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Commonwealth is a national nonprofit building financial security and opportunity for
financially vulnerable people through innovation and partnerships. Black, Latinx, and
female-led households disproportionately experience financial insecurity due in large part
to longstanding, systemic racism and gender discrimination. Addressing these issues is
critical to Commonwealth’s work of making wealth possible for all. For nearly two decades,
Commonwealth has designed effective innovations, products, and policies enabling

over 1.5 million people to accumulate more than $6 billion in savings. Commonwealth
understands that broad changes require market players to act. That's why we collaborate
with consumers, the financial services industry, employers, policymakers, and mission-
driven organizations. The solutions we build are grounded in real life, based on our deep
understanding of people who are financially vulnerable and how businesses can best
serve them. To learn more, visit us at www.buildcommonwealth.org.

At MetLife Foundation, we are committed to expanding opportunities for low- and
moderate-income people around the world. We partner with nonprofit organizations and
social enterprises to create financial health solutions and build stronger communities,
while engaging MetLife employee volunteers to help drive impact. Our financial health
work has reached more than 17.3 million low- and moderate-income individuals in 42
countries. Learn more at MetLife Foundation.

The opinions expressed in this report are those of Commonwealth and do not necessarily
represent those of MetLife Foundation.
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Executive
Summary

The COVID-19 pandemic has exposed and elevated the financial vulnerability of

all Americans. These circumstances have had a pronounced effect on the financial
wellness of people who live on low and moderate incomes (LMI). Certain demographic
groups, including women and Black and Latinx communities, disproportionately
experience financial insecurity due in large part to longstanding, systemic racism and
gender discrimination. This period has also seen an acceleration in adoption of newer
payments technologies like contactless payment apps and digital wallets—whether
early mover fintech products like PayPal, Venmo, and Cash App; big-tech firms like
Apple, Facebook, Amazon, and Google; or newer and early-stage fintech product
providers like Greenwood and Lili.

However, there is limited research to understand how people living on LMI use these
payment apps, and the opportunity for these technologies to meet wider needs
beyond payments to advance the financial security of Americans living on LMI.

Commonwealth fielded a survey with 648 respondents living on LMI, oversampling
for Black, Latinx, and female participants, to understand their current usage of these
payment apps, and to specifically explore opportunities to offer high-quality savings
products within payment apps.

Key Themes

= Integration with the financial lives of customers living on LMI
The use of contactless payment apps has continued to grow throughout the
pandemic, and 125 million American mobile payment users are predicted by
2025. This is particularly relevant for providers who serve Americans living on
LMI who have integrated these payment apps into their daily financial lives. Our
research found that 64% of participants use these apps to send money to friends
and family, and 46% of participants use these apps to pay recurring bills.

= Significant interest in a savings product built into contactless payment apps
Seventy-nine percent of respondents indicated that they are likely to use a
savings product integrated into their contactless payment apps. Emergency
savings and saving for short-term expenses are the leading savings goals for this
product among participants, highlighting the need for liquid products that allow
for quick and easy access to funds.
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= Opportunity to increase financial security through increased savings
This research found that Black and Latinx respondents were more likely than
white respondents to use these apps for recurring payments and were also more
likely to be interested in a potential savings product. This presents a unique
opportunity to provide a savings product and increase savings for groups that
disproportionately experience financial insecurity.

Strong product and business opportunity for providers

In our research, 40% of participants reported leaving some money in their
payment apps. Of these participants, 77% already think of at least some of the
money as savings. Our research also found that users leave more money in an
app when they think of it as savings, indicating that a savings pocket could lead to
a higher share-of-wallet (the portion of customer’s payment app funds stored in a
provider's product rather than a competitor’'s) and more active engagement with
the overall account.

= The need to understand preferences of customers living on LMI
Seventy percent of interested customers living on LMI saw convenience as
a benefit of using a savings product integrated into their payment apps.
Participants also prioritized transparency in fees, reliability, ease of use, privacy,
and security, and demonstrated interest in rewards/incentives for saving and
goal-based savings envelopes. Targeted research and user testing are crucial for
ensuring that new and innovative savings products are built from the outset for
people living on LMI.

= High interest in creative savings interventions
Over 80% of participants indicated interest in innovative savings interventions,
such as the opportunity to save rounded-up transaction amounts, cash-back
rewards, and discounts. These participants demonstrated a preference for
automated savings with control.

This research highlights a largely untapped business opportunity for contactless
payment apps and digital wallet providers to offer new products that will build
customer engagement by better meeting their needs. Previous Commonwealth
research suggests that to design a successful savings product that meets customers’
needs, product providers need to prioritize customer-centric product design,
develop inclusive messaging, integrate creative nudges and interventions

to make savings easy and fun, and design for trust through secure accounts and
convenient and accessible customer support solutions.

If you are a fintech or financial services firm and would like to learn more about
partnering with Commonwealth, please contact Charvi Gandotra, Senior Innovation
Manager at info@buildcommonwealth.org.
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Impact on Financial
Security

Introduc

The COVID-19 pandemic shone a light on financial
insecurity and its impact on the wellbeing of all
Americans. Financial vulnerability is even more
pronounced for people who live on low to moderate
incomes (LMI) and disproportionately impacts certain
demographic groups, such as women and Black and
Latinx communities. Providers have an opportunity
to offer innovative and effective savings features

for these groups in non-traditional products and
distribution channels that are safe, accessible, and
trusted by these communities. It is important that
these new and emerging technologies and savings
products are built from the outset to meet the needs,
wants, and aspirations of financially vulnerable
people.

Rapid increase in the adoption of
contactless payment apps

The adoption of contactless payment apps and
digital wallets has seen significant growth since

the start of the COVID-19 pandemic with 59% of
Americans now using more apps to manage their
money than before the pandemic. Additionally,

the United States has become the second-largest
market for mobile payment transactions, and these
transactions are expected to grow to $698 billion

by 2023, demonstrating a notable increase in both
uptake and existing use. Commonwealth'’s research,
Emerging Technology for All, found that the percent
of participants who trusted financial advice from
conversational Al chatbots increased from 29%
before the pandemic to 45% during the pandemic,
demonstrating increasing trust in new and creative
financial technologies. This behavioral shift clearly
presents a unique opportunity to meet the needs of
people living on LMI, particularly women and Black
and Latinx populations.

Digital Payments and the New Opportunity to

Increase Savings

Opportunity for Provider Product Preferences

on

Commonwealth surveyed
648 payment application
or digital wallet
customers living on low
to moderate incomes,
who owned a smartphone
and earned an income.

All participants had a
household income under
$80,000. We oversampled
for Black and Latinx
participants and had equal
representation of male and
female participants.
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Opportunity to advance financial security

Despite the rapidly growing market for financial apps, there is limited research that
focuses specifically on the trends and potential implications of how people living
on LMI use contactless payment apps and digital wallets. In this report, we explore
how these apps are being used and identify opportunities to create high-quality
savings products within these apps. These potential savings products can offer new
opportunities for people living on LMI to build savings, which is fundamental to

financial security.

We also identify and highlight market opportunities for product providers to

offer these customer-centered savings and wealth-building features. As products
compete with one another for market share and providers look to differentiate
their offerings to attract and retain customers, savings can be a valuable solution

to drive engagement. For example, one fintech saw an increase of $300 million in
total deposits after introducing a savings feature to their app. Building products that
meet savings needs may help providers with customer acquisition and retention by
demonstrating that they care about their customers' overall financial wellbeing.

To understand how these apps may help improve the financial wellbeing of LMI
customers, we fielded a survey focusing on how participants are currently using
these apps in their everyday lives, and whether a potential savings product integrated
into these platforms would serve their unique needs.

Commonwealth surveyed 648 payment application or digital wallet customers living
on LMl who owned a smartphone and earned an income. All participants had a
household income under $80,000. We oversampled for Black and Latinx participants
and had equal representation of male and female participants.

Digital Payments and the New Opportunity to build h
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Most Used Apps

PAYPAL - 71%

CASH APP - 48%
- 14%

APPLE PAY/APPLE CASH - 14%
GOOGLE PAY - 9%

R\

AMAZON PAY - 4%

Based on participants’ most frequently used apps, the usage of PayPal and
Cash App varies by race and gender, and these differences were statistically
significant. While PayPal was the most frequently used app across all races

and genders, non-Black and male participants more consistently ranked
PayPal as one of their most frequently used apps. Alternatively, Black and
female participants were more likely to identify Cash App as one of their most
frequently used apps than non-Black and male participants.

In our survey, Black Female participants
participants were were almost
% likel
10% more likely
as white participants to rank to frequently use Cash App
Cash App as one of their most than male participants.

frequently used apps.
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Potential Impact
on Financial
Security for People
Living on LMI

A key objective of the research was to understand if there is customer interestin a
savings product tied to these contactless payment apps and digital wallets, and the
opportunity related to offering that.

Survey participants indicated strong interest in a
potential savings product built into these apps.

Given the opportunity, 79% of
participants are extremely likely
or likely to use a savings product in
these apps.

Black and Latinx participants indicated the most
interest in this product, demonstrating that a
savings product may provide an opportunity to serve
communities that disproportionately experience
financial insecurity.

Digital Payments and the New Opportunity to
common Increase Savings
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Likelihood of using a savings product tied to contactless payment apps*:

44% Extremely Likely

35% Likely

18% Neutral - Don't know

2% Unlikely

1% Extremely Unlikely

Likelihood of using a savings product tied to contactless payment apps by race
(Extremely Likely or Likely)*:

87% Black
79% Latinx

70% White

Likelihood of using a savings
product tied to contactless : - L
payment apps by gender The gender discrepancies in the likelihood

(Extremely Likely or Likely)*: of use in our research demonstrate the need
to better understand how these products

can be improved for wider adoption among
83% Male women and the importance of including

women in product design.

75% Female Commonwealth’s A Framework for Inclusive
Investing report addresses how programs
specifically designed for women may be
effective to address this gap.

We found that female participants indicated lower levels of interest than male participants in this
savings product, with 75% of female participants indicating that they are Extremely Likely or Likely in
comparison to 83% of men.

*There were statistically significant relationships between the likelihood of use by race and gender (p<.05).

Digital Payments and the New Opportunity to )
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What do participants want to save for in this product?

45% 39% 22%

Emergencies Short-term Retirement
expenses

Commonwealth’s research has consistently found that emergency savings significantly improves financial
security, but continues to be an unmet need for LMI populations. The strong interest in emergency savings and
saving for short-term expenses emphasizes the need for liquidity in a preferred saving product.

What are the top benefits participants see in using this account?

70% Convenience - Interested in the convenience of this future product

41% Trust - Trust that my money would be secure compared to other savings options

Participants noted being comfortable using mobile banking or digital
payment apps.

81% Comfortable or Extremely Comfortable

15% Neutral

3% Uncomfortable or Extremely Uncomfortable

Most Common Uses

64% 46% 41% 37% 14%

TO PAY OR RECEIVE TO PAY RECURRING BILLS TO PAY FOR TO RECEIVE TO PAY FOR RENT
MONEY FROM FAMILY INCLUDING PHONE, CAR GROCERIES**; PAYMENT FOR OR MORTGAGE
AND FRIENDS OR GAS, UTILITIES* WORK

*There was a statistically significant relationship between if participants use these apps for recurring bills and race. (p<.05)

**There was a statistically significant relationship between if participants use these apps to pay for groceries and race. (p<.05)

Digital Payments and the New Opportunity to )
common Incgrease %/avings P ’ buildcommonwealth.org 9


https://buildcommonwealth.org/research/designing-effective-emergency-savings/
https://buildcommonwealth.org/research/designing-effective-emergency-savings/

There was a statistically significant There was a statistically significant
relationship between if participants use these relationship between if participants use
apps to pay for recurring bills and race: these apps to pay for groceries and race:

53% of Black participants 47% of Black participants

49% of Latinx participants 41% of Latinx participants

35% of white participants 32% of white participants

While the leading use for these apps among all participants was to send money to and receive money from
family and friends, other common uses indicate that participants are also using these apps for routine
payments, such as to pay for groceries and utilities, and to receive payment for work.

Black and Latinx participants were more likely than white participants to use their contactless payment apps
to pay for recurring bills (phone, car and gas, utilities) and groceries. This presents a unique opportunity for
providers to address wider financial needs beyond P2P payments and be the preferred provider for these
additional uses among these populations.

TRUST

Forty percent of participants currently are leaving money in their contactless payment apps
and digital wallets, which demonstrates a high level of trust in these products. In our survey,
Black participants were more likely than white participants, and male participants were
more likely than female participants, to leave money in these apps.

Given the high value participants put on trust, it is imperative that providers focus on
building and maintaining trust with their customers. To reach customers living on LMI,
providers must demonstrate that customers can feel safe leaving money in their contactless
payment app or digital wallet. Providing FDIC-insured accounts and fraud protection would
be key to protecting financially vulnerable people.

What do participants typically do when they receive funds in their digital

app/wallet*:

leave at least some immediately move immediately spend all
money in the account for the money to another of the money

a period of time account

*There were no statistically significant differences by race or gender.

Digital Payments and the New Opportunity to )
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Participants’ most common reason for leaving money in these apps is that they found them to be more
convenient to use than cash or a bank. Additionally, participants indicated that the money was faster to access
than with a bank. This demonstrates how these apps offer valuable services by being more convenient and
faster than traditional finance options for participants. An embedded savings product would help provide a
savings opportunity for LMI customers in a channel that they use frequently and are comfortable using.

Among the 40% of participants that are already leaving some money in these
apps, participants leave:

34% - $1-$50

24% - $51-100

28% - $101-500

9% - $501-1,000

3% - $1,001+

A majority of participants (77%) consider at least some of the money in their
wallet/payment apps to be savings

20%
Yes, all of the money in
their contactless payment
app/wallet

18%

None of the money

in their contactless

payment app/wallet

57%
Yes, some of the money in
their contactless payment
app/wallet

Not sure

In our survey, Black participants were most likely to consider at least some of
the money they leave in these apps to be savings (82%). Offering high-quality
customer-centered savings products on these apps can unlock new savings

opportunities for those communities whose current behaviors indicate they
will benefit from innovations in digital payments.

Digital Payments and the New Opportunity to )
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Business Case:

High Opportunity for Product Providers

There are two primary market
opportunities for product providers.

DEEPENING ENGAGEMENT

The first opportunity is targeted towards the 40% of
participants who are already leaving money in their
contactless payment apps or digital wallets. Given that
these customers are already leaving money in their apps,
these participants could become early adopters of a new
savings product integrated into these apps.

Additionally, when participants considered the money
in these apps as savings, they were more likely to
maintain a higher balance in their account. Increasing
customers’ account balances could lead to a higher share-
of-wallet and more active engagement with the product.

Creating a dedicated place for savings would encourage
participants to deposit more money in their accounts and
help participants build up more savings balances in these
accounts. This is also in line with other existing research
on the impact of dedicated accounts.

WIDENING ENGAGEMENT

The second opportunity for product providers is designed
to help increase usage and engagement with the 48% of
participants who immediately transfer money out of these
apps. Integrating a savings product into these platforms
would provide an additional use, which would drive more
ongoing engagement. A savings product would also help
provide additional ways to distinguish their product from
similar contactless payment apps.

Notably, of the participants who indicated that they
immediately transferred money from these apps, 73%
indicated that they would be likely or extremely likely
to use a savings product in their preferred app.

The likelihood of leaving $50
or more in savings accounts
increases when participants
think of the money as savings*:

72%

of participants who don't consider
the money in the account as savings
leave >$50 in the account

72% of participants who consider
money in the account as savings leave
>$50 in the account

f%%
R

25% of participants who don't consider
the money in the account as savings
leave >$100 in the account

46% of participants who consider
money in the account as savings leave
>$100 in the account

*There was a statistically significant relationship between saving over $50 or $100 and considering money in these apps to be savings

(p=.05)

Digital Payments and the New Opportunity to

common Increase Savings
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Among all participants, the most common reservations about an emergency savings product integrated
into their payment apps included:

a L

They already have other savings account(s)

They are already using their digital wallet as a savings account

19%

They wouldn't trust this product to keep their money secure

T
17% I

They don’t have money to save

Reservations Using the Savings Account

Understanding reservations about future savings products can help inform product providers about how to
address concerns and appeal to a wider market. These reservations are a reminder that in order to create an
effective and successful product that increases the financial wellbeing of customers and generates ongoing
usage of and loyalty with the product, product providers must prioritize customer-centered design. Our
previous research with Plaid emphasized that in order to create financial products that are inclusive to a diverse
population, providers should adopt a human-centered approach throughout the entire product development,
testing, and launch process.

SAVINGS HABITS OF INTERESTED PARTICIPANTS

Existing savings behaviors of interested participants can be a helpful indicator of how customers may use this
new product in their contactless payment apps and digital wallets. Overall, 45% of participants reported that
they save daily or weekly, which indicates that a savings product that allows customers to make convenient and
frequent small dollar deposits and withdrawals would be effective for customers living on LMI.

Participants also identified key savings moments that present opportunities for nudges and auto-transfers from
spending to savings pockets tied to these moments.

Digital Payments and the New Opportunity to )
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Interested participants saved:

15%

Unable to
save right

Daily

30%

Weekly

25%
Every 2
weeks

~

Interested participants saved when they:

 ——

47% 33%

Receive their paycheck Receive unexpected
funds like gifts or

cash-back rewards

A

27% 24%

Spend less than usual Have a surplus at the
(e.g., with discounts or end of the month/
a lower bill) pay cycle

Digital Payments and the New Opportunity to

common Increase Savings

now

2%
Every 2-3
months

- 6%

Occasionally

Monthly

29%

Receive a lump sum
(e.g., bonus, tax return,
etc.)

20%

Pay off debt

buildcommonwealth.org 14
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Product
Preferences:

Features & Savings Interventions

Participants are interested in a product that is tailored to their specific needs
and offers creative ways to make savings easy

Contactless payment apps and digital wallet customers living on LMI have unique needs, such as liquidity, no or
low fees, transparent communication, and convenience, in regards to savings products. Understanding these

Opportunity for Provider Product Preferences

Conclusion

needs and preferences can help product providers design a savings product that is both effective and appealing
to LMI customers, as well as the broader population.

Participants most consistently rated the
following as Extremely or Very Important

features:

Q

81%
No hidden fees

o

77%

Ease of use

64%
Rewards/incentives
for saving

common

&

80%

Privacy

N

75%
Ability to track
transactions like
deposits and
withdrawals

|I|
64%

Interest rate on
saved money

Digital Payments and the New Opportunity to

7\

78%

Security

0

73%
Reliability (consistent
and dependable
performance)

54%
Savings
envelopes for
different goals

Increase Savings

Participants most
consistently identified
features such as no hidden
fees, privacy, and security as
important. These features all
relate to building a product
that users can trust to

keep their money safe and
secure, as well as ensure
that they will not be charged
unexpectedly.

Additionally, 77% of
participants indicated

that ease of use was

an extremely or very
important feature, further
demonstrating the need for
a liquid saving account that
allows for quick and easy
access to their savings.

buildcommonwealth.org



REWARDS/INCENTIVES FOR SAVING (64%)

Prize-linked savings (PLS) presents an innovative way for product providers to offer rewards and incentives for
savings, and consequently engage their customers and increase uptake and usage of their accounts. PLS is a
proven and creative approach in which participants can earn chances to win prizes by making savings deposits.
Commonwealth's work with the Walmart prepaid MoneyCard rewarded customers who put money into their
savings pocket with the opportunity to win a cash prize in a monthly drawing. This program mobilized over $2
billion in savings in the first two years and led to a 130% increase in customers using the savings pocket and a
38% increase in average savings.

Commonwealth has collaborated on similar work with several credit unions: its PLS intervention with
WINcentive demonstrated that 67% of participants were motivated by the chance to win prizes and that the
program helped convert infrequent or non-savers into regular savers.

Commonwealth also partnered with EARN's SaverLife platform to test their Scratch & Save campaign, which
used digital scratch-off tickets to motivate and reward small-dollar savings among SaverLife members.
Participants in the Scratch & Save program saved at rates 30% higher than SaverLife members who were
eligible but did not participate.

SAVINGS ENVELOPES (54%)

While participants are interested in savings envelopes, given the smaller interest in comparison to other more
fundamental features, an initial product could have just one savings pocket. Commonwealth has previously
helped design and develop the Walmart MoneyCard, which utilized a singular savings pocket in their prepaid
card. This simple addition helped facilitate $2 billion of savings through the savings “Vault.” Having one primary
savings pocket would be an easier build and would allow providers to gauge their customers’ interestin a
savings product. Later builds can explore more advanced features, such as separate savings pockets for goals.

Interest in Creative Savings Interventions to Increase Savable Funds

Contactless payment apps and digital wallets have unique capabilities and opportunities to integrate innovative
savings interventions into their products based on their ability to facilitate cash-back and discounts on
payments with merchants, as well as the social components from their peer-to-peer (P2P) payment functions.
Given the opportunities that these apps and their existing and likely functionalities offer, we asked participants
about three types of creative savings interventions to assess their experience and interest in innovative savings
features, and their preference for control (features being automatic or manual):

= Round-up savings: Every time a customer makes a transaction, that amount could be rounded up to the
nearest dollar, and the change would be deposited into their savings account.

= Cash-back rewards: This method would give customers the ability to deposit money received as cash-back
rewards into their savings account.

= Discount savings: Several stores offer discounts to help customers save money when they purchase there.
This method would give customers the ability to deposit money saved from these discounts into their
savings account.

These saving interventions all work to identify and increase “savable funds"—funds that can be uncovered and
used for savings—through creating space in household budgets for savings, designing product features that
make savings easier, and better understanding and supporting mindsets that enable savings behavior and
demonstrate the value of saving newly available funds.
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Overwhelmingly, participants in the survey expressed high interest in these interventions and tended to
prefer automatic savings more than manual, with the understanding that they had control over changing their
preferences easily at any time.

1. ROUND-UP SAVINGS

Round-up savings interventions round up every transaction to the nearest dollar and deposit the change into
the customer’s savings pocket or account. The frequent usage of payments apps for ongoing transactions
positions them well for this feature.

o Leading fintechs like Acorns and
81 /o many other products leverage
expressed interest in this f:qncept el .We FE.GE
round-up savings participants about prior usage—46%
of participants had used round-ups
50% Interested in previously, and 77% of those who
automatic round-up had prior experience found round-
savings ups extremely or very helpful, which

demonstrates potential interest in
using these products.

Interested in
manual round-up savings

2. CASH-BACK REWARDS
Cash-back rewards savings programs would give customers the ability to deposit money received as cash-back
rewards from cards and apps directly into a savings pocket or account.

Based on current savings habits, 33% of participants indicated that they save when they receive unexpected
funds like cash-back rewards, which demonstrates that adoption of this intervention can provide a convenient
mechanism to facilitate and enhance current savings behaviors.

86%

expressed interest in cash-back savings

54% Interested in automatic cash-back savings

Interested in manual cash-back savings

As part of BlackRock’s Emergency Savings Initiative, Common Cents Lab partnered

with Mastercard® and Virginia Credit Union (VACU) to test the interest in and impact of
saving credit card cash-back rewards. The pilot found that by designing their portal to
make cash-back savings easy and the default option, the percentage of cardholders who
transferred at least one cash-back redemption to savings doubled. Increasingly, fintechs
seem to be exploring this as a pathway to encourage savings. For instance, Spruce, the
mobile banking platform by H&R Block, also highlights the opportunity to save cash-back
rewards from debit cards.
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3. DISCOUNT SAVINGS

Discount savings interventions would allow customers to deposit money saved from retail discounts into a savings
pocket or account. Given that 27% of respondents said they save when they spend less than usual, e.g., with
discounts or a lower bill, this interest in discount savings interventions aligns with existing saving behaviors.

O sk Commonwealth's work with the
85 /o Hebrew Free Loan Society (HFLS)
showed that when borrowers'

monthly debt payment was reduced,
the monthly expense reduction

expressed interest in
discount savings

50% interested in resulted in doubling the number of
automatic discount regular savers from 7% to 13%. This
savings research highlights that identifying
areas for “savable funds” in moments
Interested of expense reductions can help
in manual discount people living on LMI save money
savings

regularly and increase their feeling
of financial wellbeing.

Overall, participants indicated strong interest in all three innovative and creative savings interventions.
Participants also strongly preferred to have automatic savings interventions, which would allow them to

save without having to think about when they should save and where they should transfer the money. Of

note was the need for control over the ability to change preferences and stop/pause/restart if they
needed to, indicating that convenience not only means easy to save, but also means easy to control how

they save, and easy to access those savings. Based on the key savings moments in their current behaviors as
highlighted earlier, product providers can identify additional opportunities for automatic savings beyond these
interventions, such as when customers receive a paycheck, receive a lump sum, or when they have a surplus at
the end of the month/pay cycle.

While not specifically asked in this survey, Commonwealth’s prior research has found that social factors are a
key determinant for financial security and that there is a significant correlation between believing that there are
people you know who are financially secure and also adopting the mindset. It would be interesting to explore
how the social component of P2P payments apps can be leveraged to support savings behaviors.

Expanding the opportunities to save can create an innovative and effective savings product, which helps LMI
customers build savings, and enhances their usage of and engagement with these payments apps and digital
wallets.

*Rounded to the nearest full percent
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Conclusion

Contactless payment apps and digital wallets are a fast-growing channel that has
become an important part of the financial lives of customers living on LMI, whether they
are receiving payment for work, sending money to or receiving money from friends and
family, paying recurring bills, or storing money. Of note, 79% of participants expressed
interest in a savings product built into these apps. This demonstrates the potential
for significant impact for customers living on LMI, especially women and Black and
Latinx populations who disproportionately experience financial security due in large part
to longstanding, systemic racism and gender discrimination.

Participants were particularly interested in products that have no hidden fees and
ensure that their account is private and secure. Participants also indicated that ease
of use was very or extremely important to them, demonstrating interest in a product
that allows customers to easily access their savings. Similarly, interested participants
most consistently identified saving for emergencies and short-term expenses as
their top uses of a potential savings product, further emphasizing the need for a liquid
account with quick and easy access to account funds.

By building a savings product in these apps, product providers can provide an inclusive
and innovative savings opportunity to support the financial wellness of people living
on LMI while generating a loyal and engaged customer base. This creates a valuable
business opportunity for providers to deepen and widen platform engagement by
expanding uses and differentiating their product, thereby demonstrating their interest
in improving the financial wellbeing of their customers.

In order to build a meaningful and effective savings product, product providers need to
prioritize the following:

= Customer-centered Design and Inclusive Messaging
While this channel is effective at reaching customers living on LMI, targeted research
and testing can be particularly helpful for product providers when designing a
product to fit the needs, wants, and aspirations of people living on LMI. Additionally,
utilizing inspirational and inclusive messages can help providers demonstrate that
financial security is an opportunity for everyone, including those who have faced
systemic inequities.

= Creative Incentives and Interventions
Contactless payment apps and digital wallets have the opportunity to integrate
incentives, such as cash prizes, and a variety of innovative saving interventions,
such as cash-back, discounts, and round-up savings, which can help encourage
customers to save in the product. Participants indicated a strong interest in these
savings tools, which can help make it easy for them to turn these “savable funds”
moments into actual savings, and make savings more accessible and achievable.
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= Trust
Contactless payment apps and digital wallets present an exciting opportunity
to provide savings products and interventions to LMI customers, who are
disproportionately Black and Latinx, that are already using these products.
In order to serve these communities, product providers must establish and
maintain trust, so that customers can feel that their savings are safe and
accessible. Providing FDIC insurance and fraud protection would be key to
protecting customers living on LMI. It is also important to establish friendly
customer support and grievance redressal mechanisms.

As the use of contactless apps and digital wallets continues to become more
widespread, we are excited to see opportunities to bring financial services and
savings products to financially vulnerable people. Our research indicates people living
on LMI and Black and Latinx people are already using this channel in their everyday
lives. Product providers that are able to address their needs have the opportunity to
increase their engagement, building a competitive advantage while simultaneously
improving the financial security of customers living on LMI.

We are actively engaging with innovators, fintechs, financial services firms, industry
experts, employers, and policymakers. To learn more about how your organization
can partner with us to discover new data, receive expert insights, and strategize

to improve financial security and opportunity, contact Charvi Gandotra, Senior
Innovation Manager at info@buildcommonwealth.org. We look forward to working
together towards a more equitable financial future for people living on low to
moderate incomes.
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