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Local names drive wallet adoptionCard-centric South 
Koreans embrace 
the digital wallet 

Popular depictions of South Korea tend to 
focus on K-pop, its political positioning, its 
several multinational conglomerates or its 
dominance in semi-conductor production. 
However, it is also home to one of the 
fastest-growing fintech hubs in the world. 
Despite not having the scale of China or the 
technological reputation of Japan, South 
Korea has been recognised for the strides it 
has made in the digital payments sphere. 

A 2018 study found that South Koreans 
“lean hard away from cash”, 1 a statement 
borne out by the fact that credit card-use 
dwarfs cash in everyday life,2 thanks 
to a combination of strong fintech 
infrastructure, high interment smartphone 
penetration rates, corporate promotions 
and government policies.3 The country 
ranks as the world’s third least cash-reliant 
nation, with only Sweden and New Zealand 
performing better.

Two factors are driving South Korea’s transition toward 
digital wallets: the widespread acceptance of credit 
cards—there are a reported 6.2 credit cards per adult, as 
of end-20204—and social media. Unlike other countries 
like Indonesia and India, where digital wallet players are 
aplenty, South Korean favourites are strongly determined 
by their relationships to existing structures. 

OEM-backed digital wallets such as Samsung Pay are 
a strong presence in smartphone-centric South Korea, 
though players from the Western hemisphere have 
managed to break through. 

By far, the most popular service is Samsung Pay, a 
service launched in 2015 by the titular tech giant.5 
Samsung Pay’s success has been driven by the strong 
sales of Samsung handsets,6 the company’s widespread 
use by online and offline retailers,7 as well as the poor 
performance of rivals such as Apple Pay. Apple has 
been busy wrangling with South Korean regulators over 
alleged anti-trust violations,8 while local card firms have 
struggled to launch Apple Pay due to the US company’s 
demands for high commissions and terminal instalment 
fees.9 Other OEM-wallets like LG Pay and Huawei Pay 
also exist in the market. Google Pay has not yet launched 
in the country, despite a constant stream of rumours.10 

To really get to grips with South Korea’s digital wallet 
landscape, you have to look to the country’s social 

media-backed wallets, namely Naver Pay, a wallet 
offered by Japanese internet search company Naver; 
and KakaoPay, the offering from messaging service 
KakaoTalk.11 Both these companies have built solid 
user bases off the backs of their popular social media 
services and their ubiquity among South Korea’s 
young, internet-savvy middle class. According to the 
Kagan 2020 Asia Consumer Insights survey, Naver 
Pay and KakaoPay enjoy 43% and 38% adoption rates, 
respectively.12  

South Korea’s highly mobile economy has also spurred 
the natural development of fintech solutions from 
telcos, such as KT Corp’s CLiP app,13 and SK Telecom’s 
T Smart Pay service,14 both of which were launched in 
2015 with the intention of leveraging the dominance of 
credit cards. Another area that could prove lucrative 
for telcos is the direct carrier billing (DCB) space, with 
some reports noting the segment reaching an annual 
$3.5 billion in value.15 Furthermore, DCB is also popular 
among South Koreans, with the average transaction size 
in 2020 amounting to $5.10,16 a huge difference from the 
average $1.83 spent across Asia in 2019.17 

Some local firms have begun to pay attention to the DCB 
space, with big tech players LG and Softbank forging 
strategic deals with regional partners,18 and KT Corp 
looking towards China for blockchain based systems 
that leverage 5G technology.19 



Social drives the wallet boom 

KakaoPay is the wildly successful payment platform that 
currently ranks as the country’s most popular digital wallet. 
The service was launched in 2014 to support P2P payments 
and purchases from a handful of online retailers, but in 2017, 
the service got spun off into its own company, KakaoPay, 
which began to offer Kakao’s users additional features such 
as its popular e-wallet, remittances and a forthcoming wealth 
management option. KakaoPay is expected to roll out its IPO in 
2021 at a valuation of about $8.5 billion, thus becoming one of 
South Korea’s first fintech unicorns.22   

The second most popular digital wallet is Naver Pay, which 
started in 2015 as a QR-code based payments platform 
that linked users’ credit or debit cards with the app. Unlike 
KakaoPay’s social-centric services, Naver Pay had a particular 
focus on building partnerships with SMEs, local card brands and 
banks. One industry source described Naver as leaning on their 
e-commerce background to drive the service’s take-up,23 though 
it is likely Naver Pay is built off the strength of its integration with 
the LINE messaging service.24 

Naver Pay and KakaoPay are often pitted against each other 
because of their similar backgrounds as products of the internet 
age, but in terms of demographics, KakaoPay’s users tend to 
skew towards the young,25 which probably accounts for the size 
of its user base. As of mid-2020, KakaoPay registered more than 
52 million monthly users,26 while Naver Pay had 12.8 million as of 
May 2020.27 

South Korea’s e-wallet 
dark horses

Technocrats in South Korea 
spur fintech growth 

Though most digital wallet users are most likely to use 
KakaoPay and Naver Pay, other wallets are jostling for a 
slice of the pie. Perhaps the most interesting is Toss Pay, the 
maverick fintech whose former dentist founder made waves 
for his persistent lobbying of the South Korean government. 
Toss Pay was born when fintech Viva Republica first launched 
the service in 2014 with a P2P money transfer business model, 
which has since evolved to include a digital wallet function.
 
Toss Pay has since become a cultural phenomenon partly for its 
underdog status—to “toss” someone some cash has become 
a common catchphrase—and success despite lacking the 
resources of its competitors. Though the company achieved 
unicorn status and its 14 million strong user base28 still lags 
behind other services, Toss announced they had broken even 
amid the 2020 pandemic, and was planning to build more 
online banking units.29 

CHAI is another startup-created digital wallet that is looking to 
make its own mark with an API that would enable merchants to 
accept payments regardless of which wallet consumers choose 
to use. CHAI’s digital wallet and debit card has accrued 2.5 
million since its mid-2019 launch – definitely a small user base, 
when compared to the heavy hitters, but the region is clearly 
paying attention. In December 2020, the startup announced 
an impressive $60 million in funding from a roster of big-name 
investors including Softbank.30

With the rising prominence of digital wallets among South 
Koreans, policymakers and regulators have over the last decade 
attempted to push South Korea as a cashless society by 2020. 
In 2016, the government announced a “coinless society” project 
that included a coin-buyback programme—which was met with 
reportedly tepid response31—and a number of other policies that 
have been gradually rolled out since. 

The country’s financial regulator, the Financial Services 
Commission (FSC), announced in summer 2020 that they would 
be submitting proposals to amend laws governing electronic 
financial transactions, in order to make the environment 
more fertile for innovation, but also safer by introducing user 
protection and security. In particular, the amendments would 
introduce the MyPayment transmission service, and streamline 
the regulations for new market entrants.32

  
Digital wallet operators are likely to get more rules, but also 
more opportunities for licensing amid the heavily regulated 
South Korean banking sector.

South Korea has also introduced a regulatory sandbox scheme 
that came online in April 201933 and an open banking project.34  
The FSC’s sandbox project will open the previously closed 
interbank payment network to non-bank financial companies, 
thus giving e-wallets an important foot in the door to test 
innovative new payment methods,35 and customers access 
to various bank accounts through a single mobile interface. 
The FSC’s platform—which has garnered 20 million users—is 
designed to make banking easier for South Koreans, reduce 
transaction costs, and make the industry more competitive for 
e-wallet operators, especially as the number of options on offer 
will only grow and grow.36

KakaoPay charges merchants between 1.04% 
to 2.5% as transaction fees.
 
Naver Pay charges merchants between 2.2% 
and 3.74% for debit card payments and 0.8% 
to 2.3% for credit card payments.20 

Top e-wallets: Samsung Pay, Kakao Pay, 
Naver Pay and Line Pay.21

A sampling of popular 
e-wallets across 
markets and their fees
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