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¢ What Impact Will WWW Have on the Industry?
¢ What are the Barriers?
¢ Who Will Win (and Lose)?




Three Key Answers: 2005

¢ Biggest impact: the retail channel; call center, branch
volumes stop growing

¢ Second biggest: payment systems converting
v Paypal, others via web
v EBPP takes off; check & paper decline
¢ Barriers include:
v Conceptual —what should a website do?
v Behavioral — consumers must learn to use
v Attitudinal — vision failure by banks/vendors
v Security — new types of breaches
¢ Winners: heavy investors relative to their size

¢ Losers: web-only strategies



Share of Total Net Income*

Grupo Santander
Wells Fargo

Bank of America**
Credit Agricole
Deutsche Bank
Wachovia***
Banca Intesa
Citigroup

Abbey National
BNP Paribas

JP Morgan Chase
Commerzbank
Sumitomo Mitsui’

Mizuho Holdings

70%
70%
67%
63%
58%
56%
54%
52%
50%
38%

30%

*  YE 2003 for US and Japanese banks; YE 2002 for European banks

**  Consumer and Commercial

***  General Bank

88%

Sources: EFMA, Company earnings releases, TowerGroup analysis



Checks Finally Declining

Growth of Non-cash Payments in the U.S.
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EBPP Growth in the US

US Bank Technology Spending for Payments
Services and Consumer EBPP (2002-04)

($ in Millions)
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Exhibit#: ViewPont lssue 121-E2
Source: TowerGroup estimates and analyse of 2003 ABATowerGoup Surey

Exhibit 2
US Bank Technology Spending for Payments Services and Consumer EBPP (2002-04)
Source: TowerGroup estimates and analvsis of 2003 ABATowerGroun Survey



Transactions

Checkiree quasi- g
monopoly shows

Influence of web
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Electronic Transaction Rate
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Internet-Related Spending Turning into a
Flood

12 =T All US Financial Institutions
111013 Non-technology 10.2
e B Technology
8.9
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CAGR:
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Source: TowerGroup estimates



The Flood was Tamed — Spending Controlled

¢ Effects of 9/11, Patriot Act slowed investment

¢ Vision failures: some institutions view web as
“*adjunct” channel

¢ Cost declines in generic components

¢ Limits to how fast changes can be made:
v'Legacy system constraints
v Operational processes change slowly
v Fear of consumer self-service
v'Fraud control efforts



US Banks — IT Spending Related to Internet
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Financial Services:
IT Spending Forecast by Region

Millions of Dollars
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Source: Gartner



Financial Services:
IT Spending Growth by Region

Eastern Europe 19.5%

Latin America 18.8%

Middle East and Africa 18.4%

Asia/Pacific 15.4%

Canada 1 4.5%

United States 13.7%

Western Europe
P 12.9% Five-Year CAGR

Japan 12.8% (20(|)2-2007)

0.0% 2.95% 5.0% 7.5% 10.0%

Source: Gartner



1999 IT Spending (US$ Billions)
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¢ Expensive new business processes

¢ Automation of old functions

¢ Security

¢ Timing & Behavior Changes Hard to Predict
¢ Back-Office Ripple Effect



Viewing These Barriers Today

¢ Expensive new ¢ Right
business processes

¢ Automation of old ¢ Right
functions

OS.eC.urity | ¢ Right

¢ Timing & Behavior ¢ Wrong

Changes Hard to
Predict

¢ Back-Office Ripple
Effect ¢ Right



Daily E-Malil Volumes at Selected FSls
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Bank Costs for Call Center Contacts
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Completely Wrong on Email

¢ Outbound emails huge: alerts, confirmations,
marketing, disclosures, e-statement ready

v'High volume, totally impersonal

v'Huge efforts to build and maintain accurate email
address databases

¢ Email address becoming mandatory
¢ Virtually no inbound email allowed

¢ Specific customer service situations handled
through “secure message center” on website

¢ Huge privacy & “opt-out”considerations



Call Center Evolving into Contact Center:
An Increasing Variety of Channels to Support

% of US Banking Contact Center Transactions
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Right Trend - Wrong Mix

Website/email will become the principal customer
service channel for US banks
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The Inbound Costs are Inverse to the Volume
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Customer Use Reflects Importance of Branch
(The Branch is Still Alive)

US Annual “Customer Interaction” Volume
(in Billions)

Online
Banking

Call
Center
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2001 2002 2003 2004 2005

Source: TowerGroup Research



US Growth Rate Reflects Branch Importance

(American Banker’s “Infographic” — 1/20/04)

A Decade Df GrDWth U.S. commercial bank and thrift branches
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Credit Card Account Internet Access, 4Q99

Citigroup v

Banc One/First USA/Wingspan Vv

MBNA America

Morgan Stanley Dean Witter & Co. 4

(Discover) v v = Full
access

Chase Manhattan Corp. Vv |

Household Credit Services v = Partial
access

AT&T Universal Card Services Corp. vv

American Express Co. (charge card, Vv

Optima revolving card, and Blue)

Capital One Financial Corp. testing

Fleet Bank Vv

Bank of America vv



Mandatory Channel of Intense Competitive

Effort for Card Issuers

¢ Huge efforts to register consumers — print ads,
mailings, rewards: 10-40% penetration

¢ Functionality frontier moving beyond paper &
ohone channel: unique functions available

¢ Paper statement & other paper communications
suppression iIs the next big wave

¢ Clear differences in banks’ online channel levels
of iInvestment & capabilities



Product Integration is Fundamental Choice

Card platform Common Single
Common :
olatform with common card card
front end platform platform
*Bank of America <Chase Citibank «Capital One
*Wells Fargo ‘MBNA Discover
*USBank *Bank One
eJuniper
*Providian

sAmerican Express



Issuer Investments in Web-Based Self-Service Has

Shown Noticeable Growth in the Last Six Months

Growth in Selected Web-Based Self-Service Functions Among Major Issuers (September 04 — March 05)
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12 - 12 0 March 2005
11
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Activate New Card Balance Transfers Credit Limt Increase

Source: Mercator Advisory Group



Major Issuers Offering Selected Online Self-

Services March 2005

Observed Self Service Features

American Express
Citibank Profile Updates
Balance Transfers
J.P. Morgan Chase 12 Add Authorized User
MBNA 10 Remove Authorized User
Request Convenience Checks
Bank One 9 Request PIN
) FAQ’s
Discover 8 Credit Limit Increases
HSBC (GM card) o) Add Additional Cards
Remove Online Cards
Wells Fargo 8 Online Dispute Processing
i Order Replacement Cards
Bark of Arerica 7 Credit Balance Refunds
Providian 6 Activate New Card
Lost / Stolen Card Reporting
US Barnk 6 Search of Secured Site
Capital One A Glossary

Count of Self-Service Features (March 2005)

Note: Despite their recent merger, J.P. Morgan Chase still operates a separate site for Bank One customers..
Source: Livermore Research Group, 2004; Mercator Advisory Group, 2005 Source: Mercator Advisory Group



Paper Solicitation adds Website

Source: Metris

0 9% Tasa APR Introductoria

Chsiscian T. Sik para Transferencias de Saldo
ristian 1. aiva
9 Tivermore Rd. hasta marzo del 2006*

Wellesley His, MA 02481-6119
Ademds, una baja tasa APR variable

del 9.99% en Compras™

Estimado(a) Christian T. Silva:

Usted ha demostrado merecer una tarjeta de crédito diferente ... una que le dé flexibilidad y seguridad financiera, y que a Ia vez le brinde
acceso a uno de los programas més compietos de beneficios y privilegios. Aprovéchese de una Tasa APR Introductoria de 0% en
tranferencias de saldos hasta marzo del 2006* y después una baja tasa APR variable de 9.99% en compras.* Le presentamos la tarjeta
Direct Merchants Bank® Platinum MasterCard®, El Banco con sentido Latino®™. Direct Merchants Bank es uno de los principales
emisores de tarjetas MasterCard en los Estado Unidos y le ofrece.

0% Tasa APR Introductoria para Transferencias de Saldo hasta marzo del 2006.* Algunas tarjetas de crédito s6lo ofrecen tasas
introductorias en las transferencias de saldos por 5 meses. {No la nuestra—usted disfrutard de una tasa APR Introductoria 0% en las
tranferencias de saldos hasta marzo del 2006!*

Beneficio Agregado: Seguro contra Robo de Identidad.** Con el seguro contra Robo de Identidad usted tendrd la tranquilidad
de saber que sus gastos elegibles serdn cubiertos en caso que usted se convierta en victima de robo de identidad. La cobertura incluye
salarios perdidos eligibles, honorarios de abogados y otros costos elegibles asociados con el proceso de retornar su vida a la normalidad.

El servicio opcional Account Protection Plus™—Protege Su Cuenta. Por unos cuantos centavos diarios usted tendrd la tranquilidad
de saber que su cuenta estard protegida en caso de que usted involuntariamente pierda su trabajo, quede incapacitado para trabajar, tome
una ausencia aprobada del empleo sin sueldo, o en caso de fallecimiento. No habr4 pagos mensuales, intereses, ni cargos a su cuenta. En

caso de que usted fallezca, su saldo completo, a la fecha de su fallecimiento, serd cancelado. Usted no podrd usar su arjeta durante
el perfodo del beneficio.

Hay tres formas muy ficiles de solicitar su tarjeta en espaiiol: responda por Internet en www.AceptaYa.com, llene el
Certificado de Aceptacién al pie de esta cartay envielo utilizando el sobre adjunto con franqueo prepagado, o llame gratis al
1-877-886-0675 para aprovechar esta oferta exclusiva. Su Nimero de Reservacién es 5931477789-PJ.

Atentamente, e

Ernesto Aguero
Director, Direct Merchants Credit Card Bank, N.A.




The Reservation Website

AcepiaYA.com

Conteste a mas tardar el: FECHA

Estimado John (). Sample:
2159 Greenspring Dr.
Timonium, MD 21093-9433

MNos complace el poder brindarle una
conveniencia mas: realizar su solicitud en linea.

Fara comenzar, localice el casillero que contiene su direccion
en el Certificado de la Solicitud

Ahoara, registre

b 2
(0999099990-X X /9803 AR 2082
YO 00

'il'lrlEig
Sacur ld

WERIFICA RN

Source: Metris

su Mumero de Reservacion
(que se encuentra

debajo de su direccion -
son 10 numeros vy 2 letras.)

@ Haga clic aqui para tramitar
su solicitud personal

Declaracion de Privacidad

© 2001-2004 Metns Direct, Inc.




Inside the Reservation Site — Prefill Helps Up
the Completion Ratio

B Complete su
informacion

Datos Personales

* Campos exigidos

Mombre* Inicial Apellido =+ Sufijo Fecha de Nacimiento

CHRISTIAN [T SILVA Seleccione uno || ; i
. : : [mes/dia/ano]
Direccion - Linea 1=*

- - # Seguro Social*
g LIVERMORE RD

Direccion - Linea 2 _
Apellido de su madre

LPpar
Ciudad=* Estado* Codigo Postal+ =equridad)

WELLESLEY HLS Massachusetts (sl {02481 Direccion de correo
. . electronico personal
Telafono Particular*

Hazga click sgul

NB: “Instant response” defacto standard Source: Metris




m‘
Account Information

Make a Pa yment

Credit Profile

FICO Score Freely Available After Login

Transier a Balance

Providian Visa®

Important Notifications

@ Keep track of vour credit uzing the FICO® Score Tracking chart below.

FICO® Score

Your FICO credit score is 803

New Messages [0

Help

Find out the primary reazong why vour 2core iz 803 |, and what actions can change it. See how

zimple changes can affect =cores with the FICO Simulater.

300 350 400 450 =00 550 ] 650

750 80D B50

M

Highest

Complete credit score analysis
Get vour complete credit report with tips for

Updated on: 04/01:2005

Provided by: TranzlUnion impraovement.

FICO Score Help

Learn More 0

Credit Report Snapshot

Mumber of Accounts:

Number of Open Accounts:

Murnber of Closed Accounts:
Inguiries:

Derogatory tems:
Mumber of Delinguencies:

Total Revolving Balances:

Source: Providian

18+

15+
Unavailable

1

0

Unavailakble

54 000-34 455

Account:

thEE_kkEE_wkks OO0 ot | @

Introducing Ellie Kay

America’z Famity Financial Expert®

Bezt-zeling author Ellie Kay helps families
get a handle on their finances. Now, she
teams with Providian to offer zimple ways to
better manage vour credit.

Learn More )

Credit Matters

Get your free Credit Education
Fulfilment Kit, full of valuable

information for managing vour
credit %ou will need Adobe®
Reader™ to download the Kit.

Download Credit Education 0

Credit 101

Create a Workable Budget

Credit Management
Protect %ourgelf from ldentity Theft

Quick Links

Budget Calculator

Spending Profile
E-mail Alerts



Powerful Affinity Brand Tie-ins (Bank One)

Home EaiU@esthicl Explore CardMember Services

+ Pay Online + Order Conwvenience Checks + Transfer A Balance
Account Summary > View Current Offers > Disney Merchandise

mﬂﬂMfMEEH H]:FEHS Llallcy Micicliialidlac L Print  [F Help With This Page

Click here to discover B Disney card Outstanding Balance 57718 Select Action :V.E
exciting offers from around

the world of Disnew. The following Disney Merchandise offers are currently available to you. To view the specifics of an offer,
click on the "offer description.” To see other categories of offers, please select from the View Other
Categories drop-down list.

Current Disney Offers

Sth Arrivers o View Other Categories | Szlect Catsgory Confirm
Savings—Just for T Select Categary
Cardmembers! Offer Description View All Categories B
Cardmember Exclusive "Happiest Celebration On Earth” Pin '.-\'_alt Disney WorldE Resort Meaw
Disneyland® Resort
: Ezrn Trigle* Rewards when yvou shop at DisnevAuctions.com | Disnsy Entertainment Mew
| oryor| " Cisn=y Marchandiss
Diﬁm_q]-:nd 'tu""t""“'f Earn Triple* Rewards when you shop at DisneyDeals.com Other Disney Wacations Mew
= e - Other Exciting Cffers
Save 10% on "A M'-'5|EE|! Summer Savings at Disneydirect.com News
History of Disneyvland®&" CD
box set at Sawve 10% on "A Musical History of Disneyland®"” CD Box Set MNew
DisneyDirect.com!
20% off Master Replicas Expiring Soon

Exclusive Lenox Salt B Pepper Shakers

Exclusive Pocoh B Friends Heffalump Figurine

Save 20 on 2 Day Blinds Disney Home Custom Window Coverings

Special Mickey Watch Offer — save 40%!

Special Offer from Disney Movie Club!

Springtime Savings at Disneydirect.com

Hawve Online Account Management Questions? Call us at 1-877-090-3872.

Hawve additional guestions regarding your Account? Call us at 1-800-3200-857 5.

© 2005 Disney as to Disney elements




Credit, Debit, & Check Purchases
Categorized & Summarized (Wells Fargo)

Credit Accounts

Outstanding Available
Balance Credit

CC personaltest  View Spending Report e ' $156.10| $8.843.90
Total $156.10 $8,843.90

Account Account Number

To end vour session, be sure to Sign Off.

Category MAY to Date

Airlines 50.00 $0.00 30.00
Auto Rental 20.00 50.00 20.00
Education $0.00 $0.00 $0.00
Gas / Automotive 588,34 50.00 20.00
Groceries 518.06 50.00 50.00
Healthcare 50.00 50.00 50.00
Household / Services / Utilities 50.00 50.00 50.00
Lodging $0.00 50.00 $0.00
Other Travel-Related & Entertainment 50.00 50.00 50.00
Restaurants $27.20 $0.00 $0.00
Fetail /| Department Stares 522.50 30.00 50.00
ATM Withdrawals $0.00 $0.00 50.00
Cash Advances from Credit Cards’ $0.00 $0.00 $0.00

Checks Written® £0.00 %0.00 £0.00




Discover Allows Unlimited Card Choice

Add a New Person to
Your Account

Request a New Card Design

Select an existing Cardholder to receive a new
Card degign. Want to share your Account
with someone new? Add sn

) DIOGO TEIXEIRA Al..lr!:-'izel:i User to your

Aczount. It's free—you can
O ROSIE TEIXEIRA aven chooss 2 ._"‘,ar; design for
© HEATHER TEIXEIRA e new usar

© ALEXANDER TEIXEIRA Request a New Card Design
© CHRISTINE TEIEIRA
© KIRSTEN BLAKELEY

© BERNARDO TEIXEIRA
© LUCY HELLER

© ROSALIND STRAWN

© MARIE TEIXEIRA

O EUNICE HAWLEY

Select a Card Design for: DANIEL D
TOMPKINS

Choose a design or browse another category

) GRETCHEN EWING Clear - Agquatic Wildlife View Another Card Design

© BUCHANAN EWING Category

© MARK LAWSHE o A A

© SIMONE MILLER | Clear - Aquatic Wildlife |1lm

) CHARLES BRUCE

¢ ROBIN ZOERHIDE

O ELLEN SWALLOW RICHARDS
O HENRY LIVERMORE ABBOTT
) ABIGAIL TUCK LIVEEMORE

i il 1'!"-!- R

O RUFUS LIWVERMORE Clear Clown Fish Clear Dolphin Sea Turtle
O MARY ASHTOMRICE LIWVERMORE

Select thiz Design Select thiz Design Select thiz Design

Clear Shark Clear Aquatic Life Clear Coral Reef

Zelect this De=ign Select thiz De=ign Select thiz Dezign




Linking the online statement to the Web

03:28/2008

dget Rent-A
03/26/2005 03/25/2005 48668 MG f AMERICAN FILM INSTITUT - LOS AN ove

STARE ExzonMobil

03/25/2005 524 » { PRESIDENT CIGAR 2 - WASHINGTON Haliday Inn
F‘|t-- Aid

02/2E/2008 7418 MC C RED FE 10 72 - SILVER

GHECK CUT DATE 3/26/0
03/30;2005 O 2005 g MC C SPORTS AND PHY L - W
03/30/2008 03/28/2005 F 7 C i JITHWES - DALLAS TX
WIPVD

1085

31 PVYD/BWI RNDTRFP BWI/PVD

Source: MBNA



B of A and I-Pix Allow Card Personalization

Step 2: Upload and Edit Your Photo

e instruct Frequently Asked
Questions

This example illustrates how to edit
your photo in the box to the left

TDelete




The Bottom Line — US Bank Websites

¢ Progress has been immense since 1999

¢ The website quality spread is very broad

¢ There’'s few established industry paradigms
¢ New developments tend to be modular

¢ Citibank is still ahead in most areas
v  AmEX, BofA interesting
v Fidelity rocks
v"Wells Fargo goes their own way

¢ Websites = high fixed cost = larger player
advantage
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