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The Rise of Buy Now, Pay Later 

  
If you’ve shopped online lately you may have noticed more payment options besides credit 

cards. Many retailers have introduced a point-of-sale financing option where consumers can 

make low or no-interest installment payments for purchases.  

 

Point-of-Sale Financing in E-Commerce Retail 

Many items from shirts to appliances can be purchased with point-of-sale financing. Fintech 

companies provide point-of-sale loans to consumers who are either instantly approved or denied 

to finance a purchase. Customers can select a payment schedule for monthly installments or pay 

in full on a future date. For consumers with either good credit or short cash flow, the point-of-

sale financing provides payment options that tend to be more favorable than high-interest credit 

cards. 

 

The economic downturn has reduced consumer spending on everything from travel to 

electronics. While some will do without, some items like a new refrigerator or clothes for 

growing kids are necessary. Point-of-sale financing provides a way for consumers to still get 

things they need and want while keeping the retail industry afloat during tough times. 

 

Reduced consumer spending has left retailers looking for creative ways to entice customers to 

shop. Aside from helping consumers to buy again, point-of-sale financing is beneficial to 

retailers by creating more sales volume with less risk. Only a few e-commerce companies offer 

private label credit cards which provide rewards and loyalty for repeat customers. Point-of-sale 

financing fills this gap while expanding consumers’ buying power.  

 

Revenue Recognition for Point-of-Sale Financing 

With point-of-sale loans, retailers can recognize revenue immediately. Once point-of-sale 

financing applications are approved and the product is shipped, the retailer’s performance 

obligations are fulfilled. Suppose a customer purchases a dress from a favorite retailer for $300. 

At checkout, the customer is approved for point-of-sale financing, payable in 4 monthly 

installments of $75.  

 

The retailer records the following journal entries: 

 

DR Accounts Receivable  300 

CR Sales Revenue          300 

To record sales revenue 
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