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Executive Summary

The Buy Now, Pay Later (BNPL) market in 2026 represents a maturing multibillion-dollar ecosystem

that has transitioned from a pandemic-era checkout novelty into a fundamental component of global

eCommerce and retail infrastructure. As of 2025, the global BNPL Gross Merchandise Volume (GMV)

reached approximately $560.1 billion, with provider revenues projected to hit between $28.44 billion

and $54.56 billion in 2026.

While adoption continues to scale—with a global user base projected to reach 670 million by 2028—

the market is entering a phase defined by increased regulatory oversight, profitability pressures, and a

focus on risk management. Key demographic shifts show Gen Z poised to become the largest user

group by 2028, even as the service expands into essential spending categories like groceries and

healthcare. However, rising delinquency rates (with up to 41% of users reporting late payments) and

the complexities of "loan stacking" present significant challenges for providers and merchants alike.

Market Scale and Growth Projections

The BNPL sector has maintained significant momentum, though the "hyper-growth" phase is beginning

to stabilize into a mature market.

Global Market Indicators

Metric 2024 (Actual/Est.) 2025 (Projected) 2026 (Projected)

Global GMV N/A $560.1 Billion Continued Growth

Provider Revenue $19.22 Billion $23.37 Billion $28.44B - $54.56B

Global Users 380 Million N/A ~900M+ (by 2027)

U.S. Users 86.5 Million 91.5 Million 96.3 Million

Regional Market Share (Revenue)

Asia-Pacific (36.4%): The largest and fastest-growing region, driven by mobile payment

infrastructure and limited traditional credit access.



North America (29%–32%): Holds the highest revenue share globally; U.S. adoption increased by

50% between 2021 and 2024.

Europe (25.9%): High penetration in Nordic countries; Sweden accounts for 23%–24% of

eCommerce transactions via BNPL.

Africa: An emerging market estimated at $5.34 billion in 2025, focused on financial inclusion.

Key Themes and Analysis

1. Consumer Behavior and Demographics

BNPL adoption is heavily concentrated among younger, digital-native consumers, though usage is

broadening across income brackets.

Generational Dominance: Millennials (48% usership) and Gen Z (40% usership) comprise roughly

65% of the BNPL market. Millennials currently hold the largest share, but Gen Z is forecasted to lead

by 2028.

Spending Shifts: Originally used for discretionary retail (fashion, electronics), BNPL is increasingly

used for "essentials." Approximately 25% of BNPL consumers have used the service for groceries,

and usage for gas and utilities rose by 434% between 2020 and 2021.

The "Convenience" Factor: While 57% of non-users assume lack of credit drives BNPL use, only

13.8% of actual users cite this as the reason. Instead, 36.5% choose BNPL for convenience.

2. Merchant Performance and Economic Impact

For merchants, BNPL serves as a powerful tool for conversion and customer acquisition, albeit at a

higher cost than traditional credit cards.

AOV and Conversion: BNPL can increase Average Order Value (AOV) by 15%–40% and improve

checkout conversion rates by up to 30%.

New Customer Acquisition: Up to 40% of BNPL sales originate from customers new to the retailer.

Merchant Costs: BNPL fees (2%–8% per transaction) are significantly higher than standard card

processing (~2%), requiring merchants to balance the cost against incremental sales gains.

3. Financial Risk and Stability

A significant gap exists between "defaults" and "delinquencies," signaling potential instability for

subprime borrowers.

Low Defaults, High Delinquency: While actual default rates (charge-offs) remain low at 1.8%–2%,

between 34% and 41% of users report making at least one late payment.

Loan Stacking: 63% of users hold multiple active BNPL loans simultaneously, and 33% use multiple

providers, creating "hidden debt" that is difficult for traditional credit bureaus to track.

Subprime Concentration: Over 60% of U.S. BNPL borrowers fall into subprime or near-subprime

categories, with credit scores often below 620.



Competitive Landscape and Innovation

Five major firms—Affirm, Klarna, Afterpay, Zip, and Sezzle—account for over 95% of the U.S. market.

Provider Key 2025-2026 Data Points Strategic Distinctions

Klarna
$2.81B revenue (2024); 100M+ global

users.

Most offered service globally; moving toward

bank-integrated models.

Affirm
$10.8B GMV (FY Q1 2026); 24.1M active

users.

Only major provider currently reporting to credit

bureaus; no late fees.

Afterpay
$1.04B revenue (2024); owned by

Block.

Integrated with Cash App; does not require soft

credit checks.

PayPal
$40B anticipated 2025 volume; 56%

U.S. market reach.

Fastest growing player; offers 5% cash back

rewards on BNPL.

Sezzle 71.4% YoY download growth (2025).
Focused on smaller purchases; average

installment size ~$23.

Emerging Trends

Embedded Finance: BNPL is being integrated into super-apps, neobanks, and traditional credit

cards (e.g., Chase's Pay Over Time).

Smart Cards: Physical hybrid cards (Klarna Card, Afterpay Card) are bridging the gap between

online and in-store payments.

AI Underwriting: Real-time, AI-driven credit decisions at checkout take only seconds and are

improving conversion lifts.

Regulatory and Operational Challenges

Regional Regulatory Outlook (2025-2026)

United States: The CFPB continues to monitor the market but withdrew a 2024 interpretive rule in

2025, leaving the sector in a state of "regulatory limbo."

European Union: The revised Consumer Credit Directive (CCD II) formally brings BNPL under

regulated frameworks, requiring stricter affordability checks.

United Kingdom: FCA oversight begins July 2026, introducing clearer disclosures and consumer

protections.

Australia: BNPL providers are now governed by the National Consumer Credit Protection Act,

ending prior exemptions.

Chargeback and Dispute Management

BNPL introduces a "multilateral" dispute process involving the consumer, merchant, provider, and card

network.



Disintermediation: Consumers often bypass BNPL platforms to dispute directly with card issuers,

leading to penalties for merchants.

Operational Drag: Standard prevention tools often fail because they do not recognize BNPL

identifiers or provider-specific rules.

Return Friction: In some markets, refunds must reconcile with complex installment schedules,

creating operational externalities for retailers.

Important Quotes

On Market Evolution

"BNPL is no longer a niche payment method. It is a global, multi-hundred-billion-dollar ecosystem

driving higher conversion, increased consumer spending, and new layers of financial and

operational complexity for merchants." — Chargeflow Analysis

On Consumer Psychology

"Spreading payments makes purchases feel smaller, less risky, and more attainable. This is

especially true for younger generations, who are more cautious about credit card debt but highly

comfortable with digital-first financial tools." — Tom-Chris Emewulu, Marketing Lead, Chargeflow

On Financial Risk

"Post-pandemic uncertainty trained people to buy closer to event day... Inflation and rising event

prices mean fans scrutinize fees, seller transparency, and trust signals more than before." —

Ruben Meiland, Chief Product and Technology Officer, TicketSwap

On Industry Integration

"The future of live events isn't higher prices, it's smarter pricing... The ticket is increasingly

becoming the entry point rather than the primary product." — Nick Olivero, Producer, Redbeard

Productions

Actionable Insights

For Merchants:

Prioritize Integration: Leverage BNPL during high-traffic periods (Black Friday, Cyber Monday)

where spend can exceed $1 billion in a single day.

Audit Chargeback Tools: Use automation platforms specifically designed to map BNPL-specific

rules and multi-party documentation trails to recover lost revenue.



Positioning: Present BNPL as a budgeting option rather than a default to avoid brand alignment

issues with overspending concerns (49% of users report experiencing problems).

For Financial Institutions:

Credit Reporting: Monitor the transition as more providers report to bureaus. This will reduce

"hidden debt" but may reduce adoption among subprime segments.

AI Investment: Focus on real-time risk analytics to manage loss provisioning, which is becoming

a critical line item in financial statements.

For Retail Strategists:

Diversify Spend Categories: Prepare for expansion into "essential" verticals (health, travel,

groceries) as these will require different underwriting and collections strategies than

discretionary retail.

Transparency First: Implement clear disclosure of late fees and repayment terms to mitigate

"regret-driven" disputes and comply with tightening regional regulations.
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