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Over the past two decades, the global evolution of e-commerce has been exponential, 
especially in regions with more advanced digital infrastructures, logistics, payment method 
ecosystems and online purchasing habits. Worldwide retail e-commerce sales are estimated to 
increase from $2.3 trillion in 2017 to $4.5 trillion by the end of 2021.1 

In Latin America, e-commerce has also presented significant growth rates. Online shopping 
represents access to new and better quality products and services for consumers, financial 
inclusion, and new economic opportunities, particularly enabling small companies to access 
the global market. Undoubtedly, the internet has helped companies achieve global reach. 
For example, 100% of Peruvian small and medium enterprises (SMEs) on eBay export their 
products, while only 14% of offline SMEs in the country export.2  According to the US 
Chamber of Commerce, “small and medium-sized companies that rely heavily on internet 
services typically have 22% greater revenue growth than those that use the internet minimally. 
Smaller organizations that conduct business on the internet tend to grow twice as rapidly as 
their offline counterparts.”3

As more and more companies seek to take their businesses online, deficiencies in the current 
payment ecosystem in the region will start to surface. For Latin America, this means having to 
work with payment service providers and FinTechs to offer local payment options such as cash 
vouchers. However, for start-ups servicing these gaps in the financial system the challenge will 
be setting up appropriate security and controls, while for governments it will be to establish 
regulations to ensure compliance obligations are met.

At Accuity, we support the essential role that FinTechs and all payment service providers are 
playing in addressing these deficiencies in the payment landscape in Latin America. We also 
believe that regulators and governments will start focusing on how these payment service 
providers can ensure appropriate compliance, so they don’t become avenues for financial 
crime. In this report, we present the opportunities regarding e-commerce in the region and 
the challenges that the sector will face to put in place robust due diligence processes. Meeting 
these requirements will take efficient and effective planning, good quality data and the best 
use of available technology. Everyone reaping the benefits of e-commerce should be prepared 
for these challenges on the payment front.

1 https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-  
  Estimates-20162021/2002182 
2 McKinsey Global Institute “Global flows in a digital age: How trade, finance, people, and data connect the world economy” April 20144  
  http://www.businessinsider.com/r-us-watchdog-calls-bitcoin-wild-west-of-finance--2014-11?IR=T 
3 US Chamber “Business Without Borders: The Importance of Cross-Border Data Transfers to Global Prosperity” 2014

https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-Estimates-20162021/2002182
https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-Estimates-20162021/2002182
http://www.businessinsider.com/r-us-watchdog-calls-bitcoin-wild-west-of-finance--2014-11?IR=T
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The Opportunities
Internet Access and the Creation of New Online Shoppers

Internet access, from an information standpoint, brings education and knowledge opportunities within reach of 
everyone. For e-commerce, it represents new markets, new consumers and the power to make SMEs leap into 
the global marketplace. 

Latin America has a promising market of over 400 million internet users. Brazil has the most internet users 
in the region with 139 million, followed by Mexico (76 million), Argentina (35 million) and Colombia (29 
million).4  The region jumped from 36% of the population connected to the web in 2011 to 55% in 2017.5  While 
a considerable increase, there is still room for growth, considering developed nations like the United Kingdom 
and Japan have over 90% internet penetration.  

The average time that individuals spend on the internet can also impact the potential of e-commerce. Even 
though the regional average is 18.6 hours per month, countries like Brazil (25.7 hours), Uruguay (25.6 hours) 
and Colombia (20.6 hours) present higher averages. But what’s more relevant in the region is the amount of 
hours spent on a mobile device. Latin America ranks first with around 3.59 hours per day.6  Online shopping is 
happening largely over a mobile device.

4   https://www.statista.com/statistics/186919/number-of-internet-users-in-latin-american-countries/ 
5   https://www.statista.com/statistics/274868/internet-penetration-in-latin-america/ 
6   https://www.statista.com/statistics/617794/global-daily-mobile-internet-usage-region/

LATIN AMERICA & INTERNET STATISTICS

400 million internet users 55% internet penetration

18.6 hours/month spent online 3.59 hours/days spent online

https://www.statista.com/statistics/186919/number-of-internet-users-in-latin-american-countries/
https://www.statista.com/statistics/274868/internet-penetration-in-latin-america/
https://www.statista.com/statistics/617794/global-daily-mobile-internet-usage-region/
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Financial Inclusion and the Creation of New Online Consumers

Latin America has made important strides in the promotion of financial inclusion. The regional indicators 
below illustrate this momentum. Even though public policies have led to greater financial participation, the 
emergence of new and innovative digital financial services have been decisive in moving the needle. Despite the 
progress, the region still lags behind on specific areas such as borrowing costs and the strength of its regulatory 
environment.

One of the best measurements of financial inclusion is the number of banked individuals and the use of digital 
payments. It is challenging to look at the region as a whole considering there are significant differences at the 
country level. However, looking at the numbers below we can see the advances that took place in the five largest 
economies of the region between 2011 and 2017.7

Argentina:  Unbanked population went 
from 62% to 47%

Brazil: 38% to 23%

Chile: 57% to 26%

Columbia: 64% to 51%

Mexico: 73% to 62%

7  https://openknowledge.worldbank.org/bitstream/handle/10986/29510/211259ov.pdf 

Evolution of the percentage of unbanked population from 2011 to 2017.

https://openknowledge.worldbank.org/bitstream/handle/10986/29510/211259ov.pdf
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The introduction of digital financial services, such as mobile money services, payment cards and other FinTech 
products and services has been a driving force behind financial inclusion in the region. According to the World 
Bank, cost is one of the main reasons individuals don’t have a bank account. New FinTech apps and mobile 
services address that issue by reducing the cost of using financial services. In fact, mobile phones and internet 
use have become the alternative to debit and credit cards. Beyond e-commerce, these new financial services can 
have substantial effects on welfare and contribute to the reduction of poverty.

When examining the potential of e-commerce it is important to look into the culture of online purchases. 
Globally, 29% of adults have used the internet to pay for bills or buy something online. As observed below, this 
number is significantly lower in the five largest Latin American economies, with the exception of Chile. There 
is still room for improvement in this area. It is also important to note that buying something online doesn’t 
necessarily mean the payment was done online. It is still common practice in Latin America for payments to be 
done in cash upon delivery or cash vouchers (which will be discussed in more detail later in this paper).

Argentina

% of population with an account 

with a financial institution (older 

adults, 25+) – 2011

% of population with an account 

with a financial institution (older 

adults, 25+) – 2017

No account because financial 

services are too expensive (age 15+) 

– 2017

Used the internet to pay bills or to 

buy something online in the past 

year (%, age 15+) – 2017

Paid online for internet purchase 

(%, internet purchasers, age 15+) 

– 2017

Brazil

Chile 

Columbia
Mexico
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E-Commerce Growth in Latin America

There is a growing thirst in the region for products and services that are not offered in the domestic market. 
These products tempt consumers with their frequently higher quality and better prices. Cross-border 
e-commerce merchants have a golden opportunity to tap into a market that is itching for the goods they are 
offering. And the numbers reflect this potential:

Country
Online 

Shoppers
E-Commerce Most sold products

% of E-commerce 
Sales in Local 

Payment Methods

Brazil 58 million USD 16.58 billion
-   Books & Subscriptions
-   Appliances
-   Fashion & Accessories

78%

Mexico 18 million USD 7.19 billion
-   Fashion & Accessories
-   Digital Downloads
-   Event Tickets

86%

Argentina 17.8 million USD 5.1 billion
-   Plane Tickets
-   Hotel Reservations
-   Mobile Phones

80%

Columbia 9 million USD 111.5 million
-   Fashion & Accessories
-   Electronics
-   Food

80%

Latin America is ranked second of the fastest-growing regions for e-commerce
Retail sales are predicted to grow at a compound annual growth rate of 17% between 2014                      
and 2019, reaching $85 billion in sales - the most significant rise of any region
The Brazilian market alone accounts for 42% of the region’s online retail market
Mexico ranks second, accounting for 12.3% of the market
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The Challenges
A healthy e-commerce sector requires efficient payment systems, adequate physical infrastructure and logistics, 
appropriate regulations and consumer protection safeguards. 

On the payment systems side, there are a set of different issues for online vendors and payment service 
providers (PSPs). 

For online merchants, the challenge is processing transactions in local currency, offering locally-relevant 
payment options, and, in most cases, partnering with a trusted payment service provider (PSP). 

For PSPs, on the other hand, it is keeping payments fast, efficient and safe. Unlike established financial 
institutions, new FinTechs need to establish a compliance system that is tailored to their needs. In a region 
considered “risky” in terms of global payment services, the challenge lies on how to ensure appropriate security 
and controls. 

At Accuity, we see PSPs as an important piece of the evolving payment ecosystem in Latin America and other 
parts of the world. PSPs can move more quickly in addressing emerging market needs for payments than 
traditional financial institutions, while at the same time delivering offerings at a comparatively lower price 
point. However, in order to thrive in e-commerce, cross-border payments have to be as seamless as possible. 
Screening tools, automation and use of big data will be key to make payments faster, drive efficiency, protect 
the company’s reputation and build trust with consumers.

Latin America shows strong and consistent figures regarding growth in e-commerce. As a comparison, the 

number of e-commerce buyers in Brazil is higher or equivalent to the numbers in the UK, Germanyor France. 

However, average North Americans and Europeans spend more online, US$2,674 and US$2,502 respectively. 

In Latin America, average spending is around US$428.8  These numbers have been affected by the devaluation 

of the currencies in the region in the past few years. We should see these numbers for Brazil’s average spending 

increase, as consumers move from categories such as books and music to more expensive products such as 

electronics, fashion, and travel.9

8  https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-   
   Estimates-20162021/2002182
9  http://www.sectordialogues.org/sites/default/files/acoes/documentos/pmee0005-publi-pt.pdf

2016 2019

E-commerce Shoppers in      
Latin America

121.1 million 151.1 million

E-commerce Sales USD 57.2 billion USD 84.75 billion

Digital Buyer Penetration 42.6% 45.1%

Source of data above charts - https://www.statista.com/topics/2453/e-commerce-in-latin-america/

https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-Estimates-20162021/2002182
https://www.emarketer.com/Report/Worldwide-Retail-Ecommerce-Sales-eMarketers-Updated-Forecast-New-Mcommerce-Estimates-20162021/2002182
http://www.sectordialogues.org/sites/default/files/acoes/documentos/pmee0005-publi-pt.pdf
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10  http://amiperspectiva.americasmi.com/redefining-cross-border-e-commerce-in-latin-america/
11  http://amiperspectiva.americasmi.com/redefining-cross-border-e-commerce-in-latin-america/

Strictly speaking, by not offering a local payment option, merchants are excluding a large portion of online 
consumers in Latin America and will limit their potential opportunity in the region. The lack of this option 
is a non-starter.

But why don’t merchants simply offer local payments? Well, here’s the catch. To offer local payment options, 
merchants have to have an established local entity in the country. For the majority of merchants, establishing 
a local entity in over 20 countries is costly. Even large merchants such as Airbnb, Spotify, AliExpress, Uber, 
GoDaddy and others don’t go down that route. Most use use PSPs (payment service providers) instead.

E-Commerce Sales by Payment Method Type, Billions USD, 2016 10

Country Local Payment Methods International Payment Methods

Brazil $18 $5

Mexico $6 $1

Colombia $4 $1

Peru $1.6 $0.4

Argentina $1.6 $0.4

Local Payment Methods

Vendors that want to tap into the region’s potential need to adapt to the reality of how Latin Americans pay 
for goods and services: local payment methods. Approximately 80% of e-commerce sales are made using 
local payment methods. These include domestic-only credit cards or cash payments (bank transfers and cash 
vouchers – a system that allows cash to be used for making payments online). 

Most credit cards are not enabled for international or cross-border purchases. On average, only 20% of 
consumers in the region hold international credit cards. Also, using an international card carries heavy annual 
fees and additional VAT. Brazil, for example, charges a 6.38% IOF (Tax on Financial Operations) tax on all 
cross-border transactions. In Uruguay, the government limits purchases to 4 packages not exceeding US$200 
each. Any additional purchase is charged a 60% import tax. Lastly, but probably most importantly, Latin 
Americans usually pay in installments. In Brazil alone, 80% of transactions are made in installment plans. 

E-Commerce Sales by Payment Type in Brazil, % of Total Sales, 2016 11

International Domestic Credit 
Card

Cash Vouchers 
(Boleto Bancario)

Online Bank 
Transfer

Debit Card

22% 49% 23% 4% 2%

http://amiperspectiva.americasmi.com/redefining-cross-border-e-commerce-in-latin-america/
http://amiperspectiva.americasmi.com/redefining-cross-border-e-commerce-in-latin-america/
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Ensuring Appropriate Security and Controls

The key challenge PSPs face is how to ensure appropriate security and controls in a region considered “risky” 
in terms of global payment services. 

In recent years, there has been a drop in global correspondent banking in certain geographic regions, 
including Latin America. The main reason behind this decline is profitability and managing exposure to risk. 
For large financial institutions and correspondent banks, the region still represents high-volume, low-return 
transactions, as well as increasing compliance costs for Anti-Money Laundering (AML) and Combating the 
Financing of Terrorism (CFT). These drive profits down to the point of making the market unattractive. On 
the other hand, there is also a lack of clear local regulatory expectations in certain countries, combined with 
the fear of high-profile enforcement actions.

Irrespective of the size of the company, being a large financial institution or a new start-up entrant, 
compliance checks will be necessary to ensure safe 
processing of transactions. For new market entrants with 
a lack of experience and compliance maturity, there is an 
initial challenge of creating a compliance program that is 
tailored to their needs based on the type and size of their 
transactions.

In the e-commerce world, where there is a growing 
expectation from consumers for immediate payment processing, the use of new technologies to ensure faster, 
more efficient transactions is more important than ever. Screening tools, automation, use of big data and 
access to accurate data are essential for PSPs to keep payments safe, while still screening transactions to 
identify illicit activity. These are fundamental to build or maintain the reputation of the company.

For new market entrants with a lack of 
experience and compliance maturity, there is 
an initial challenge of creating a compliance 

program that is tailored to their needs based on 
the type and size of their transactions.
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Conclusion: How Can PSPs Be Prepared?

AML compliance operations have traditionally been designed to operate in a batch mode, holding and 
reviewing potential suspicious transactions in a queue prior to release. The pressure to release transactions in 
a faster payments environment, such as in e-commerce, is significantly higher, potentially affecting customer 
service level agreements and the need to comply with established AML review procedures.

Companies like Accuity have been working with PSPs across the globe to address some of these concerns 
and make the processing of payments as seamless as possible. Solutions such as the Bankers Almanac Global 
Payments Web Service allows PSPs to use source-verified reference data to ensure that payment information 
is validated at the point of capture. Services like these facilitate greater automation in payments onboarding, 
enrichment, and routing, eliminating the need for manual intervention and the costs associated with it. 
Ultimately, this enables not only PSPs, but also financial institutions and corporates to create an improved 
experience for the user of payments systems. PSPs should see a growth in business as a result of promoting 
ease in setting up and processing payments.

At the end of the day, strong due diligence and risk assessments continue to be critical to protect companies 
and financial institutions. Identifying these risks is complex and requires expertise. The use of big data and 
analytics has become the most reliable solution for accurately detecting risks, especially in a world that 
increasingly wants faster payment systems. The increase in velocity of payments processes creates growth 
for markets and has the potential to reach a wider range of customers, building the foundation for greater 
financial inclusion.

Author: Carolina Lessa Giuga, Director, Government Affairs, Latin America at RELX Group.
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