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The credit card industry has evolved and grown significantly since the 1950s when
Bank of America launched the first card. Robust consumer protection policies like
quick charge back of unrecognized transactions have won the industry some loyal
customers. But the basic functionality of the credit card was commoditized long ago
and now there is minimal differentiation, with most cards offering variations on
loyalty and cash back offers. The question now is, how will the sector hold up as
fintechs and tech giants continue to disrupt the sector?
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Credit card companies are currently replacing the magnetic stripe with EMV
chips that ensure greater security. Signatures for purchases are also becoming
obsolete as most retailer no longer require this. Tokenization is another
important development. This implies the use of a unigue non sensitive identifier
or token that is stored in a merchant's network to protect credit card information
from bad actors.

But the payment landscape is changing fast, as online transactions grow
exponentially due to the COVID-19 pandemic. Innovative payment options like
Apple Pay, Google Pay, Amazon Pay, Stripe and Klarna are gaining ground as are
finance apps like Mint and Wally. Digital wallets are ensuring a seamless online
transaction experience by drawing on online banking services, electronic devices,
and smart applications. All the customer needs to do is link their bank account
or card to the wallet and use it for cashless and cardless transactions. Traditional
banks too are launching mobile apps that can manage debit and credit cards
that come with innovative features like using the app to turning cards on/ off,
limiting usage to limit frauds, and expanding the scope of cards. Wells Fargo’s
app allows the user to keep track of recurring payments using a feature called
Control Tower. In London, many credit card customers can pay for public
transport directly with their cards instead of loading a separate transit card.
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