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Buy-now-pay-later makes  large purchases  more access ible for younger consumers . Image credit: Afterpay

 
By SARAH RAMIREZ

Installment payment providers Klarna, Affirm and Afterpay rely on social media to educate consumers about their
value, but not every "buy now, pay later" platform is targeting the same audience.

According to a new report from social advertising platform BrandTotal, Klarna accounts for more than half of
sponsored impressions. It also is more likely to target Gen Z consumers, ages 18 to 24, than its competitors the same
demographic that tends to gravitate to BNPL offerings.

"It was most interesting to see Klarna targeting the Gen Z demographic, with 72 percent of their impressions being
served to people between 18-35," said Alon Leibovich, cofounder/CEO of BrandTotal, Tel Aviv.

"Because this generation grew up with social media and ecommerce, we see them as more accepting of newer
technology-enabled methods of payment and this is a strategic move on Klarna's part."

BrandTotal analyzed paid social campaigns on Facebook, Instagram, YouTube, Twitter and LinkedIn from the three
top BNPL providers from June 13 to Sept. 10.

Reaching savvy shoppers
As the popularity of BNPL continues to grow, social media becomes an important tool for the different providers to
differentiate themselves.

Klarna led in paid share-of-voice (SOV), or the percentage of sponsored impressions with 51 percent. Affirm
followed with 35 percent while Afterpay accounted for 14 percent.

The balance shifted between August and September, however, with Klarna's paid SOV at 41 percent, Afterpay's paid
SOV at 32 percent and Affirm at 27 percent.
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Klarna allows  high-end retailers  like Farfetch to offer ins tallment payments . Image credit: Farfetch

The vast majority of BNPL social media ads, 83 percent, target women, compared to 17 percent targeting men.

There are more variations in what age groups BNPL providers are reaching with social media ads.

Fifty percent of Klarna's ad impressions are targeted to Gen Z, while 22 percent of ad impressions are served to
consumers between 25 and 34.

Affirm trails Klarna, with 62 percent of its  ad impressions reaching shoppers between 18 and 34 including 41 percent
targeting Gen Zers.

Meanwhile, Afterpay focuses on shoppers between 35 and 44 with 42 percent of its  impressions reaching that age
group. Only 8 percent of Afterpay's social media impressions were served to Gen Z consumers.

Some of these differences may be attributed to the channels the BNPL providers prioritize.

Video ads are a popular way to reach Gen Z consumers

Klarna's top channel is Twitter, with 40 percent of its  paid social ads, followed by YouTube and LinkedIn at 23 and
22 percent, respectively.

Affirm's leading channels are LinkedIn, Twitter and YouTube, respectively.

Afterpay, however, neglects YouTube entirely in favor of social media ads on Facebook and Instagram. Less than 10
percent of paid social ads from Klarna or Affirm are running on Instagram.

"Some providers may be going after more youthful stores like Forever21, H&M or Abercrombie, while other
providers are going after stores geared towards a slightly older customer like Macy's, Bed Bath & Beyond, etc.," Mr.
Leibovich said.

Buy now, pay later impact
As luxury brands implement new ways to reach millennial and Generation Z consumers, installment payment
providers have proved essential.

BNPL offerings are of unique importance to luxury labels since these installment options make high-end goods
more accessible to aspirational consumers. Generally, these providers allow consumers to pay for purchases
through equal, bimonthly installments, without charging interest.

McKinsey & Company predicts "pay in four" providers, including Afterpay and Klarna, will see generate $4 to $6
billion in revenues by 2023. Much of this growth is fueled by younger, credit-averse consumers (see story).

Several luxury brands and retailers offer BNPL options, including Yoox Net-A-Porter, The RealReal, Gilt, Oscar de La
Renta, David Yurman and Moda Operandi.

The sector is also primed for further growth, with recent acquisitions and partnerships.

In August, financial services and digital payments company Square, Inc. has agreed to acquire all of the issued
shares in Afterpay, which is headquartered in Australia (see story).

Later that month, ecommerce giant Amazon revealed a partnership with Affirm to provide consumers new payment
flexibility at checkout.

With Affirm's services, Amazon shoppers will have the choice to break up the total cost of purchases $50 or more
into monthly payments. The two companies are currently testing the service with select customers, but Amazon
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plans to make the payment options available to all customers in the coming months (see story).

"By the end of 2022, 44.1 percent of Gen Z digital buyers ages 14+ will have used BNPL services at least once that
year," BrandTotal's Mr. Leibovich said.

"This young generation is particularly drawn to the financial flexibility of BNPL services," he said. "With limited cash
flow, these solutions allow flexibility in payments, especially for larger-ticket items.

"Products these consumers typically couldn't normally afford are now affordable."

© 2021 Napean LLC.  All rights reserved.

Luxury Daily is published each business day.  Thank you for reading us.  Your feedback is welcome.

https://www.luxurydaily.com/amazon-partners-with-affirm-provides-new-payment-options/
mailto:feedback@luxurydaily.com

	Klarna leads pay-later rivals in Gen Z outreach

