from transactions. Customers benefit from
personalised marketing, convenience and low costs, but not all are happy
with how their data is used.
BigTechs follow one of two approaches. The ‘Chinese model’ sees them
own and operate their own payments mechanisms, using proprietary
digital payments rails. The alternative is the ‘US model’, involving close
partnerships with established global schemes.
In both cases, Nordic nuances are largely eliminated. Local regulators
work through supervisory colleges to monitor these payments
‘superpowers’. Local banks struggle to stay relevant, either reduced to the
status of utility providers or disintermediated altogether.

How did we get here?
This world depended on a lack of Nordic barriers to entry for global
retailers and BigTechs. That allowed new global payments models to
advance, leading to gradual harmonisation and cleared the way for
BigTechs to become universal payment providers.
Another enabler was international partnering between global schemes
and leading BigTechs – such as payments over social networks. The
resulting mix of global reach, payments expertise and analytics allowed
these alliances to outcompete Nordic payment platforms on price, speed
and insight.
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Incumbent Innovation
Local banks have retained their influence through a combination of
regional initiatives and individual efforts. This innovation-led approach
makes it hard for global schemes and BigTechs to increase their role.
What it looks like
Local banks, card schemes and payment networks dominate Nordic
payments. They control the pace and shape of innovation, determining
how payments infrastructure and processes evolve. This strategic success
has helped them capture a large portion of payments revenues.
This world carries risks of oligopoly and stagnation, but customer-focused
innovation and strong regulation means that users are well served, with
high levels of trust in payments and the use of personal data.
This world also sees Nordic innovations, such as mobile wallet Vipps
with its integrated ID solution, expand into receptive markets such
as Germany.

How did we get here?
Customer-centric innovation that generates loyalty was the core driver
of this world. A key enabler was the success of cross-border projects
such as P27. The shift towards A2A and digital payments was also a
catalyst, but with Nordic banks controlling the speed and nature of
modernisation through their own infrastructure, schemes, services and
complementary innovations.
Assertive Nordic and European oversight of payments was another
contributory factor. The EU’s Digital Services Act and Digital Markets Act
were implemented forcefully and had a significant impact on local banks.3
This made it harder for global players to gain influence. COVID-19 gave
protectionism a boost, as local regulators focused on stability, consumer
protection and critical national infrastructure.
European-level alignment initiatives such as Sweden joining TIPS, which
connected Nordic markets with Europe while retaining their own features,
also supported this scenario.
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Globalised Nordics
Global payment schemes have gained dominance, eroding the Nordic
payment industry’s uniqueness. Visa and Mastercard accelerated their
acquisitions of regional networks, using BigTech partnerships to augment
their services and channel transactions through their infrastructure.
What it looks like
Nordic payments occur largely on global platforms, but remain a distinct
commercial activity. Banks benefit as issuers, but with low margins.
Nordic payments schemes play a limited role, having either been sold to
global schemes, suffered margin erosion or lost their relevance to users.
The biggest winners are Visa or Mastercard, with strong market share in
a region where they had previously seen mixed success. They are well
positioned to shape digital innovation, making use of fintech acquisitions
and BigTech partnerships.
In the very long term, the global schemes could develop entirely
new payment models, diluting banks’ relationships with merchants
and customers. However, merchants would probably seek to resist
dependence on the global schemes and any associated increase in fees
by ensuring there are alternatives, potentially their own.

How did we get here?
The sale of domestic card schemes BankAxept and Dankort to Visa or
Mastercard hastened this scenario. With the industry shifting towards
A2A and other digital payments, the early 2020s were banks’ and scheme
owners’ last chance to sell existing payments-related businesses at a
strong valuation.
Although at lower margins, banks were able to retain significant influence
and revenues as issuers in the global schemes’ ecosystem.
The banks’ continued influence also depended on European interventions
– such as the EU’s Digital Finance Strategy and the European
Commission’s anti-trust investigation into Apple Pay. These interventions
limited the role and dominance that BigTechs’ own payment services
could play.4
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THE LIKELY DIRECTION
OF TRAVEL
Our FutureWorldsTM methodology does not make a single,
specific prediction for Nordic payments in 2030. None
of these distinctive visions will entirely come to pass.
Characteristics are likely to vary between industries,
segments and geographies, and between physical,
online and in-app payments as the quest for competitive
advantage continues.
Nonetheless, the next decade is likely to see the industry move away from
its current position near to Incumbent Innovation in the direction of the
All Change scenario, taking in features of Globalised Nordics and New
Allies along the way.
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This view is reinforced by trends and developments
already at work in Nordic payments. These include:
•

•

•

Mastercard’s acquisition of Nets’ A2A business, Visa’s
investment in Klarna and strategic partnership with
Vipps to create a global digital wallet. This shows the
willingness of global schemes to invest in order to
strengthen both their Nordic positioning and their digital
payments capabilities
the success of providers such as Klarna, which focus on
mobile and online payments. Such providers are now
also increasingly enabling POS payments, and are ideally
placed to apply AI-driven analysis to the metadata
opportunities arising from ISO20022
the efforts of retailers to integrate payments, digital ID
and loyalty schemes into customer experiences. Norway
has already seen NorgesGruppen establish its own card
issuer, as well as setting up Aera in partnership with
Coop. Through Aera, Coop has developed and launched

its own payment solution ‘Coopay’, which can be used by
customers for in-store mobile payments
•

regulators’ desire to build on the principles of
competition and customer choice enshrined in PSD2 and
soon to be followed by a PSD3 – even if that initiative
seems to have helped local banks and global schemes
more than new entrants to date

•

rising customer expectations that set a very high bar for
banks to clear, based on the seamless and integrated
experiences provided by the likes of Amazon, Netflix
and Uber.

This overall direction of travel also implies a degree
of convergence between Nordic markets. That too
would represent a continuation of existing trends,
assuming that initiatives such as P27 lead to market
participants accelerating the implementation of more
harmonised schemes.

Present and future direction for Nordic payments
Payments are absorbed into
seamless customer journeys

Strong local
schemes prevail

Global schemes
dominate

Distinct branding in the
payments value chain
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A glimpse into the future:
Features of the Nordic payments
market of 2030
Every national market is starting from a different point and will
follow its own route. The overview below shows some potential
features of each market’s journey to 2030.

•

Norway’s current position is closely aligned with Incumbent Innovation, with local banks
controlling BankAxept and successfully developing BankID and the mobile payment
service Vipps.

•

Norway’s journey towards All Change is likely to include features of the New Allies scenario,
given the efforts already being made by local retailers to develop innovative payments models
and leverage existing customer relationships. However, the sale of Nets’ A2A business to
Mastercard also signals the possibility of a shift towards the Globalised Nordics scenario –
something that would be strongly reinforced if BankAxept were to be sold.

•

Norwegian banks’ levels of involvement in P27 over the next few years will also affect the
direction of payments development.

•

On the surface, Denmark’s starting point appears similar to Norway’s with domestic card
scheme Dankort, like BankAxept in Norway, having a large market share. However, while the
BankAxept scheme is bank-owned, Dankort is owned by Nets which, in turn, is owned by
private equity and in the process of merging to create an even larger European entity. The
difference in ownership may also lead to differences in the consideration of what is the best
decision with regards to the domestic card scheme’s future.

•

Danish banks, like their Swedish counterparts, have played a leading role in P27 and NordicKYC.

•

Major Danish retailers already have banking and payments propositions, so this would not
represent a new development, and Danish retailers may be less likely to invest further in
this area.

•

Nets’ sale of the A2A services to Mastercard could have a significant impact on the evolution of
Danish payments, giving the global scheme a strong position to influence future developments.
How Mastercard decides to develop and position the services against its other propositions,
in parallel with its role as a supplier to P27, will shape important parts of Denmark’s future
payments landscape.

•

Some local banks see Dankort’s fees as too low but there is little prospect of this changing. That
could encourage local banks to continue pursuing innovative payment solutions.

THE LIKELY DIRECTION OF TRAVEL

•

Sweden’s starting point is closer to the Globalised Nordics scenario than Norway’s. Any
decision by Swedbank to retreat from its current payment footprint could provide an additional
opportunity to foreign players in the longer term

•

Sweden’s track record of successful innovations, including Swish, which operates on Bankgirot’s
real-time A2A payments infrastructure in combination with the Swedish BankID, has encouraged
local retailers not to pursue their own payments schemes. This could route Sweden’s journey
away from the New Allies scenario

•

Swedish regulators are interested in increasing the operational resilience of payments networks.
The Riksbank’s decision to join TIPS, together with P27’s acquisition of the incumbent payments
vehicle Bankgirot and ambition to build services based on standardised, European-level
rulebooks, will also reduce local idiosyncrasies.

•

Like Sweden, Finland’s starting point is already relatively close to the Globalised Nordics
scenario, with global payment schemes playing an influential role

•

This, together with Finland’s integration into the Eurosystem, makes the Incumbent Innovation
world an unlikely outcome for Finland. Instead, Finland’s position in 2030 is more likely to lie
on the boundary between Globalised Nordics and All Change. The development path of P27
could still have some influence, if the initiative evolves in a way that complements the TIPS Euro
payments system

•

Lastly, the need for scale and profitability are likely to see consolidation among Finland’s mobile
wallets. The emergence of a ‘national champion’ could act as a counterweight to the influence of
global players on Finnish payments.
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GETTING READY FOR
THE FUTURE
Our four future scenarios all imply that Nordic payments will
undergo ever-faster development and innovation over the
coming decade. This, accelerated by the impact of recent
developments, emerging technologies and COVID-19, makes
it clear that Nordic payments are at an inflection point.

GETTING READY FOR THE FUTURE

Global payments and technology giants are building their advantages in scale, technology and
branding. In contrast, incumbent banks face the threat of reducing customer interactions, falling
revenues and declining influence.
There has been talk of this for quite some time already, but we are getting ever closer to a tipping
point and banks must act now if they want to reverse this narrative.
Of course, Nordic banks are not without their advantages. These include comprehensive
infrastructure, as well as intangible assets – ranging from customer trust and public goodwill, to
market knowledge and regulatory insight.
But banks need to ask themselves some tough questions. Do they have a clear vision of the future?
Are they ready and able to adapt to a changing environment? Can they continue to actively shape
the evolution of the payments industry?

Answering these questions and shaping a successful response
will require banks to take action in three critical areas.

Build a future-proof
ecosystem that harnesses
the power of collaboration.
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Take a stand on
payments infrastructure
Banks need to make some difficult decisions over the future shape of the Nordic payments industry,
and their own roles within it.
Before they can develop detailed action plans, banks
must take a stand on how they expect the industry’s key
infrastructure to evolve and what their role should be in
shaping it.
This is about far more than weighing financial metrics. It
means making strategic choices based on the structure
and features of each market and institution, with lasting
consequences for the whole of Nordic payments. The need
to choose between individual and collective approaches, and
between local and global initiatives, means these are deeply
political questions. They are clearly a matter for boards both
at the individual, alliance and industry level, as well as the
boards of infrastructure companies.
There are five key choices at the core of the decisions banks
need to make. The outcome of those decisions will provide
the backdrop for the two other sets of actions that banks
must take.
Join P27 or not?
This is a crucial choice given P27’s potential to replace
existing infrastructure and services in several countries –
although for now, it remains in the development stage.
Should banks commit to P27 fully, abandoning long-standing
local schemes?
This is especially important for Norwegian banks, which
haven’t signed up as owners but which must choose whether
to join as customers. And there is no doubt P27 would still
like Norway to join. Banks’ decisions, in combination with the
central bank’s overall infrastructure agenda, will have a huge
impact on investment levels and how payments flows are
structured.
An additional factor adding complexity to the considerations
is the fact that Mastercard will be supplying the infrastructure
for P27. The ownership and power to define requirements
remain with P27 and our understanding is that very
competitive terms have been negotiated. However, history
nonetheless shows that operating the infrastructure layer
gives the supplier a substantial influence when building new
services on top. What are the long-term implications of
the global giant’s involvement? The Swedish Central Bank’s
decision to use TIPS for real-time settlements also raises
questions over the future role of P27, although P27 says this
could be a complementary development.

How to respond to Mastercard?
In addition to running the infrastructure for P27, Mastercard’s
recently approved acquisition of Nets’ A2A business means
that the global scheme is becoming further embedded in
the DNA of Nordic payments. While originally selected as
a supplier to P27 in competition with incumbent Nets, the
takeover means Mastercard suddenly goes from being a
challenger to running the incumbent infrastructure and
services. Do banks need to respond strategically to this
growing influence, and if so how?
This is not a straightforward judgement. The implications of
the Nets acquisition are not yet totally clear. The EU’s ruling
that Nets’ Realtime 24/7 clearing platform must be licensed
to a third party may not be very important in practice, given
that Mastercard is using its own Vokalink real-time platform
as the basis for P27.
Nor are banks’ potential responses obvious. In connection
with the 2014 sale of Nets’ infrastructure business to
private equity investors, Norwegian banks undertook new
initiatives, placing scheme ownership in separate companies
such as Bits, BankAxept and BankID to retain control over
core elements of the payment infrastructure, with Nets as
an important supplier. In Denmark, Nets retained a larger
degree of control over the schemes themselves and the
account-to-account services such as Betalingsservice will
now be run as a part of Mastercard.
P27’s ambition is to be a vehicle for modernisation and
streamlining of Nordic payment services, enabling the
owner banks to subject the future provision of infrastructure
operations to competition. Structurally, it has similarities
with the Norwegian market in that it creates a clear
distinction between the scheme owning banks and the
infrastructure operator. The interesting twist caused by
recent developments is that several of the services P27 is
likely to replace will now be the new core business of its
supplier Mastercard.
Will this be a driver to commit banks to transfer faster to P27
to avoid being left behind on a sub-scale and costly legacy
platform? Or will Mastercard fulfil its promises to P27 but
also accelerate competing investments in its newly acquired
A2A services to protect revenues? And how will this affect
Norwegian banks’ assessment of P27?
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The Nordic banks should consolidate the wallets
Swish, Mobile Pay and Vipps and support this with
shared payment rails in order to face the BigTechs
Senior Danish payment industry executive
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Invest in physical or virtual infrastructure?
Banks need to take a key decision about the future of retail
payments. Should they invest in physical cards and the
associated infrastructure or opt for mobile payments and
virtual cards? The demise of the plastic card and rise of
digital alternatives have been predicted for many years, and
the use of virtual cards is rising. Furthermore, substantial
investments are being made in mobile payment solutions,
creating alternatives to cards at the point of sale.
On the face of it, this may seem a simple trade-off between
the higher cost of physical cards and lower cost, more
future-ready digital options. However, customers have so far
largely stuck with their plastic cards and with COVID-19, the
adoption of contactless has made a giant leap.
Furthermore, there is also another school of thought: that
investing in highly distinctive or very secure physical cards,
such as those made with new materials or with biometric
technology, represents a potential opportunity. This view
sees innovative card propositions, such as Klarna, issuing
physical cards delivered to customers in elaboratively
designed packaging. These cards become a valuable physical
embodiment of online brands. The Apple Card, made in
titanium, is of course another example of this, although not
yet present in the Nordics.

a decision to join forces could be the only way for banks
to develop a Nordic wallet with the scale and technology
to keep up with global rivals in the long term. However,
governing a collaboration between competitors across the
Nordics, in a way that ensures it stays innovative and agile, is
not a trivial undertaking. Banks will need to assess the standalone profitability of the wallets and investments required,
against the potential for further monetisation, for example of
data, and the potential negative impact a weakening wallet
position may have on other parts of their businesses.
Joining forces among Nordic banks is one way to proceed,
and we see this happening in other parts of European as
well. Consistent with its European Retail Payment Strategy,
The European Central Bank supports the initiative of 16
European banks to launch the European Payments Initiative
with the ambition of establishing a pan-European card and
digital wallet. The wallet would create a unified payment
solution for consumers and merchants across Europe with
support for in-store, online and person-to-person payments,
as well as cash withdrawals, and represents a challenge to
global players.

So, the answer may be that in spite of rapid digitalisation it’s
still not a clear-cut choice for banks between the physical
and the virtual. Rather it’s a question of how banks can strike
the right balance between the two worlds and change this
gradually with the changing preferences of their customers.
Driving and maintaining consumer demand for their payment
options, while preserving relationships with merchants, will
be key for banks to maintain a relevant position.

However, global schemes actively position themselves
to influence developments. Recently, Vipps announced a
collaboration with Visa for European expansion of its mobile
payments solution. The deal enables Visa clients to take
advantage of the Vipps digital wallet platform to make instore, online and peer-to-peer payments. This is marketed
as evidence of Visa’s commitment to offer payments beyond
the card. Could Vipps’ deal with Visa be a game changer?
It’s possible, but for now it’s too early to know whether
this development might influence consolidation, or help to
give Nordic wallets the size and strength to compete with
BigTech wallets.

Combine wallets against the global providers?

Keep merchant networks or sell them?

The Nordic markets still feature a wide range of mobile
wallets. In-market consolidation has led to the emergence of
strong local wallets, particularly Vipps in Norway, Mobile Pay
in Denmark and Swish in Sweden. In contrast, Finland is still
seeing several wallets fighting for dominance.

Most Norwegian and Danish banks no longer have significant
merchant acquiring services in-house, but in Sweden,
Swedbank and Handelsbanken still retain large positions in
merchant acquiring. These are facing growing competition
from more innovative providers such as Bambora, now
acquired by Ingenico, targeting their most profitable
segments and eroding profitability. Swedbank’s recently
announced strategic review of its payments activities
suggests that current economic uncertainties could lead
to a further shake-up in the competitive structure of
Nordic payments.

But do any of these schemes have the scale and investment
capacity to compete with global BigTechs like Apple Pay and
Google Pay? The EU’s anti-trust investigation could provide
headwinds for Apple Pay, but the global providers already
have good traction – especially outside Norway – and few
of the local wallets are believed to be profitable. Taking
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Traditionally, with the exception
of cash, central banks have
largely had a “behind-thescenes” role.
Innovation, investment and scale requirements seem to be
consistently increasing, challenging players with legacy
assets and processes. With low interest rate levels pushing
banks’ margins, an uncertain outlook caused by the current
economic downturn, and increasing capital requirements and
costs of compliance, banks need to seriously consider the
strategic value of retaining their current assets. Do the banks
want to retain these networks, or should they divest them
while they’re still attractive to potential bidders?
There are no right or wrong answers to these questions.
But it’s vital for every bank to reach a clear view both
at an individual and industry level, based on a sound
understanding of the issues and a coherent vision of the
future. Their decisions must also be weighed in light of the
actions taken by other key stakeholder groups.
Nordic central banks represent a particularly important
and influential stakeholder group with a wide range of
considerations on their agenda, including economic
efficiency, operational stability and resilience of
infrastructure, sovereign control and monetary policy
implications. Traditionally, with the exception of cash, central
banks have largely had a ‘behind-the-scenes’ role, ensuring
the integrity and reliability of the digital infrastructure.
However, that may also be changing. Every Nordic central
bank is exploring the creation of central bank digital
currencies, which could have a huge long-term impact on
strategic thinking. Would this position them more in the
foreground with regards to digital payments?
The payments strategies adopted by large merchants will
also have a huge effect, not only on customer relationships
but also banks’ ability to run payments businesses with the
necessary scale, and possibly on their access to data and the
potential monetisation of these.
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Build a future-proof ecosystem that
harnesses the power of collaboration
Having made their core infrastructure-related decisions, banks’ second set of actions involves
designing future-proof, collaborative payments ecosystems to sit on top of that infrastructure.
The first action in this area is to ensure decisions are built on
a deep understanding of the payments environment. Board
members, senior executives and key decision-makers need to
rely on a detailed grasp of the business models, ownership,
infrastructure, protocols and fee structures that underpin the
payment propositions.
Banks’ leaders must ensure fully informed decisions where
the complexities of the industry are understood by more than
a handful of specialists. This may seem basic, but we have
seen examples where the necessary depth of understanding
has been lacking and strategic decisions have suffered as a
result.
The second action is to establish collaborative partnerships
with innovative, ingenious partners. Delivering the best
outcomes depends on working with the right combination of
organisations, including merchants, BigTechs, fintechs and
service providers. This is where understanding what partners
can contribute – and what they need – proves its value.
Banks should fully leverage insights from existing
relationships in payments and adjacent areas that can bring
value to the customer journey. Often this requires improving
the bank’s own innovation and partnership capabilities,
working in agile teams reaching across traditional internal
silos and the ability to design and operate a mesh of APIbased business models.
Each potential partner should be assessed for the customer
insights they can provide and their ability to contribute to
compelling experiences. One example is to match customer
or transaction data from one partner with the AI or data
analysis capabilities of another, obviously respecting the
relevant legal boundaries. A second example is the ability
to co-create, working with consumers and third parties to
design new experiences.
Banks’ third action is to increasingly ensure they can
collaborate in some areas while competing in others.
Nordic banks must use their experience of shaping
payments through collaborative development and industry
engagement, while remaining competitive and willing to act
alone when needed. This is sometimes a difficult balancing
act, requiring both diplomacy and skillful political power play.

It also requires an agile, dynamic approach to collaborations.
Clarity over collaborative goals is essential. That means
understanding where and how cooperation will help to meet
user needs, and identifying whether collaboration should
occur at the business unit, group or industry level (see
diagram opposite). Every cooperative relationship must be
underpinned by a clear, shared understanding of its purpose.

THE POWER OF THE
ECOSYSTEM
Payment markets are typically two-sided. A robust
ecosystem needs critical mass on both the sending
and receiving end.
Functionality can be added as a differentiator on
top of the basic scheme and infrastructure layer.
The COVID-19 driven surge in the number of bars
and restaurants using ordering systems based on
QR codes, using global schemes as the underlying
payments rails, is a good example of using existing
ecosystems as the foundation for customerfriendly innovation.
Collaboration and interoperability are fundamental
elements of success, and the consolidation of mobile
wallets in Denmark and Norway are examples of how
individual solutions can develop into collaborative
enterprises. We’ve supported a range of strategic
projects in the heat of the introduction of Open
Banking and PSD2, bringing together the right
combination and level of industry collaboration,
capable partners and differentiating solutions to
make them stand out from the crowd.
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Payments ecosystem collaboration model
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The fourth action is to ensure banks’ technology can adapt
to satisfy customer needs. That requires several elements
to be in place. The technology must have a good fit with
banks’ chosen ecosystems and provide the necessary levels
of security and stability. Above all, it must be sufficiently
flexible to bring together all the players required to satisfy
customer needs – for example by applying fintech solutions
to customer problems through banks’ existing systems.
With many banks still relying on core legacy systems built
several decades ago, this is a major challenge. A wholesale
replacement is also out of the question for most. A solution
for many is to build a flexible customer experience layer on
top of the legacy systems. This gives flexibility to implement
new components, plug-in partner applications and APIs to
create new customer experiences, while gradually replacing
legacy over time.

Merchants

A successful example of bringing together partner
capabilities in a strong consumer proposition is Apple
Card, which combines Apple’s front-end analytic
capabilities with Goldman Sachs’ banking expertise and
Mastercard’s infrastructure.

30

INFLECTION POINT

Monetise new payments services
based on customer needs
To maximise the value of decisions on infrastructure choice and ecosystem building,
banks need to take a third, internally focused set of actions.
The first step is to build data analytic capabilities that
continually enhance customer relationships. A crucial
element is to make best use of the data that banks already
gather from their cards and other payments-related services.
Many institutions could do a lot more with existing data
to become data-driven, better understand their customer
relationships and adapt services and processes to serve
customers better.
Banks that conduct deep analysis of transaction patterns
can make unexpected discoveries. And that’s even before
they start leveraging external data sources. For example,
one found that many of the customers with which it had
key payments relationships were actually more active with
other banks. And though improving internal data analysis
capabilities is a goal, partnerships can be important. Very
few organisations can access all the data they need, as
well as optimal analytic capabilities, without some external
support. Today’s customer experience platforms also come
with advanced integrated analytics and AI capabilities that
the organisation should ensure it builds skills to leverage.
The second step is to innovate continually and clearly
around customer needs, developing services that address
customer pain-points and create winning experiences.
Instead of blindly trying to replicate the experiences
offered by new entrants, banks should use their insights
to identify outcomes that solve customer problems, then
work backwards to design and implementation. Ideally, this
process should combine the power of banks’ datasets with
the ability to experiment at pace, applying agile ways of
working. That allows banks to innovate around the consumer,
iterating concepts and making adaptations in line with
feedback. Working with partners in their ecosystem, banks
should be in a position to create more holistic experiences
given their broad customer relationships, trust, experience,
depth and breadth of offerings.
For example, one bank created a research panel of over
1,000 customers to consult on innovation decisions, including
concept design and tactical execution. The panel is flexible,
quick, cost-efficient and ‘always on’, and can be used to
test new services, identify attractive features and gauge
reactions to new concepts. Another bank designed a product

in consultation with one customer group, then used another
group to test and improve it. This identified gaps between
what customers say they want and how they think and act
in reality.
Banks need to continuously revisit their payment innovation
efforts, remaining flexible and able to run existing
mechanisms while developing new ones. In simple terms,
banks need to follow a continuous cycle of future planning,
innovation execution, and maintaining efficient ‘business as
usual’ operations (see diagram opposite). Banks must also
clearly communicate the benefits of new offerings.
The third action is to redefine payments as a profitmaking activity. As digital payments continue growing in
importance, new payment options are introduced and new
challengers enter the market, challenging traditional fee
structures. Apple seeks to grab a share of the issuing banks’
card interchange fee, while retailers introduce their own
payment mechanisms tightly integrated with their loyalty
programs and even ID schemes. And PSD2 opens up for
further innovation, leveraging banks’ infrastructure coupled
with limitations in what banks can charge. Traditional fee
structures are under pressure.
That makes new payment business models crucial to future
profitability. Extracting value from data is a lever many
banks set their hopes on but the challenge of monetising
data seems to be substantial, leaving many searching for
ways to leverage their data assets. This is illustrated by
the track record of Nordic mobile wallets, many of which
have grown fast without generating much return yet. New
offerings might start at a loss, but as time passes it will
become increasingly important for new services to achieve
sustainable profitability.
New payment models therefore need to be more than just
innovative. They must also be aligned with customers’
willingness to pay for services that address pain points or
create value. These could involve creating new services using
existing infrastructure; developing new revenue models
that monetise payments metadata instead of relying on
transaction fees; creating entirely new payments mechanisms
or ‘rails’; or acting as a specialised service provider for
payments platforms operated by third parties.
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Lastly, banks must be willing to cannibalise
existing revenue streams in order to prevent
challengers from disrupting them. The ability
to develop new business models depends
on resisting the temptation to stick with the
familiar. It is hard for any organisation to
forego short-term revenues in exchange for
future opportunities, but this may be crucial
to retaining influence over the evolution
of payments. Banks need to invest funds
generated by cash cows into new offerings.
Potential conflicts, for example between
individual banks’ card businesses and jointly
run mobile wallets, must be managed.
Crafting incentives and rewards in a way that
encourages risk-taking, and being willing
to break down internal silos between lines
of business, is key to prioritising evolution
over stagnation.
There is additional value for banks that
comes with being visibly present in their
customers’ lives through daily transactions. It
preserves their relevance and mitigates the risk
of disintermediation.

CASE STORY

Cycle of continuous transformation and innovation

Established payments
player: new business model
Over time, competition and the regulation of
fees have eroded Nordic payments revenues,
particularly on the consumer and P2P side of the
business. Despite high hopes for the potential of
monetising payments data, the market has seen few
success stories.
We successfully helped a Nordic payments player
redefine its business model, achieving a higher
revenue base that reflected the real value of its
service to merchants. The project covered all stages
of the restructuring: from the initial assessment of
consumer and merchant needs; to model adaptation
and market rollout. A critical success factor was to
really understand customer journeys, pain points and
preferences on both the consumer and merchant
side of the business.
We see similar potential for business models to
be recalibrated across the Nordics, and believe
that the ‘forces of gravity’ will eventually lead to
this kind of repricing occurring in other areas –
monetising the value created by stable, secure and
efficient payments.
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POSITIONING FOR
SUCCESS
Nordic payments will change dramatically between now and
2030. Incremental innovation, as important as it is, will not
be enough for banks to maintain their current position.
Banks need to form a decisive view of the future infrastructure of Nordic
payments; build future-proof ecosystems that capture the full potential
of collaborative innovation; and develop – and monetise – new payments
business models that create value for users.
These are challenging goals. But banks that can take the necessary
actions will exercise greater influence over the future of the industry.
They’ll also ensure that Nordic payments evolve in a way that benefits
customers, merchants and society as a whole. And, in the process, they
will position themselves for sustainable success.
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OUR FUTUREWORLDSTM
METHODOLOGY
It’s impossible to predict the future with any degree of
certainty. But foresight – anticipating change and preparing
for it – is extremely valuable in a word of rapid change. Our
research shows that those who make scenario planning a
priority have significantly higher total shareholder returns.
Over decades of experience running foresight programmes with
organisations around the world, we have honed a proprietary
methodology for exploring future uncertainty that delivers value:
FutureWorldsTM.
It isn’t about prediction, but provocation; a collaborative process
that explores uncertainty, challenges assumptions, and generates a
shared understanding of how a company, market or business environment
may change.
FutureWorldsTM maps four scenarios. These represent the extremes of
possibility and are unlikely to become reality in their entirety. Instead, they
inspire deeper thought and can help organisations decide which aspects
of each scenario they want to make real, and which they must avoid.
The goal is to make better decisions today and create adaptable
strategies that can flex with future uncertainties.
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