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"PAYMENT: A PROFITABLE AND GROWING BUSINESS" 

 International travel still weighs on transaction volumes 

 New services to support long-term growth 

 While the connected economy promises more integration 

 

 

 CHART OF THE WEEK: "Valuation of payment sub-sectors vs. long-term EPS growth" 

 

FINANCIAL MARKET ANALYSIS 

Payment system companies have underperformed so far this year, with the exception of Adyen (+44%). 

Visa, Mastercard and PayPal lost -1%, -2% and -4% respectively, partly due to revised earnings outlook 

and M&A concerns.  

Indeed, during its third quarter earnings announcement, Visa provided disappointing guidance for 2022, 

with revenue and earnings per share expected to grow by c.10% compared to initial expectations of c.20%. 

MasterCard did not provide 2022 earnings guidance, but the stock fell along with peers. Similarly, Fiserv 

and Global Payments stocks price fell following cautious estimates for 2022 as the Covid-19 pandemic 
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continued to weigh on business volumes. Indeed, most companies in the sector charge a fee as a 

percentage of transaction volumes. This is therefore a key variable to monitor in order to assess future 

revenue growth potential. 

In addition, industry leaders are likely to make strategic acquisitions in an industry where maintaining a 

leadership position and containing competition from start-ups is paramount. Economies of scale 

become key but external growth increases operational risks when integrating acquisitions. 

 

1- International travel still weighs on transaction volumes 

While international travel gave hope for improved results during July/August, payment volumes remain 

far below pre-covid levels. The significant recovery in international travel will support the performance 

of stocks such as Visa and Mastercard but 2019 levels are unlikely to be reached before the second half 

of 2022. It is this realization that is causing companies to revise their growth targets downward. 

Consumers also appear to have paused in their buying spree after the end of government subsidies. US 

non-auto retail sales volumes rose by 13.8% year-on-year between July and September, slowing from 

26.2% in the second quarter (see Fig. 2). This slowdown could be somewhat offset by the rise in oil prices 

at the pump, which will support the volume of transactions. 

 

Fig. 2 - US sales more volatile and lower than the growth in card purchase volumes (%)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2- New services to support long-term growth 

While international travel is taking longer than expected to recover to pre-pandemic levels, online retail continues 

to grow. The continued adoption of e-commerce for cross-border purchases could lead to increased revenues for 

Visa, Mastercard and Globale-e Online in the coming quarters. Global-e is the world's first platform that enables 

and accelerates direct-to-consumer cross-border e-commerce, a business gaining momentum.  
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Many developed and emerging countries still make very little use of Visa/Mastercard services. The penetration 

of these markets offers great growth opportunities (see Fig. 4). Payment infrastructures, regulations and systems 

all have very local characteristics, creating great complexity within a global trade environement. The capability of 

their networks allows Visa and Mastercard to be the single point of connection for their customers and help them 

transfer value safely. 

 

Fig. 4 - Under-penetrated markets still offer good growth prospects  

 

 

 

 

 

 

 

 

 

 

BNPL (Buy Now Pay Later) payment options is the rising financial service that appeal to millennials and Generation 

Z and that merchants need to offer to facilitate online sales. This type of short-term financing allows consumers to 

make purchases and pay for them at a later date, often without paying interest. For now, this sector is dominated 

by Fintechs (e.g. Klarna and Affirm), but as established players like Visa, Mastercard, PayPal enter this growing 

market, the economy of scale should work in their favour. 

The BNPL payment market is still only 2% of global online sales but could reach USD 1,2 trillion by 2024 (see Fig. 

5). The COVID-19 pandemic has had a positive impact on this market. With the crisis limiting household income, 

demand for cash remains high. In addition, banks are often discouraged from extending credit in difficult economic 

environments. In such cases, BNPL's solutions help customers pay their bills in installments. In addition, many stores 

choose to offer the BNPL option at physical points of sale (POS) to enhance the shopping experience, build 

customer loyalty and, most importantly, provide innovative financing that is often fee-free (see Fig. 6). 

 

Fig. 5 - BNPL a large and expanding market Fig. 6 - Why US consumers use BNPL services? 
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The development of B2B fintech services is also booming. While Mastercard is best known for its network 

of credit cards connecting consumers to businesses, the payment company also offers B2B financial 

services such as the Track Business Payment Service, a unit that facilitates transactions between 

businesses. The potential market for this type of service is huge, given the $125 trillion in payment flows 

made by businesses worldwide each year. Businesses accelerated their transition to digital payment 

methods during the pandemic, discovering in the process that streamlining the payment process often 

saves time, provides greater security, better tracking of transactions and more satisfied customers overall. 

 

3- While the connected economy promises more integration 

Some payment networks offer their services to an entire ecosystem integrated on a digital platform, thus 

creating new and differentiated commercial experiences. The first to have oriented their business model 

in this direction are the Chinese giants Alibaba (Alipay) and Tencent (Weixin Pay). 

Despite the cancellation of the merger between PayPal and Pinterest, a complete integration of the 

various connected players is taking shape all over the world: from social networks to online merchants 

and to payment solutions. This trend is helping to make the shopping experience more fun and boost 

margins of companies that have opted for this strategy.  

Adyen, a payment company based in the Netherlands, benefits from the digitalization of the economy 

and the emergence of connected platforms. It enables businesses to accept payments from websites, 

mobile phones or simply in-store. Its payment processing customers include some of the fastest growing 

internet platforms, such as Spotify, Alibaba and Uber. Merchants only need to interact with Adyen 

instead of dealing with all the steps in the process like risk management, processing, authentication, 

etc. All these steps are handled by Adyen. Competitors include Stripe, Square, Venmo for Business, PayPal 

and Amazon Pay. 

 

Fig. 7 - Illustration of integrated digital platforms  Fig. 8 - Digital life according to Weixin  

 

   

 

 

 

 

 

 

 

 

Source: Tencent company report, Atlantic Financial Group 
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Conclusion: 

For many players, the economic slowdown due to covid is only temporary and is often compensated by 

the general digitalization of the economy. The ecosystem around payments is very large and is still 

growing with the arrival of start-ups that disrupt the leaders but also help to grow the market through 

more efficient services to consumers, merchants and businesses. The sector is far from mature and is 

expected to consolidate but also to be regulated to reassure the various stakeholders. Innovation in 

payments is just beginning and it is very likely that investors will continue to be interested in the sector 

over the next few years. 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 757.1         72.55 1.6% 6.7% 19.1% 16.9% 27.3%
USA (S&P 500) 4 698          76.39 2.0% 8.2% 26.5% 18.4% 31.5%
USA (Dow Jones) 36 328       70.64 1.4% 5.9% 20.5% 9.7% 25.3%
USA (Nasdaq) 15 972       78.05 3.1% 10.7% 24.6% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 483.6         73.02 2.5% 6.4% 24.5% 0.8% 27.3%
UK (FTSE 100) 7 304          63.07 1.0% 3.3% 16.6% -11.4% 17.2%
Switzerland (SMI) 12 322       65.71 1.8% 6.3% 18.4% 4.3% 30.2%
Japan (Nikkei) 29 507       57.52 2.5% 6.4% 9.5% 18.3% 20.7%

Emerging (MSCI) 1 264          44.48 0.0% 2.3% -0.2% 18.8% 18.8%
Brasil (IBOVESPA) 104 824     38.90 1.3% -5.1% -11.9% 2.9% 31.6%
Russia (MOEX) 4 207          49.02 0.6% -0.7% 33.0% 14.8% 38.4%
India (SENSEX) 60 198       50.51 0.1% 1.4% 27.0% 17.2% 15.7%
China (CSI) 4 848          44.47 -1.4% -0.4% -5.4% 29.9% 39.2%

Communication Serv. (MSCI World) 115.48       57.78 1.3% 2.6% 15.9% 24.2% 25.1%
Consumer Discret. (MSCI World) 433.5         79.43 3.6% 12.8% 15.1% 37.0% 28.2%
Consumer Staples (MSCI World) 283.9         71.25 2.0% 5.1% 8.3% 8.8% 22.4%
Energy (MSCI World) 198.0         55.88 0.4% 2.1% 42.5% -27.7% 13.9%
Financials (MSCI World) 154.8         58.07 0.1% 4.2% 28.2% -3.1% 24.1%
Health Care (MSCI World) 359.4         56.51 0.0% 4.9% 14.6% 15.4% 23.3%
Industrials (MSCI World) 334.2         68.15 1.7% 5.9% 17.1% 11.8% 27.2%
Info. Tech. (MSCI World) 561.2         75.66 3.0% 10.3% 24.5% 46.2% 47.5%
Materials (MSCI World) 355.6         50.72 0.4% 3.8% 11.9% 21.6% 20.8%
Real Estate (MSCI World) 226.5         54.29 -0.1% 4.8% 18.6% -5.7% 24.0%
Utilities (MSCI World) 155.4         55.89 0.3% 3.4% 5.5% 4.8% 22.3%

Bonds (FTSE)
USA (7-10 Yr) 1.46% 63.60 0.9% 1.2% -2.0% 9.3% 7.4%
Euro Area (7-10 Yr) 0.03% 59.83 1.9% 0.6% -1.6% 4.5% 6.7%
Germany (7-10 Yr) -0.28% 68.33 1.2% 1.3% -1.7% 3.0% 3.0%
UK (7-10 Yr) 0.85% 64.25 1.8% 1.9% -3.8% 5.4% 4.8%
Switzerland (7-10 Yr) -0.21% 58.01 1.5% 0.3% -1.8% 0.4% 2.0%
Japan (5-10 Yr) 0.06% 63.74 0.3% 0.1% 0.1% -0.1% 0.0%
Emerging (5-10 Yr) 4.53% 62.02 1.0% 1.4% -1.5% 5.2% 13.3%

USA (IG Corp.) 2.13% 62.36 1.1% 1.9% -0.1% 9.9% 14.5%
Euro Area (IG Corp.) 0.34% 62.32 0.9% 0.4% -0.1% 2.8% 6.2%
Emerging (IG Corp.) 5.16% 28.57 -0.1% -0.5% -2.7% 8.1% 13.1%

USA (HY Corp.) 4.04% 72.51 0.6% 0.8% 5.0% 7.1% 14.3%
Euro Area (HY Corp.) 3.25% 61.05 0.5% 0.3% 3.5% 2.3% 11.3%
Emerging (HY Corp.) 7.23% 44.48 0.5% -0.1% -1.8% 4.3% 11.5%

World (Convertibles) 461.0         65.07 1.2% 4.0% 7.7% 38.8% 17.3%
USA (Convertibles) 630.9         64.41 1.3% 4.8% 9.7% 54.5% 22.8%
Euro Area (Convertibles) 4 161          63.22 1.1% 1.6% 1.1% 6.1% 7.6%
Switzerland (Convertibles) 186.5         57.50 0.7% 0.0% -0.2% 0.5% 2.4%
Japan (Convertibles) 201.8         58.03 0.8% 1.6% 3.8% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 719.9         76.74 n.a. 0.0% 7.2% 2.5% 9.3%
Distressed 956.7         76.17 n.a. 1.1% 11.3% 1.5% 1.4%
Event Driven 811.6         78.63 n.a. 0.6% 12.8% 3.1% 8.2%
Fixed Income 391.5         78.32 n.a. 0.0% 4.7% 2.2% 6.1%
Global Macro 1 197.3      74.31 n.a. 1.6% 8.9% 2.0% 10.4%
Long/Short 908.3         68.75 n.a. -1.5% 6.1% 3.6% 12.2%
CTA's 341.7         56.45 n.a. 0.9% 8.2% -3.2% 9.0%
Market Neutral 284.6         60.86 n.a. -0.4% 4.1% -0.1% 1.6%
Multi-Strategy 689.7         76.25 n.a. 0.0% 5.9% 1.4% 7.3%

Volatility
VIX 16.48         46.86 1.4% -22.6% -27.6% 65.1% -45.8%
VSTOXX 16.40         41.54 -6.9% -26.2% -29.8% 67.5% -41.5%

Commodities
Commodities (CRB) 567.7         n.a. -0.6% 1.6% 27.9% 10.5% -1.9%
Gold (Troy Ounce) 1 817          60.33 1.3% 3.4% -4.3% 24.9% 18.3%
Oil (WTI, Barrel) 81.27         52.66 -3.3% 3.0% 67.5% -20.5% 34.5%
Oil (Brent, Barrel) 83.44         54.35 -1.7% -0.7% 61.2% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 94.262       56.53 0.4% 0.2% 4.8% -6.7% 0.2%
EUR 1.1565       43.95 -0.4% 0.0% -5.3% 9.7% -2.2%
JPY 113.53       44.42 0.4% -1.1% -9.1% 5.3% 0.9%
GBP 1.3487       35.92 -1.3% -0.9% -1.3% 2.8% 3.9%
AUD 0.7402       47.60 -1.6% 1.3% -3.8% 9.5% -0.4%
CAD 1.2448       50.17 -0.6% 0.2% 2.2% 1.8% 5.0%
CHF 0.9132       57.48 -0.4% 1.6% -3.1% 9.8% 1.4%
CNY 6.3975       58.67 0.0% 0.7% 2.0% 6.7% -1.2%
MXN 20.342       52.49 2.5% 1.8% -2.1% -4.9% 3.8%
EM (Emerging Index) 1 731.9      54.02 0.0% 0.6% 0.7% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 


