PREPAID
DRIVER OF
PAY TEC H
I N N OVATI ON
IN CANADA

Prepaid solutions are a valuable part of Canada’s financial
services ecosystem, serving Canadians with innovative products
and services. They provide economic benefits for governments
and businesses and drive security and financial inclusion for
Canadian consumers.
Prepaid is a preferred platform for innovation, providing Canadian
fintechs, paytechs, and challenger banks a foundation to bring
new products and services to market quickly. The
Canadian Prepaid Providers Organization (CPPO) hosts
an annual symposium on the state of the prepaid
industry. The 2019 CPPO Prepaid Symposium took
a deep dive into prepaid as a foundation for
payments innovation and bringing new
consumer-friendly financial
products and services to
the Canadian market.
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AT A GLANCE
In its third year, the CPPO Prepaid Symposium
is the premier educational and networking
event dedicated to the prepaid industry in
Canada. The annual, one-day gathering for
payments leaders attracted more than 100
senior-level delegates from all parts of the
prepaid ecosystem to discuss key industry
trends, case studies, and opportunities for
industry growth. The 28-speaker lineup
included fintechs, challenger banks, regulators,
retailers, networks, financial institutions and
software developers from Canada and the US.
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$4.3 billion dollars were loaded onto open-loop
prepaid products in 2018 in Canada
The prepaid industry is growing at a steady
pace. According to research by Mercator
Advisory Group released at the event,
$4.3 billion dollars were loaded onto openloop prepaid products in 2018 in Canada –
up 17.1 percent between 2016 and 2018.1
Prepaid products provide the familiarity,
security and flexibility of traditional card
instruments at lower cost and less risk
than other forms of payment. In addition,
prepaid platforms are being used in Canada
as a foundation for innovation, enabling
firms to bring new and innovative solutions
to market for:
consumers, businesses, and governments.

There remains significant opportunities for
growth in the market. From enhancements in the
product offering to the launch of new prepaid
segments and growing participation from
paytechs and fintechs, the Canadian prepaid
market is rife with prospects for growth as the
payments industry evolves, many of which were
explored at the 2019 CPPO Prepaid Symposium.

2019 PREPAID SYMPOSIUM HOT TOPICS
• Frictionless, real-time payments
is the future
• Challenger banks + neo banks
are on the rise
• B2B = major growth area for prepaid
• Enhanced use of AI is the secret weapon
for customer centricity
• Real-time rail brings opportunities and more
competition to prepaid
• Collaboration is key for compliance
and shaping regulation
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Mercator Advisory Group, The Canadian Open-Loop Prepaid Market: 2018, 2019
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PREPAID IS A DIGITAL BANKING TOOL
Kelley Knutson, president of Netspend, a
leading US provider of prepaid solutions,
pointed out that prepaid has transformed
from a “customer acquisition product”
into a broader digital banking tool that
is going more mainstream. Historically,
prepaid has been used as a bank account
replacement, a first touchpoint and
entry into the financial ecosystem for
underserved consumers. According to
Knutson, the evolution of prepaid has
also given rise to the role of physical
prepaid cards and virtual accounts in
compartmentalization, or bucketed,
spending and usage.*

“The prepaid industry needs
to change our narrative and
not be afraid to talk about
the prepaid infrastructure,
our innovation and our
end-to-end capabilities.
Our goal should not
necessarily be to become
the primary deposit account
relationship holder, but to
compartmentalize consumer
spend with brands consumers
know, trust and want to
conduct business with,”
said Knutson.
While the industry has seen steady
growth over the years in Canada,

Knutson stressed that it is still nascent
compared to the prepaid industry
in the US market.

MARKET SIZE*
$4.3 BILLION CAD
$665 BILLION USD

BANKED POPULATION**
99%
94%

CONSUMER TRUST IN BANKS

HIGH
LOW/MEDIUM

MARKET
MATURITY STAGE

GROWTH
MATURE
Source: Netspend
*Mercator Advisory
Group research
**The World
Bank

KELLEY KNUTSON
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OPEN-LOOP PREPAID MARKET
CATEGORIES

1. CONSUMER
FUNDED CARDS

1.

2. CORPORATE
FUNDED CARDS

3. CAMPUS

3. GOVERNMENT
FUNDED CARDS

5. IN-STORE GIFT CARDS

CASH ACCESS

2. BUSINESS TIME AND EXPENSE
4. DIGITAL CONTENT
6. GOVERNMENT
7.

INSURANCE CLAIMS

8. PAYROLL & BENEFITS
9. PETROLEUM
10. UTILITIES
11. TELECOM
Source: Mercator Advisory Group
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THE PAYTECH PLATFORM FOR
INNOVATION
In recent years, prepaid has emerged as the tech platform that is
changing the speed at which new financial products can hit the
market, thereby heavily supporting fintech innovation. According
to a Deloitte study commissioned by the CPPO, prepaid has
become a key platform that brings together traditional and nontraditional capabilities and services into a compelling experience
for the end user. Fintech investment in Canada is growing with
over $750 million invested per year, of which prepaid products
support some key players. 2
“The term prepaid seems limiting now. It
used to differentiate between pay before
and pay later products but 'prepaid' has
evolved its value as the hub of the tech
stack bringing products to market quickly,”
said Mike Tasevski, former vice president
of business development at Mastercard.

According to the Mercator study, total
loads increased across corporategovernment- and consumer-funded
cards but General Purpose Reloadable
(GPR) cards recorded the highest loads
at $2.5 billion as a result of challenger
banks increasingly turning to prepaid’s
flexible technology as a platform for
innovative consumer banking solutions.
STACK, one of Canada’s prominent
challenger banks, announced at the
Symposium its partnership with
alternative payments provider Payment
Source, in a bid to target the millennial
population to spend and increase
the power of their dollar. STACK uses
intuitive technology and customizable
tools via the user’s mobile device to
deliver a smarter way to spend, save and
KPMG, “The pulse of fintech Q3 2017: Global analysis of investment in fintech”, 2017

2
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ANNUALLY, CANADIAN BUSINESSES
& GOVERNMENT AGENCIES SEND
share money with no fees and has added a
real-time in-person cash and debit load
capability to its program through Payment Source.

>$550 million
cheques

Prepaid also has the potential to provide businesses
with a modern, traceable and convenient payment
method and to extend to governments increased control
and visibility, while reducing costs associated with cheques.

YET

AVERAGE COST OF A
CHECK ISSUED
IN CANADA:

According to Deloitte, the average cost of a cheque issued in
Canada is $15. An electronic payment is less than a dollar, yet
Canadian businesses and government agencies send more than
550 million cheques annually, primarily due to the need for
administrative processes and a clear audit trail, costing the economy
$5.8 billion.3

$15
AVERAGE COST
OF AN
ELECTRONIC
PAYMENT:

<$1

Underserved Canadians can pay between $5 to $45 dollars
for services like cheque cashing, NSF fees and other
premiums per NSF and overdraft charge or around $900$1200 a year.4 Conversely, the same consumer would pay
about $60 a year to transact through a prepaid product.
“We are not replacing banks; we are offering complementary value to the core services
people get from their banks,” said Albert Lang, vice president of marketing and strategy
at Payment Source.
Meanwhile, prepaid products eliminate several cheque-associated costs – including
processing, reconciliation, and mailing – and provides enhanced security features
that combine the record keeping rigor of a traditional cheque audit process with
a modern, digital payment product.
Prepaid also provides a tool for organizations to deliver financial services
to underserved Canadians by offering traceable and easy access to
funds without overdraft fees and providing a platform for related
products, such as micro-loans and insurance, as a first step towards
other financial products.
Payments Canada, "Canadian Payment Methods and Trends", 2017
4
“Overdraft is another way banks win and you lose”, Financial Post, April 6, 2013.
3

ALBERT
LANG
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AI WILL CONTINUE TO ENHANCE
CUSTOMER CENTRICITY AND
IDENTITY VERIFICATION
Discussions around prepaid as a
capability illustrated organizations’
commitment to customer-centricity
through the application of AI. From a
retail perspective, Alvin Chan, payments
innovation lead at Ravel by CF, a new
business entity disrupting the shopping
centre landscape in Canada, highlighted
the need to create new experiences for
consumers with ever-changing demands
by predicting what the consumer
wants. And that extends beyond retail
to include financial services too. “It’s
not enough to be where our clients are.
We need to be where we think they’d
need us,” added Sam Paulos, director of
prepaid services at RBC. “We now have
the ability to gather enough rich data
to understand where clients are in their
lifecycle, what they need and what we
can provide in terms of significant
value adds.”

an objective pioneered in Canada by
Flinks to democratize access to credit.
Mrunal Shah, director of strategy and
partnerships at Paytm, drew on India’s
use of retina scans and thumbprints for
digital identification and suggested that
we decide how intrusive we want to get
and where to draw the line in terms of
what would be the most effective yet
socially acceptable. “While Canadians
are generally comfortable with
governments storing their data, it is
important to give people control
over the data,” said Robert
Devries, assistant deputy
minister of platforms at
Ontario Digital Service
(Ontario Ministry of
Government and
Consumer
Services).

AI is also starting to play a bigger
role in identity verification, although
bridging the physical and digital identity
worlds remains a point of contention.
One of the promises of AI is the
evolution of KYC in financial services,

SAM
PAULOS

MRUNAL SHAH
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CONSUMER ENGAGEMENT IS
THE ULTIMATE DEMAND DRIVER
FOR FINTECH SOLUTIONS
With Canadian consumers holding 175 million memberships in customer loyalty
programs, it’s no secret that Canadians absolutely love rewards.5 According to
business models of rising fintechs STACK and KOHO, prepaid products don’t
have to be fee-based to offer rewards. In addition, Paytm is one example
of a payment technology solution that is the first to reward disciplined
behaviour. It capitalizes on Canadians' well-known love of loyalty
programs to reward by turning bill payment – a painful task for most
people – into a fun activity by earning rewards.
Canadian consumers tend to be happy with the status quo
of financial services until they are offered a new solution
with an added value. Today, most financial institutions are
sitting on a lot of transactional data, but it is not shared
with consumers in a meaningful way. Banking apps,
for example, are currently a solitary experience and
riddled with people’s habits, that include bad
decisions. “Why not leverage the community
aspect of the bank instead, to share financial
literacy tips and offers and rewards that
empower consumers?” suggested Tom
McTague, senior director of global
financial services at InComm.
COLLOQUY, Loyalty Census, 2017

5

TOM MCTAGUE
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COLLABORATIVE
USE OF
TECHNOLOGY
LEVELS THE
PLAYING FIELD
BETWEEN
SMBs AND
LARGE
RETAILERS
In a dynamic and ever-changing digital
age, medium and small retailers have
limited resources to compete with the
larger corporations on the physical front,
let alone on the digital one. However,
the collaborative use of technology, as
illustrated by a partnership between
InComm and Atlantic Prepaid, can
remove barriers to entry for SMBs and
allow for creative ways to sell through
rewards, loyalty programs and customer
experiences that seamlessly blend instore and digital commerce.

“The challenge to working with SMBs
is the diversity,” said Mazen Kishawi,
founder and head of Atlantic Prepaid.

“There isn’t one school of
business they all subscribe to
in terms of profitability and
how they run their business.
Their smaller budgets,
legacy market concept
and lack of resources to
pilot a new program are
other challenges that make
technology adoption riskier.”
Atlantic Prepaid segments a chaotic
market and provides SMBs with a
risk- and investment-free option to
deliver seamless activations of prepaid
products. InComm extends the
technology, process and data
analysis to help future-proof
SMBs and ensure they remain
competitive. Together,
they’ve worked with
more than 2000
SMBs to date.

MAZEN KISHAWI
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LOYALTY PROGRAMS AMONG
PREPAID-BASED SOLUTIONS ARE
EVOLVING BUT THERE’S ROOM
FOR PROGRESS
Progress in prepaid loyalty has been
slow especially when compared to credit
cards. “We need to take the prepaid
card out of the equation and talk to
merchants about the accounts we can
bring in through a mutually beneficial
partnership,” said Mike Tasevski,
former VP of business development at
Mastercard. Merchants are willing to
fund offers if it’s with the right partner.
Discerning consumers join programs that
are seamless, extend instant gratification,
and offer a transparent value proposition.
“Giving clarity about the redemption
process is also very important,” said
Daniel Eberhard, CEO and founder of
KOHO, which is one example of a prepaid
loyalty program that extends cash back
bonus to its cardholders.
"Uber and Payfare Partner to Pay Driver-Partners Right
Away”, Uber website, April 17, 2017.

6

Payfare is another example where 83%
of users have opted for the in-app ‘cash
out now’ feature to get their money
even faster than its traditional
daily deposit.6 In addition to
providing financial solutions
to Uber drivers, Payfare
has also created a loyalty
program that includes
discounted mobile
phone plans and
roadside car
assistance.
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THE REAL-TIME RAIL: BOTH AN
OPPORTUNITY AND THREAT FOR
PREPAID
Canada has been slow to implement
effective real-time payments capability,
open banking, and ISO 20022, the lack
of which have slowed down market
OF CANADIANS DO
innovation in payment technology.
MOST OF THEIR
However, more than two-thirds (68%) of
BANKING DIGITALLY
Canadians now do most of their banking
digitally, using online and mobile banking,
according to Canadian Bankers Association, indicating massive
opportunities in the continuous development of innovative, usercentric capabilities and solutions.7

68%

“We are building the real-time rail to be a
catalyst for competition and innovation
in payments by addressing known
friction in payments today,” said
Sue Whitney, former senior
principal of modernization
at Payments Canada. In
addition to freeing up
funds, the realtime rail opens
the door
for other

companies who didn’t have the funding
to take part in the money movement
business and will engage more
technology players, notes Peter Read,
chairman of the CPPO board. While a lot
of ingenuity will come to life as real time
rails launch in Canada, competition is set
to increase as a result.
“What were probably going to see more
of is tier two banks starting to look at
ways to engage the broader fintech
community to leverage a whole slew of
technology services,” said Ben Harrison,

Canadian Bankers Association, "Focus: How Canadians Bank," 2017

7
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partner at Portag3 Ventures. The rail’s
ability to pose as either a threat or an
opportunity depends on how quickly it
becomes available for consumers and
businesses. “While we are excited about
the innovation it opens up, waiting for
the RTR doesn’t prevent innovation from
happening,” according to Harrison. The
reality behind challenger banks, as seen
in other countries like the UK, is that
they are opening new accounts, but
consumers aren’t necessarily switching
to them as their main banks.

DISRUPTION
IS THE NORM:
EMBRACE IT
Futurist and fintech expert Jim Marous
gave a keynote address about disrupting
yourself which remains relevant
in today's world. The digital age is
changing consumer behaviour at an
unprecedented pace. Consumers expect
speed, convenience, integration and
security, and the payments industry is
expected to embrace new technologies
to keep up. Countries with the most
innovative financial offering are those
that, unlike Canada, have little legacy in
their financial systems.

“Resting on laurels prevents
us from moving forward and
embracing change,”
said Jim Marous, co-publisher
of The Financial Brand and owner
and publisher of the Digital
Banking Report.

BEN
HARRISON

That being said, a number of disruptions
in the payments space are already
driving change in the Canadian payments
ecosystem and new solutions are being
created through convergence of various
technologies.

JIM MAROUS
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WHAT LIES AHEAD FOR
PREPAID…
Prepaid solutions are and will continue
to be a valuable part of Canada’s
financial services ecosystem. In addition
to its use as a modular technology
platform, prepaid still has room to evolve
in the consumer space, whether through
new verticals or bucketed spending. B2B
applications that replace the costs and
hassles of cheques also hold a lot of
promise in the Canadian market.
According the Deloitte, Canadian
businesses spend an estimated $2.9
billion to $6.5 billion per year processing
cheque-based payments.8 As the prepaid
industry expands their offerings and
refines their products, cheque usage is
an indicator of areas with high payments
friction where prepaid can drive benefits

CANADIAN BUSINESSES
SPEND AN ESTIMATED

$2.9 $6.5 billion
PE R Y E A R P R O C E S S I NG
C H EQU E- B A S E D PAYM E NTS

and alleviate costs. Prepaid can also
play a role in improving inclusion for
impacted communities across Canada
by providing low-cost, convenient
and accessible payment options to
underserved consumers including lowincome residents and new immigrants.
Prepaid is not without its challenges,
however. There is some concern that
prepaid is a great launchpad as a
tech stack for challenger banks and
paytechs but lacks the value prop to
carry programs to mass scale. Also, the
way the market is structured from the
standpoint of debit doesn’t allow for the
generation of revenue for the debit card
issuer, which locks out new players with
deposit account propositions. Challenger
banks in other countries, for example,
are able to ride the debit rails and reap
the benefits that come with that, but that
appears not to be feasible in Canada at
the moment.
Uncertainty in the regulatory framework
may also impact long term decisionmaking and resource allocation. An
engaged question and answer session
with Gabriel Ngo, advisor of financial
crimes policy at the Department of
Payments Canada and EY, "How Can Payments Modernization Benefit Canadian
Businesses?", 2018

8
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Finance, spurred excellent dialogue. The
CPPO government relations committee
continues to work closely with Federal
regulators, along with the provinces to
ensure that prepaid is understood and
remains viable as the framework evolves.

To sign up for CPPO prepaid
updates and to get on the
invite list for the 2020 CPPO
Symposium, connect with us
via info@cppo.ca
T O R O N T O , O N TA R I O 2 0 1 9

Going forward, prepaid solutions should
be careful not to continue to reference
themselves as a card-based product. “It
is important that we think about prepaid
not in terms of what we can do but what
we can grow into. Thinking of prepaid
as a digital account can start opening up
our eyes in terms of what the real-time
rail can do behind the scenes,” said Miro
Pavletic, CEO and founder of STACK.
One thing is for sure: prepaid solutions
are popular and supporting innovative
paytech solutions in Canada and around
the world. The CPPO is committed
to facilitating its growth by bringing
awareness and education to Canadian
consumers and businesses through a
collaborative environment.

GABRIEL NGO

JACQUELINE SHINFIELD

