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key TakeaWays

hardware-agnostic Wallets Face Fewer hurdles Than nFC-Based 
Wallets and Will have Faster adoption
Th e payments ecosystem is giving a much-needed boost to the rollout of Near 
Field Communication (NFC)-enabled equipment (e.g., handsets and point-of-sale 
systems), but NFC-based wallets are not the only game in town. Th ere are several 
hardware-agnostic wallets entering the market, and because they face fewer hurdles, 
they will see faster adoption.

Wallets Will Be a Wedge Between issuers and Consumers, and 
issuers Will pay For The privilege
Early adopters are ready for this next evolution of their in-store shopping 
experience, but traditional incumbents in the payments space are at risk of losing 
their existing control and infl uence of the customer’s purchase journey and 
experience when consumers adopt digital wallets off ered by a third party.

Winning Wallets Will Be Convenient, Contextual, and Compelling
Moving the needle on the adoption of digital wallets -- particularly for mobile 
digital wallets -- will require infusion of signifi cant value throughout the purchase 
journey before, during, and aft er payment. Winning solutions will bring this to 
life through greater convenience, contextual relevance, and a compelling purchase 
experience.
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FOR COnsUmER PROdUCT sTRATEgy PROFEssIOnAls

Why Read This RepoRT

Digital wallets will transform the payments ecosystem. They are the subject of much discussion in 2012, 
as product strategists from startups, mobile operators, financial juggernauts, and giant retailers race to 
test the waters. The digital wallet marketplace is still nascent but will quickly gain momentum with early 
adopters. Players across the ecosystem are preparing to make their entrance into what will be a fierce 
competition for influence during the consumer commerce experience. This report discusses the US digital 
wallet marketplace, including consumer and merchant readiness, emerging digital wallet models, and the 
smart commerce experience, as the critical differentiator for consumer product strategy professionals to 
focus on.
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a diGiTaL WaLLeT MaRkeTpLaCe is FoRMinG

As we entered 2012, the Google Wallet trial was well under way, and the Starbucks mobile payment 
app had experienced strong customer adoption.1 But there are many more horses to watch in this 
race, as the first half of 2012 brought a dizzying array of announcements, and the balance of the year 
promises more of the same. We have the emergence of PayPass from MasterCard, O2 Wallet from 
Telefónica, and V.me from Visa.2 Soon, the Isis Mobile Wallet will launch, along with the announced 
entries of Microsoft, PayPal, and Sprint, each with digital wallet solutions of its own; Google Wallet 
v2.0 is in the works as well. We will learn the results from private digital wallet trials currently under 
way and will see the formation of new strategic alliances and, surely, more mergers and acquisitions. 
The pace of innovation is accelerating as consumers integrate mobile into every aspect of their  
lives — including their purchase journeys. The potential for disintermediation is top of mind among 
the traditional stakeholders as new payment business models create serious risks for the status quo.

The definition of a digital wallet continues to evolve as innovations come to market, and the term is 
sometimes used synonymously with “mobile payment.”3 There are significant differences, however, 
and Forrester defines a digital wallet as:

A digital service — accessed via the web or a mobile application — that authorizes payment 
transactions from one or more payment sources and facilitates other commerce-related features, 
such as offers, coupons, loyalty rewards, electronic receipts, and product information.4

Mobile digital wallets have received much of the recent buzz in the marketplace. But whether 
accessed via a mobile phone or online, payments are the plumbing of a digital wallet — they are 
central to its usefulness. Neither consumers nor merchants are struggling with the swipe mechanism 
of traditional card payments, leading many to wonder if mobile digital wallets are a solution in 
search of a problem. The real promise of digital wallets lies within their ability to facilitate payment 
(mobile or otherwise) while simultaneously enabling smarter, more efficient commerce through 
delivery of value-added services — before, during, and after the payment moment (see Figure 1 and 
see Figure 2).
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Figure 1 Innovators Are Transforming The Purchase Journey And Payments Experience

Source: Forrester Research, Inc.72061
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Figure 2 Value-Added Services Differentiate Wallets And Benefit Both Consumers And Merchants

MuLTipLe aLTeRnaTive payMenT soLuTions Gain MoMenTuM in 2012

Digital wallet innovators are capitalizing on evolving smartphone technology to deliver what each 
hopes will be an effective and engaging mobile interface for use at physical points of sale. As mobile 
digital wallet options expand, so will interface methods, but, broadly, they can be grouped as Near 
Field Communication (NFC)-based solutions and non-NFC solutions.

nFC Will Build Momentum in The us But still Faces Barriers To entry

Google Wallet, Isis Mobile Wallet, and the announced Microsoft wallet all rely on NFC or mobile 
contactless payment technology. Contactless payments have been available for more than a decade, but 
adoption in the US has been stymied by a classic chicken-or-egg dilemma between retailers and card 
issuers.5 NFC-based contactless payments need both NFC-enabled handsets and point-of-sale (POS) 
equipment if there is to be a hope for adoption. Now market forces are converging to give NFC-based 
contactless payments a much-needed boost that will finally provide a fertile environment for broad 
adoption in the US within the next three to five years. Here’s what we expect to see:

■ By 2016, more than a quarter of US consumers will own an NFC-enabled handset. 
Indeed, most new smartphones will be NFC-enabled by 2013, as nearly all leading handset 
manufactures have announced plans to deliver NFC-enabled handsets to market.6 Apple is  
the obvious outlier . . . for now. Patent filings indicate that Apple has explored incorporating 
NFC on the iPhone, and, once again, rumors abound that it will be on the next version, the 

Source: Forrester Research, Inc.72061
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iPhone 5. Even if Apple opts out of NFC, the other manufactures collectively have well over 
65% penetration of US smartphones, a market that turns over about every two years.7 In 
addition, innovators such as DeviceFidelity have developed iPhone cases to make handsets 
NFC-capable. The handset dilemma will soon be solved.

■ EMV conversion will drive POS upgrades, and some retailers will future-proof with NFC. 
American Express, MasterCard, Visa, and other industry leaders are pushing the US market 
forward in the adoption of contactless cards using the EMV payment standard.8 Credit card 
networks will impose a fraud liability shift as an incentive for merchants to accept and banks 
to issue EMV-compliant cards by 2015. The migration to EMV will spur point-of-sale terminal 
upgrades that can be configured to support NFC as well.9 This will create a synergy in the 
US, as leading terminal manufacturers such as Verifone will incorporate NFC capabilities 
along with EMV in their products — essentially helping merchants “future-proof ” their 
investments.10 Despite this, Forrester believes that most merchants will wait for evidence of a 
clear business case for NFC-based mobile payments — through increased revenue opportunity 
and/or reduced costs — before taking the additional steps and making the investment to enable 
NFC capabilities on their upgraded terminals.

■ The power of NFC will be revealed in new consumer interactions. In-store NFC payments 
will gain broader reach and adoption over the next three to five years, but there are even greater 
opportunities at unattended venues. Unattended points of sale such as vending machines, 
parking, and transit can deliver faster and more convenient payments, and there are many trials 
currently under way. In addition, branded, programmable NFC tags can be easily deployed, 
introducing a new way to engage with consumers. So, as NFC handsets gain prevalence in 
the marketplace, the two-way exchange of information will inspire innovators to create new 
experiences with consumers wherever they are: real-time interaction on the street with smart 
posters, in-store with smart displays, or even in the consumer’s home.11

hardware-agnostic solutions Face Fewer hurdles and Faster adoption

Many payments innovators, from new entrant startups to well-funded incumbents, are focused 
on solutions that are not reliant upon the rollout of a NFC infrastructure. These solutions range 
from full terminal integration to utilizing barcodes and cloud-based payments. In most cases, they 
present fewer hurdles for merchants and consumers than NFC-based solutions, and as a result, we 
will see many of them launch with faster adoption rates in the marketplace. There are three main 
groups of hardware-agnostic digital wallet competitors:

■ PayPal, Mastercard, and Visa go head-to-head. PayPal is the leading alternative payment 
for online purchases, and the company is moving aggressively to extend its success offline.12 
PayPal is placing multiple bets to enable customers to directly access their PayPal accounts at 
POS. Last year, PayPal introduced POS integration at Home Depot, and this year, it launched 
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a cloud-based mobile payment solution in partnership with Erply. While PayPal is focused on 
growing its business in stores, MasterCard and Visa have their eyes on what has historically 
been PayPal’s sweet spot — online payments. Both are rolling out PayPal-like digital payment 
solutions. Both networks aim first to establish their digital wallets online and then extend 
them for use in person at POS. MasterCard has made a significant investment in its PayPass 
NFC readers at POS but, as in the case of PayPal, expect to see MasterCard place multiple bets 
and enable hardware-agnostic solutions for offline use of its PayPass Wallet Service.

■ Startups such as LevelUp and Pay with Square offer compelling new business models. 
Both innovators enable consumers to access a digital wallet via their mobile phones at POS — 
LevelUp uses a barcode to access data in the cloud, and Pay with Square uses location and visual 
confirmation of identify to facilitate payment. But, unlike other digital wallets, LevelUp and 
Square’s Register application also deliver clear value to the merchant through embedded loyalty 
programs and back-end analytics, and merchants who don’t have either should find these 
features appealing. LevelUp is so confident about its ability to deliver new and repeat customers 
that it waives the interchange fee to merchants when its mobile wallet is used. Although the 
companies target different types of merchants, the consumer and merchant can access both 
LevelUp and Square through software downloads, removing a significant hurdle to adoption.13

■ Branded wallets such as Starbucks’ leverage customer affinity and enable deeper engagement. 
Organizations, such as banks and retailers that have developed strong customer affinity, existing 
payment products, and existing loyalty programs, should consider a branded digital wallet 
experience. Starbucks is the classic example of leveraging existing customer affinity to deliver a 
pleasing mobile payment experience linked to its loyalty program. White-label solutions such 
as those provided by mFoundry or Paydiant can deliver branded digital wallet solutions that 
enable richer customer engagement and deliver benefits unique to each brand and its customer 
relationships. However, consumers are likely to utilize only a few digital wallets, so any company 
pursuing this path should be confident that its existing affinity is compelling enough to make it 
one of the few wallets that consumers are likely to use.

The pRoFiLe and pReFeRenCes oF eaRLy adopTeRs

US consumers are integrating mobile phones into every aspect of their lives. This is especially true 
for the smartphone, which has reached the status of trusted companion, increasingly so during 
the in-store shopping experience. Many shoppers actively use their mobile phones throughout the 
shopping journey, so using the phone for in-store or proximity payments will be a natural extension 
of what they are already doing. Forrester’s Consumer Technographics® data tells us that:

■ Mobile bankers and younger consumers lead the way in mobile digital wallet adoption. 
Thirty percent of US mobile phone owners are open to in-store mobile payments, and that 
number jumps to 50% among smartphone owners (see Figure 3-1).14 Among the consumers 
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most interested in mobile payments, mobile banking is the strongest leading indicator in 
the early-adopter profile. Additionally, 79% of those most interested are under the age of 45, 
and they overindex for online banking as well (see Figure 3-2).15 This is great news for banks 
planning to pursue a mobile digital wallet strategy, as they have direct access to their target 
consumers through existing mobile and online banking services.16

■ Mobile digital wallet use in-store is a natural extension of current behavior. A growing 
number of smartphone owners actively use their phones during their in-store shopping 
experience, with 20% comparing in-store prices with online prices, 19% finding or redeeming 
a coupon, 23% looking up product information, and 19% scanning barcodes.17 The 2011 
holiday shopping season provides a preview into future everyday shopping behavior, with 55% 
of mobile consumers using their phones while shopping and 33% using them for product and 
price information while in-store during that period.18 As consumers increasingly rely on their 
mobile phones as shopping companions, a mobile digital wallet will be a natural extension of 
the behaviors they have already adopted.

■ Digital wallet users must have confidence in their security and privacy. Early adopters 
will care about the privacy of their data and the security of their transactions, but they are 
inherently more willing to take on risk than are their more-conservative peers.19 Later adopters 
will be even more concerned than their predecessors were. They will differentiate among 
digital wallets based on their perception of the wallet operator’s ability to protect their data, 
ensure the integrity of their transactions, and inspire confidence in their ability to do so. This 
will be a proof point for wallet operators whose reputations in other consumer interactions 
will inform that perception (see Figure 4).
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Figure 3 US Consumer Interest In In-Store Mobile Payments

Source: Forrester Research, Inc.72061
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Figure 4 Early Adopters Are Concerned About The Privacy, Security, And Safety Of Mobile Payments

This is a BaTTLe FoR ConTRoL and inFLuenCe oveR The puRChase JouRney

Digital wallets present many new opportunities for product strategists in the payments space to 
create new business models and revenue streams. Forrester believes that as more wallet options 
become available, consumers will try several but will settle into the consistent use of just a few. So 
with this new opportunity also comes risk for some stakeholders. Forrester believes that:

■ Card issuers risk becoming an afterthought. Every year, millions of marketing dollars are spent 
by card issuers competing to become “top of wallet” and earn the greatest share of a consumer’s 
spend. The hope is that more frequent card use, deeper engagement, and stronger affinity will 
reduce the likelihood of a competitor’s card being selected at the moment of truth — at point of 
purchase. Very soon, top of wallet will take on new meaning as consumers think digital wallet 
first and card second, if they have reason to think about it at all. The moment of truth will no 
longer be the point of purchase but will occur earlier in the purchase journey, when consumers 
decide which payment accounts to link to the wallet. Digital wallets will effectively be a wedge 
separating issuers from their consumers, and the wallet operators will charge them for the 
privilege.

■ Digital wallet operators will wield newfound control and influence. Wallet operators will 
house the inventory of cards that consumers link to their digital wallets and will provide the 
ability for consumers to define how those cards are used under different circumstances. Wallet 
operators will also control which offers, incentives, and value-added services are present in the 
wallet. This newfound power will come at the expense of issuers’ and retailers’ ability to entice 
customers to use their payment products and shop their stores.

Source: Forrester Research, Inc.72061
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■ Disruptors will gain influence through their value-added services. Card issuers and retailers, 
many of which spend millions to influence customers’ buying behavior, are leveraging mobile 
to influence in-store purchases.20 Forrester believes — as recent announcements from Apple 
and Microsoft have suggested — that value-added services will be a critical component of the 
digital wallet experience.21 Digital technology, mobile in particular, enables unprecedented 
access to information right at our fingertips. Consumers want help filtering through the noise 
to find the right sellers of the products or services they seek, while merchants always want to 
attract and keep new more buyers. Disruptors are creating value-added digital services to help 
bring buyers and sellers together, and it is the integration of these services in digital wallets, 
for use throughout the commerce journey, that will enable a smarter, more efficient, and more 
convenient commerce experience.

WinninG WaLLeTs WiLL ensuRe a CoMpeLLinG eaRLy-adopTeR eXpeRienCe

As we mentioned before, neither consumers nor merchants are complaining about the hassle 
of existing payment options for online or offline transactions today. Moving the needle on the 
adoption of digital wallets — particularly for mobile digital wallets — will require infusion of 
significant value throughout the purchase journey before, during, and after payment. The collective 
benefits of these integrated services will need to overcome the barriers to adoption for consumers 
and merchants. We believe that the winners in the digital wallet wars will successfully deliver on 
these promises to consumers:

■ Convenient use. The digital wallet that maximizes convenience for the consumer will attain 
the greatest success in the market. But this will be a tough hill to climb.22 Why? Because 
there’s nothing particularly inconvenient about traditional card payments, which digital wallet 
products aim to replace. The only way this will work is through the collective convenience of 
the integrated value-added services before, during, and after the actual payment transaction. 
Early-adopter experiences will heavily influence how digital wallets are perceived and adopted 
in the marketplace. To grab the attention of these discerning consumers, a digital wallet 
experience must be more convenient than the process of using a traditional credit card — plus 
provide at least one other commerce feature, such as loyalty rewards — in a single transaction.

■ Contextual relevance. Consumers know that companies have and use their transaction 
data. While they don’t want an intrusive “Big Brother” watching, consumers are hungry for 
a commerce experience made smarter by personalized content and services delivered in 
context. They want more-relevant information, accessible at smart touchpoints throughout 
their commerce journeys. This contextual relevance creates greater efficiency and enables 
smarter commerce for consumers and merchants. Banks and card issuers are particularly well 
positioned to deliver this because they have deep insights into their customers’ spending habits 
and preferences. But they must overcome the challenge of harnessing, analyzing, and acting 
upon that data to deliver true value to the consumers and merchants.
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■ Compelling experience. As competitors seek to stand out among a growing number of wallet 
offerings, they must deliver a compelling user experience that will entice early adopters to 
choose their solutions not just once, but again and again. Form — not just function — matters, 
and it matters a lot. Winning wallets will have a compelling design that intuitively integrates 
convenience and context within the end-to-end experience so that consumers want to use the 
wallet because of the full experience it delivers and eagerly look forward to the next time they 
can do so.

R e c o m m e n d at i o n s

adopT a sTaRTup MindseT — GeT in The GaMe, LeaRn FasT, and ReFine

Let’s face it: It’s early days for the digital wallet market, but the market will evolve quickly as 
technology innovation, emerging business models, and heightened consumer expectations chip 
away at the status quo. Consumer product strategists who enable or receive payments should use 
these early days to gain as much insight as possible about the evolving ecosystem and to refine 
their product strategies in preparation for the future commerce landscape. Here are four things you 
should do now to secure your footing in the digital wallet wars:

■ Define your product’s or service’s role in the future digital wallet ecosystem. Shifts in the 
payments ecosystem are inevitable as new entrants and technologies enter the market with 
speed and agility. To prepare, product strategists must proactively define their firms’ roles 
relative to the coming array of digital wallets. Actively track the marketplace, evaluate new 
opportunities, anticipate emerging threats, and watch your blind spots as you build a road 
map that is guided by the position you want to claim for your product or service in the 
future marketplace. Whatever that position, it had better provide continuity, context, and 
convenience.

■ Evaluate and leverage assets to deliver a convenient commerce experience. Consider all 
assets, including emerging capabilities, brand, and financial resources to create incremental 
value. Trusted customer relationships will be an invaluable asset in the digital wallet space 
that should be leveraged to protect against potential disintermediation and deliver new 
value-added services. Customer data is also a rich asset that, if mined and harnessed 
appropriately, new entrants may not be able to replicate. Use this asset to enhance the 
customer’s pre-purchase, at-purchase, and post-purchase experience. Carefully consider 
the latitude of brand permission to decide your most credible play, and identify early 
opportunities to capture and deliver new value.

■ Test, learn, and refine. Product strategists who have begun to dip their toes in this dynamic 
market with just a pilot in the water report that their early efforts delivered invaluable 
learning. It allowed them to begin working through internal hurdles (many of which aren’t 
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overcome simply or quickly), gain critical customer insights, and refine their strategies based 
on a fresh perspective of the market. Don’t be too wedded to your first product road map in 
this space — identify quick opportunities to test, learn, refine, and iterate. It’s much easier to 
merge into the fast lane when you already have momentum versus trying to jump in from a 
standstill.

■ Seek partners to augment gaps or complement assets. Alliances and “co-opetition” are 
quickly becoming a hallmark of the digital wallet landscape. Even unlikely partners 
are finding common ground and joining forces to seize opportunities and deliver value. 
Consider alliances with new entrant innovators, incumbents, and indirect competitors as a 
way to create the best product/service experience.

suppLeMenTaL MaTeRiaL

Methodology

Forrester conducted the North American Technographics Financial Services Online Benchmark 
Recontact Survey, Q3 2011 (US) in September 2011 of 8,266 US online users ages 18 to 88 as a 
subsegment of the North American Technographics Online Benchmark Survey, Q3 2011 (US, 
Canada) population. For results based on a randomly chosen sample of this size (N = 8,266), 
there is 95% confidence that the results have a statistical precision of plus or minus 1.08% of 
what they would be if the entire population of US online individuals ages 18 and older had been 
surveyed. Forrester weighted the data by age, gender, income, broadband adoption, and region to 
demographically represent the adult US online population. The survey sample size, when weighted, 
was 8,204. (Note: Weighted sample sizes can be different from the actual number of respondents to 
account for individuals generally underrepresented in online panels.) Please note that this was an 
online survey. Respondents who participate in online surveys have in general more experience with 
the Internet and feel more comfortable transacting online. The data is weighted to be representative 
for the total online population on the weighting targets mentioned, but this sample bias may 
produce results that differ from Forrester’s offline benchmark survey. The sample was drawn from 
members of MarketTools’ online panel, and respondents were motivated by receiving points that 
can be redeemed for a reward. The sample provided by MarketTools is not a random sample. While 
individuals have been randomly sampled from MarketTools’ panel for this particular survey, they 
have previously chosen to take part in the MarketTools online panel.

Forrester conducted the North American Technographics Online Benchmark Recontact Survey, 
Q3 2011 (US, Canada) in August 2011 of 37,350 US and Canadian online adults ages 18 to 88. For 
results based on a randomly chosen sample of this size (N = 37,350), there is 95% confidence that 
the results have a statistical precision of plus or minus .51% of what they would be if the entire 
population of North American online individuals ages 18 and older had been surveyed. Forrester 
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weighted the data by age, gender, income, broadband adoption, and region to demographically 
represent the adult US and Canadian online populations. The survey sample size, when weighted, 
was 37,300. (Note: Weighted sample sizes can be different from the actual number of respondents 
to account for individuals generally underrepresented in online panels.) Please note that this was an 
online survey. Respondents who participate in online surveys generally have more experience with 
the Internet and feel more comfortable transacting online. The data is weighted to be representative 
of the total online population on the weighting targets mentioned, but this sample bias may produce 
results that differ from Forrester’s offline benchmark survey. The sample was drawn from members 
of MarketTools’ online panel, and respondents were motivated by receiving points that could 
be redeemed for a reward. The sample provided by MarketTools is not a random sample. While 
individuals have been randomly sampled from MarketTools’ panel for this particular survey, they 
have previously chosen to take part in the MarketTools online panel.

Forrester conducted the North American Technographics Retail Online Survey, Q2 2012 (US) in 
April 2012 of 4,491 US individuals ages 18 to 88. For results based on a randomly chosen sample of 
this size (N = 4,491), there is 95% confidence that the results have a statistical precision of plus or 
minus 1.46% of what they would be if the entire population of US online individuals ages 18 and 
older had been surveyed. Forrester weighted the data by age, gender, income, broadband adoption, 
and region to demographically represent the adult US online population. The survey sample size, 
when weighted, was 4,358. (Note: Weighted sample sizes can be different from the actual number 
of respondents to account for individuals generally underrepresented in online panels.) Please note 
that this was an online survey. Respondents who participate in online surveys have in general more 
experience with the Internet and feel more comfortable transacting online. The data is weighted to 
be representative for the total online population on the weighting targets mentioned, but this sample 
bias may produce results that differ from Forrester’s offline benchmark survey. The sample was 
drawn from members of MarketTools’ online panel, and respondents were motivated by receiving 
points that could be redeemed for a reward. The sample provided by MarketTools is not a random 
sample. While individuals have been randomly sampled from MarketTools’ panel for this particular 
survey, they have previously chosen to take part in the MarketTools online panel.

Forrester conducted the North American Technographics Online Benchmark Survey (Part 1), Q2 
2012 (US, Canada) in April and May 2012 of 58,068 US and 5,635 Canadian online adults ages 18 
to 88. For results based on a randomly chosen samples of these sizes (N = 58,068 in the US and 
N = 5,635 in Canada), there is 95% confidence that the results have a statistical precision of plus 
or minus 0.4% of what they would be if the entire population of US online individuals ages 18 and 
older had been surveyed and plus or minus 1.3% of what they would be if the entire population 
of Canadian online individuals ages 18 and older had been surveyed. Forrester weighted the data 
by age, gender, income, broadband adoption, and region to demographically represent the adult 
US and Canadian online populations. The survey sample size, when weighted, was 57,499 in the 
US and 5,347 in Canada. (Note: Weighted sample sizes can be different from the actual number of 
respondents to account for individuals generally underrepresented in online panels.) Please note 
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that this was an online survey. Respondents who participate in online surveys generally have more 
experience with the Internet and feel more comfortable transacting online. The data is weighted to 
be representative of the total online population on the weighting targets mentioned, but this sample 
bias may produce results that differ from Forrester’s offline benchmark survey. The sample was 
drawn from members of MarketTools’ online panel, and respondents were motivated by receiving 
points that could be redeemed for a reward. The sample provided by MarketTools is not a random 
sample. While individuals have been randomly sampled from MarketTools’ panel for this particular 
survey, they have previously chosen to take part in the MarketTools online panel.

endnoTes
1 Starbucks launched its mobile payment app in January 2011. Adam Brotman, the chief digital officer, 

reports the total number of transactions as roughly 55 million, or nearly 25% of transactions. Source: Kelly 
Clay, “Starbucks Introduces Mobile Payments For Canada And UK,” Forbes, July 11, 2012 (http://www.
forbes.com/sites/kellyclay/2012/07/11/starbucks-introduces-mobile-payments-for-canada-and-uk/).

2 O2 Wallet from Telefónica is not currently offered in the US but is mentioned as an example of the 
important developments in the global digital wallet marketplace.

3 Forrester defines a mobile payment as “a transaction in which the transfer of funds is initiated using a 
mobile phone — excluding the ‘voice’ function of the device.”

4 Other items from a physical wallet that can be digitized could be incorporated into a digital wallet, such as 
keys, identification, and access cards.

5 By 2005, US card issuers had begun limited trials of contactless cards and payment fobs, and card networks 
had begun to deploy contactless readers at point of sale. These efforts were scaled back or abandoned 
entirely as most retailers were unwilling to upgrade their POS systems without evidence of meaningful 
customer demand. Similarly, card issuers were reluctant to commit to the more expensive cards without 
broader supply of contactless readers at POS and more evidence of consumer interest in adoption this new 
technology. Source: “An Explanation Of NFC,” Mobile Payments Today (http://www.mobilepaymentstoday.
com/whitepapers/5305/An-Explanation-of-NFC); “Proximity Mobile Payments: Leveraging NFC And 
The Contactless Financial Payments Infrastructure,” Smart Card Alliance, September 2007 (http://
www.smartcardalliance.org/resources/lib/Proximity_Mobile_Payments_200709.pdf ); and “The Mobile 
Payments And NFC Landscape: A U.S. Perspective,” Smart Card Alliance, September 2011 (http://www.
smartcardalliance.org/resources/pdf/Mobile_Payments_White_Paper_091611.pdf).

6 HTC, LG, Motorola, Nokia, Research In Motion (RIM), Samsung Mobile, Sony-Ericsson, and Sprint 
currently offer or have announced plans to sell NFC-enabled handset in the US in 2012. Source: “A 
Definitive List Of NFC Phones,” Near Field Communications World, July 30, 2012 (http://www.nfcworld.
com/nfc-phones-list/).

7 Source: “Two Thirds of New Mobile Buyers Now Opting For Smartphones,” Nielsenwire blog, July 12, 2012 
(http://blog.nielsen.com/nielsenwire/?p=32494) and source: Forrester Research Mobile Adoption And Sales 
Forecast, 2012 To 2017 (US).
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8 The EMV specification defines technical requirements for bank cards with embedded microchips and for 
the accompanying point-of-sale (POS) infrastructure. With few exceptions, primarily in the United States, 
financial institutions worldwide issue EMV bank cards to businesses and consumers. The EMV acronym 
represents the original founders of the EMV standards body: Europay, MasterCard, and Visa. EMV 
operates with a secure element chip that securely stores cardholder data, provides greater security over 
magnetic strip cards, and will provide for greater interoperability of US cards worldwide. Source: “Card 
Payments Roadmap In The United States: How Will EMV Impact The Future Payments Infrastructure?,” 
Smart Card Alliance, February 2011 (http://www.smartcardalliance.org/resources/pdf/Payments_Roadmap_
in_the_US_020111.pdf).

9 Contactless EMV and contactless NFC payments both rely on point-of-sale terminals that use the ISO/
IEC 14443 standard. However, these terminals must also include software or firmware that supports the 
contactless applications used by a particular NFC device. Source: “Card Payments Roadmap In The United 
States: How Will EMV Impact The Future Payments Infrastructure?,” Smart Card Alliance, February 2011 
(http://www.smartcardalliance.org/resources/pdf/Payments_Roadmap_in_the_US_020111.pdf).

10 Verifone, which provides POS terminals to 70% of the top 200 retailers in the US, along with Equinox, 
Ingenico, and VivVOtech, is integrating EMV and NFC into their new point-of-sale terminals for the US 
market (this is already the case for some markets outside of the US). Source: (http://www.verifone.com/
isiswallet)

11 Moving forward, NFC will be embedded in most smartphones — and in a greater range of connected 
devices — enabling many more use cases than just contactless payments. See the August 2, 2012, “NFC: 
What Lies Beyond Contactless Payments” report.

12 As eCommerce has exploded, eBusiness executives have often looked to various payment forms at checkout 
as a means of growing their businesses. Alternative payments, or non-card payments, purport to grow 
sales by capturing incremental customers and addressing concerns about online shopping security. While 
such alternative payments (e.g., Google Checkout or PayPal) have grown to be a significant share of online 
commerce volume in the US, they are likely to trend in their future growth with eCommerce, taking 
some share from traditional card marks, but not much. This report explains some of the inhibitors that 
have, in many ways, capped the market opportunity of alternative payments and the recommendations 
for eBusiness executives looking to incorporate them into their businesses. See the May 15, 2012, “US 
Alternative Payments Forecast, 2011 To 2016” report.

13 Square Register primarily targets small to mid-size merchants without a POS system. LevelUp target can 
integrate with existing POS systems or operate as a standalone providing POS.

14 Source: North American Technographics Financial Services Online Recontact Survey, Q3 2011 (US).

15 The percentages represent consumers who responded as “interested” or “very interested” in using their 
mobile device for in-store payments. The index is relative to all US online adults.

16 Among US online consumers, 73% have used online banking and 26% have used mobile banking in the 
past three months. Source: North American Technographics Online Benchmark Survey (Part 1), Q2 2012 
(US, Canada).

http://www.forrester.com/go?objectid=RES77041
http://www.forrester.com/go?objectid=RES77041
http://www.forrester.com/go?objectid=RES70441
http://www.forrester.com/go?objectid=RES70441
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17 Source: North American Technographics Retail Online Survey, Q2 2012 (US).

18 Source: Aaron Smith, “The Rise Of In-Store Mobile Commerce,” Pew Internet And American Life Project, 
January 30, 2012 (http://pewinternet.org/Reports/2012/In-store-mobile-commerce/Findings.aspx).

19 Consumers are leaving an exponentially growing digital footprint across channels and media, and they are 
awakening to the fact that marketers use this data for financial gain. This, combined with growing concerns 
about data security, means that individuals increasingly want to know when data about them is being 
collected, what is being stored and by whom, and how that data is being used. As a result, a nascent industry 
is forming, with the promise of giving consumers control over their own data. We call this phenomenon 
personal identity management (PIDM). In this report, we outline what we expect PIDM will look like, and 
we provide consumer intelligence (CI) professionals with the insight to prepare for this impending change. 
See the September 30, 2011, “Personal Identity Management” report.

20 Since the dawn of mobile commerce, retailers have dreamed of leveraging location-based services to deliver 
an immersive multichannel experience for in-store shoppers. Retailers have experimented with various 
mobile marketing technologies, including short message service (SMS) and multimedia message service 
(MMS) coupon codes. Despite some limited success, poor consumer experience, cost, and the limited 
availability of mobile location technologies have hindered consumer adoption. Location-based commerce 
is an evolution of mobile commerce that leverages the known location of the consumer to drive contextual 
engagement with mobile shopping applications relative to a known location or retail store. The combination 
of GPS, application multitasking, and push notification technology in newer Android and iPhone handsets 
for the first time has created a cohesive platform that eBusiness executives can leverage to deliver tightly 
integrated multichannel promotions, offers, and services directly to their customers at the right time and in 
the right place. See the February 15, 2011, “Location-Based Commerce: An Evolution In Mobile Shopping” 
report.

21 Consumers will utilize valued-added-services (VAS) integrated within the wallet to guide their choice of 
when, where, and with who to spend. The digital wallet and VAS providers will be in powerful position to 
capture share of mind and influence share of wallet.

22 Forrester measures a product’s convenience as the net result of the collective benefits less all of its barriers. 
See the February 6, 2009, “Cracking The Convenience Code” report.

http://www.forrester.com/go?objectid=RES60322
http://www.forrester.com/go?objectid=RES58778
http://www.forrester.com/go?objectid=RES53375
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