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It’s difficult to say when the UK’s love affair with 
contactless payments began, but 2014 is a likely starting 
point: that was when Travel for London (TfL) began 
allowing commuters to pay for train and bus journeys 
with their contactless debit or credit cards.1 Eventually TfL 
would expand its network to allow tap-and-go payments 
from digital wallets like Apple Pay and Google Pay, 
signalling that British consumers were widely embracing 
the mobile payments future.2

The UK is probably Europe’s most mobile-forward market, 
with domestic take-up of mobile and online payments 
outpacing counterparts in the region. Compared to 
shoppers in the US and parts of Europe, UK citizens have 
been quick to adopt digital payments: a 2020 Statista 
report noted that over 81% of UK citizens were using 
some form of digital payment, with millions of new digital 
wallet users being added every year.3 The UK’s position 
as one of the world’s most important financial hubs has 
also helped drive the expansion of the country’s fintech 
infrastructure, with both new challengers and incumbents 
jostling for a place in a crowded marketplace. 

However, there is plenty of potential for digital wallet 
operators in the UK, especially considering that the digital 
payments segment alone is projected to reach $271 billion 
in value in 2021, driven by a strong e-commerce industry 
($238.5 billion in value pre-COVID-19),4 an established 
“tap-and-go” culture, and high smartphone penetration 
rate (85.6% in 2019).5 Mobile payments are fueling online 
shopping, and are the most popular device for accessing 
the internet.6

Though debit and credit cards are still the most popular 
payment methods, digital wallets are catching up. In fact, 
Worldpay’s FIS 2020 Global Payments Report reveals 
that digital wallets made up more than a third of all 
e-commerce spending in 2019.7 Digital wallets are also 
expanding rapidly – with a CAGR of 23%.8

Britons have a wealth of options available to them, but by 
far, the biggest player in the UK’s digital wallets industry 
is PayPal, the American fintech with a well-known 
reputation for expanding its market reach through local 
tie-ups and integrations.9 In 2019, JP Morgan said PayPal 
accounted for up to 20% of all digital wallet payments in 
the UK,10 while a 2020 YouGov survey found that at 61% 
PayPal was the second most popular online payment 
method behind debit cards, dwarfing the progress of the 
likes of Apple Pay and Google Pay.11 PayPal dominance is 
attributed to the perception that the service offers much 
stronger security than its rivals,12 owing to the company’s 
long history of enabling cross-border payments. Cross-
border commerce comprises 18.6% of the UK’s overall 
e-commerce market, and PayPal likely offers an easy and 
affordable payment method for international purchases.13  
PayPal will probably remain the market leader as its host 
of services expands to include cheap P2P transfers and 
“buy now, pay later” schemes popularised by fintechs 
Klarna and Clearpay.14

After PayPal, OEM-backed wallets Apple Pay and 
Google Pay are the second and third most popular 
digital wallet options. These phone-based options have 
become increasingly visible mainstays in the UK market, 
driven by the UK’s growing base of smartphone users, 
the continued relevance of bank cards, and retailers’ 
embrace of contactless payments.

When it comes to OEM-backed wallets, preference 
comes second to availability, with most UK users 
deferring to whichever option is available on their 
phones. However, other wallets are also offered by 
wearables companies like Garmin and Fitbit. Apple Pay 
and Google Pay were the first to enter the UK market 
between 2015 and 2016, while Samsung Pay arrived on 
British shores in 2017 to leverage the growing popularity 
of its handsets.15

Across nearly all digital payment platforms, cards will 
continue to remain relevant because most digital wallets 
in the UK rely on plastic to enable payments, unlike 
other countries where QR-code payments are more 
popular.16 With OEM wallets, users can store their debit 
and credit card information in their digital wallets to 
make NFC payments, but they have also built a network 
of partnership and tie-ups which allow customers to 
rack up points on retailers’ loyalty programmes, or pay 
for public transportation. Challenger banks like Revolut 
and Monzo also rely on issuing cards or integrating 
with Apple Pay or Google Pay in order to enable mobile 
payments.17 
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The potential impacts of Brexit loom over the entire British 
financial industry.36 For digital wallets, the Brexit scenario could 
curtail expansion into other European territories because of 
unaligned compliance requirements, which has prompted 
some to open bases on the continent. While it is unclear 
precisely what will happen once EU regulations like the GDPR 
privacy rules no longer apply to fintechs in the UK, there 
are some who suggest that the country’s exit could prompt 
innovation in a space with less regulation and more opportunity 
for experimentation.37 UK regulators will not be required to 
comply with occasionally byzantine EU regulations and could 
more effectively drive policy change.38 

Furthermore, unlike the EU, the UK has a single authority 
charged with driving fintech innovation in the Financial 
Conduct Authority (FCA), whose close ties with the 
government will likely ensure official policy is more strategically 
aligned with the industry’s needs. The FCA is also well known 
as one of the world’s more progressive regulators in the fintech 
space, launching one of the first sandbox initiatives in 2016 that 
has since become a global template.39 

Another policy that could drive the emergence of digital wallets 
in the country is the New Payments Architecture (NPA), the 
forthcoming framework that will replace the UK’s current Faster 
Payments and Bacs interbank payment system.40 At the core 
of the NPA will be a single clearing and settlement system 
that will enable faster, more secure payments across retailers, 
regardless of which platform is being used. Theoretically, the 
NPA will also take the place of the EU’s European Payments 
Initiative, an instant payments infrastructure. 

The NPA will also leverage the UK’s ongoing Open Banking 
initiative, launched in 2018 as part of a policy agenda to 
introduce a safe way for consumers to share financial 
information.41 The Open Banking initiative, similar to the EU 

regulations on the same topic, require financial institutions to 
share customers’ bank data with fintechs and other regulated 
third party operators, effectively undoing the monopoly held by 
incumbents on financial products. For digital wallet providers, 
the Open Banking initiative will likely drive more opportunity to 
grow market share, and help them become more competitive in 
the UK’s mature market. 

Britain’s incumbents stake their territory

Though they are far less common, QR-code payments are 
poised to grow in relevance in the UK, especially thanks to 
the influence of Chinese tourists on the British economy,18 and 
take up of the technology by restaurants and bars during the 
COVID-19 pandemic.19 Though barcodes and QR-codes have 
largely remained in the realm of loyalty programmes from 
retailers like Tesco and Morrisons, some fintechs are beginning 
to explore their potential.

One such company is Yoyo Wallet, whose open API has 
become well-known among retailers and banks looking to 
combine QR-code payment options with loyalty programmes. 
Most recently, Yoyo integrated with challenger bank, Starling,20 
as well as South African mobile software company, wiGroup, 
to expand its global reach.21 In 2019, Yoyo announced a 
partnership with Mastercard’s Pay by Bank app, which itself 
has become a popular wallet integration among banks.22

Though they were slow to adapt in the beginning, incumbent 
banks in the UK have begun to make concerted efforts to 
bring digital payment solutions to their customers. Pay by 
Bank, for instance, has enabled more banks to offer wallet-like 
payment solutions through integrations with existing apps and 
leveraging the UK’s Faster Payments service,23 so customers 
essentially pay retailers directly out of their bank accounts.24

Barclays has been on the cutting edge of digital wallets with 
its Pingit app, which was launched to compete with Apple Pay. 
Pingit allows customers to top up the app with cash directly 
from their Barclays account, and organise their finances 
into “jars” to be spent with either a connected debit card or 
wearable. The app also enables P2P payments to friends 
and family both on and off the app, via phone numbers and 
messaging services, which is a common tech in Southeast Asia 
and East Asia, but rare in the UK.25 Wearables play a massive 
part in the Pingit system, partly thanks to the app’s integration 
with Barclays’s BPay service back in 2019,26 which was one 
of the first wearable payment devices to be allowed on TfL’s 
system.27

Britain’s telecommunications industry has had some success 
with introducing its own digital wallets and payment methods. 
The domestic telco industry has four main telcos—Vodafone, 
Three, EE and O2—of which only Vodafone presently maintains 
a digital wallet since O2 discontinued its digital wallet version 
in 2014, citing difficult market conditions.28 The Vodafone Wallet 
enables its subscribers to make payments via NFC technology, 
and manage various payments via different sources of funds 
such as cards or virtual accounts.29  

Digital wallets aside, British telcos currently also enable its 
consumers to make in-app purchases and subscriptions 
through direct carrier billing (DCB), or “charge to bill” services 
as they are known in the UK. The method is not new to the 
country, but it’s a segment that has generally grown at a slower 
rate compared to counterparts in Asia.30 In the UK, DCB only 
accounted for 17.4% of digital content annual spend, with the 
lion’s share going to credit cards.31 Furthermore, the UK has a 
well-established card culture, and generally widespread access 
to financial services, which has limited the uptake of DCB 
payments. 

Nevertheless, there are signs that things are changing. 
According to Telemedia Research, the DCB segment could 
account for 73% of telcos’ value added service by 2023, driven 
by growing consumption of OTT and digital content, as well 
as in-app purchases from online stores like iTunes and Google 
Play.32 Some quarters have suggested the highly-regulated 
gambling industry could find opportunities to capitalise on DCB 
too, especially since card spending on gaming is banned.33  
DCB is also gaining ground in the areas of ticketing for 
transportation and live events such as the Young Frankenstein 
musical comedy on the West End where users were able to 
make purchases directly from their phone.34

Telcos may face limits on DCB growth as regulators cap the 
amount that can be charged to phone bills but there are 
expectations that the EU’s second Payment Services Directive 
(PSD2) will make DCB payments more appealing by upping 
security requirements and exerting downward pressure on 
charges.35 

Apple Pay does not charge merchants any 
additional fees in the UK to accept payments 
through Apple Pay.42

Google Pay does not charge merchants any fees for 
accepting payments through Google Pay.43

PayPal charges a transaction fee of 2.9% + a fixed 
fee that depends on the currency the payment is 
made in. If a payment is made using QR code for 
GBP10 ($13.9) and below, there is a charge of 2% + 
a fixed fee depending on the currency in which the 
payment is made. For international transactions, the 
merchant has to pay a fee for receiving domestic 
commercial and QR Code transactions and the 
additional percentage-based fee for international 
commercial transactions, which varies based on 
where a customer resides.44

Top e-wallets: Apple Pay, Google Pay and PayPal45

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