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Threats mount for credit cards

As digitisation gathers pace, organisations issuing
credit cards face a number of competitive threats,
including digital wallets linked directly to bank
accounts and account-to-account (A2A) solutions
which bypass card rails entirely. According to
WorldPay/FIS, these two payment methods’

are predicted to account for around 48% of all
electronic transactions by 2026. Furthermore, as
growth in credit card usage slows, reportsin The
Financial Times suggest? the profitability of credit
cards dropped between 20 and 30% last year alone,
with banks having to invest more in incentives to
encourage consumer usage.

Despite this discouraging picture, it’s not all doom
and gloom for card providers. Research from

PCM3 predicts cards — in both their physical and,
increasingly, their virtual forms — will continue to be
the dominant payment method for the foreseeable
future, with just over half of all non-cash
transactions continuing via cards through 2026. At
the same time, growth in card transaction volumes

and value will continue as people switch from cash
to electronic payments around the world. These
positive signs notwithstanding, now is the time for
issuers to modernise their entire card product range,
both online and in the physical world, to maintain
future revenues and profits.
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Cards, whether physical

or virtual, will continue to
be the prevalent payment
method for the near future
— but issuers must respond
to competitive threats.

1 WorldPay/FIS: “The Global Payments Report 2021™: https://worldpay.globalpaymentsreport.com/en/

2 See TheFinancial Times: https://www.ft.com/content/fe591579-2202-45f1-8c83-a7e7dd1200c4

3 TheDigital and Card Payment Yearbooks: www.paymentyearbooks.com
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Cards 2.0 — more functions, more flexibility

Torespond to such threats, card issuers urgently
need to modernise their offering, including

more flexible product design and more capable
card management solutions. Examples include
accounts that offer a Buy-Now-Pay-Later (BNPL)
option alongside a credit card and an ATM-based
savings product alongside other insurance and
lending options.

This kind of flexibility matters because digital
wallets, as a key competitor to cards, are able to

add new functions almost instantaneously through
over-the-air updates to apps. Although our research
in the UK and Nordics* shows consumers still prefer
to pay with cards in all their forms, the card business
needs to respond to such threats or risk ceding

its place as the world’s favoured way to pay to
emerging “super apps” such as WeChat and AliPay.

Card management: the heart of the matter

Today’s card management systems, and specifically
their credit and lending engines, do not make the
introduction of flexible, dynamic, multi-function
products easy. Existing card management systems
can be expensive to operate, requiring extensive
in-house development upgrades and constant
management to maintain compliance with
standards set by card networks and other systems.

If issuers go down the in-house route, developing
anew and more capable system can be time-
consuming and expensive, requiring the hire of
experts in building scalable, flexible solutions that
include the customer journey and experience at
the core of their design, as well as experts in the
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The card business
needs to respond to
the flexibility of digital
wallets or risk losing
ground to the emerging
wave of “super apps”
like WeChat and AliPay.

security, production, personalisation and delivery of physical, digital and instant cards. Cost aside,
another challenge of in-house development can be interfaces with other systems. All too often
these interfaces are cumbersome and require bespoke coding given the lack of compatible open

APlinterfaces in most privately-developed systems.

At the same time as cards face the threat of digital wallets and account to account (A2A) systems,
the ongoing shift to digital banking via mobile device or PC has led to an expectation of instant
service delivery. Customers now expect the capacity to alter credit limits, access statements and
change services immediately via online service portals. To meet this expectation, issuers need to
upgrade their card management systems, delivering future-proof, flexible systems that can cope
with rapid changes to product design and management both in the physical world and online.

4 https://www.tietoevry.com/en/newsroom/all-news-and-releases/press-releases/2021/03/time-for-biometric-security-

on-contactless-cards-new-research-from-tietoevry-reveals-uk-consumers-contactless-concerns/
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A new approach: digital first — and flexible

By powering up their credit card ledger systems, banks will enable the next generation of card products:
multi-functional, flexible cards that can be issued, managed and used in both physical and digital
environments. Historically, credit card ledgers have been used to calculate fees, manage transaction flows,
calculate interest and deliver other basic administrative functions.
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New SaaS-based credit
ledgers enable banks

to offer more attractive
and flexible credit
propositions with multiple
products on one card.

However, ledgers software should be capable of doing
much more. A new wave of Software as a Service
(SaaS)-based credit ledgers is emerging which enable
banks to offer attractive, personalised and flexible
credit propositions. Based on an API structure which
enables banks to view and edit cards products and
account information, these ledgers can be updated
instantly and do not depend on batch processing. This
means customers can see changes right away and new
product features can be used immediately without
waiting for updates or new cards to beissued. From a
bank perspective, repayment terms and dates, fees,
minimum payments and other parameters can be
edited in real time, with changes applied instantly.

FLEXIBLE LEDGER SYSTEMS POWER UP CREDIT CARDS
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For example, a corporate card program could
decide to introduce a travel expense feature for
its cards and see that function added during the
course of one business day, or a card issuer could “
decide to add or edit its loyalty points functionin
real time. And for banks, a whole suite of value-add

This improved

products such as loan financing, insurance, buy- functionality creates a

now-pay-later or the increasingly popular option of second generation of

sgbscnptmn payments could all be added or eFjlted credit cards to Compete

without the need for batch updates or expensive ) L.

and time-consuming re-issuance. with digital wallets and
other new payment

Consumers themselves can also be given the OptiOﬂS such as BNPL

capacity to self-edit their card product to an
extent, selecting credit limits to approved levels
for multiple cards for the same account to be used
by family members.

and account-to-account.

This improved functionality will help banks to
create a second generation of credit cards, more
powerful and more attractive to corporate customers and consumers alike. Because the software behind
these ledgers is delivered as a service via secure cloud computing, updates to the system such as fraud
defences and integration with other parts of a banks' IT infrastructure are delivered seamlessly. Integrating
this new kind of credit ledger with a banks’ wider card management platform allows updates to the credit
ledger to synch automatically with card personalisation, issuing, administration and other functions — which
in turn reduces the investment issuers need to make in these areas.

A card for all reasons

As a proposition, cards need to move into the digital era not just in terms of how they are used, but in terms
of what they offer and how they are managed. Failure to do so will see cards lose ground to rapidly-emerging
alternatives such as digital wallets and account-to-account payments. By switching to a credit platform
delivered through a cloud-based Saa$S solution, banks will not only reduce costs by eliminating expensive
in-house software patching and updates: they’ll also create more business opportunities by adding new
functions to their cards, improving the interoperability of their ledger functions with other aspects of card
management, and delivering the kind of easy-to-use, immediate services consumers have come to expectin
the digital economy.

More than this, consumers and corporate customers will appreciate the enhanced capacity to edit and
personalise their card products. In moving to the next generation of credit ledgers, banks will effectively
reinvent credit cards as a viable competitor to multi-function wallets. Such new credit ledger systems could
be a game-changer, enabling banks to take advantage of their strong customer relationships to rethink how
cards are used and managed for decades to come.

To find out more about why your bank should switch to the next generation of dynamic credit ledgers,
contact Tommy Dahl Sveum, Product Manager, Card & Account Product Management, TietoEVRY at
tommy.sveum @tietoevry.com
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TietoEVRY creates digital advantage for businesses and society. We are
a leading digital services and software company with local presence and
global capabilities. Our Nordic values and heritage steer our success.

Headquartered in Finland, TietoEVRY employs around 24 000 experts
globally. The company serves thousands of enterprise and public sector
customers in more than 90 countries. TietoEVRY’s annual turnover is
approximately EUR 3 billion and its shares are listed on the NASDAQ in
Helsinki and Stockholm as well as on the Oslo Bgrs. www.tietoevry.com
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