The payments strategy objective of the MNB and
the introduction of the Payments Development
Indicator Set (PDIS)



Based on the results of the previous payments strategy, a new vi-
sion is required regarding electronic payments, summarised by the
MNB’s document called Payments 2030, which also provides a basis
for specific measures to be defined in the future. In the following pe-
riod, the MNB's main payments strategy objective is to significantly
increase the ratio of electronic transactions by 2030, and in case of
an extensive and general usage stimulation, the MNB aims to make
60 per cent of transactions electronic, and in case of further specif-
ic measures, two-thirds of them electronic by 2030. The payments
strategy outlines the main areas and possible directions identified
during the analysis and research activity carried out so far, where
targeted economic policy intervention may take place in the future
in order to achieve the main strategic objective. In order to evalu-
ate the current situation of Hungarian payments, identify potential
areas of intervention and possibilities for specific measures, define
strategic objectives, evaluate the implementation of the necessary
measures to reach the objectives, the MNB has established the Pay-
ments Development Indicator Set (PDIS).

The Payments 2030 document was prepared by the Directorate Fi-
nancial Infrastructures and Payments of the Magyar Nemzeti Bank
(the Central Bank of Hungary), and was discussed at the Monetary
Council meeting on 9 May 2023.

2 | Payments 2030



Table of contents

1. Introduction 4
2. The former payments strategy of
the MNB and the development of payments
in Hungary in the last 10 years 6
3. The MNB’s main payments strategy
objective for 2030 14
4. Areas of intervention identified to achieve
the main payments strategy objective..................... 18
4.1. Areas indirectly contributing to the
achievement of the strategic 0bjective ........ccovvveevrireeirinene 21
4.2. Areas directly contributing to the
achievement of the strategic objective .........cccvvvereveeneenne 23
4.3. Other areas that can influence the
achievement of the strategic objective .........cccooceviviccinicnne 25
5. Payments Development Indicator Set (PDIS)....... 26
5.1. General iNAICAtOrS .....cvueuiveeireeineecieiceeesee s 30
5.1.1. The ratio of the number of electronic
EraNSACLIONS ..o 30
5.1.2. Concentration on the electronic
payment services Market........oocveneernieeeneinieeneenneenne 31
5.1.3. Annual additional growth of electronic
payments compared to economic growth ..........cceee. 32
5.1.4. Proportion of the value of
€lectronic PUrChases ......coeeereeeirrieeeseeeseeeieies 33
5.2. The use of electronic payment solutions
0N the eNd-USEr SIde .....c.oueuieireecirieirereeeeeeeeiene 35
5.2.1. Account penetration of people
OVer 60 YEArS Old ...c.oueeeeeireeieeeiriricieirreees s 35
5.2.2. Proportion of people with only
€lectronic iINCOME .....c.cvcuiccrccee e 36
5.2.3. Proportion of those who actively
transacting electronically.........cccccovevieinivininicnicininis 38

3 | Payments 2030

5.2.4. Proportion of customers using
third-party provider (TPP) SErvices..........cccvevuernierrerenn

5.2.5. Proportion of customers using
innovative payment SOIULIONS .....c.cccuveveurieeerierecinecinienne

5.3. Ratio of electronic transactions on the end-user side...42

5.3.1. Ratio of use of innovative payment solutions......

5.3.2. Ratio of free household credit transfers ..............

5.3.3. Ratio of electronic bill payments ........cccoceevrenenes

5.3.4.The

rise of electronic payments within

retail payments of the smallest value ........c.ccccocveveuneenne

5.4. Financial awareness and attitude related
to electronic payments on the end-user side.........cccccvvenee.

5.4.1. Proportion of those who prefer electronic

payments

5.4.2. Knowledge on electronic payments..........ccoveuee.

5.4.3. A decrease in the level of costs of payments.......

5.5. Development of payments on the supply side..............

5.5.1.The

ratio of acceptance costs to

turnover paid by the smallest retailers........ccoovveevnene

5.5.2. Electronic payment transactions at
the accepting Merchants........coeeneeeneerneneerneeeseeens

5.6. Summary

of the indicators and main

values of the Payments Development Indicator Set............

References

42

54




Introduction




The effective and reliable operation of a
modern electronic payments system plays
a key role in the operation of the economy,
therefore, the MNB handles it as a priority
area as well. One of the fundamental duties of
the Magyar Nemzeti Bank (MNB) is to ensure
the reliable operation of Hungarian payments
and continuously develop them. An advanced
electronic payments system enables economic
operators to carry out the financial settlement
of their transactions efficiently and quickly. Elec-
tronic payment solutions already include the
main features of the widely used cash payments
as they are instant and permanently (24/7/365)
available. In addition, they offer several advan-
tages compared to cash usage since they enable
transactions between remote parties as well,
furthermore, related services can be developed
for them in order to make the daily business of
economic operators even easier. As a result, ef-
ficient and innovative electronic payments are
inevitable for the “circulation” of the modern
economy, therefore, the MNB also pays special
attention to this area.

In order for Hungarian payments to keep
pace with the current technological innova-
tion and the development of other economic
areas, the MNB has set detailed payments
strategy objectives for the period up to 2030,
as a continuation of its former two-pillar
strategy. As part of its research and analysis
work, the MNB continuously monitors Hun-
garian payments and identifies areas for their
development. The previous payments strategy
consisted of two main pillars: ensuring the pos-
sibility of electronic payments in all situations,
namely, developing the infrastructure, and en-
couraging the use of electronic payments. In
the last decade, significant improvements took
place primarily in terms of infrastructure devel-
opment, thus, it was required to renew the pre-
vious strategy. This document includes the pay-
ments strategy objectives of the central bank
for the period up to 2030, which were mainly
defined based on the common good, more in-
teroperable payments and the enhancement of
the competition. The MNB defined these strate-
gic objectives in accordance with and as a con-
tinuation of its former two-pillar strategy, and
developed a detailed set of objectives and in-
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dicators that helped identify the objectives and
define the areas to be developed as precisely
as possible. The strategy particularly focuses
on sub-areas where the analyses showed un-
derdevelopment, and separate objectives were
defined for these areas. It also means that this
strategy does not aim to render the aspects of
all market or state actors involved, who follow
different objectives that are typical of that op-
erator in their daily operations, or of private op-
erators who follow profitability interests. At the
same time, the publication of the central bank’s
strategic objectives enables market players to
adapt their own development activities to them.

The payments strategy of the MNB covers all
types of payment situations and electronic
payments, and the entire range of end-us-
ers, both the consumers and the corporate
clients. The framework of the strategy also de-
fined indicators that help to follow the develop-
ment of each (sub-)area significant for Hungar-
ian payments. The indicators and the progress
measured by them also provide a basis to devel-
op new regulatory and public policy measures
aimed at specific sub-areas.

In accordance with these, the next section pro-
vides an insight into the framework and theo-
retical background of the development of Hun-
garian payments, and a short description and
evaluation of the payments strategy of the last
10 years. The study then follows to describe
the strategic objectives of MNB for 2030, and it
identifies the central bank’s potential areas of
intervention related to measures required to
reach these objectives, and finally, it provides
an explanation on the Payments Development
Indicator Set, which quantifies the current level
of development and the future improvements.
It is @ complex set of indicators that can be
used to determine the interventions necessary
to achieve the main strategic objective, as well
as the areas affected by them, and to monitor
the development of the affected areas and the
changes that occur in them. The timeframe for
the payments strategy is seven years, and the
objectives were defined for 2030. However, the
progress of reaching these objectives will be
evaluated more often, on an annual basis by the
MNB.



The former payments
strategy of the MINB and the
development of payments in
Hungary in the last 10 years




The MNB's activity in the development of elec-
tronic payments is justified by several factors,
such as increasing the efficiency of economic
operations, reducing social costs, and curbing
tax evasion. A wider range of the usage of elec-
tronic payments can contribute to greater econom-
ic growth (llyés-Varga 2016). Furthermore, several
studies (see e.g. Schmiedel et al. 2012; Turjan et
al. 2012) concluded that significant cost reductions
could be reached at the social level with the more
frequent use of electronic payments, among oth-
ers, due to the decrease of manual processes or
physical presence (and its time requirement) relat-
ed to cash. Dedk et al. 2022 also showed that the
social costs per transaction decreased significantly
between 2009 and 2019, which was partly due to
developments, and partly due to dynamically in-
creasing turnover. Besides all these, it is also an
important aspect that electronic payments provide
greater transparency and better traceability in the

financial relations of economic operators, which
can greatly contribute to the prevention of tax eva-
sion and grey economy.

In recent years, the ratio of electronic trans-
actions has increased significantly in the total
economy, however, cash still remained the most
frequently used payment method. Between 2015
and 2021, the ratio of the number of electronic
transactions increased by nearly 20 percentage
points to 31 per cent, considering all payment sit-
uations, as well as transactions of the household,
corporate and public sectors. The increase was
resulted by the fact that the possibility to use elec-
tronic payments generally improved in each sector
and payment situation, although at different extent,
and thus, the changes in payment habits resulted in
a more frequent usage. In addition to these factors,
the coronavirus pandemic further accelerated this
process in the last 3 years.

Chart 1: The ratio of the number of electronic transactions, and its annual change in terms of percentage

points in the total economy
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So far, the MNB has regularly monitored the
growth of the efficiency of Hungarian pay-
ments in three areas, covering a significant
part of electronic payment situations: credit
transfers, electronic payments of purchases
and bill payments. The factors mentioned above,
namely the promotion of economic growth, and

the reduction of social costs and tax evasion, jus-
tify that the central bank shall continuously track
the development of electronic payments, and if
necessary, it should actively intervene for further
development. The MNB has developed efficiency
indicators for this purpose, which are published
in the annual Payment Systems Report.

Chart 2: Indicators measuring the level of development of Hungarian payments
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The Hungarian bill payment data before 2019 do not include the bill payments initiated not through
postal money orders or direct debits (e.g. online card payments or in the service provider's local office,
credit transfer), while the continously increasing payments of postal money orders conducted with
payment cards in the post offices have formed intagral part of this indicator all the time. No European
bill payment data are available for the purpose of EU comparison

Source: MNB, HCSO, ECB, Eurostat
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In the past few years, Hungarian electronic
payments have improved continuously, which
was greatly influenced by the activity of the
central bank as well. Fundamentally, the MNB
supports payments development with three tools:
1. Regulation, either directly by MNB decrees (e.g.
instant payment), or indirectly by amendments in-
itiated towards other regulators (e.g. initiatives to
modify the regulatory background of interchange
fees at the related ministry); 2. Ownership and

development of infrastructure, of which very ob-
vious examples were the takeover of GIRO Zrt. by
MNB in 2014, and the subsequent infrastructural
developments, such as making more frequent the
cycles of intraday clearing, or introducing instant
payments; 3. Initiation and coordination of market
developments, for example, the instant payment
ecosystem, development of services based on in-
stant payments, and the establishment of the QR
code standard in particular.

Chart 3: The most important steps of payments development in Hungary in the last decade
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In the past decade, the use of the triple cen-
tral bank tool system was driven by two stra-
tegic objectives. In accordance with the two-pil-
lar strategy established in 2010 by the MNB, one
of the essential objectives was to provide options
in as many payment situations as possible, so
that electronic payments as an alternative shall
be available besides cash payments (Kajdi-Varga
2015). Therefore, it is important that consumers
and companies shall not encounter technolog-
ical-infrastructural obstacles when they would
like to settle their financial obligations via elec-
tronic payments. The most obvious problems
may occur in case of physical or online retail pay-

Chart 4: The MNB's former two-pillar strategy
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aged the more frequent use of electronic pay-
ments. Among other things, it was manifested in
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In the past few years, a significant develop-
ment has taken place both in terms of pay-
ments infrastructure and the use of electron-
ic payments, which was jointly resulted by
several factors, of these is fundamental the
population’s bank account coverage. The MNB
regularly conducts household surveys on pay-
ment habits, which show that in general there
is no significant problem regarding financial in-
clusion, at least 90 per cent of Hungarian house-
holds have minimum 1 bank account or bank
card (Dedk et al. 2021a). Instead, further room
for improvement can be seen in some groups,
such as elderly people. Looking at certain pay-
ment methods, several changes took place re-
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garding the two most commonly used electronic
solutions, bank cards and credit transfers, both
in terms of their infrastructure and usage.

In the case of retail payments, bank cards
have long been the exclusive and currently
the most important alternative to cash, the
acceptance network of which has expanded
significantly in recent years. Bank cards have
been the only electronic payment methods in
physical retail stores until the introduction of in-
stant payments in March 2020. Among others,
the infrastructural expansion of bank cards can
be attributed to the regulation on the reduction
of interchange fees initiated by the MNB, which



preceded a European regulation of similar con-
tent by one year (Kajdi-Kiss 2021). Furthermore,
POS installation programs initiated by the MNB
and launched by the Ministry of Finance and
card companies played a key role in the expan-
sion of the acceptance network as well. On top
of all these, as a proposal of the central bank,
an amendment of the Act on Trade was entered
into force in 2021, pursuant to which the retailers

obliged to use online cash registers have to pro-
vide the possibility of electronic payment, which
was fulfilled by most of the retailers by means
of introducing card acceptance. The previous in-
troduction of online cash registers and the obli-
gation to use them in wider ranges presumably
stimulated the willingness to introduce electronic
payments for those retailers as well, who former-
ly preferred cash payments for less transparency.

Chart 5: Change in the number of POS terminals (left chart) and online acceptance points (right chart)
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With regard to technology, the introduction
of contactless payments based on NFC data
transmission has been a breakthrough in
the past few years. This provides an extreme-
ly simple, fast and comfortable user experi-
ence, so card payment has become a suitable
electronic alternative for those who previously
chose cash due to their lower digital skills. As a
result of significant developments, 93 per cent
of the issued cards and 99 per cent of POS ter-
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minals supported contactless payments by the
end of 2021. Besides that, in an internation-
al comparison, card payments are considered
outstandingly safe in Hungary, which is further
supported by rules protecting consumers. De-
spite all their advantages, card payments are
not suitable to provide a cashless option in
every payment situation, therefore, the MNB
actively supported the development of credit
transfers as well.



Chart 6: Evolution of the domestic card acceptance network, 2010-2021
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The introduction of instant payments has
been a milestone in the development of Hun-
garian electronic payments, which can com-
pletely transform future payments. Regard-
ing credit transfers, the first significant step was
the introduction of intraday clearing in 2012.
Subsequently, the GIRO clearing house, which
became the property of the MNB in 2015, dou-
bled the number of intraday clearing cycles, so
credit transfers could be processed even faster
than before, typically in one hour. On the other
hand, the introduction of instant payments in
2020 was a more prominent improvement, which
provided a completely new basis for credit trans-
fers as payment methods. Card payments have
been the driving force behind the development
of Hungarian electronic payments in the last dec-
ade, however, this payment method also has its
limitations as it cannot be used in all payment sit-
uations. This is the reason why the demand for
another payment method was formulated, the
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Note: Data are as at 31 December.
Source: MNB

parameters of which provide at least as favour-
able properties for consumers as cash. Accord-
ingly, in the case of instant payments, continuous
(24/7/365) availability and real-time transaction
processing in a few seconds are ensured, which
technically enables credit transfers to be used
in any payment situation. In addition to this, be-
yond the payments market, a large-scale digital-
isation took place in all areas of the economy,
and as a result, the clients and consumers both
require these kinds of solutions. All of the above
mentioned facts contributed to the principles of
instant payments to be established in compli-
ance with the latest digital challenges. However,
in order for the clients to use instant payments
conveniently, more service level developments
are needed, and the MNB has a key role in their
initiation and coordination. These include the
elaboration of the QR code standard, or the in-
troduction and promotion of the request-to-pay
service, which is based on instant payments. On



the other hand, the current inappropriate pricing
structure of credit transfers meant a problem,
which was necessary to be resolved so that cus-
tomers can indeed frequently use the new solu-
tions based on instant payments. It is supported

by the fact that payment service providers cannot
charge fees to retail customers for instant credit
transfers initiated by a standardised data entry
solution from 2023 (e.g. QR code, NFC, deeplink)
or a request-to-pay.

Chart 7: Market trends realised by the basic requirements of instant payments
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The MNB’s main payments
strategy objective for 2030




The MNB’s main payments strategy objec-
tive in the next period is to increase the
ratio of electronic transactions signifi-
cantly by 2030, and in case of an extensive
and general usage stimulation, the MNB
aims to make 60 per cent of transactions
electronic, and in case of further targeted
measures, two-thirds of them by 2030. The
excessive spread of card infrastructure and
contactless technology in the past decade,
the statutory obligation to provide electronic
payment options in the large majority of retail
payment situations, and the introduction of in-
stant payments in Hungary have resulted that
the first element of the MNB's former two-pil-
lar payments strategy is essentially being ac-
complished. Namely, in almost every payment
situation, consumers and businesses already
have certain cashless alternatives, and in some
cases several solutions. Therefore, the time
has come for the MNB to focus on the other
former strategic objective, increasing the us-
age of electronic payment methods. Based on
the previous analyses of the MNB (llyés - Varga
2016; Kajdi - Varga 2015), it can be expected
that the unit costs of electronic transactions
will drop below the unit cost level of cash pay-
ments if the ratio of the former accounts for at
least half of all transactions. In line with this,
and looking at the recent development trend,
the development of the areas outlined in this
strategy could make it a realistic objective to
make 60 per cent or even two-thirds of trans-
actions electronic by 2030. It is important to
emphasise that the MNB's strategy related to
the development of electronic payments is in
line with its strategy aiming at the safety of
cash supply, and these do not include conflict-
ing objectives.

In order to reach a further dynamic devel-
opment of the Hungarian economy, catch
up with the European Union’s development
level, and achieve widespread digitalisa-
tion, it is essential to increase the use of
electronic payments, which can be fulfilled
through a general and targeted promotion
of usage based on a wide range of payment
solutions. The widespread use of electronic
payments may greatly contribute to the eco-
nomic growth and the effective operation of
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the financial sector and the total economy.
With the continuation of the current devel-
opment trend, the target value of 60 per cent
can be reached by 2030 with general promo-
tion of usage like the previous ones. In this
case, it is necessary to implement measures
that target a wide range of customers or pay-
ment situations, similar to usage stimulation
programmes implemented so far. For further
targeted measures, the objective is to make at
least two-thirds of transactions electronic. In
this case, additional usage promotion activities
are required that have a targeted effect on cer-
tain sub-areas of payments, targeting certain
smaller customer groups or certain separate-
ly defined payment situations. In the past few
years, the surge of card payments has inten-
sified the expansion of electronic payments,
however, its growth rate is expected to slow
down, partially due to the limitations of card
payments, especially the usage limitations of
acquiring services in retail situations. The MNB
expects that in the medium term, instant pay-
ments introduced in 2020 will contribute ef-
fectively to the development of the Hungarian
payments market, offering a cashless alterna-
tive practically for all payment situations. The
solutions based on instant payment and the
card together canresultin an efficient electron-
ic payment option being available to everyone.
Itis also supported by statutory provisions, for
example, credit transfers being exempt from
financial transaction tax under 20,000 HUF,
and instant payments being free of charge if
initiated by QR codes or a request-to-pay.

With regard to payment situations, among
online payments, bill payments and pay-
ments conducted on online cash registers,
which mainly happen in physical stores, the
majority of transactions consists of pay-
ments requiring personal presence, which
is the last category. In case of non-electronic
transactions, it is even more true that this pay-
ment situation has the largest share of them,
more than 90 per cent, so in order to increase
the proportion of electronic payments, this
payment situation has the highest number
of payments that can potentially be diverted.
There are no exact data on person-to-person
(P2P) payments, however, according to house-



hold surveys, the majority of transactions hap-
pen in cash in this segment as well, which also
leaves room for the expansion of electronic

payments. In addition, online payments are ex-
pected to increase the number of transactions
due to the latest services.

Chart 8: Number of transactions broken down by payment situation, 2021
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The international comparison shows that the
rate of cash usage is typically low in several
European states that are considered to be the
most developed in terms of electronic pay-
ments. According to the SPACE data collection
of ECB of 2019 (ECB 2020), in the Scandinavian
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and Benelux countries, together with Estonia, the
rate of cash payments only accounts for around
one-third of the transactions. These data are sig-
nificant as the group involves several countries
that can serve as role models for Hungary for fur-
ther development in payments and digitalisation.



Chart 9: The ratio of cash transactions in euro area countries regarding retail and person-to-person
payments, 2019

Ratio of cash payments
(number)

-
“ 68%

70%j
59% .
‘s 74%

[ &

73%

81%

83%

Ratio of cash payments
(value)

73%

Source: ECB 2020, Figure 1, p. 20

17 | Payments 2030



Areas of intervention
identified to achieve

the main payments strategy
objective




The MNB has identified the areas and direc-
tions for which specific action plans can be
developed in the future. The MNB’'s main pay-
ments strategy objective is to make the majority
of all payment transactions electronic. This sec-
tion outlines the main areas and possible direc-
tions identified during the analysis and research
activity carried out so far, where targeted eco-
nomic policy intervention may take place in the
future in order to achieve the main strategic ob-
jective. Based on this, and in accordance with its
analyses and research activity on payments, the
MNB will determine how to intervene in certain
areas by means of targeted public policy actions
in order to ensure the proper development of the
electronic payments market in Hungary. During
this, the MNB will develop action plans, each last-
ing for a few years, based on the strategy, which
contain the detailed descriptions of the necessary
measures in each field and their planned imple-
mentation.

These areas of intervention are not complete-
ly separate from each other. Some segments of
payments interact with each other, so progress
achieved in one field can support further pro-

gress elsewhere. It is important to keep this in
mind in order to be able to interpret the progress
achieved in each field and the impact of future
changes. The identified areas of intervention 4ba-
sically cover three main themes: the use of elec-
tronic payments, which include issues of pricing
or the spread of innovative payment solutions;
the development of the supply side, which essen-
tially focuses on the activity and costs of the re-
tailers' acceptance network; and financial aware-
ness, or whether consumers know electronic
payments, and how they relate to them. The in-
creasing use of electronic payments and the de-
velopment of the supply side both contribute to
the growth of electronic payments formulated as
the main objective. Furthermore, all three themes
can be positively influenced by the development
of financial awareness, while electronic payments
and the supply (retailers’) side can fundamentally
support each other: in case of growing consum-
er expectations, retailers are also more willing to
improve their electronic payment options, where-
as customers use electronic payment solutions
more frequently when they are widely available,
i.e. there are viable payments solutions, or ac-
ceptance network.

Chart 10: Relationships between the themes affected by the main strategic objective
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If we have a deeper look at the level of cer-
tain areas of intervention, we can distin-
guish areas based on public policies or de-
velopment directions which can directly or
indirectly contribute to the development.
The identification of these development areas
may help to define the expected impact and the
approximate direction of the concrete steps,
which are planned in line with the strategic ob-
jective. Thus, it becomes visible development in
which areas can be supported by the progress
reached by the impact of the concrete public
policy measures that are to be designed, and

how it can contribute to the achievement of the
main payments strategy objective.

In order to achieve the strategic objective, it
is necessary that the expansion of the use of
electronic payments exceeds the increase in
payments resulting from economic growth.
The progress in the areas to be developed, which
are presented below, may cause Hungarian pay-
ments to expand not only because of the economic
growth, but also result in an additional, higher rate
of increase. All of this means that it will be realistic
to achieve the objectives set for 2030.

Chart 11: Areas that support the achievement of strategic objectives
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4.1. Areas indirectly contributing
to the achievement of the strategic
objective

Those areas where interventions contribute in-
directly to the achievement of the objective tend
to promote the widespread use of electronic
payment methods more slowly, in the medium
term, and their impact is broad and may affect
several areas.
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Financial inclusion: This can help increase
the range of potential users of electronic pay-
ments and the activeness of those who already
have access to them. A basic requirement for
the use of electronic payments is that the con-
sumers need to have a payment account and
use it actively. At the moment, the inclusion
cannot be considered to be complete, there-
fore, it should be separately promoted for cer-
tain groups. Within this topic, two main areas
are worth highlighting:

* Increasing bank account coverage over the
age of 60: In case the number of retired
people who receive their state benefit via
credit transfer increases, an opportunity
occurs for new consumer groups to be in-
cluded in electronic payments, which can
further increase the ratio of the use of elec-
tronic payments. There are several ways of
increasing electronic pension payments, for
example, one of them can be if pensioners
receive transfers electronically by default;
nonetheless, it is important to highlight that
cash payment options need to be ensured
for those who wish to receive their pen-
sion this way. Looking at the usual payment
method currently used for benefits (pen-
sion, other benefits), 61 per cent of them
are paid electronically according to the data
in 2021, which accounts for an increase of 6
percentage points since 2017.

* Group of people with lower incomes and
less digitally educated: In this segment,
bank fees can be fundamental obstacles
in terms of financial inclusion. The previ-
ous analyses of the MNB showed that the
Hungarian payments fees are high in an
international comparison, which imposes

| Payments 2030

a heavy burden especially on people with
lower income. For this reason, special
attention must be paid to the pricing of
payment service providers. Furthermore,
it is important to achieve that more and
more people should receive their income
in an electronic form, as cash income is
rather typical among people with lower
income and lower education level. Anoth-
er possible way to handle the situation
is to establish free social basic accounts
or to introduce further regulation on in-
comes.

Strengthening innovation in payments:
The promotion of innovative payment
methods is essential because these im-
provements can provide a basis for market
service providers to develop other payment
services in the future. Along with the ex-
tremely dynamically expanding card-based
mobile wallet turnover, solutions based on
instant payments are also expected to start
spreading. QR code payments are expected
to further develop due to the amendments
of the regulatory background, which made
QR code reading capability compulsory in
mobile banking applications, and intro-
duced a central authentication procedure in
order to prevent QR code frauds. Further-
more, additional data entry methods (e.g.
NFC, deeplink) are also possible, the range
of secondary account identifiers that can be
registered may be broadened, or common
guidelines can be defined for the optimal
customer experience in mobile applications.
The advancement of the request-to-pay ser-
vice can also be greatly supported by the
fact that all payment service providers will
be obliged to ensure the acceptance of re-
quests for consumers. Both cards and in-
stant payments may be affected by efforts
to make SCA more convenient to use, for
example. the use of an increasingly wide
range of biometric identifiers. These factors
altogether may not only result in those who
already use mainly electronic transactions
making more transactions, but even those
who have used electronic payments less fre-
qguently may become more involved due to
the convenient customer experience.
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Strengthening competition: Innovation
can be supported by strong market competi-
tion, i.e. the stronger the competition is, the
more payment service providers are forced
to introduce new services besides providing
low fees. If market concentration is reduced,
large players can be prevented from defining
the development of the market and estab-
lishing a market structure of duopoly as in
the case of payment cards, for example. That
is why instant payment was designed in such
a way, and this is what the MNB also keeps
in perspective, that it should lower the barri-
er to entry, and allow even non-bank actors
to enter the market as well. An example of
this could be the possibility for non payment
service providers (PSPs) to submit requests-
to-pay to GIRO, which operates the central
system, but also the possibility that the man-
datory QR code positive feedback required
by the amendment of the legal framework
could also help non-PSPs to enter the ac-
ceptance market. The spread of TPP services
can similarly have a beneficial effect on com-
petition, which can even help increase the
number of account changes through account
information (AISP) services. Moreover, the
payment initiation (PISP) services may also
receive an increasing role in retail accept-
ance services. In case of TPPs, it is essential
that the APl connections of the account pro-
vider PSPs shall work according to the leg-
islation, and the need for further standardi-
sation needs to be examined as well. Strong
competition may also affect pricing, which
can contribute to the more frequent use of
electronic payments. Favourable pricing is
a basic requirement for the frequent use of
electronic payments. Such instances can be
payment solutions without transaction fees
as it may make people perceive instant pay-
ments to be free of charge, similar to cash
and card payments, and so they would use
them more often. On the other hand, retail-
ers should also be provided the most favour-
able acquiring prices possible in order to ex-
pand the acceptance network. This mostly
affects the smallest retailers, who are forced
to pay significantly higher fees compared to
their larger competitors.
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Improving financial awareness: Without im-
proving the financial awareness of consumers,
it is impossible for consumers to change for
the right account package or service, or even
use electronic payments more consciously
and frequently. As a minimum requirement, it
is important that they know cashless payment
solutions, but even more importantly, they
should willingly use them, and if possible, pre-
fer to use these solutions instead of cash. For
this reason, the MNB is planning to commu-
nicate actively by launching information cam-
paigns, and already supports this objective
with the amendments to the legal framework.
Among others, payment service providers are
obliged to inform their customers about the
success of their transactions or their available
balance, to make the use of these payments
become more obvious and transparent. Fi-
nancial awareness may have an impact on
the pricing of payment service providers as
well, which means if consumers actively look
for more favourable account packages, mar-
ket players will have to provide more advan-
tageous conditions. Currently, several banks
offer package-priced accounts, however, the
number of customers for these products is
still fairly low, which makes it even more vital
to encourage customers to change for a more
suitable account package or service, and pro-
vide more information on the features and
prices of the services available. Later on, it is
possible that further information similar to
the statement of fees will be mandatory to
be provided, and switching between account
packages may become simpler.

Maintenance of security: Safe electronic
payments are basic requirements in every
country's payments. If fraud is widespread,
or if because of cyber attacks customers are
afraid of keeping their money and data at
payment service providers, it can discourage
the use of electronic payments as well. For all
these reasons, itis crucial to guarantee the se-
curity of electronic payments. At the moment,
in an international comparison, Hungarian
payments are considered to be extremely
safe, however, it is important to maintain this
status. Although the MNB in its supervisory
role regularly examines the reliable and safe



operation of Hungarian banks and financial
infrastructures, itis also important to increase
the awareness of consumers in this field. The
latter will also be measured as part of the con-
tinuous monitoring of financial awareness.

4.2. Areas directly contributing to
the achievement of the strategic
objective

In addition to the areas presented above, there
are certain segments of public policy that can af-
fect the target indicator, the ratio of electronic
payments directly and in a short time. They also
refer to such sub-sectors of payments, which
may need separate intervention in order to stim-
ulate the use of electronic transactions accord-
ing to the MNB, and inherently affect the digital-
isation of the total of Hungarian payments in a
favourable way.

* Development of retail payments: One of
the most important areas is still retail pay-
ments, which still has considerable room
for improvement based on the online cash
register database. Consumers usually make
purchases several times a day both physical-
ly and online, therefore, the financial leg of
these means an outstanding number of trans-
actions. For physical merchants, the amend-
ment of the Act on Trade and the obligation
to provide electronic payments to those who
are obliged to use online cash registers meant
an extremely significant development. In the
future, it may be worth expanding this scope
further, for example to include the service
sector, public institutions or entertainment
facilities (cinemas, theatres, museums, etc.).
Electronic payments over the internet are al-
ready growing dynamically, but there are still
many who pay cash on delivery for goods or-
dered. This may be due to the lack of consum-
er trust, which can be addressed by informing
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consumers (card refunds) and by improving
services, such as the refund system for in-
stant payments. On the other hand, there
may still be cases where the courier delivering
the product is not able to provide electronic
payment, so it may be worth considering reg-
ulatory options in this segment, such as mak-
ing electronic payment mandatory for online
commerce and couriers. Itis also important in
this sector to provide users with a wide range
of information on the services available, their
usage options and pricing, to ensure that
they can use the services that best meet their
needs on the retail side.

Strengthening electronic bill payments: The
other area that may achieve significant devel-
opments is bill payment, which involves the
payment of mainly utility bills and other regular
services. Since these transactions occur in every
household, stimulating the use of electronic
payments in this segment may improve finan-
cial awareness, and can encourage consum-
ers to actively use cashless solutions in other
areas as well. The proportion of electronic bill
payments can already be considered high, how-
ever, progress could be made in some sub-ar-
eas. Based on the MNB's surveys, the ratio of
cashless bill payments in some utility services
is significantly lower than the most advanced
insurance and telecommunications sectors,
so further progress could be achieved with fo-
cused measures. In this matter, innovative pay-
ments, which have been mentioned previously,
especially the widespread use of request-to-pay
services may bring about a change as they pro-
vide consumers with a convenient electronic
payment solution, while it gives them the free-
dom to choose the date of their payment. The
latter may be an important aspect primarily for
consumers with lower incomes. Furthermore,
encouraging the wider spread of electronic in-
voicing can also promote the further spread
of electronic bill payment and the reduction of
costs for service providers.



Chart 12: Breakdown of bill payments by sector in 2021
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4.3. Other areas that can influence
the achievement of the strategic
objective

In addition to the factors presented above, sev-
eral international trends can also be identified
in payments, which are continuously followed by
the MNB as well. Similar to the MNB, the Euro-
pean Central Bank (ECB 2021) and the European
Commission (EC 2020) treat the promotion of in-
stant payment as a significant objective, though
due to the nature of institutions, they also em-
phasize cross-border payments, which is cur-
rently of low priority in the Hungarian market.
Some of the new actors and innovative payment
solutions, stablecoins and crypto assets, are cur-
rently not mature enough on the market to be
taken into account in this strategy, and it is ques-
tionable to what extent they are able to function
as money and to what extent they can be con-
sidered more as investment instruments. Oth-
er innovative solutions came from fintech and
bigtech actors, which indirectly appear in the
development of payments, for instance, through
the spread of third-party providers (TPP) or mo-
bile wallets. In addition to TPPs, another im-
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portant area of the second European Payment
Services Directive (PSD2) was the widespread in-
troduction of strong customer authentications,
which had a traceable indirect effect on the strat-
egy. Another interesting trend of the future can
be the introduction of a potential central bank
digital currency, which is researched in many
countries, and which has important aspects in
terms of payments as well. Since the MNB has
not decided about its potential introduction yet,
no related payments indicator has been defined
in the current strategy either. Finally, it is abso-
lutely necessary to mention the effects of the
coronavirus pandemic on payments, which was
also analysed by the MNB (Deak et al. 2021b,
Végsd - Bddi-Schubert 2020, Deak et al. 2020).
As a result of the pandemic, the use of electron-
ic payment methods has increased, largely due
to factors such as increasing the limit for pur-
chases without a PIN code for card payments to
HUF 15,000, which has facilitated the possibility
of paying without a physical contact. The rise in
online purchases was also significant during this
period. Future studies will have to determine to
what extent these effects have persisted in the
consumers’ payment habits.



Payments Development
Indicator Set (PDIS)




In order to evaluate the current situation of
payments in Hungary, identify potential ar-
eas of intervention and options for target-
ed measures, as well as assess the achieve-
ment of the strategic objective and the
realisation of the measures supporting it,
the MNB has established the Payments De-
velopment Indicator Set (PDIS). Based on the
dynamic development of electronic payments
in the last decade, the main strategic objective,
i.e. the achievement of a 60 percent electron-
ic payment ratio in the case of further broad,
general promotion of usage, and two-thirds in
the case of targeted measures by 2030 is an
ambitious, but realistic objective. On the oth-
er hand, as we have already referred to, we
also need to take into consideration that the
current main electronic payment alternative,
the payment card, has its own limitations, and
this is why the current tendency of electronic
turnover growth rate is expected to become
more moderate. At the same time, in order to
achieve the main strategic objective, the cur-
rent rate of development must be maintained.
Therefore, certain sub-areas also need target-
ed measures besides general payments devel-
opments.

Apart from general types of indicators, the
PDIS includes such indicators as well which
rather cover some relevant sub-areas.
The indicators of certain sub-areas in certain
cases could be broken down along other di-
mensions (e.g. social or socio-demographic),
however, the indicators presented only show
breakdowns with the best suitable depth suit-
ed to the related strategic objective. During the
planning of the measures to be realised for the
achievement of the strategic objectives, it can
be reasonable to examine the data based on
further breakdowns. Territorial breakdown
may be justified in some cases (e.g. infrastruc-
ture), but for population indicators, looking at
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the issue along socio-demographic dimensions
rather than territorial breakdown may provide
a more accurate picture and better support
the design of targeted measures.

On the other hand, areas currently consid-
ered to be highly developed, or that do not
seem to require the central bank’s or any
other central intervention based on the
data currently available, were not included
in the indicators and the areas to be devel-
oped. Such areas can be, for example, card
payments, which have an extensive accept-
ance network, an almost full coverage of re-
tail card holders, and continuously expanding
turnover, so no additional measure appears to
be generally necessary in this area.

The indicators can be classified into three
major groups. The selected indicators can be
applied to track the development of the de-
mand side of the payments market, i.e. the
changes in the expansion and usage frequen-
cy of payment services available to the end-us-
ers (consumers, companies), and the changes
in the end-users’ financial awareness. On the
other hand, separate indicators show the de-
velopment of the supply side of the payments
market, i.e. how the utilisation and costs of the
acceptance network develop on the side of the
beneficiary (primarily the accepting retailer).
As a result of the previous payments strategy,
the acceptance network has developed to such
an extent that electronic payments are availa-
ble in most cases, therefore, the indicator sys-
tem does not include indicators that specifical-
ly measure the size of the acceptance network
and the availability of payment options on the
beneficiary side. In addition to the sub-indica-
tors of the two sides, more general indicators
have also been developed that measure the
current and future development of the total
market.



Chart 13: The relationship between the indicators of Payments Development Indicator Set and the potential
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General indicators

1. Concentration on the
electronic payment services
market

2. Annual additional growth of
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3. Proportion of the value of
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Source: MNB



In order to calculate the value of the indicators,
we apply comprehensive databases available
to the MNB, complied on the basis of legisla-
tion, cooperation and representative question-
naire surveys, such as regular (quarterly) reports
from payment service providers, data submitted
by payment service providers on the basis of state-
ments of fees, data from the online cash register
database’ (hereinafter: OCR database) received
from the National Tax and Customs Administra-
tion of Hungary, data collected from the house-
hold payment habits surveys and other publicly
available data. Upon calculating the values of the
indicators, the data of Hungarian service providers

Chart 14: Impact of possible measures
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Source: MNB
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In the following section, in addition to the
content and calculation method of the PDIS
indicators, we will present why measuring
the rate of progress in the given area can
be important from a public policy point of
view, what the current situation is, and what
the target value is to achieve the payments
strategy objective of the MNB by 2030. In oth-
er words, in order to define the target value of
certain indicators, it was a primary aspect that
regarding the main strategic objective, not only
the target ratio of the widespread, general us-
age stimulation should be obtainable, i.e. 60 per
cent of payments should be electronic, but the
target ratio in case of targeted measures as well,
i.e. at least two-thirds of the transactions should
become electronic by 2030. Nonetheless, it is im-
portant to see that not all areas of development
or indicators need to reach the target value:
the main strategic objective of the MNB can be
achieved even if these targets are not realised for
all indicators.

5.1. General indicators

Besides the specific areas of payments develop-
ment, it is important that the indicators should
keep track of the general tendencies as well. This
includes comparing the development of pay-
ments with the economic growth, or the concen-
tration of the payments market (i.e. indirectly,
the strength of competition).

5.1.1. The ratio of the number of electronic
transactions

Calculation method:

The number of

electronic
The ratio of the transactions
number of electronic

transactions

The number of
cash + electronic
transactions
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Electronic transactions: purchases at physical
and online acceptance points (typically card pur-
chases and credit transfers), electronic bill pay-
ments (card payments and credit transfers are
also possible here, in addition, payments can
also be performed by direct debit or paying post-
al money orders by card), electronic transactions
within and between different sectors (e.g. house-
holds, corporates, government) (mostly credit
transfers).

Cash transactions: purchases at physical and on-
line acceptance points, bill payments (payment
of postal money orders by cash), cash payments
within and between different sectors (e.g. house-
holds, corporates, government).

Among payment transactions, savings, invest-
ment, and lending transactions only appear to
the extent that the financial flow affects at least
one payment account.

Value of indicator:

e 2021:31%
* Targetvalue:
* 60 per cent of transactions in case of ex-
tensive, general stimulation of usage
* two-thirds of transactions in case of fur-
ther targeted measures

Content: The indicator shows how the ratio of
the number of electronic transactions changes
in general, thereby helping economic growth and
reducing social costs and tax evasion. This main
indicator shows the basic payments strategy ob-
jective of the MNB to increase the use of more
socially efficient electronic payments.



Chart 15: The ratio of the number of electronic transactions within the total payments
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5.1.2. Concentration on the electronic
payment services market

Calculation method: Herfindahl-Hirschman in-
dex (HHI), market share in relation to the ratio of
transactions initiated.

=c 2 2 2
Al 282+ 8PP oo TS

where

* s:the market share of the given payment ser-
vice provider from the total of the electronic
transactions. Among the electronic transac-
tions, transactions initiated by cards issued in
Hungary, and in case of credit transfers and
direct debits, the debit side (data from the
payer’s side) were taken into account.

* n: the number of actors in the payment ser-
vice sector
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bank data collections and questionnaire surveys

Value of indicator:
e 2021:2,199
* Target value: Maximum 2,000

Content: In the case of a lower degree of market con-
centration, the market competition is assumed to be
stronger. It may provide cheaper and better quality
service to the customers of payment service provid-
ers, greater innovation, therefore, it is also desirable
from the point of view of the development of the
payment market. This is especially true considering
that the payments industry is based on economies
of scale, where oligopolistic market structures are
more frequent particularly for this reason. In order
to avoid them, the MNB deems it necessary to mon-
itor market concentration, therefore, we used the
HHI index to monitor changes in the market share of
financial institutions by examining the initiated trans-
actions. Market concentration could be measured in
several sub-markets (e.g. based on the number of



transactions initiated or received, the number of ac-
counts or electronic payment instruments), among
which it is important to highlight the indicator meas-
uring the most important area to be developed for
the achievement of the main strategic objective, and
set a separate target for that. Based on the previous
strategy, the acceptance network of electronic pay-
ments is fairly developed, the majority of retail cus-
tomers have access to a bank account, so further
development in these areas cannot be reached by
means of measures related to market concentration.
On the other hand, in terms of encouraging and sim-
plifying use, more intervention options for payment
initiation can be taken into account, which can be

supported by a more intensive market competition
(e.g. the development of services, the reduction of
their fees), therefore, the MNB examines the chang-
es of the intensity of the market competition from
the aspect of transaction initiation. There are sev-
eral scales for interpreting the values of the index,
but the market concentration is typically considered
medium or low under 2,000, and the lower the val-
ue of the index is, the lower the market concentra-
tion becomes. Currently, an increasing trend, which
means an increasing market concentration can be
observed, so the goal in this area is to reverse this
trend and reach the value of 2,000, which indicates
moderate concentration.

Chart 16: The value of the Herfindahl-Hirschman index (HHI) on the market of electronic payment services
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5.1.3. Annual additional growth of electronic
payments compared to economic growth

Calculation method:

Annual growth of

Annual additional electronic payments

growth of electronic ——
payments compared T
to economic growth

Annual growth
of GDP

Regarding electronic payment transactions, credit
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transfers (HUF individual and batch credit trans-
fers, foreign currency, domestic and cross border
as well), direct debits, and transactions made with
payment cards issued in Hungary were taken into
consideration. The percentage change in their to-
tal annual value was divided by the annual per-
centage change in GDP.

Value of indicator:
e 2021: 1.1
* Target: Every year above 1



Content: The economic growth (e.g. the growth
in consumption) typically involves increasing the
value of electronic transactions as well, i.e. if peo-
ple consume more, companies will satisfy the
additional consumption by producing and de-
livering more, which results in a higher value of
electronic payments. However, this relationship
is not necessarily deterministic, of course, so eco-
nomic growth does not automatically mean the
increase of electronic payments. Regarding the
development of the payments market, it is im-
portant to see the rate of increase in the value of
electronic transactions apart from the “natural”
expansion resulting from the economic growth.

In other words, in case of the development of
electronic payments, it is worth separating the
rate primarily related to the economic growth,
and the rate rather due to the development of
payments (e.g. the introduction of new pay-
ments, transactions increased due to the wider
availability of electronic payments etc.). With the
help of the indicator, we want to monitor the rate
of the increase in efficiency in the payments mar-
ket in addition to economic growth. Accordingly,
the indicator value above 1 shows that the devel-
opment of electronic payments is not only due to
the economic growth, but also to the increase in
efficiency in the field of electronic payments.

Chart 17: Annual additional growth of electronic payments in Hungary compared to economic growth
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5.1.4. Proportion of the value of electronic
purchases

Calculation method:

Total annual value of
electronic purchase
Proportion of the transactions
value of electronic

purchases

Annual household
consumption
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Source: MNB

Electronic purchase transactions: Currently, the
numerator of the indicator shows the data of
card payments among electronic payment meth-
ods as it is the most common alternative to cash
payments. Later, for example, with the expansion
of the acceptance network of instant payments,
the data of other electronic payments may also
be included in the data applied for the indicator’s
calculation.



The denominator includes the annual consump-
tion of households.

Value of indicator:
e 2021:37%
* Targetvalue: 62%

Content: The indicator of the ratio of the elec-
tronic payments can be easily compared at an
international level. The indicator shows the total
annual value of electronic purchases in the total
household consumption. A higher value of the
indicator refers to a more intensive use of elec-

Chart 18: Proportion of the value of electronic purchases

tronic payments among consumers, meaning
an increasing proportion of purchases are made
without the use of cash, so it also shows the de-
velopment of the electronic payments market
in Hungary. Based on international examples,
the most developed countries should be taken
into account in this indicator, so the aim is to ap-
proach their value. The average value of the ten
countries with the highest value in this indicator
was 62 per cent in 2021, so it would be a signifi-
cant improvement to reach this ratio in Hungary
by 2030.
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5.2. The use of electronic payment
solutions on the end-user side

In order to implement targeted measures to
achieve the main objective, the spread of electronic
payments, on the end-user side, it is worth tracking
the ratio of population having access to electronic
payment services or receiving their income elec-
tronically; the use of electronic payments among
account holders, and their activity; the distribution
of certain electronic payment methods and solu-
tions related to the total turnover.

5.2.1. Account penetration of people over 60
years old

Calculation method:

The number of
inhabitants over 60
years old with bank
Account penetration account
of people over 60

years old

The number of
inhabitants over 60
years old

The value of this indicator is calculated on the
basis of a household questionnaire survey,
therefore, unlike the other indicators, it also in-
cludes accounts with foreign service providers.

Value of indicator:
e 2020:71%
* Targetvalue: 91%

Content: A basic requirement to the use of
electronic payments is to have access to these
solutions, which can be mainly measured based
on the account ownership. The proportion of
account holders was 76 per cent in 2014 and
87 per cent in 2020, so for the total population
no further measures need to be introduced in
this field.

Chart 19: The ratio of the population’s access to bank accounts by age group
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Based on the distribution by age group, it is
visible that while at least 94 per cent of the
group under 60 years old have bank accounts,
this ratio is much lower, only 71 per cent in the
group above 60 years old. The MNB has not
investigated the coverage of the youngest age
group, under 18, in its research so far, how-
ever, the low number of self-employed indi-
viduals in this group and thus the number of
self-initiated transactions may contribute to
the achievement of the strategic objectives to
a small extent, while in the age group over 18
the coverage rate of account access is already
sufficiently high. In other words, while there
is no infrastructural reason for not using elec-
tronic payments in the young and middle-aged
groups, there is still room for improvement in
the case of the older age group. For them, it is
necessary to reach to open bank accounts that
they can use for credit transfers, or they can
order payment cards for. The target value of
91 per cent shows that in the case of older age
groups, itis also required to reach the generally
good account coverage, currently characteristic
of the Hungarian population. By reaching the
target value, it can be ensured that the meas-
ures encouraging the use of electronic payment
solutions can be carried out effectively in this
segment as well, as account coverage will be al-
most complete here too.

5.2.2. Proportion of people with only
electronic income

Calculation method:

Adults receiving

all their incomes

Ratio of people electronically
with only electronic
income Number of

adults

36 | Payments 2030

Value of indicator:
e 2020:75%
* Targetvalue: 80%

Content: Inhabitants receiving their income
in cash can be helped/motivated for the use
of electronic payments by targeted measures,
therefore, it is important to assess the propor-
tion of this group within the total population.
The ones receiving their incomes in cash can
be supported to deposit the income to their
account (if they have accounts). In addition,
employers can be encouraged to pay wages
electronically, if possible. Another important
consideration is that one of the barriers to the
use of electronic payments is the informal econ-
omy, and one of the easiest ways to measure it
is perhaps the proportion of income received in
cash. All of this does not mean that cash wages
should be banned, but as electronic incomes
become more widespread, the proportion of
people who do not use modern cashless pay-
ments because they are forced to use cash for
transactions in their daily lives will decrease.
The proportion of inhabitants receiving all their
income in cash has fallen over the years, from
21% to 15% in 3 years, based on 2017 and 2020
data. This has led to an increase in the share
of people receiving income partly in cash and
partly electronically to 8% by 2020, and to 75%
for those receiving only electronic income. By
2030, the target is to further increase the latter
ratio to 80 per cent.



Chart 20: Form of regular income
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5.2.3. Proportion of those who actively
transacting electronically

Calculation method:

Retail customers
making minimum 15
electronic transactions
Proportion of those per month
who actively use

electronic payments

Number of retail
customers

Retail customer: a person who has a bank ac-
count or bank card.

The monthly average of electronic transactions
per customer includes credit transfers (domestic
within and outside the bank, cross border credit
transfers, regular credit transfers, foreign curren-
cy transfers), direct debits, domestic and foreign
card purchases.

Value of indicator:
e 2021:39%
* Targetvalue: 50%

Content: Regarding retail end-users, it is impor-
tant to see the distribution of electronic trans-
actions. As we have already mentioned above,
in case of bank account penetration, only cer-

Chart 21: Ratio of inhabitants using electronic payments
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Every
payment
situation

tain subgroups encounter problems, but on the
whole, the households have bank accounts in a
significant proportion, and they can be used for
electronic transactions. On the other hand, it is
still a question how many people with bank ac-
counts use electronic solutions, and if they use
them, what the ratio of those who transact mod-
erately or intensively.

Based on the MNB's 2020 retail surveys, it can be
seen that 80 per cent of the adult population uses
at least one type of electronic payment solution.
Looking at payment situations separately, this
proportion is 68 per cent for bill payments, 31 per
cent of the population shop online, and 92 per cent
use an electronic payment solution when shop-
ping online. Further steps to improve payments
should first target the group of using electronic
payments partially, by identifying the underlying
reasons why they do not always pay electronical-
ly. The use of electronic payment methods can be
influenced by several factors, such as pricing or
whether cashless payment is available at all. For
bill payments and online shopping, this is ensured
in most cases, but there are still many situations
where consumers are unable to pay electronically
because of reasons beyond their control (e.g. pur-
chases on the market).
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Note: this chart includes ratios of the group of adults, and ratios of adults using electronic payments for bill payments and online pur-
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According to the data available to the MNB, 13
per cent of account holders do not use electronic
transactions at all, 48 per cent make only a low
number of them (1-15 transactions per month on
average), and 39 per cent of them make transac-
tions frequently (more than 15 electronic trans-
actions per month on average). Looking at the to-
tal number of electronic transactions, 16 per cent
are carried out by the group of those conducting
few electronic transactions, and the remaining 84
per cent can be attributed to those conducting a
lot of electronic transactions. The MNB's strategic
objective is to reduce the proportion of people

who have an account but do not use it for elec-
tronic payments, or only use it to a small extent,
i.e. as many people should start using electronic
payment solutions as possible on a daily basis
among those who otherwise have no infrastruc-
tural obstacles to do it. It is directly related to the
objective for the main indicator of the payments
strategy, the significant increase of electronic
transactions: increasing the ratio of customers
that more frequently use electronic transactions
to 50 per cent enables the majority of transac-
tions to be conducted electronically in 2030.

Chart 22: Distribution of the ratio of retail customers and electronic transactions between the groups defined

according to the use of electronic payments
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After categorising retail customers according to
their payment habits, incomes and age group, sig-
nificant differences can be seen between them.
Currently, a significant number of groups use
electronic payments occasionally. Since the aver-
age age and income are the lowest in this group,
it can be concluded that the group consists of a
large number of students and young workers. In
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Source: MNB

the medium term, there is significant potential
for growth in the number of transactions associ-
ated with this group, because its members have
already occasionally used electronic payment
solutions, so they know how these services work
and are willing to use them, and with the expect-
ed increase in their income, they will have the op-
portunity to carry out more transactions.



Table 1: Groups of the adult population with electronic income by transaction habits and other

sociodemographic characteristics in 2020

5.2.4. Proportion of customers using third-
party provider (TPP) services

Calculation method: The ratio of customers us-
ing third-party (TPP) services is analysed based
on several elements compiled:

o Number of accounts
subscribing for PISP or

The ratio of TPP AISP services

service users

Total number of
payment accounts

Value in 2021: 0.4%

O Number of accounts
from which credit
transfer was initiated

The use of payment by means of PISP

initiation (PISP) services

Total number of
payment accounts

Value in 2021: 0.001%

° Number of accounts
from which requesting
information by means

The use of account of AISP

information services
(AISP)

Total number of
payment accounts

Value in 2021: 0.4%

40 | Payments 2030

Average Average
Average Average
number number .
Number of . number of cash | income per Average
Group of card of credit . .
elements withdrawals per | capita per age (year)
payments per | transfers per
month month (HUF)
month month
L E S LIS 435 5.8 0.34 1.27 143,108 64.1
payers
Occasional
electronic 439 9.1 0.95 1.25 133,142 38.9
payers
Frequent
electronic 230 22.7 3.9 1.9 213,412 46.1
payers
Source: MNB

When determining the value of the indicator, we
take into account the largest subcategory value,
i.e. the case when customers use services be-
longing to at least one subcategory.

Value of indicator:

e 2021:0.4%

e Target: continuously increasing the ratio of
customers using TPP services until 2030

Content: The second European Payment Ser-
vices Directive (PSD2) enabled the regulated
market entry of the third-party providers (TPP),
and obliged the account provider payment ser-
vice providers to support the activity of TPPs in
a specified manner. The directive distinguishes
between two types of TPPs: payment initiation
service providers (PISP), which allow the initia-
tion of credit transfers, and the account infor-
mation service providers (AISP), which support
users to make better financial decisions by
querying and displaying account information
(transaction data). The appearance of TPPs can
strengthen competition in the payments market,
as well as support the improvement of financial
awareness, as it can contribute to switching to
account packages that provide more favourable
conditions among others. For all these reasons,
it is beneficial for Hungarian payments if more
users can familiarise themselves with these ser-



vice providers and take advantage of their ser-
vices. As the target value of the main strategic
indicator can be achieved in multiple ways, not
only by the extensive promotion of TPP services,
there is no specific target value set for this indi-
cator, the only expectation is the continuous de-
velopment of the Hungarian TPP service market.

5.2.5. Proportion of customers using
innovative payment solutions

Calculation method: Composite indicator of the
following elements:

. Number of cards
registered in mobile
The proportion of wallets
cards registered in
mobile wallets

Number of cards

Value in 2021: 13%

° Number of accounts
registered with a
Ratio of accounts Seconéjary?ccount
registeredwitha ~— —— identitier
secondary account ——
r%dentifier Number of accounts

Value in 2021: 1%

In order to define the value of the indicator, the
higher value of two indicators was taken into
consideration, assuming that there is significant
overlap between the users of the two types of
services. In the following years, with the develop-
ment of innovative payment services, the range
of sub-indicators may be expanded.

Value of indicator:
e 2021:13%
* Targetvalue: 58%

Content: The dynamic growth in the use of
mobile payment solutions is expected to con-
tinue in the coming years. With the widespread
use of mobile internet and smartphones, the
infrastructural conditions for the use of these
solutions have been facilitated, offering a num-
ber of advantages, including: the possibility
to use different data entry methods (e.g. QR
code, NFC); the possibility to tokenise payment
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data, thus making payments more secure; and
the possibility for the payer to immediately
check the completion of the transaction or the
balance of the account with the smartphone.
People who use modern, innovative payment
solutions tend to pay more frequently by some
form of electronic payment on a daily basis, so
increasing the ratio of these consumers in the
total population could also increase the use of
electronic payments.

There is also significant potential in the use
of instant payments to make cash payments
electronic. Instant payments, which were intro-
duced in 2020, are already accompanied by a
number of available services to make the use
of the new payment service easier. By means
of secondary account identifiers, beneficiaries
can receive money more easily as the payer
only needs to know the payee's phone num-
ber, email address or tax number to send the
money, instead of their bank account, which
is difficult to memorise. Data entry methods,
such as request-to-pay messages or QR code-
based data transfer, can also greatly facilitate
the initiation of transactions. On the one hand,
the indicator shows the extent of usage of
these services by consumers and, on the oth-
er hand, it may indirectly indicate the extent of
the appearance of additional services based on
instant payments in the Hungarian payments
market.

Similar to other sub-areas, this indicator does
not always relate directly to the achievement
of the electronic transaction target value, but
it can make a significant contribution to it. As
a result, it is essential to consider it a sub-area
in need of continuous monitoring and develop-
ment. The target value was determined based
on the adoption rate of contactless cards and
smartphones, among the innovative digital ser-
vices that have become widespread over the
past decade.



5.3. Ratio of electronic transactions
on the end-user side

In this section, we are going to examine the ratio
of the number of electronic transactions from var-
jous points of view, in order to see where and how
this value can be increased.

5.3.1. Ratio of use of innovative payment
solutions

Calculation method: Composite indicator of the
following elements:

o Number of card
based mobile wallet
transactions and
instant payments
initiated with QR code,

Ratio of mobile contactless (NFC) or

payment transactions deeplink
among electronic ——
gpayments Number of all card

and instant payment
transactions

Number of credit
transfers initiated in
response to a payment

Use of request-to-pay request

service ——

Total number of
instant payments if the
initiation channel was
online banking, mobile
banking or TPP (PISP)

Number of credit
transfers initiated to
a secondary account
identifier, which were

not initiated as a

response to
Use of secondary a request-to-pay
account identifier
service Total number of

instant payments if the
initiation channel was
online banking, mobile
banking or TPP (PISP)

Total innovative card
and instant payment
transactions

Indicator value
Total card purchase
and instant payment

transactions
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Value of indicator:
e 2021:9%
* Targetvalue: 54%

Content: Regarding innovative payments, it is
not sufficient to examine the ratio of consum-
ers using them, it is also vital to see the fre-
quency of usage, i.e. their ratio from the total
electronic payments in Hungary. The use of mo-
bile payment solutions and payment initiation
service providers, instant payments based on
requests-to-pay or secondary identifiers all rep-
resent a new opportunity for consumers to ini-
tiate electronic transactions more conveniently
and faster than before. If payments initiated in
these ways account for a significant proportion
of the total transactions, it means that not only
a small part of the population, who are more
inclined to technical innovation, use it, but they
have become widespread and available. When
determining the target value, the expansion
rate of contactless card usage was taken into
account, and it was modified according to the
additional usage features of payment solutions
shown in the indicator.

5.3.2. Ratio of free household credit transfers

Calculation method:

Number of free
individual household

Ratio of free credit transfers

household credit
transfers

Total number of
individual household
credit transfers

Free household credit transfers: the number of
transfers where no fee per transaction is charged.

Value of indicator:
e 2021:36%
* Targetvalue: 80%

Content: Pricing is an important aspect when us-
ing electronic payments. The ideal pricing is the
internationally common package pricing, where
there are no costs per transaction. In this indicator,
we examine the ratio of free transfers. The opti-
mal ratio is 100 per cent, as upon having free credit
transfers, there is no deterrent factor for custom-



ers to use them. It has already been achieved for
card payments, so it is a realistic objective for cred-
it transfers as well to make the majority of them
free of charge in the middle term, as banks cannot
charge transaction fees for credit transfers initiat-
ed by standardised data entry solution or request-
to-pay from 2023. It is also important to see that
this indicator must be interpreted together with
other indicators on the use of instant payments,
i.e.itis notappropriate if transactions become free

in the case of the current, relatively low number of
credit transfers per customer, but the proportion
of free transactions must improve in parallel with
the increase in turnover. Consequently, in order
to achieve the target value, it is necessary to pro-
vide payment solutions in a wider range than now
that can be used easily in every payment situation,
based on credit transfers, and as a result, a signif-
icant number of new transactions can appear at
this payment method.

Chart 23: Ratio of free household credit transfer transactions
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Source: MNB

5.3.3. Ratio of electronic bill payments

Calculation method:

Estimated annual
number of electronic

. . bill payments
Ratio of electronic ~ ——

bill payments

Estimated annual
number of bill
payments

Electronic bill payments: The bill payment data
before 2019 do not include the bill payments
made not through postal money orders or di-
rect debits (e.g. card payment online or in the
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service provider's local office, credit transfer),
while the continuously increasing payments of
postal money orders conducted with payment
cards in the post offices have formed part of
this indicator all the time.

Value of indicator:
e 2021:71%
* Targetvalue: 80%

Content: It is also worth looking at household
transactions by transaction situation (online
purchases, bill payments, purchases at physi-
cal locations), this indicator shows the ratio of



electronic transactions within bill payments. In
2021, the ratio of electronic transactions in bill
payments was 71 per cent, which means an
increase of nearly 47 percentage points since

2013. According to the MNB's calculations, the
target of 80 per cent, with a moderate growth
in bill payments, will adequately support the
achievement of the main strategic objective.

Chart 24: Electronic payment of utility bills and other service charges
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5.3.4. The rise of electronic payments within
retail payments of the smallest value

Calculation method:

Median value of
electronic payments
Indicator value

Median value of cash
payments

Electronic and cash payments: electronic and
cash transactions mostly conducted in physical
payment situations according to the online cash
register database.

Value of indicator:

e 2021:2.4

The median of electronic payments is 2.4 times
the median of cash payments.

* Targetvalue: 1.4

Content: Currently, the ratio of electronic pay-
ments is higher in case of higher-value purchas-
es, i.e. consumers typically pay cash for low-value
transactions. This is also evident from the data
in the online cash register database, where most
transactions were conducted in physical payment
situations, and more than 80 per cent of these

transactions are below HUF 5,000. Regarding

non-electronic transactions, the share of transac-
tions below HUF 5,000 is more than 85 per cent,
so the share of electronic payments could be in-
creased significantly by redirecting purchases of
this value.

Since we need a multi-annual indicator to get a
realistic view of changes over time, we compare
the median of electronic payments to the median
of cash payments, taking the ratio of the two as
the value of the indicator. The optimal value is 1,
because in this case the median of electronic pay-
ments and cash payments would be the same, so
there would be no difference between payment
methods depending on the value of the trans-
action, as is currently the case. However, this is
not expected to be achieved in the foreseeable
future. In 2021, the indicator was 2.4, a signifi-
cant improvement over recent years, as in 2015
the median value of electronic payments was 3.9
times that of cash. Therefore, the target value for
this indicator, taking into account the decreasing
trend between 2015 and 2021, is to reduce the
indicator to 1.4 by 2030, i.e. the median value of
electronic payments should be less than one and
a half times the median value of cash payments.

Chart 25: Top quartiles of cash and electronic transactions in 2021 and median ratio of electronic and cash

payments from 2015 to 2021

HUF HUF
8000 8000
7000 7000
6000 6000
5000 5000
upper
4000 / JLEldlC 4000
3000 3000
median /
2000 // 2000
1000 lower 1000
/ quartile
0 0

Cash Electronic
transactions transactions

45 | Payments 2030

4,0 o 4,0
3,5 3,5
3,0 3,0
2,5 2,5
2,0 2,0
15 1,5
1,0 1,0

2015 2016 2017 2018 2019 2020 2021

== Electronic median / Cash median
== Target value 2030: 1.4

Source: NTCA, MNB calculations



5.4. Financial awareness and attitude
related to electronic payments on the
end-user side

In addition to the ratio of electronic payment users
and the ratio of electronic transactions, it is also im-
portant to examine how the population generally re-
lates to electronic payment solutions, whether they
like using them/would like to use them, and whether
they are sufficiently aware of their advantages.

5.4.1. Proportion of those who prefer
electronic payments

Calculation method:

Number of adults
who prefer electronic
payments

Indicator value
Total number of
adults

Ratio of customers preferring electronic payments:
At least one of the following statements is true:

* If | had the chance, | would be happy to use

cashless solutions everywhere.

e | primarily use a bank card or credit transfer
because | consider it safer.

* | primarily use a bank card or credit transfer
because | consider it more convenient.

Value of indicator:
* 2020:48%
* Target: increase continuously

Content: As we have presented above, due to the
significant developments of infrastructure and the
changes of the legal framework, cashless alterna-
tives are available in most payment situations. As
a result, the more people prefer to use electron-
ic payments, the more electronic transactions can
be expected. Exploring the underlying motivations
can also be interesting, for example, as to why
someone prefers electronic payments, since those
who do not currently use these payment solutions
might change their habits if they knew their advan-
tages. In 2020, 48 per cent of the adult population
preferred electronic payments, 29 per cent would
pay cashless everywhere, 33 per cent prefer them
because of security, and 39 per cent because of
convenience.

Chart 26: Ratio of customers who prefer electronic payments
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5.4.2. Knowledge on electronic payments

Calculation method: Evaluation of the answers
given to various questions about current knowl-
edge on electronic payments.

Current knowledge:
* knowledge of instant payments
* knowledge of secondary account identifiers

Over the years, the topics covered are constantly
being expanded with questions assessing differ-
ent knowledge.

Value of indicator:

* 2020: as this field always assesses knowledge
on current topics and innovative services, and
thus the questions are constantly changing,
it is not possible to set an aggregate indica-
tor value and target, but progress can be as-
sessed individually within each topic, current-
ly the indicator includes the knowledge values
assessed in 2020

* Target value: the values of different types of
knowledge should increase continuously over
the years

Content: In order to use electronic payments,
people need to know about their existence, op-
eration, pricing, terms and possibilities of use,
as well as the benefits they can take advantage
of, for instance, convenience and security. Ac-
cordingly, it is recommended to assess their
knowledge on electronic payment services.
The current questions are related to instant
payments, and later on, the scope of questions
may place more emphasis on the most rele-
vant questions of financial awareness. So the
primary focus of questions will centre around
the areas of payments to be developed. We as-
sess the value of the knowledge respectively
for each question, and the aim is to increase
the values of the given knowledge assessed
throughout several years. Accordingly, we do
not assign a specific aggregate value or a spe-
cific target value to this indicator, but rather
monitor the progress achieved in certain ques-
tions. When designing targeted actions to im-
prove knowledge, it is also useful to consider
the evolution of knowledge of other digital ser-
vices, not necessarily financial, which may also
influence the effective implementation and ef-
ficiency of the measures.

Table 2: Surveying the knowledge of the adult population on instant payments in 2020

47 | Payments 2030

Yes

Instant payments were launched on 2nd March, so payees are able to receive credit transfers within 5 750

seconds at any time of the day. Have you heard about this? 0

Did you know that you can register your phone number, email address or tax number as a secondary 31%

account identifier, so people can address credit transfers to these identifiers to transfer money to you? 0
Source: MNB



5.4.3. A decrease in the level of costs of
payments

Calculation method:

Number of customer
categories per
electronic transaction
numbers where the
MNB's cost reduction
expectations were met

Indicator value
Total number of
customer categories
per electronic
transaction numbers

The MNB's expectations for cost reduction:

e Cost differences between customers should
be reduced:

* the standard deviation of the real value of
the average monthly costs of the current
year within the categories per electronic
transaction numbers should not be higher
than the standard deviation measured in
2021.

* Average cost levels should decrease:

* inthe current year, the real value of the av-
erage costs within the categories per elec-
tronic transaction numbers should be lower
than the median value of the real costs and

e the median value of real costs should not
exceed the median value of 2021.

Our important assumption is that the cheap or
free services provided by fintech companies and
the innovative instant payments being free from
2023 will make it possible for the minimum val-
ues in all categories not to increase significantly.
If this is not met, a new methodology is needed
to evaluate the fulfilment of the MNB's expecta-
tions regarding cost reduction.
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Value of indicator:

* 2021: 2021 is the base year, against which the
value of the indicator is calculated in subse-
quent years

» Targetvalue: 100% (i.e. reduce the differences
between customers in each customer cate-
gory per electronic transaction numbers, and
make customers pay less on average)

Content: It is very typical that many consumers
are not using the bank account package most suit-
able for them, and based on their payment habits,
a cheaper account package would be available to
them, or they use services that could be replaced
by free of cheaper alternatives (e.g. text message
services, which can be quite costly in certain cas-
es, and which could be replaced by mobile bank
notifications as a free alternative). Examining the
groups according to the average monthly elec-
tronic transactions, it appears that in each group
there is a customer who pays significantly more
than another customer with similar transaction
habits. It also means that presumably, there is a
significant proportion of consumers who could
take advantage of more favourable, cheaper ac-
count packages or services instead of the current
ones, but they do not change their account pack-
ages due to the (supposedly) difficult process of
switching, or the difficulty in comparing account
conditions. It is important that customers use the
account package and services that best suit their
payment habits, as on the one hand, the relative-
ly high costs directly restrict the more intensive
use of electronic payment services since multiple
services or the higher number of transactions
would directly increase the costs, on the other
hand, they can indirectly affect the customers'’
opinion on these services. If customers deem
these services are usable only occasionally or in
the absence of cash payment options due to the
high costs, it can hinder the more intensive use in
these groups of customers in the long term.



Chart 27: Monthly costs related to payments of household customers based on the groups by the average

number of electronic transactions per month
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Table 2: Standard deviation, average and median per number of electronic transactions in 2021 (HUF)
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Average number of electronic transactions per month
0 | 15 | 610 | 11-15 | 1620 | 21-25 | 2630 | 31-35 | 3640 | 41-45 | 46:50 | 51-55 | 56-60 | 61+
standard | | | | 1559 | 2976 | 2498 | 2,337 | 2450 | 2514 | 2576 | 2771 | 2832 | 2995 | 3381 | 3281 | 5068
deviation
average | 574 | 1,542 | 1,995 | 2,162 | 2,302 | 2,454 | 2,594 | 2,737 | 2,914 | 3,069 | 3254 | 3,444 | 3,599 | 4415
median | 111 | 1,167 | 1,583 | 1,736 | 1,867 | 2,002 | 2,132 | 2,251 | 2,391 | 2,517 | 2.661 | 2,798 | 2,906 | 3,395
Source: MNB



Furthermore, it is important that customers are
provided detailed information and an easy and
proper comparison of the parameters of differ-
ent account packages. It can be supported with
extensive information on and easy access to the
statement of fees, and by the MNB's bank account
selector programme. In addition, even account in-
formation (AISP) and personal financial services can
provide information in the future, which can offer
new, more favourable account packages by taking
the customer’s transactions and financial situation
into account, and monitoring the opportunities
available on the market. It is also important that
customers take advantage of this opportunity and
switch to a more appropriate account package or
service available to them. In this area, the current
situation can be improved primarily by educating
consumers. For these reasons, it is reasonable to
monitor changes in the pricing of account packages
and services in the strategy. In order to reach the
target value by the end of 2030, the cost difference
between customers in the different groups of elec-
tronic transaction numbers and the average fees
paid will have to be reduced.

5.5. Development of payments on the
supply side

For a long time, the main objective in case of re-
tailers has been to ensure card acceptance, and
in line with this, the focus has been on moni-
toring the acceptance rate and examining the
underlying reasons for non-acceptance. With
the introduction of instant payments in March
2020 and the mandatory provision of electronic
payments by retailers obliged to use an online
cash register from 1 January 2021, electronic
payments are now available in almost all pay-
ment situations, so the focus is on encouraging
the use of electronic payments, which can best
be monitored by looking at the fees charged to
retailers and the proportion of electronic pay-
ments per stores.
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5.5.1. The ratio of acceptance costs to
turnover paid by the smallest retailers

Calculation method:

Acceptance costs of
the smallest retailers
Indicator value

Their electronic
turnover

The smallest retailers: Retailers with a quarterly
electronic payment turnover of HUF 0 and HUF
1 million.

Electronic turnover: we are currently examining
card turnover, later on, it will be supplemented
with instant payments as well.

Value of indicator:
e 2021:2.4%
* Targetvalue: 1.5%

Content: Smaller retailers still face significantly
higher acquiring fees as a proportion of turno-
ver. In the case of the smallest retailers with a
quarterly card turnover of less than HUF 1 mil-
lion, the share of payment service providers'
revenues from retailers in relation to the card
payment turnover of the retailers in question is
2.4%. While this is an improvement compared
to the value in 2020, it is still very high, espe-
cially when compared to retailers with higher
turnover. Accordingly, the aim in this area is to
reduce the current high acceptance fees for the
smallest retailers to at least the current level
of acceptance fees for other retailer catego-
ries. This is important because, in many cases,
retailers can effectively influence shoppers’
choice of payment method at the point of sale,
but this requires that retailers do not incur high
additional costs by using electronic payment
solutions more intensively.



Chart 28: Ratio of acceptance costs to payment card purchase turnover by merchant categories according to

quarterly payment card turnover (2013-2020)
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5.5.2. Electronic payment transactions at the
accepting merchants

Calculation method:

Number of stores,
where the ratio
of electronic
transactions is more
than 50 per cent
Indicator value

Number of stores

Stores: retail units of taxpayers with the same ac-
tivity by district in the online cash register data-
base, which mainly covers transactions requiring
personal presence.

Value of indicator:
e 2021:20%
* Targetvalue: 40%

Content: As of 1st January 2021, retailers

obliged to use online cash registers have to pro-
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2017

@ HUF1-2,5million

0
2018 2019 2020 2021
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Above HUF 250 million
Source: MNB

vide electronic payments, therefore, instead of
analysing the rate of providing acceptance, it is
better to analyse the ratio of electronic trans-
actions per store in future studies. At least 50
per cent of transactions are settled electroni-
cally in around 20 per cent of the stores, and
31 per cent of all electronic transactions re-
corded in online cash registers appear in these
stores. At the same time, the rate of electronic
transactions is only between 0-10 per cent in
a quarter of the stores, which suggests there
is still considerable room for improvement.
The growing trend in the use of electronic pay-
ments and the obligation of retailers required
to use online cash registers to provide elec-
tronic payments anticipate a positive future
for the growth of electronic transactions. By
2030, itis considered to be an appropriate and
realistic objective that electronic transactions
shall be in majority in 40 per cent of retailers,
i.e. the ratio of electronic transactions shall be
50 per cent or above.



Chart 29: The ratio of electronic payments at Hungarian retailers
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5.6. Summary of the indicators and main values of the Payments Development

Indicator Set

Financial awareness
and attitude related to
electronic payments on
the end-user side

prefer electronic payments

Category Description Value in 2021 Target for 2030
Minimum 60 per cent of
transactions in case of
The ratio of the number of 1y extensive, gineral stimulation
electronic transactions ’ _ofusage
Minimum two-thirds of
transactions in case of further
targeted measures
. Concentration on the
Key indicators electronic payment services 2199 Maximum 2,000
market
Annual additional growth
of electronic payment; 1.1 Every year above 1
compared to economic
growth
Proportlon_of the value of 37% Minimum 62%
electronic purchases
Account penetration of 71% (2020) Minimum 91%
people over 60 years old
FLiepeliieln O [pCE[E O il 75% (2020) Minimum 80%
only electronic income
) Proportion of those
Use of electronic who actively transacting 39% Minimum 50%
payment solutions on electronically
the end-user side Proportion of customers
using third-party provider 0.4% Shall increase continuously
(TPP) services
Proportion of customers
using innovative payment 13% Minimum 58%
solutions
Ratio of use of |nnonat|ve 9% Minimum 54%
payment solutions
Ratio of free household credit 36% Minimum 80%
. . transfers
Ratio of electronic : —
transactions o‘n Ratio of electr?nlc bill 71% Minimum 80%
the end-user side PEPIEE
The rise of electronic
payments within retail 24 Maximum 1.4
payments of the smallest
value
Proportion of those who 48% (2020) Shall increase continuously

Knowledge on electronic
payments

The values of the constantly changing sub-indicators are
included in the publications that monitor the fulfilment
of the strategy

A decrease in the level of
costs of payments

2021 is the base year,
against which the value of
the indicator is calculated in

100%

subsequent years
The ratio of acceptance
£ costs to turnover paid by the 2.4% Maximum 1.5

Development o smallest retailers
payments on the E—— .
supply side ectronic payment N

PPly transactions at accepting 20% Minimum 40%

merchants
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