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Three Key Questions in 1999 

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

Paypal, others via web
EBPP takes off; check & paper decline

Barriers include:
Conceptual – what should a website do?
Behavioral – consumers must learn to use
Attitudinal – vision failure by banks/vendors
Security – new types of breaches

Winners: heavy investors relative to their size
Losers: web-only strategies



Global FSI Performance is Being Driven by 
Consumer Banking Activities

17%
20%

30%
38%

50%
52%
54%

56%
58%

63%
67%

70%
70%

88%

Mizuho Holdings

Sumitomo Mitsui`

Commerzbank

JP Morgan Chase

BNP Paribas

Abbey National

Citigroup

Banca Intesa

Wachovia***

Deutsche Bank

Credit Agricole

Bank of America**

Wells Fargo

Grupo Santander

Share of Total Net Income*

*      YE 2003 for US and Japanese banks; YE 2002 for European banks
**    Consumer and Commercial
***   General Bank 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



Checkfree quasi-
monopoly shows 
influence of web

Source: Checkfree



Internet-Related Spending Turning into a 
Flood
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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:

Legacy system constraints
Operational processes change slowly
Fear of consumer self-service
Fraud control efforts



US Banks – IT Spending Related to Internet
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Financial Services: 
IT Spending Forecast by Region
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Financial Services: 
IT Spending Growth by Region
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US Bank IT Spending on  Retail Service 
Delivery
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Enablement Will Drive Banking and 
Brokerage Adoption
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The Barriers

Expensive new business processes
Automation of old functions
Security
Timing & Behavior Changes Hard to Predict
Back-Office Ripple Effect



Viewing These Barriers Today
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Daily E-Mail Volumes at Selected FSIs
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Is E-Mail Going to Break the Bank?

Bank Costs for Call Center Contacts
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Completely Wrong on Email

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

High volume, totally impersonal
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
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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)
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US Growth Rate Reflects Branch Importance 
(American Banker’s “Infographic” – 1/20/04)



Credit Card Account Internet Access, 4Q99
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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 & 
phone channel: unique functions available
Paper statement & other paper communications 
suppression is the next big wave
Clear differences in banks’ online channel levels 
of investment & capabilities



Product Integration is Fundamental Choice
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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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Major Issuers Offering Selected Online Self-
Services March 2005
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Paper Solicitation adds Website

Source: Metris



The Reservation Website

Source: Metris



Inside the Reservation Site – Prefill Helps Up 
the Completion Ratio

Source: MetrisNB: “Instant response” defacto standard



FICO Score Freely Available After Login

Source: Providian



Powerful Affinity Brand Tie-ins (Bank One)



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



Discover Allows Unlimited Card Choice



Linking the online statement to the Web 

Source: MBNA



B of A and I-Pix Allow Card Personalization



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

AmEx, BofA interesting
Fidelity rocks
Wells Fargo goes their own way

Websites = high fixed cost = larger player 
advantage
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