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E-commerce and payments
in North America

In 1949, Frank McNamara, a New York
businessman went to a restaurant and only
realised when it came time to pay that he
had forgotten his wallet. The embarrassment
of having to call his wife to come and rescue
him with a wad of cash prompted him to
invent the world's first credit card.

Ever since, Americans have been in love with
the credit card. Aimost 70% have at least one
credit card, compared to a global average of
27%. Even that underplays the apparent
dominance of payment cards in the US.

One recent study found that there were over
seven billion credit and debit cards in
circulation in the US today. Each year, there
are over forty billion card transaction in the
US. And Americans use cards to pay for 51%
of all online purchases.

In Canada, the numbers are even starker. A
massive 84% of Canadians have a credit
card. Every year there are twelve billion card
transaction in Canada. And Canadians use
cards to pay for 63% of all online purchases.

So, if you want to crack the North American
e-commerce market, it's cards all the way,
right? Not so fast.For a start,in both countries,
between forty and fifty percent of all online
transactions are paid for with something
other than a card.

In the case of the US, if you don't support
anything other than card payments, you're
giving up on roughly US$750 billion worth of

e-commerce. As business strategies, it's
certainly novel. But even that is only part of
the story.

Younger Americans are increasingly doing
without cards and using other payment
methods. Just 60% of millennials, for instance,
and 50% of gen-z, have a credit card. If you
don't offer the payment methods these
younger, diverse consumers know and trust,
you take yourself out of the competition for
their commerce — and for the future.

North American love to shop online

According to recent research, 76% of
Americans use e-commerce merchants for
at least some of their shopping. The US
e-commerce market is worth an astonishing
USS$1.7 trillion and the Canadian market
US$96 billion. By 2026, these numbers will be
US$2.4 trillion and US$143 billion respectively.

The average American online shopper
spends almost US$6000 a year with
e-commerce merchants. The equivalent
figure for Canadians is US$2,500.
E-commerce accounts for sixteen percent
of total US retail, and 14% of Canadian
e-commerce. And those figures are only
likely to get bigger in the near future.

The most popular categories in US
e-commerce are fashion, with 31% of all
online purchases, electronics (21%) and toys
(20%).In Canada it's electronics (28%), fashion
(27%) and toys (19%). In both markets, COVID
and lockdown gave online grocery shopping

a big boost. In neither case does this
momentum seem to have run out yet.

In the US, the market for online grocery
shopping was worth US$24 billion going into
the pandemic and is expected to hit US$60
billion by 2023. In Canada, the equivalent
figures are US$800 million and US$2.1 billion.
As consumers become more accustomed to
trusting the quality of food they buy online,
and the returns process, the market for
online groceries will continue to grow.

Another North American retail sector still
enjoying a strong tailwind online is fashion.
Between 2020 and 2024, the value of online
sales of clothes and shoes in the US is set to
grow from US$135 billion to US$217 billion.
The Canadian market for online sales of
fashion is currently worth around US$8 billion
and is growing a rate of about 24% a year.

North American e-commerce
infrastructure

Canada ranks 20th out of 160 countries on
the World Bank Global Logistical Performance
Index. That's not bad for a country of almost
four million square miles that has the tenth
lowest population density in world (out of
263 countries and territories). The Canadian
parcel delivery market is increasing steadily
in size, from US$14 billion in US$18 billion in
2021, and is now capable of delivering over
1.6 billion parcels a year.

The US ranks twentieth on the World Bank
Global Logistical Performance Index —

surprisingly lower than its northern neighbour
but still a creditable ranking out of 160. The
parcel delivery market in the US is growing at
a rate of 37% a year and is worth US$171
billion. The capacity of the last-mile sector is
predicted to grow by 10% a year between
2022 and 2030.

In both countries there are high rates of
financial inclusion. In Canada 100% of adults
have a bank account.In the US, it's 97%. Over
90% of both countries’ populations have
Internet access and around 90% in each
country has a smartphone. Neither digital nor
financial exclusion will be a problem for any
but the most specialised of e-commerce
merchants expanding into either Canada or
the United States of America.

Headwinds global and local

At the time of going to press, US inflation was
over 8% year-on-year.In Canada it was 7.6%.
The US and Canada are better insulated
against the rise in energy prices because of
their large domestic oil and gas reserves.
Nevertheless, both economies are under
pressure as a result of the ongoing supply-
chain bottle necks, the fallout from the trade
war with China and now from the actual war
in Ukraine.

Consumers arent yet reigning in their
spending. But growth in retail spending has
slowed, leaving total volumes flatlining. In
Canada there are already signs that retailers
are focusing less on high-end and premium
products and more on promotions and value.

A recent US study into plans for the holiday
season found 39% saying they plan to buy at
least half their purchases on sale. Any
merchant expanding in North America now
would be wise to have a strategy tailored for
cost conscious shoppers looking to make
their budget go further.

On the bright side, the IMF is still predicting
that the Canadian economy will grow by
almost 3% in 2023 and nearly 2% in 2024. In
the US, the equivalent figures are between 1%
and 2%. And both countries have either full
employment or close to full employment.
Given everything that's happening, that's
good going — and will hopefully sustain
consumer sentiment and retail spending until
the return of better times.
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Payment
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Global  North America
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32% 52% ® Card-based payment
4% 2% @ Cash-based payment
45% 29% @ Wallets
6% 9% @ Other

Card scheme
breakdown
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& i .\ 2% 9% @ American Express
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Pro

Launching payment methods can
be costly and complex. Unless you
partner with a pro.

We globalise payment platforms for
businesses like yours so you can offer
more choice at the checkout and
boost cross-border sales.

This report has been compiled by PPRO in cooperation
with Edgur Dunn, and Company (EDC), and Wright &
Brown, and presents partially data owned by GlobalData.
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