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Why We Find Digital Payments Compelling
May 12, 2020
As a consumer, you may not spend much time thinking about the series of connections and interactions that take
place within a few seconds after you swipe your credit card, click “complete purchase” on a screen, or tap your
smartphone on a sensor.
But what goes on behind the scenes is changing the world, and is even more important as individuals further
embrace all things digital in the wake of the COVID-19 pandemic.
But as investors who are focused on finding opportunities for sustainable value creation for our clients, we believe
that what goes on behind the scenes comprises a compelling opportunity that deserves attention.
When we find an industry that is experiencing double-digit growth driven by clear, long-term secular trends, with
high profit margins and a potential market size of $30 trillion (or more), our interest is piqued, to put it mildly.
The shift from cash to noncash payments around the world—while occurring at different rates and in different
forms—is indisputable. And it underpins what we believe is a unique growth opportunity.
This trend is supported by secular shifts that include the growth in e-commerce, as well as services, such as
ridesharing and buying tickets to a concert on the secondary market, that are made possible by the ubiquity of
cellphones.
Although earnings multiples for many global payments companies are high, we believe those multiples are
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warranted based on the exceptional outlook for growth that we feel is durable and still underappreciated. We also
believe that concerns about “disruption risk” in the industry are largely overstated.
We think the total potential market for the payments industry is more than $30 trillion in volume,[1] and that is a
conservative estimate based only on the business-to-consumer (B2C) market. If the untapped potential of the
business-to-business (B2B) market is viewed as a “free” option for investors, the growth opportunity is nothing
short of staggering.
Moreover, the global payments industry is both highly complex and highly attractive, with growth opportunities
and risks that differ by segments within the industry and by geography.
This complexity creates opportunities for us as disciplined, fundamental managers to identify the aspects of the
value chain that are best positioned to capitalize on the growing and shifting pools of profitability across
payments.
Within each segment, our rigorous, bottom-up approach—which focuses on aspects such as return on invested
capital and a company’s ability to use its excess cash flow to drive growth and strengthen its competitive
advantage—can help us to identify the companies with the potential to outperform over the long term.
We created this blog series to explain why we believe that opportunities in the payments industry are so
compelling. After reading it, we think you will have a new appreciation for how much value and investment
opportunity is being created each time you—and billions of fellow consumers around the world—make a purchase
in the rapidly expanding noncash economy.
In our next post, we will discuss one aspect of the payments industry that makes the investment opportunity
particularly compelling for fundamental managers: the fact that the industry represents a truly enormous
addressable market that continues to expand due to strong, durable secular tailwinds.
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[1] PayPal. 2018.
D.J. Neiman, CFA, partner, and Hugo Scott-Gall, partner— co-directors of research for the global equity
team—contributed to this blog post.
Daniel Hill, CFA, is a research analyst on William Blair’s Global Equity team.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

