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A�rm and Klarna embark
on new growth
opportunities as the
BNPL space heats up
Article

A�rm and Klarna both moved to strengthen their positions in the buy now, pay later (BNPL)

market, which is expected to reach $680 billion by 2025, per Kaleido Intelligence.

https://www.businesswire.com/news/home/20200922005066/en/Buy-Pay-Digital-Spend-Led-Klarna-PayPal
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Here’s the scoop:

BNPL keeps getting more popular. In July 2020, 37.65% of US adults had used a BNPL

service—by March 2021, that figure shot up to 55.8%, per The Motley Fool, indicating a

substantial rise in consumer demand and adoption. And that momentum will likely continue:

More than 50% of consumers who haven’t used a BNPL service are at least somewhat likely to

use it in the next year, according to Fool. A�rm’s and Klarna’s recent moves should help them

capitalize on growing BNPL popularity as they bring their solutions to more customers.

But competition is �erce—making growth opportunities all the more important. A�rm,

which once dominated the US BNPL market, has quickly lost US market share to foreign

players: In Q4 2018, A�rm accounted for 78% of US BNPL app downloads, but by Q1 2021,

that figure had deflated to just 16%, with Klarna and Afterpay each marking up 34% and 26%

of BNPL app downloads, respectively, according to Sensor Tower. In-store expansion and

mobile solutions in part helped Klarna pull more customers into its ecosystem and quickly

become a formidable competitor in the BNPL space. Meanwhile, firms like Uplift that capture

niche sectors such as travel in the BNPL market and are also contributing to heightened

competition. A�rm’s Shopify partnership should help it regain market share by tapping into a

larger pool of customers, and Klarna’s recent funding might go toward developing additional

retail solutions as it looks to expand its global footprint, boosting market share.

A�rm and Shopify made Shop Pay Installments available to all US Shopify merchants.
Shopify began testing the A�rm-powered BNPL solution last summer. The integration lets

approved customers split purchases into four biweekly, interest-free payments. A�rm’s

partnership with Shopify—which works with more than 1.7 million global merchants—could

further boost its volume: A�rm’s gross merchandise volume grew 83% year over year (YoY) in

its fiscal Q3 (ended March 31, 2020). It’ll also help boost the platform’s user base, which is

projected to hit 6 million in the US this year, per Insider Intelligence forecasts.

Klarna raised $639 million in funding, bringing its valuation to a whopping $45.6 billion. This
cash injection follows a $1 billion funding round in March. The Sweden-based firm says the

funding will go toward global expansion. The cash injection should also help sustain growth

from Q1: Klarna’s gross merchandise volume grew 90.9% YoY in the period, hitting $18.9

billion. It may also help the firm reach a larger user base, which is expected to climb to 21.9

million in 2021, per our forecasts.

https://www.fool.com/the-ascent/research/buy-now-pay-later-statistics/#:~:text=56%%20of%20Americans%20have%20used,had%20used%20a%20BNPL%20service.&text=In%20July%202020,%20only%2037.71,in%20less%20than%20a%20year.
https://content-na1.emarketer.com/buy-now-pay-later-report#The_Appeal_of_BNPL_Solutions
https://content-na1.emarketer.com/affirm-no-longer-dominates-us-buy-now-pay-later-market
https://www.klarna.com/international/press/klarna-expands-its-popular-in-store-payment-offering-in-the-us/
https://thepaypers.com/mobile-payments/klarna-launches-mobile-shopping-app-in-the-us--1243251
https://www.prnewswire.com/news-releases/buy-now-pay-later-leader-uplift-launches-partnership-with-vegascom-as-las-vegas-nevada-tops-list-of-summer-travel-hot-spots-301309091.html
https://www.affirm.com/press/releases/shop-pay-installments-launch
https://www.businesswire.com/news/home/20200722005239/en/Affirm-Partners-Shopify-Exclusively-Power-Shop-Pay
https://news.shopify.com/shopify-announces-first-quarter-2021-financial-results
https://content-na1.emarketer.com/affirm-builds-consumer-merchant-networks
https://forecasts-na1.emarketer.com/60c2c83d05a6460578e47d5c/60c2b7d1b7de1e0d10bc39fa
https://www.klarna.com/international/press/klarna-secures-additional-funding-as-consumers-demand-smarter-alternatives-to-shop-bank-pay/
https://www.klarna.com/international/press/klarna-ceo-challenges-tech-to-focus-on-global-sustainability-in-1-bn-funding-round/
https://forecasts-na1.emarketer.com/60c2c83d05a6460578e47d5c/60c2b7d1b7de1e0d10bc39fa
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