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BNPL is a key growth area in Payment markets

Buy Now Pay Later (BNPL), also known as Deferred Payment Credit, offers
consumers a flexible way to manage some types of spending. Initially becoming
most prominent as an online payment option, BNPL has expanded into physical
stores, allowing shoppers to split purchases into interest-free instalments. For some
consumers, this provides a helpful budgeting tool.

BNPL services first launched in the UK in 2014 and over the last decade became
one of key growth areas in payment markets. According to Worldpay’s Global
Payments Report, the BNPL market in the UK went from negligible a decade ago to
encompassing 8 per cent of all online and physical POS payments. Growth is
expected to continue although at a slower place for the remainder of the decade as
Worldpay forecasts BNPL's share of UK payments to be 9 per cent by 2030.

Number of users increases, but frequency of use remains
stable

The National Payments Study (NPS), a continuous market research survey
conducted on behalf of UK Finance by Ipsos, which questions a 2,000 nationally
representative sample of individuals, provides a wealth of information about
consumers who report using BNPL services.

The 2024 NPS data reveals that, despite a challenging economic landscape, usage
of BNPL services increased as 25 per cent of UK adults used BNPL at least once
during the year. This compares with 14 per cent of adults using BNPL at least once
in 2023. The increase in number of users is not reflected in frequency of use as the
share of those that used BNPL monthly or more often remained unchanged (33 per
cent). As the BNPL user base expands, there has been some movement from daily
and weekly to monthly use indicating that some new adopters might be sporadic
rather than frequent users. In contrast, average spend saw significant growth in 2024
(4 per cent), well above the CPI inflation rate (2.5 per cent). The average BNPL
purchase in the UK is now £114.

The demographic groups that tend to use BNPL have broadened over time. When
BNPL services launched in the UK, usage was higher among female users, but the
gender gap narrowed up until 2023. That changed again in 2024 when the gap
widened again. In 2024, 22 per cent of male and 28 per cent of female consumers
used BNPL. Despite the widening gender gap in 2024, BNPL has now built solid a
user base amongst consumers of both genders.
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Chart 1. Use of BNPL services by gender, 2024
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Young consumers tend to use the payment method more than older cohorts and the
age group with the most BNPL users in 2024 was 25- to 34-year-olds. In this age
group, more than 1 in 3 consumers are BNPL users.

Early adopters of new payment trends tend to be over-represented among younger
cohorts and as BNPL is a still relatively new payment method (in payment markets
terms), it is not surprising that more among the young are users. In the recent past,
contactless payments and mobile wallets followed a similar pattern, appealing first to
younger age groups before being adopted by older consumers.

Another reason behind the popularity of BNPL among younger consumers is that
they do not have extensive credit histories to support access to other forms of
unsecured credit which may also explain why they are more drawn to BNPL.

That said, the biggest growth in user numbers in 2024 occurred among 55- to 64-
year-olds. In this age group, the proportion of BNPL users more than doubled from
10 per cent in 2023 to 21 per cent in 2024.
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Chart 2. Use of BNPL services by age group, 2024
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There aren’t significant differences in BNPL usage by social grade, but use of BNPL
appears to be slightly higher among consumers in middle and high-income
households. This contradicts one often made assumption that BNPL services are
more popular among low-income consumers.

Chart 3. Use of BNPL services by income band, 2024

32%
30%

24%

Income < £25k Income £25k to £50k Income > £50k



UK Finance BNPL trends in the UK

Fashion purchases increase, while technology declines

In recent years, fashion had been giving ground to other categories in the BNPL
market, including household goods, but also services such as event tickets and
travel. However, in 2024 clothes, jewellery and shoes regained ground and
represented almost half (46 per cent) of all BNPL purchases, not only retaining but
reinforcing its position as the largest category in BNPL payments.

Domestic electrical equipment (13 per cent) and other non-electrical household
goods (9 per cent) are the second and third largest categories.

Whereas categories within fashion increased their share of BNPL payments,
computer hardware has been losing ground over the last 3 years and is now only 5
per cent of total volume.

Other categories in a declining trend include cosmetics and media which have both
seen significant declines since 2022.

In the United States, growth in BNPL payments in the grocery sector has been
perceived as a piece of the cost-of-living puzzle. Although UK consumers
experienced higher inflation than their American counterparts in the last few years,
BNPL has not made inroads in the grocery sector.

In fact, the share of groceries within BNPL has remained stable at 3% since 2022.
This is despite the fact that some grocery retailers in the UK, including Tesco, now
offer BNPL as a payment option online. Even in cases where BNPL is not provided
as a payment option, consumers can use one-time BNPL cards to pay for their
shopping. The stability in grocery’s share within BNPL revealed by the NPS data
indicates that none of these factors are helping BNPL make gains in the grocery
channel.
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Chart 4. BNPL purchases by category, 2024

Competitive landscape sees consolidation

BNPL providers charge a transaction fee to retailers who see BNPL as a way to
increase sales value and potentially attract new customers. Although consumers that
stick to their repayment schedules do not incur fees, there can be fees incurred once
consumers fail to meet their repayment schedule. In 2024, 5 per cent of all BNPL
users said that they had incurred late payment fees. A plurality of users (41 per cent)
was either not very concerned or not concerned at all about getting into debt due to
excessive use of BNPL services, whereas almost a third (31 per cent) were
concerned about debt problems resulting from BNPL use in 2024.
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Consumers who used BNPL services in the UK in 2024 were mostly likely to report
using Klarna, Clearpay or PayPal Pay in 3. There has been consolidation in the
BNPL sector over the last two years and although the number of players participating
in the market remains large, the vast majority of consumers reported using one of
the three services mentioned.

What next for BNPL?

Despite impressive growth in recent years, BNPL is facing challenges. New
regulation in this market is expected to come into effect in 2026, including mandatory
affordability checks designed to ensure that lending is carefully managed and that
consumers avoid taking on excessive debt.

At the moment, the FCA has powers to intervene under the Consumer Rights Act
and has done so in cases where it deemed BNPL contracts to harm consumers.
Once new regulations come into force, BNPL firms will be under the direct remit of
the FCA. In addition, consumers will gain the right to complain to the Financial
Ombudsman Service (FOS) and benefit from Section 75 of the Consumer Credit Act
for purchases, which currently applies to qualifying purchases made with credit
cards. The FCA proposals also include requiring BNPL to offer support to customers
that may be in financial difficulty.

Another challenge the BNPL sector has had to contend with in the last few years is
the rise in interest rates. Operating in an environment of high interest rates has had
an impact on the profitability of BNPL companies that rely on borrowing to fund their
lending. On the other hand, high interest rates have made BNPL interest free
repayments more competitive against credit cards and other traditional forms of
credit for consumers. From this follows that interest rate cuts can revert the effects,
higher profitability but lower comparative advantage against using other forms of
unsecured credit.



