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EXECUTIVESUMMARY

The market size of payments made through digital means is INR 85,800 Crore as of December 2013. This
does not include remittances. The modes used for making such payments are Credit/Debit card
payments, payments through Net Banking and payments using Mobile Wallet, Pre-Paid Cash cards and
Immediate Payment systems (IMPS) over the Internet. There has been a compounded annual growth
rate (CAGR) of 10% since 2010 till December 2013 in payments made through digital means. It is
expected that there will be a 40% growth in this fiscal year to reach INR 120,120 Crore by Dec, 2014.
The growth will be mainly determined by factors like: ease of payment, growth in e-commerce industry,
faster billing cycle and absence of logistical constraints in managing and transporting physical currency.

DIGITAL PAYMENT GATEWAY _ .

Total Market Size: INR 85,800 Crore
Total Volume of Transactions: 800 Mn

Contribution of Major Purposes in Online
Payment Gateway Industry

Contribution of Different Payment modes
to the total Volume of Transactions

Categories of Purposes  Contribution to Total
market size

M Debit Cards

Online Travel 50,465 M Credit Cards
E-Tailing 10,662 i Netbanking
Financial Servi 19,698
ancial Services d M Others Payment
Digital Downloads 3,554 Modes
*Other Online services 1,422
* Other Online services include Job sites, Classifieds, Other online Payment methods(IMPS, Mobile Wallet, Prepaid Cash
Matrimonial, Real Estate etc. cards)

Source: : IMRB International, All India Estimates,
December 2013

According to National Payments Corporation of India (NPCl) and Reserve Bank of India (RBI),
approximately 800 Million transactions were carried out in the year 2013 through the digital mode. Of
this, Net-banking payments comprise 44% of the total number of transactions, followed by Debit cards
(32%) and Credit Cards (21%). The rest result from other payment methods like Immediate Payment
Systems, Mobile wallet, Prepaid Cash cards etc.

Online travel is the most common purposes for which online transactions are carried by the users - it
constitutes nearly 60% of the total value of transactions, followed by Financial services (23%) and e-
Tailing (12%).
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Almost 80% of the total transactions are undertaken through Desktop PCs or Laptops. Although the
proportion of the transactions made through handheld devices like Mobile Phones and Tablet PCs are
quite smaller than the Desktops and laptops, it is expected to go up till 30% mark by 2020.

Usage of online payments is predominantly high (70%) among the consumers. Business markets operate
in a complex manner where the purchase process/Purchase cycle is longer and complicated than the
consumer buying process and involves multiple stakeholders in the organization. Although, this trend is
changing with Small & Medium Businesses in India undertaking their payment processes online as it
facilitates cost reduction and improves ease of usage.
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CURRENT MARKET SIZE OF THE ONLINE PAYMENT INDUSTRY
Current market size of online payment stands as INR 85,800 Crore with a CAGR (2010-2013) of 10%. Top
two factors that are driving the growth of Digital payments are

- Increase in Penetration of Internet among the urban and rural India and
- Rapid growth of the e-Commerce in India Particularly in Online Travel and e-Tailing segments.

DIGITAL PAYMENT GATEWAY
2013

S3% |NR 85,800 crorc

COMPOUND ANNUAL GROWTH
10%
RATE (CAGR) FROM 2010 TO 2013:

Source: : IMRB I ional, All India Estil
\ December 2013 /

DIFFERENT MODES OF PAYMENT

Payment modes can easily be classified into ¢ Cards (Debit/Credit), Net banking, Immediate Payment
Systems (IMPS), Mobile Wallets, Pre-paid Cash Cards etc.

Out of around 800 Million

online transactions made in
Modes of Payments (Volume of Transactions)
2013, nearly 53% of the

transactions are made using
Credit and Debit cards. The
volume of online payments
M Credit Card made through Credit cards
is only 21% while Debit

cards constitute 32% of the

M Others e.g. IMPS, Mobile Wallet, payments.
Prepaid Cash cards

The reason for higher
Modes of Pavments Total number of Payments 2013 b f ]
v (Millions of Transaction) numoer o transactions

M Debit Cards

i Netbanking

Debit cards 254 made through Debit cards is

Credit cards 170 due to the fact that the

Net Banking 352 number of outstanding

Othe.r Online Paymen.t Methods (IMPS, 24 Debit cards (approx. 350

Mobile Wallet, Prepaid Cash cards) Million) is much higher than
Source: : IMRB International, All India Estimates based on RBI and NPCI,

the credit cards (approx. 19
million)*.

December 2013

*RBI Report published on 7" Feb 2014, URL - http://rbi.org.in/scripts/PublicationReportDetails.aspx?UrlPage=&ID=759%#EXE
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In terms of value of transaction; an average value of payment using Credit cards is INR 1,400 which is
thrice the size of a Debit card transaction (Average ticket size of which is INR 450). Net- Banking
Transactions constitute 44% of the total volume of transactions. It includes e-Commerce transactions
like Product purchase, ticket booking, electronic tax filing etc. Figures mentioned do not include non e-
commerce Inter-bank fund transfers.

CREDIT CARD

DEBIT CARD
Average Ticket Size: Average Ticket Size:
INR 1400 INR 450

PURPOSES TO PAY DIGITALLY

Online traveling, financial services and e-tailing are the main purposes for which transactors use
different modes of digital payments. Online travel industry which include air and train ticket bookings,
hotel accommodations and tour packages contribute nearly 60% of the Digital payments followed by
Financial services (comprising of online mobile recharge and DTH service, Online tax filing, Payment of
Insurance premiums, Gas and electricity bills) and e-Tailing.

Contribution of Purposes for using Online
payments

Other Online
Services, 2%

Digital
Downloads, 4%

Types of Purposes Value of Online Payments in
2013 (INR Crore)

Online Travel 50,465

---------------- Financial Services 19,698
______________ E-Tailing 10,662
Digital Downloads 3,554

*Other Online services 1,422

* Other Online services include Job sites, Classifieds,
Matrimonials, Real Estate etc.

Source: : IMRB International, All India Estimates,
December 2013

Digital Downloads (including downloads of eBooks, Music, Movies, etc.) and Other online services
include websites for searching Jobs, Real estate and matrimony contribute 4% and 2% respectively.

DEVICES USED FOR DIGITAL PAYMENTS

Desktop PC & Laptops are commonly used for making online payments due to:
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- Better visibility: Larger screen size provides better visibility while making payments and avoids
mistakes while entering the details

- Better connectivity: The Internet connections in Desktop PCs and Laptops usually are more
stable than Mobile Internet connections.

- Variety of services and applications: There is a lack of handheld device friendly applications
available through which payments can be made online.

At present, handheld devices are mainly used for mobile recharge and bill payments. Usage of Tablet PC
and Smartphone may increase in the upcoming years as more applications are being developed in the
financial services, e-Tailing and Online Travel space.

Devices used while making Payments Online

Mobile
phones /
Tablet PC

20%

Desktop
PC/
Laptops
{0

Value of Transactions

Device Used for Payment (INR Crore) - 2013

Desktop PC/ Laptops 68,640

Tablets / Mobile phones 17,160

Source: In-depth Interview with Digital payment
gateway players, December 2013

CONTRIBUTION OF CHFERENT CITIES IN THBIGITAL PAYMENT GATEWAXSPACE
The contribution of Top 4 metros which include Delhi, Mumbai, Kolkata and Chennai is approximately
60% of the total Digital payment gateway market size. Next 4 metros - Bangalore, Hyderabad,
Ahmedabad, Pune together contributes only 25% to the total market size. The rest of the cities in other
town classes comprise the rest of the market size.
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Contribution of Town-class in Digital

Other Cities & payment Gateway market
Smaller

Towns, 15%

Town-class Value of Online
Transactions (INR Crore)

Top 4 Metros 51,480

Next 4 Metros, = ;" Next 4 Metros 21,450

25% [ 60% | : Other Cities & Smaller 12.870
Towns ’

Source: : IMRB International, All India Estimates,
December 2013

CONTRIBUTION:BUSINESS AND CONSUMER MARKETS
Among Business and Consumer markets, usage of Digital payments is predominantly high (70%) among
the consumers.

Business markets operate in a complex manner where the Purchase process/Purchase cycle is longer
and complicated than that of the consumer buying process and involves multiple stakeholders in the
organization. However, this trend is changing with Small & Medium Businesses in India undertaking their
payment processes online as it facilitates cost reduction and improving the productivity of commercial
activities.

Contribution of Business and Consumer markets in
Online Payments

Value of Transactions

Type of Market (INR Crore) - 2013

Business-to-Consumer

60,060
market

Business-to-Business

25,740
market

Source: : IMRB International, All India Estimates,
December 2013
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CHALLENGESACED BY DIGITAL PAYMENT GATEWAY INDUSTRY

Growth comes with lots of hurdles in the road and online payment industry is not an exception to that.
A CAGR of 10% also experiences a lot of regulatory and social challenges. Key challenges being the RBI
regulatory & KYC norms, these are technical in nature and hinder the growth of the Digital Payments.

Also a significant portion of the population still lacks knowledge in making transactions using
Debit/Credit Card, Net Banking and other online payment modes. This makes them more skeptical in
making transactions online.

The Merchant-customer dispute is another issue that gets highlighted in many instances as there might
be service related issues due to which customer gets disappointed and refrains from doing the purchase
online.

Other challenges include the complex systems and authentication process, mature ecosystem of
acceptance across touch points, business model is not remunerative for all the stakeholders to benefits
are hindering the growth of the Digital Payment gateway industry.
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ANNEXURE: STUDY METHODOLOGY

As a part of the study, IMRB International conducted comprehensive business interviews with the
founders and senior executives of Digital payment gateway service providers in India. These interviews
provided comprehensive insights perspective on opportunities and challenges in store for various
stakeholders. The insights of different respondents are aggregated and further analyzed and reported.

These findings have been supported with secondary research, analysis and insights provided by I-Cube
2013, RBI and NPCI Digital Transaction data to determine and validate the market size estimation.

The contact details of the executives of the Digital Payment Gateway service providers are provided to
IMRB International by IAMAL.
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About Payment Council Of India (PCI)

The Payments Council of India (PCI) has been formed inter-alia for the purposes of representing the

various regulated non-banking payment industry players to address and help resolve various

industry level issues and barriers, which require industry level discussion and action. PCl would work

with all its members to promote payment industry growth and to support our national goal of 'Cash

tolessCaa K {20AS0iéU FyR WDNRSUK 2F CAYylIYyOALlf Ly Of dza
Government of India. PCl would work closely with the regulators i.e. Reserve Bank of India (RBI),

Finance Ministry and any similar government departments, bodies or Institution to make 'India a

less cash society'. It is an affiliate of IAMAL.

The Internet and Mobile Association of India [IAMAI] is a young and vibrant association with
ambitions of representing the entire gamut of digital businesses in India. It was established in 2004
by the leading online publishers, but in the last ten years has come to effectively address the
challenges facing the digital and online industry including mobile content and services, online
publishing, mobile advertising, online advertising, ecommerce and mobile & digital payments among
others.

Ten years after its establishment, the association is still the only professional industry body
representing the online and mobile VAS industry in India. The association is registered under the
Societies Act and is a recognized charity in Maharashtra. With a membership of 160 plus Indian and
MNC companies, and with offices in Delhi, Mumbai and Bengaluru, the association is well placed to
work towards charting a growth path for the digital industry in India.

Contact Details

Nilotpal Chakravarti ¢ Executive Editor, Thinking Aloud and AVP, IAMAI
C-36, East of Kailash, New Delhi-110065
Tel: +91-11- 40547603 | http://www.iamai.in

About IMRB International and IAMAI

eTech Group | IMRB (a specialist unit of IMRB Internationad a research based consultancy offering
insights into IT, Internet, Telecom & Emerging Technology space.

Our continuous link with industry and a constant eye on the pulse of the consumer ensures that we
can decode the movements of technology markets & consumers. To our clients we offer an
understanding of the present market environment and a roadmap for the future.

Contact Details Research Team for this Report

eTech Group | IMRB Tarun Abhichandani, Group Business Director
(tarun.abhichandani@imrbint.com)

IMRB International

WIQ 2Ay3aA3 aKl (N
Senapati Bapat Marg, Mumbai
Tel: (91)-22-24233902

Priyam Joshi, Research Manager

Abhishek Mukherjee, Associate Research Manager

www.imrbint.com
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COPYRIGHT

All material contained in these Inter-Research Journals, including without limitation text, logos, icons,

photographs and all other artwork, is the absolute and exclusive property of the Internet and Mobile

1 3a20AF0A2y 2F LYRAIF 6WL!a!LQO FyR Fff NRIKGEAZ AY
limitation all copyright, vests absolutely and exclusively in IAMAI, unless otherwise specifically stated.

No use shall be made of this material without the prior express permission in writing from IAMAI as the

copyright holder thereof. Any and all use of this material is expressly prohibited and shall be an offence

under the Copyright Act, 1957, unless specifically authorized previously in writing by IAMAI.

Without prejudice to the forgoing any material provided by any third party to IAMAI, including any non-
proprietary material of IAMAI, obtained through links to other sites, which is a part of the Inter-Research
Journals, or is displayed on IAMAIQ &  @$aBe8, is the property of the original author (as may be
disclosed in such material), or such third party, as the case may be, and a prior written permission for
the use such material in any manner, must be obtained from the author or such third party, as the case
may be.

DISCLAIMER

Internetl YR a20AtS 1 aa20AF0A2Yy 2F LYRAI O6WL!a!LQO KI &3
compile the information and material contained in this research work. Provided however, IAMAI does
not warrant that the information and material contained in the research work, or any part thereof, is
RSAAIYSR (23 2N dadgdirémen¥,SEthat it willtbe ekl Nde Dryfréedfrom any
inadequacies, incorrectness, incompleteness, inaccuracies, or bug free. IAMAI hereby disclaims any
warranty, express or implied, including, without limitation, any warranty of non-infringement,
Merchantability or fitness for a particular purpose, in respect of any information and / or material
contained in the research work. IAMAI will not be held responsible for any loss, damage or
inconvenience caused to any person as a result of any inadequacies, incorrectness, incompleteness,
inaccuracies, or errors contained in these research reports. IAMAI holds and processes personal data, if
any, in accordance with applicable law in force.

All times, all know-how and any Intellectual Property Rights of whatsoever nature in and to any
techniques, principles and formats and in all proprietary materials, software, programs, macros,
algorithms, modules, methodologies and anything else used by or created by IMRB International in the
course of providing the service/ deliverables to IAMAI which are of a generic nature or otherwise not
produced exclusively for the Client shall at all times remain the exclusive property of IMRB International.



