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The Canadian small As e-commerce growth has exploded due to consumer shifts, it's become more important
bUSi ness Mma rket than ever for small businesses to move towards digitally enabled payments.

remains a key
eCOﬂomIC d r|Ver Key economic gl"OWth * 81% of all small businesses are willing

tointegrate new technologiesinto

their operations.*
AN O * 61% would be willing to move away
. O from cash, if they had other options.

* 67% of small businesses are willing to move

il
Total GDP contribution away from cheques, if they had other options.®

* 90% of small business owners moved
a portion of their operations online.*

Digital is the path forward

* 40% of small businesses accelerated

- ) O technology investments (sales and
Priil O customer service).*

* 81% are planning to offer contactless service.*

Projected increose in + 51% of small businesses are looking
e-commerce sales in 2022 YoY3 to secure digital payments.

nment of Canada-Key Small Business Statistics (Innovation, Science, and Economic Development Canada

2 How Do Small Businesses Earn Customer Loyalty 2020.
3. eMarketer 2021

4. Small Business Trends-Salesforce 2021

5.2018 Payments Canada-Payments Pulse: SMB Survey Edition




Small businesses are critical
to the Canadian economy

» 98.1% of businesses in Canada
are small businesses

* Small business owners employ
almost 63.8% of Canadians

* 95% of consumers say trust is
why they are more likely to be loyal
to a small business?
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Small businesses
in Canada.?
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Sources!
1. Government of Canada-Key Small Business Statistics
(Innovation, Science, and Economic Development Canada

2. Statistics Canada. "Analysis on small businesses in Canada,
first quarter of 2022", March 2022



Accepting payments online, engaging new customers, setting up
| digital storefronts and brands — there are endless tasks associated
with navigating a post-pandemic world as a small business.

The small
business
journey

Digital
Enablement

i

Access to Capital

It's one of the most fundamental small business needs.
Today, Al and open banking are changing traditional
underwriting processes. Still, small businesses struggle
to get approved for traditional lending products.

In a post-pandemic world that's
undergone rapid technological
change, small businesses face a
complex set of problems. Many
predate the pandemic, like
managing cash flow, while others
are new, like accessing new
payment networks, fighting
ransomware, and utilizing open
banking data for better, more
consistent access to lending
products.

This is frequently cited as one of the most
$ critical small business problems. 76% struggle
$% with cash flow, as one third of SMBs struggled
$$% to make their bill payments in April 2020.

Cash Flow
Management

This journey explores some of
these challenges and how
Mastercard is helping small
businesses solve them.

@@ The financial and digital threats facing small businesses
today are immense. 72% of small business owners are
more concerned than ever about cyberattacks. 24% of

SMBs have experienced an increase in cyberattacks.

Operational
Efficiency

By working with partners worldwide, Mastercard can
help improve operational efficiency and maximize
customer connections through special offers on
essential productivity and financial tools.




CHALLENGE & CONTEXT

Canadian e-commerce growth is
expected to hit multiple milestones

Retail Ecommerce Sales in Canada, 2020 - 2026
Billions of CA$, % change and % of total retail sales
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CHALLENGE & CONTEXT

Digitization of payments continues to accelerate, and consumers
continue to leverage new digital payment methods

New payment journeys,
driven by the shift towards
digital commmerce, is creating
new ways to bring the
consumer purchasing journey
to the next level

1. US Ecommerce forecasts 2021, Insider intelligence, July 2021
2. US payment users will surpass 100 million this year, Insider Intelligence, March 2021
3. NAM Global Foresights, Insights & Analytics: Omnichannel & Emerging Payments Pulse Survey, 2021

4. Global Foresights, Ins ghts & Analytics: Omnichannel & Emerging Payments Pulse Survey, U.S. 2021
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By 2025, Mobile payment users expected to increase to
125M, a 24% increase from 20212.

71% of consumers say they have access to more ways
to pay compared to 20203

49% agree that they have tried new payment methods
in the last year that they wouldn't have tried otherwise
(e.g., mobile wallet, digital first card)*




Online
experience for
small business

Trends, threats,
best practices
and free resources




When most consumers checkout online, they often sacrifice
convenience for security

Fraudsters are finding creative While consumers value increased convenience,
ways into digital environments security concerns remain top of mind
Ly x » /1% 8 /7%
Digital fraud is 4x that of consumers agree that saving of consumers want assurance that
of physical fraud?! their payment card credentials the payment options offered to
makes it more convenient to make them are secure?
payments?

1. NuData Internal Analytics
2. Mastercard Credential on File Consumer Research, US, February 2021

10 3. Global Foresights, Insights & Analytics: Omnichannel & Emerging Payments Pulse Survey, U.S. 2021



Businesses are routinely faced with these four pain points and are
challenged to find a checkout solution that addresses them all

Low conversion rates
O is the average cart abandonment rate
é Q / across all industries, and $260 billion
O worth of lost orders are recoverable

through a better checkout experience.!

Risk of losing customers due to false declines
O of consumers would never place an
3 3 / order with a merchant again if they
O were falsely declined during their

first checkout.3

Increasing cost of fraud

is what U.S. e-commerce merchants (on
3 é O average) now spend for every $1 of fraud
. committed on their platforms. This cost

has risen by over 15% compared to the
pre-COVID time period.?

ts/cart-abandonment-rate
ost of Fraud Study, 2021

w N

g ecommerce-answers/what-are-false-declines
Credit Suisse, Payments, Processors, & Fintech Report, 2021
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Cost of alternative checkout solutions
O plus an additional $0.30-$0.50 per
2 . 3 / transaction are costs charged by some
O alternative checkout solutions and

digital wallets *



REASON TO ACT

Striking the balance between fraud
mitigation and an optimal consumer
experience will allow you to address
these challenges and seize the
opportunity in the growing world of
digital commerce to:

@ Drive sales
@/ Retain customers

@/ Increase profitability per customer

12

Security

&

I Convenience



Focus on three key points to improve
experience and reduce fraud

&

Checkout Tokenization Authentication

&
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Understanding the landscape of various digital solutions will help
business optimize their consumer experience
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Fast few clicks

Easy no password,
biometrics

Secured with tokens

Transparent know
what is being used

One-click guest checkout

Checkout via consumer profile

(> Clickto Pay

@ rakuten.com

Rakuten

ORDER SUMMARY

Subtotal (1 tem) $133°
Shipping & Handling $0°
Sales Tax $0°
58 Points Applied -$0s8

Order Total $1324

Apple Pay, Google Pay...

World Elite

7512 3412 3456

Latest Transactions

Sugartice Smokehouse

Credential on File

Payment

A it Cash ©

$0.00

Add cash

Payment defaults

Payment methods

@  Mastercard 1182
@  Mastercard 7678
[s7a]  Apple Pay

P Paypal

Y

Underpinned by
Tokenization & Authentication




ONE-CLICK GUEST CHECKOUT

A fast, convenient and secure
solution, embedded directly
into current guest checkout
flow, that makes online
shopping a breeze

etc) offers a simple and secure checkout experience,
giving consumers instant access to their preferred
cards on every device.

%@ Digital wallets (such as Click to Pay, Apple Wallet

Designed to boost conversions, this improved
o-Q@-o checkout offers the latest security. It also removes
=0~ friction that means consumers do not have to re-

enter their name, address and card details

To leverage one-click checkout, connect with
your merchant acquirer
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Cart (1item)

Athletic shoe

Order summary

Subtotal: $110.00

Shipping Calculated at next step

Click to Pay: Fast, secure checkout

O | @ visa [ =

o - World Elite Mastercard
- Cash Back Mastercard

+ Add a card




CHECKOUT VIA CONSUMER PROFILE

Credential on file allows consumers
to use their stored credentials for
seamless purchase experience,
especially for repeat customers

or recurring transactions

5

~0~-

16

Consumers can store their information
(name, address, card details etc) with the
business for easy checkout

This method is fast gaining important and also
allows business to understand their consumer
behaviour (e.g. purchase patter etc). This also
requires businesses to be PCl compliant

Credential on file can also be supported
by tokenization

Payment

A wftCash @
$0.00

[+ %)

Add cash Auto refill

Payment defaults

. Personal
- Mastercard 1182

Business
Mastercard 7678

Payment methods

[ ) Mastercard 1182
Mastercard 7678
Apple Pay

PayPal




TOKENIZATION

Tokenization helps
prevent fraud and
improve approval
rates by ~3%

To leverage tokenization, connect with
your merchant acquirer

*The tokenization standard is managed by EMVCo, including description of the
payment tokenisation ecosystem, terminology definitions, key responsibilities,
and defining each entities role within the ecosystem
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What is tokenization

The process of replacing a card number with an encrypted

surrogate value called a token

o

Card
number

© 2022 Masterca
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Authenticati

Build trust & improve security with‘
sacrificing the customer experience




Authentication Vs Authorization

Authentication: Authorization:
s this customer actually who Should this transaction
they say they are? be approved or declined?
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Authentication in Action

20

A3

L

Let's watch a video that

showcases how Mastercard
can help a business
increase approvals while
minimizing fraud risk

Il » ) ——e— 2:25/5:47

Link:
https://psc.mastercard.com/o/file-share-view/?uuid=4f45add6-0135-4e88-b4af-a504354ff783

d. Proprietary and Confidential

© 2022 Mastercar


https://psc.mastercard.com/o/file-share-view/?uuid=4f45add6-0135-4e88-b4af-a504354ff783
https://psc.mastercard.com/o/file-share-view/?uuid=4f45add6-0135-4e88-b4af-a504354ff783
https://psc.mastercard.com/o/file-share-view/?uuid=4f45add6-0135-4e88-b4af-a504354ff783

Digital commmerce is the new normail
and securing this channel is more
important than ever

Consumers Business

need trust and a smoother experience want to OVOid fraud and keep sl low
while transacting online while selling as much as possible

21 ‘



Authentication Benefits:

@ Gain transaction insights around your customers such as IP address, device used to
make transaction, etc. that help you confirm if the customer is who they say they are

Avoid fraud losses and reduce operational costs

Provide trust to your customer while shopping online.

etary and Confidential
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v~ One click checkout can reduce cart abandonment rate

v Choose the checkout that best suits your business
e.g. do you have many recurring transactions

v Tokenization is a process to replace card numbers with
an encrypted surrogate value

v" Tokenization can help improve approval rates - adding
to increased revenue

v" It will also reduce fraud and improve security

v" Lack of authentication leads to higher costs and lost
revenue for businesses

v Enabling authentication can reduce fraud

V" Better authentication can also help reduce
operational costs
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Questions




