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What you need to think about in Payments

PAYMENTS GROWTH IS 
CONCENTRATED IN 

ELECTRONIC PAYMENTS 
– AND CARDS

MARKET 
CONCENTRATION 

IS HIGH

DISRUPTORS ARE 
CONTINUING TO GAIN 

GROUND

YOUR MEMBERS AND 
MARGIN ARE AT RISK

• How do you differentiate to your members?

• How do you stay relevant and primary in digital commerce?

• What strategies can you deploy to drive engagement and growth?

• What investments do you make in technology and functionality?

• Do you have the right vendors and relationships?

• How do you build a payments roadmap to protect your payments 
business over the next 2-3 years?
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Payments Landscape
Processors and ProvidersDigital Payments & Disruptors

NetworksNetworks

X

?

X X

?
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The Year of Payments Mega Deals

Source: Payments.com; Cornerstone Advisors

The overarching goal is to offer “one-stop shops” for any number of devices, software and services for companies that give merchants 
and banks the ability to offer end consumers a range of (cashless) payment choices.

$21.5B

$35.0B

$22.0B



Digital Payments – Ecosystem

Merchants FintechCredit Unions & Banks

Banking as a Service
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Payments Instruments by the Numbers – Projection

2012 - 2017 Actuals
Type Volume Transactions

PAPER -16% -11%
Cash -2% -4%
Checks -34% -38%
Other (MO,CC,TC) -35% -34%

CARDS 42% 39%
Credit Cards 48% 52%
Debit Cards 38% 37%
Prepaid 20% 11%

ELECTRONIC 29% 47%
Preauthorized Payments 28% 47%
Remote Payments 29% 46%

Total 21% 19%

5 Year Change 2017 - 2022 Projections 
Type Volume Transactions

PAPER -16% -1%
Cash 3% 10%
Checks -54% -61%
Other (MO,CC,TC) -21% -22%

CARDS 41% 30%
Credit Cards 43% 35%
Debit Cards 40% 29%
Prepaid 28% 20%

ELECTRONIC 20% 27%
Preauthorized Payments 17% 28%
Remote Payments 24% 26%

Total 24% 20%

5 Year Change
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Payment Mix – Digital and POS

WorldPay Global Payments Report 2018



11.40%

25.00%

9.10%20.50%

29.50%

4.50%
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What trend is most concerning/interesting to you?

Speed Migration 
to P2P

Merchants

Other

Margin 
Compression

Alternative Bank 
SolutionsNew Account 

Growth



Debit Card
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What Does the Debit Card Market Look Like?

• 47% owned by 10 FIs

• 66% owned by 50 FIs

• 34% owned by everyone else

• Many new players looking to 

gain ground in the market

• How do you grow your piece 
of the market
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Chime Bank 
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Square Debit for Business 

“We now offer all sellers who use our point of sale a place to 
store their money, and a MasterCard to spend it instantly. 
No bank account needed.”

– Jack Dorsey, CEO of Square
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New Mobile-First Banking Entrants / “Banking as a Service”

• Attractive Rates: 4.00% Annual Percentage Yield (APY)
• T-Mobile has 80 million+ mobile customers
• The banking engine behind T-Mobile Money is BankMobile

• Offering Digital Debit and Credit Card
• Apple has 1.3 billion+ active devices
• The banking engine behind the Apple Card is Goldman 

Sachs for credit and GreenDot for Apple Cash

Apple T-Mobile
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Relationship Based – Credit Union 
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Relationship Based – Top 5



Debit Interchange Trends
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Debit Revenue

Merchant Steering
PINless Debit

Merchant Network Deals
Fintech Disruptors



Credit Card
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What Does the Credit Card Market Look Like?

• 83% owned by 10 FIs

• 93% owned by 20 FIs

• 7% owned by everyone else

• Primary bank market share?

• Drivers of card selection

• Functionality that drives usage

• Acquisition channels
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Petal – Starter Card



Zero Card – Hybrid Debit & Credit

20
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BREX – Small Business Credit Card
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Loyalty & Rewards Drive Consumer Behavior

TSYS 2017 US Consumers Payment Study

2018 79%
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Loyalty & Rewards – Cash Back is King

TSYS 2018 US Consumers Payment Study
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Rewards Paradox 



Loss Trends

Federal Reserve Data 25

• Delinquency and Losses have been at a 15-year low

• Recent quarters have been trending upward and leading to pull back 
in lending
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Margin Pressure
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• Historically low cost of funds has led to higher margins

• The increasing trend in losses and the higher costs of funds will put 
significant pressure on credit card profitability 
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Music Industry – A sign of things to come?



P2P
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P2P Adoption and Demographics



Are We Talking About the Same Thing?

30

We do see people use the Cash App fundamentally as you 
would expect them to use a bank account," "They store 
money with us, it's accepted anywhere Visa is accepted. 
They can send and receive money from friends and family.“

– Jack Dorsey, CEO of Square

Most Zelle transactions don’t leave the sender’s bank. More 
than 70% of transfers are between two customers who have 
accounts at the same institution. 

– Lou Anne Alexander, 
Group President for Payments, 
Early Warning Services LLC
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Venmo and Square Debit Products
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P2P Adoption and Demographics

2018 US Consumer Payment Study TSYS



Digital Wallets & Payments
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Mobile Wallet Adoption

Pymnts.com – Mobile wallet adoption 2018 - https://www.pymnts.com/mobile-wallet-adoption-statistics/

• Mobile Wallets have not been the boon to digital payments many 
predicted

• Wal-Mart Pay is the highest usage wallet at 6%
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Digital Payments – More than Wallets
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Digital Payments - Trends

• In-App Payment awareness 
is static 

• Awareness is much higher 
in younger demographics

• In-App Payment growth is 
happening online more so 
than in store

2018 US Consumer Payment Study TSYS



Other Payment Considerations



• Global Fraud is projected to decline from $0.072 per $100 to $0.063 
per $100 over the next 2 years

• False Positive impact on card usage can be as much as 25%

38

Fraud



Bill Pay

39Cornerstone Report 

TSYS 2017 U.S. CONSUMER PAYMENT STUDY

10% of checking account users are active Bill Pay

47% of Bill Pay users are active

Average about 2 transactions per month

Transaction costs the bank or credit union

Opportunity to migrate Bill Pay volume to Card based transactions

P2P rails could be leveraged to displace Bill Pay transactions

2018 US Consumer Payment Study TSYS
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Real Time Payments

The Clearing House , Deloitte Real Time Payments Study
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So What Now?

PAYMENTS GROWTH IS 
CONCENTRATED IN 

ELECTRONIC PAYMENTS –
DEBIT AND CREDIT CARDS

MARKET 
CONCENTRATION 

IS HIGH

DISRUPTORS ARE 
CONTINUING TO GAIN 

GROUND

YOUR MEMBERS AND 
MARGIN ARE AT RISK

• How do you differentiate to your members?

• How do you stay relevant and primary in digital commerce?

• What strategies can you deploy to drive engagement and growth?

• What investments do you make in technology and functionality?

• Do you have the right vendors and relationships?

• How do you build a payments roadmap to protect your payments 
business over the next 2-3 years?
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Payments Toolkit
Is your toolbox complete?

Tony DeSanctis, Senior Director
adesanctis@crnrstone.com
480-990-5705



Digital Banking and Account 
Onboarding
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Size Doesn’t Matter in Online Deposit Opening

• Most banks open less than 10% online.

• Cornerstone predicts that this will be 
25% by 2021.

• All tiers will expect a common platform 
for online and branch/call center.

Source: Cornerstone Report Data

78%
59%

Total Retail Total Commercial

% with Online Account Opening

47%

34%

6%

2%
11%

Retail

78%

13%

5%
4%

Commercial

57%27%

6%

1%
9%

All Institutions

% of Accounts Opened Online 0-5% 5-10% 10-15% 15-20% 20-100%
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Big Banks Are Nailing the Digital Shift
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Digital Drives the Highest Value Based on Servicing/Retention

Predicting the Pace of Migration Lead or React

 -  2,000  4,000  6,000  8,000  10,000  12,000

Other Deposit

Checking

Credit Card

Consumer

Mortgage/HE

31,200 Total Sales - 13 Percent Digital

Branch Call Center Web/Mobile

 -  2,000  4,000  6,000  8,000  10,000  12,000  14,000  16,000

Other Deposit

Checking

Credit Card

Consumer

Mortgage/HE

39,800 Total Sales - 24 Percent Digital 

Branch Call Center Web/Mobile

Today Tomorrow



• Account Onboarding = New Phone Purchase

• Onboarding is more than instant issue

• Online account opening and onboarding are the next frontier

Account Onboarding

55



Mapping Results: In-branch New Account Opening
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Product: Channel: Persona:

Step: 1 2 3 4 5 6 7 8 9 10

M
e
m

b
e
r Walks into 

branch and 
explains needs to 

Teller, signs in

(Re-)explains 
general needs

Provides SSN and 
two forms of ID

Educated on 
relevant products 

and options

Signs disclosures 
and forms via 
signature pad

Waits at desk

Answers OLB 
security 

questions and 
creates password

Completes a tour 
and meets the 

branch manager

Contacted as 
part of 2-2-2-6 

program, 
marketing 

campaigns, and 
survey

M
e
m

b
e
r

F
a
c
in

g TELLER directs 
member to sign 

into lobby 
tracking

MSR enters SSN 
and ID 

information

MSR checks 
options for debit, 

ODP, checks, 
starter checks, 

and digital 
banking

MSR accepts 
check or cash for  
funding, walks 
MBR through 
disclosures/ 

forms

MSR fills out 
instant issue 

system form and 
sends to 
manager

MSR walks MBR 
through OLB set 

up and turns 
keyboard + 

monitor

MSR completes 2-
2-2 onboarding 
follow ups, MGR 
follows up at 6 

months

S
u

p
p

o
rt MSR sees person 

waiting in LTS 
queue

MSR takes notes 
in LTS and email

MSR builds out 
the member 

profile and run 
ChexSystems

MSR scans ID 
and prints forms 

as they are 
signed

MGR or LEAD 
print debit card, 

MBR prints 
packet and builds 

new account 
folder

MARKETING 
submits survey 

and other 
communications

= - - = = - - + =

+ ⑧

= ① ④ ⑤ ⑨

- ② ③ ⑥ ⑦

Account opening Branch Robert

M
e
m

b
e
r

E
x
p

e
ri

e
n

ce



Key Takeaways for Payments Owners – 1 

7

• Pre-approved credit offer
• Ability to instant issue credit cards

Cross-Sell

Debit Card Issuance

• Instant Issue and real-time activation
• PIN selection

• Approval process

• Options if account is opened remotely

Digital Banking Enrollment

• Mobile-first enrollment capability
• Overview of key features (e.g., mobile card controls)

 Integrated or standalone card control

• Digital payments onboarding
 Recurring payments (e.g., cell phone)

 Digital wallets (e.g., Pay Pal)



Key Takeaways for Payments Owners – 2 
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Onboarding Follow-Up

• Data-based triggers (e.g., debit card usage)
• Education/“nudge” about rewards and/or card benefits

• Clear roles and transparency related to customer outreach

 Account usage, authorized users, etc.
 Inactive customer incentives



Payments Organization
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What Should a Product Manager Do?

• Define the product strategy and roadmap
• Deliver product specifications with prioritized features and corresponding 

justification
• Work with external third parties to assess partnerships and licensing 

opportunities
• Be an expert with respect to the competition
• Develop the core positioning and messaging for the product
• Perform product demos to internal staff
• Recommend pricing to meet revenue and profitability goals
• Deliver a monthly revenue forecast 
• Develop sales tools and collateral
• Propose an overall budget to ensure success
• Brief and train the sales force
• Act as a leader within the company to focus on product growth and 

opportunity



Functional Ownership – Payments Product Manager 
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Marketing/ Sales Performance -

New Account Marketing 

Rewards

Promotional Offers

Sales Campaigns

Channel Strategies

Existing Account Marketing 

Early Month on Books Strategy

Usage Strategies

Sales and Performance Management and tracking

New Account Activation and Usage

Existing Account Balances

Existing Account Activation and spend

Strategy Performance (New and Existing)

Operations 

Branch Inquiries / Escalations

Customer Escalations

Other LOB and Executive Complaints/Escalations

Training/Education

Fraud/Disputes

Gross Fraud / Net Fraud - Chargebacks, Loss Forecasting 

Fraud Types and Trends (CNP, POS, Account Takeover)

Travel and Merchant Strategies

Rule development - Custom to your market

False Positive Rates - Customer impacts, Reporting

Credit 

Underwriting guidelines

Approval rates

Standard and Preapproval strategies

Credit Line Increase / Credit Line Decrease

Fraud Applications/KYC/AML

Loss Trending and Forecasting

Finance / IT 

Daily settlement

Nightly payments process

Annual budgeting 

Ongoing Reporting

Performance Forecasting

Data Gathering and Rollup

Website/Mobile integration

File transmission – data integrity

Collections – Vendor / Internal 

Vendor Management – FFIEC, SSAE16, Third Party Risk

Compliance – Reg E, Reg Z, Card Act



Product Manager Market

12Salary.com



Vendor Relationship



Strategic Imperatives

A Card Vendor Must:

 Have a proven core integration story

 Have credible market presence

 Have an established fraud program

 Support customization

 Have a strong suite of APIs

 Offer access to actionable data 

 Have proactive program 
management

 Have a reasonable price

14



Credit ProcessorsCredit ProcessorsCredit Processors

Debit Processors

Networks Owner 

Visa Debit Visa

Mastercard M/C

Network Owner ATM, POS, Both

NYCE FIS Both

Star First Data Both

Accel Fiserv Both

Pulse Discover Both

Maestro Mastercard Both

Interlink Visa POS

Shazam ITS Both

Jeanie Worldpay Both

CULIANCE FIS Both

AFFN AFFN Both

CO-OP CO-OP ATM

Moneypass Fiserv ATM

Plus Visa ATM

Cirrus Mastercard ATM

Full Service 
Capability

Bank or 
Credit Union

Resellers 

CO-OP C

PSCU C

CO-OP C

JHA CPS C/B

MAP C

Bank or 
Credit Union

Processors

TSYS Y

First Data Y

Fiserv Y

FIS Y

Resellers 

PSCU C

CO-OP C

JHA CPS C/B

Worldpay C/B

Processors 

FIS

Fiserv

Worldpay

First Data

Shazam

Visa DPS

Mastercard PTS

Payments Ecosystem

15



The Evolution of Processor Selection

2005 2010 2017 2021

16



Integration Considerations

Core

VENDOR
CONSIDERATIONS

Processor 
to themselves 

Mobile

Online

Data 
Warehouse

17



I. Mitigate vendor risks
II. Improve vendor 

performance and 
accountability

III. Take advantage of growth 
commoditized pricing in 
key technologies to fund 
the innovative spending 
required for the future

18

The Three Pillars of Vendor Management



Before the Contract

• Develop business line and 
IT plans, budgets and KPIs

• Develop new purchase 
approval criteria including 
business case template for 
all significant vendor 
decisions. 
• Document expected costs, 

risks to be mitigated AND 
expected benefits. Quantify 
it. 

• Structured evaluation 
process and selection 
criteria

19

Vendor Performance Best Practices

At Contract Negotiations

• Guarantees of specific 
requirements, specific 
release dates, roadmap 
items, testing of new 
patches/releases 

• Buy continuous training

• Try to tie to KPIs

• SLAs with penalties and 
easy outs – uptimes, 
output times, error 
resolution times, quality of 
new releases

• Negotiate utilization 
reviews

After the Contract is Signed

• User surveys

• Ongoing evaluation of 
original business case ROI

• Best practice sharing

• Continuing training

• SLA and contract 
monitoring

• Participate in user groups

• Actively manage account 
managers

• Utilization 
reviews/optimization 
studies



What are your goals for the 
session?



Payments Game Plan
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• Assessment 
A deep dive into the 
data and your current 
situation. We also draw 
on the data we have 
from other clients.

• Strategy
Development of the 
solutions you need to 
move forward and 
maximize the 
opportunities that are 
waiting for you. 

ASSESSMENT

• Data Gathering

• Product Management

• Competitive Landscape

• Product Assessments

STRATEGY

• Payment Strategy

• Marketing Plan

• Payments Roadmap

• Payments Performance



Payments Metrics – Key Drivers of Profitability
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Measurement Key Performance Indicator Debit Credit

Penetration #Checking Accounts with Card/
#Total Accounts 

Penetration #Members with Card/#Total Members 

Activation #Accounts with spend/accounts or Credit Card 
Balance > 0  

Usage #Transaction/#Active Cards  

Usage $Total Spend/#Transactions  

Usage $Interchange Income/$Total Spend  

Account Growth New Accounts / Applications 

Effective Interest Rate Interest - cost of funds / Total Balances 

Credit Loss Net Charge Off / Total Balances 

Fraud Loss Net Fraud Losses Spend  



Payments Metrics – Data Gathering – Debit 
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Payments Metrics – Data Gathering – Issuing Credit

24



Payments Metrics – Data Gathering – Agent Credit

25



Functional Ownership – Payments Product Manager 
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Marketing/ Sales Performance -

New Account Marketing 

Rewards

Promotional Offers

Sales Campaigns

Channel Strategies

Existing Account Marketing 

Early Month on Books Strategy

Usage Strategies

Sales and Performance Management and tracking

New Account Activation and Usage

Existing Account Balances

Existing Account Activation and spend

Strategy Performance (New and Existing)

Operations 

Branch Inquiries / Escalations

Customer Escalations

Other LOB and Executive Complaints/Escalations

Training/Education

Fraud/Disputes

Gross Fraud / Net Fraud - Chargebacks, Loss Forecasting 

Fraud Types and Trends (CNP, POS, Account Takeover)

Travel and Merchant Strategies

Rule development - Custom to your market

False Positive Rates - Customer impacts, Reporting

Credit 

Underwriting guidelines

Approval rates

Standard and Preapproval strategies

Credit Line Increase / Credit Line Decrease

Fraud Applications/KYC/AML

Loss Trending and Forecasting

Finance / IT 

Daily settlement

Nightly payments process

Annual budgeting 

Ongoing Reporting

Performance Forecasting

Data Gathering and Rollup

Website/Mobile integration

File transmission – data integrity

Collections – Vendor / Internal 

Vendor Management – FFIEC, SSAE16, Third Party Risk

Compliance – Reg E, Reg Z, Card Act



What % of time is spent on these functions?

27

Functional Role % of Time Comments

Marketing / Sales Performance

Operations

Collections

Vendor Management

Compliance

Finance & IT

Fraud and Disputes

Credit/Underwriting

Total Time Payments Leader 100%



Payments Product and Features Assessment
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Product Feature Credit Debit

Digital Applications

Instant Issue

Card Controls

Email/Text Alerts

Digital Wallets

Existing Account Marketing

Credit Rewards

Promotional Offers 

Sign up Bonus

Business Products

Person to Person Payments



Competitor Analysis – Debit
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FI Product Key Features Competitive 
Advantage Comments

You 

Competitor 1

Competitor 2

• Instructions
Compare yourself with your key competitors on product offerings, key 
features, their competitive advantage, and any comments or concerns



Competitor Analysis – Credit

30

FI Product Key Features Competitive 
Advantage Comments

You 

Competitor 1

Competitor 2

• Instructions
Compare yourself with your key competitors on product offerings, key 
features, their competitive advantage, and any comments or concerns
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Product Assessment Example – Retail Checking

Market Analysis Competitive AnalysisPerformance Analysis

• Low rates have cooled 
balance-related deposit 
competition but this is very 
likely to change

• Durbin and further OD 
regulations could pose strong 
threats to checking 
profitability

• Consumers have shifted 
delivery channels but the 
majority of checking account 
opening is still branch based. 

• Large banks and FinTechs are 
winning the digital account 
opening battle vs. credit 
unions

• Strong checking growth, but  
tempered profitability

• Strong % of “unengaged” 
checking members

• Historical relationship packages 
are deposit and loan balance 
based.

• Solid loan and credit card cross 
sell within checking base but 
still low overall member 
penetration rates

• Large banks have rolled back 
free checking and firing the 
unprofitable

• Reactive “hard” fees 
coming in quickly

• Some large players are paying 
high $ rewards to open 
accounts

• High sensitivity to consumer 
fee increases 

• Non-branch players not yet 
impacting share but could as 
rates rise

• FI’s are looking for ways to fix 
the unprofitable 

• Many “gimmicks” being used 
to sell value of checking 
relationships but most are not 
successful.
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Product Assessment - Debit

Market Analysis Competitive AnalysisPerformance Analysis

• Bullet 1 • Bullet 1
• Bullet 1
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Product Assessment - Credit

Market Analysis Competitive AnalysisPerformance Analysis

• Bullet 1 • Bullet 1
• Bullet 1



Payments Strategies – Open Discussion
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Penetration

Activation

#of Transactions

Avg $ Ticket

Penetration
Activation

Spend

Balance Growth

Loss Mitigation

1. Expanding Acquisition Channels

2. Onboarding Enhancements

3. Activation Promotions

4. Usage Campaigns

5. Digital / Recurring Adoption

6. Seasonal Campaigns

1. Expanding Acquisition Channels

2. Onboarding Enhancements

3. Activation Promotions

4. Usage Campaigns

5. Rewards Offerings 

6. Underwriting Enhancements



Office
7272 E. Indian School Road, 
# 400 Scottsdale, AZ 85251

Phone
480.990.5705(o)
207.669.5777(c)

Email | Website
adesanctis@crnrstone.com
www.crnrstone.com
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Deep Dive
Are you actively managing payments?

Tony DeSanctis, Senior Director
adesanctis@crnrstone.com
480-990-5705



Payments Game Plan

1

• Assessment 
Where are you now, 
relative to market?

• Strategy
What’s your game plan for 
improving?

ASSESSMENT

• Data Gathering

• Product Management

• Competitive Landscape

• Product Assessments

STRATEGY

• Payment Strategy

• Marketing Plan

• Payments Roadmap

• Payments Performance
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Payment Cards by the Numbers 

Payment Card 2012 Share 2017 Share 2022 Share Growth

Credit Card $2,448 53% $3,597 54% $5,119 55% 42%

Debit Card $2,187 47% $3,019 46% $4,194 45% 39%

Total $4,635 $6,616 $9,313 41%

Payment Card 2012 Share 2017 Share 2022 Share Growth

Credit Card 26,410 31% 40,023 34% 53,883 35% 35%

Debit Card 57,628 69% 78,452 66% 100,888 65% 29%

Total 84,038 118,474 154,771 31%

Spend

Volume
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Payment Cards by the Numbers

Payment Card 2012 Share 2017 Share 2022 Share Growth

Debit Card $2,187 47% $3,019 46% $4,194 45% 39%

Signature $1,554 34% $2,198 33% $3,134 34% 43%

PIN $423 9% $537 8% $691 7% 29%

Private Label $210 5% $285 4% $369 4% 30%

Payment Card 2012 Share 2017 Share 2022 Share Growth

Debit Card 57,628 69% 78,452 66% 100,888 65% 29%

Signature 40,837 49% 57,558 49% 75,199 49% 31%

PIN 10,916 13% 13,645 12% 16,890 11% 24%

Private Label 5,875 7% 7,249 6% 8,800 6% 21%

Spend

Volume



0.51%

0.64%

0.45%
0.48%

1.09%

0.55%

0.73%

0.93%

0.80%

0.70%
0.73%

0.54%

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

1.40%

1.60%

ACCEL AFFN ATH Culiance Interlink Jeanie Maestro NetWorks NYCE PULSE SHAZAM STAR

PIN Interchange by Network

You have to manage your Network(s)

4
Fed Tables July 2017
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Network
2017 Average 
Transaction $$

2017 Avg Intx 
per Transaction

2013 Average 
Transaction $$

2013 Avg Intx 
per Transaction

Dual Message
Discover 38.22$          0.57$           52.23$          0.73$           
MasterCard 38.87$          0.58$           37.23$          0.55$           
Visa 36.52$          0.49$           35.65$          0.47$           
Single Message

Accel 41.75$          0.21$           42.28$          0.26$           
Jeanie 45.53$          0.25$           47.08$          0.28$           
AFFN 37.85$          0.24$           41.09$          0.27$           
Star 36.20$          0.19$           37.70$          0.20$           
Pulse 40.09$          0.28$           40.82$          0.30$           
Interlink 32.06$          0.35$           36.15$          0.36$           
CULIANCE 47.22$          0.23$           48.26$          0.23$           
NYCE 36.20$          0.29$           39.72$          0.29$           
Shazam 34.45$          0.25$           42.56$          0.25$           
Maestro 33.69$          0.25$           39.19$          0.25$           

Source: Federal Reserve Average Debit Card Interchange Fee by Payment Card Network, 
October 25, 2018

Is Your Vendor Issuer or Acquirer Friendly?



21.60%

56.80%

21.60%

How may PIN networks do you belong to?

One NetworkMore Than 
Two Networks

Two Networks

21.60%

6
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Debit Revenue

Merchant SteeringMerchant Network Deals

PINless 
Debit

Fintech 
Disruptors



10.80%

48.60%

40.50%

Do you have a debit marketing strategy?

Actively 
Market For 
New Debit 
Cards

Don’t 
Actively 
Market 
Debit

Market To 
Existing 
Debit 
Cardholders 
And New 
Debit 
Accounts

10.80%

8



Marketing Differentiation - Debit
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59.50%

10.80%

29.70%

Do you offer Instant Issue?

Yes, 
Every 
Branch 
Has 
Machines

We Leverage 
Our Processor 
As Primary 
Card 
Production

It Is Centralized 
Internally At 
HQ

10Based on Webinar attendees
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Account Onboarding – Path to Victory

• Account Onboarding = New Phone Purchase

• Instant issue is table stakes to compete

• Onboarding is more than instant issue

• Online account opening and onboarding are the next frontier



Marketing Differentiation - Debit
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Payment Cards by the Numbers 

Payment Card 2012 Share 2017 Share 2022 Share Growth

Credit Card $2,448 53% $3,597 54% $5,119 55% 42%

Debit Card $2,187 47% $3,019 46% $4,194 45% 39%

Total $4,635 $6,616 $9,313 41%

Payment Card 2012 Share 2017 Share 2022 Share Growth

Credit Card 26,410 31% 40,023 34% 53,883 35% 35%

Debit Card 57,628 69% 78,452 66% 100,888 65% 29%

Total 84,038 118,474 154,771 31%

Spend

Volume
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What Does the Credit Card Market Look Like?

• 83% owned by 10 FIs

• 93% owned by 20 FIs

• 7% owned by everyone else

• Primary bank market share?

• Drivers of card selection

• Functionality that drives usage

• Acquisition channels



16

33.30%

33.3%

13.3%

6.7%

What is your highest priority for credit?

Revenue 
Growth 
(Interest and 
Interchange)

Relationship 
Growth 
(Cross-sell and 
Deeper 
Relationship) 

16

46.7%

Loss 
Mitigation 
(Chargeoff 
and Fraud)

Other



Customer Loyalty?

Source: Oliver Wyman – Achieving Top of Digital Wallet

17



Primary Acquisition Channels?

Contact Center

Direct Mail

Branch

Digital



What is your primary channel of new account 
growth for your credit card program?

Branch
73.3%

Other
27%

19

Mobile/Digital 
0%
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Mobile Is Significant Application Driver

CFPB study



Do You Have the Right Product?

21



0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

70.00%

80.00%

90.00%

100.00%

Consumer without
rewards

Consumer with
rewards

Premium card (Visa
Signature/World)

Small business

What Credit Products Do You Offer?

60.00

22
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Loyalty & Rewards Drive Consumer Behavior

TSYS 2017 US Consumers Payment Study
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Loyalty & Rewards – Cash Back is King

TSYS 2016 US Consumers Payment Study
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Rewards Paradox 
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Credit Demographics – Generational

Experian – State of credit infographic 2018
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Credit Demographics – Score Bands

CFPB Consumer Credit Market Study – Dec 2017
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Credit Card Balance Regional View

https://www.experian.com/blogs/ask-experian/state-of-credit//



Loss Trends

Federal Reserve Data 29

• Delinquency and Losses have been at a 15-year low

• Recent quarters have been trending upward and leading to pull back 
in lending

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%
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Delinquency and Charge Off – Top Issuers

30

Bank DLQ (1-19) DLQ (12-18) NCO (1-19) NCO (12-18)

Capital One 4.16% 4.04% 5.08% 4.95%

American Express 1.5% 1.4% 2.2% 2.2%

Chase 1.21% 1.17% 2.26% 2.35%

Synchrony 5.7% 5.8% 5.7% 5.7%

Discover 2.49% 2.43% 3.09% 3.06%

• Delinquency and Losses driven by segmentation and target market 
in addition to underwriting and collection efforts

• Month-over-month trends can be misleading if not seasonally 
adjusted



Margin Pressure
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• Historically low cost of funds has led to higher margins

• The increasing trend in losses and the higher costs of funds will put 
significant pressure on credit card profitability



Benchmarks Metrics

32

https://www.aba.com/Press/Documents/2018Q2CreditCardMonitor.pdf



20.00%

53.3%

6.7%

What is your primary credit card value proposition?

Strong 
Rewards 
Program

Relationship 
Value (credit 
card earns 
benefits across 
products)

Other 

Low 
Interest 
Rates / 
Promo Rates

21%

33

19%



Marketing Differentiation – Credit

34



Digital and Recurring Payments

35

Recurring transactions processed on debit and credit cards in the United States are expected to 
reach $473 billion by 2021.



Functional Ownership – Payments Product Manager 

36

Marketing/ Sales Performance -

New Account Marketing 

Rewards

Promotional Offers

Sales Campaigns

Channel Strategies

Existing Account Marketing 

Early Month on Books Strategy

Usage Strategies

Sales and Performance Management and tracking

New Account Activation and Usage

Existing Account Balances

Existing Account Activation and spend

Strategy Performance (New and Existing)

Operations 

Branch Inquiries / Escalations

Customer Escalations

Other LOB and Executive Complaints/Escalations

Training/Education

Fraud/Disputes

Gross Fraud / Net Fraud - Chargebacks, Loss Forecasting 

Fraud Types and Trends (CNP, POS, Account Takeover)

Travel and Merchant Strategies

Rule development - Custom to your market

False Positive Rates - Customer impacts, Reporting

Credit 

Underwriting guidelines

Approval rates

Standard and Preapproval strategies

Credit Line Increase / Credit Line Decrease

Fraud Applications/KYC/AML

Loss Trending and Forecasting

Finance / IT 

Daily settlement

Nightly payments process

Annual budgeting 

Ongoing Reporting

Performance Forecasting

Data Gathering and Rollup

Website/Mobile integration

File transmission – data integrity

Collections – Vendor / Internal 

Vendor Management – FFIEC, SSAE16, Third Party Risk

Compliance – Reg E, Reg Z, Card Act



Functional Role % of Time Attendee 
Average

Cornerstone 
Recommendation

Marketing / Sales Performance 40%

Operations 15%

Collections 5%

Vendor Management 5%

Compliance 5%

Finance & IT 10%

Fraud and Disputes 10%

Credit 10%

Total Time Payments Leader 100% 100% 100%

What % of time is spent on these functions?

37



Fraud Trends
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Fraud Performance



• Card not present application fraud and account takeover are growing fraud 
and credit risks

• In additional to account takeover and ID theft synthetic IDs are projected to 
grow 32% over the next 2 years

40

Fraud Trends



Card Not Present Fraud

https://www.federalreserve.gov/paymentsystems/files/debitfees_costs_2015.pdf 41

• CNP is growing much faster than in person fraud and is projected to reach $130B by 
2023

• Single message card not present transactions have a much bigger impact to issuers 
based on chargeback rule gaps between signature and PIN networks



• 20% drop in card usage after second decline at time of authorization

• Javelin indicates about $118B in transactions wrongly declined 
compared to $9B in actual fraud

42

Fraud Management Is All About Balance



Strategic Payments Plan



Payments Game Plan

44

• Assessment 
Where are you now, 
relative to market?

• Strategy
What’s your game plan for 
improving?

ASSESSMENT

• Data Gathering

• Product Management

• Competitive Landscape

• Product Assessments

STRATEGY

• Payment Strategy

• Marketing Plan

• Payments Roadmap

• Payments Performance



Managing Debit KPIs

45

Debit Key Metrics July -June 17 Trend July -June 18

Checking Accounts/Branch 0 0

Penetration Rate 0% 0%

% Active 0% 0%

Sig Interchange per Sig Transaction $0.00 $0.00

PIN Interchange per PIN Transaction $0.00 $0.00

Sig Interchange % per Sig Transaction 0.00% 0.00%

PIN Interchange % per PIN Transaction 0.00% 0.00%

Sig Interchange per Active Debit Card/yr $0.00 $0.00

PIN Interchange per Active Debit Card/yr $0.00 $0.00

Total Interchange per Active Debit Card/yr $0.00 $0.00

% of Debit Txns That Are Sig Based 0% 0%

Avg Spend per Sig Transaction $0.00 $0.00

Avg Spend per PIN Transaction $0.00 $0.00

Avg Spend per Transaction $0.00 $0.00

Avg Sig Transactions per Active Card/mo 0.00 0.00

Avg PIN Transactions per Active Card/mo 0.00 0.00

Avg Transactions per Active Card/mo 0.00 0.00

The KPIs for debit are Penetration Activation and Usage (PAU)



Managing Credit KPIs

46

The KPIs for Credit include PAU as well as Risk Adjust Interest Margin

July -June 17 Trend July -June 18

Total % Active 0% 0%

Average Spend per Transaction $0.00 $0.00

Average Transaction per Active Account/mo 0.00 0.00

Balance/Active Account $0 $0

Interchange Rate 0.00% 0.00%

Interchange per Transaction $0.00 $0.00

Interchange per Active Account/yr $0.00 $0.00

Application Approval Rate 0% 0%

Applications 0 0

Net Chargeoff 0% 0%

Net Chargeoff Rate (Ending) 0.00% 0.00%

Effective Interest Rate (Net COF) 0% 0%

Loss Rate (Fraud and Credit) 0.00% 0.00%

Risk Adjusted Interest Margin 0% 0%
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Product Assessment Example – Retail Checking

Market Analysis Competitive AnalysisPerformance Analysis

• Low rates have cooled 
balance-related deposit 
competition but this is very 
likely to change

• Durbin and further OD 
regulations could pose strong 
threats to checking 
profitability

• Consumers have shifted 
delivery channels but the 
majority of checking account 
opening is still branch based. 

• Large banks and FinTechs are 
winning the digital account 
opening battle vs. credit 
unions

• Strong checking growth, but  
tempered profitability

• Strong % of “unengaged” 
checking members

• Historical relationship packages 
are deposit and loan balance 
based.

• Solid loan and credit card cross 
sell within checking base but 
still low overall member 
penetration rates

• Large banks have rolled back 
free checking and firing the 
unprofitable

• Reactive “hard” fees 
coming in quickly

• Some large players are paying 
high $ rewards to open 
accounts

• High sensitivity to consumer 
fee increases 

• Non-branch players not yet 
impacting share but could as 
rates rise

• FI’s are looking for ways to fix 
the unprofitable 

• Many “gimmicks” being used 
to sell value of checking 
relationships but most are not 
successful.
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Product Assessment - Debit

Market Analysis Competitive AnalysisPerformance Analysis

• Bullet 1 • Bullet 1
• Bullet 1
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Product Assessment - Credit

Market Analysis Competitive AnalysisPerformance Analysis

• Bullet 1 • Bullet 1
• Bullet 1
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Recommendation 1
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Recommendation 2
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Recommendation 3



Payments Marketing Calendar
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Debit 
Marketing 
Calendar

Credit 
Marketing 
Calendar

Q3 18 Q4 18 Q1 19 Q2 19 Q3 19 Q4 19 Q1 20 Q2 20 Q3 20 Q4 20

Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard

Inactive Inactive Inactive Inactive Inactive Inactive Inactive Inactive Inactive Inactive

No Debit No Debit No Debit

Seasonal Seasonal Seasonal

Recur/Digi Recur/Digi

Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard Onboard

Inactive Inactive Inactive Inactive Inactive Inactive Inactive Inactive Inactive

Email Acq Branch Acq

Email Acq

Holiday BT Promo Vacation Holiday BT Promo Vacation 

Inactive



Payment Roadmap
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Identifying Weak Signals:
Building Adaptability into 

Decisions 

Kathy Pearson, PhD
kpearson@ELSLearning.com

Enterprise Learning Solutions

Connect on LinkedIn: 
Kathy Pearson, Executive Development and Design



OUTCOMES



Judgment

Analytics

Critical Thinking

Long Term
Business Objectives

Short Term
Business Objectives

Value-Driven 
Results

Organizational 
Processes

Enterprise 
Mindset

Cultural 
Enablers

• Dashboards
• Clear Metrics for Success

• Managing uncertainty
• Higher tolerance for failure

• Adaptability and Optionality
• Dynamic Scanning

• Emphasis on Analytics
• Continuous Improvement

• Clarity of Enterprise “Core”
• Alignment of Incentives

• Accountability
• Bias Towards Action

• Aligned Executive Team
• Shared Information

• Inquisitive Mindset
• Emphasis on Learning



Best Practices in 
Strategic Agility





PRODUCTIVE PARANOIA!



You are a marine property adjuster charged with minimizing the 
loss of cargo on three insured barges that sank yesterday off the 
coast of Alaska.  Each barge holds $200,000 worth of cargo, 
which will be lost if not salvaged within 72 hours.  The owner of a 
local marine-salvage company gives you two options, both of 
which will cost the same.

 Plan A:  This plan will save the cargo of one of the 
three barges, worth $200,000.

 Plan B:  This plan has a one-third probability of saving 
the cargo on all three barges, worth $600,000, but has 
a two-thirds probability of saving nothing.

“The Hidden Traps in Decision Making”, Harvard Business 
Review, John S. Hammond, Ralph L. Keeney, Howard Raiffa, 
January 2006.



You are a marine property adjuster charged with minimizing the 
loss of cargo on three insured barges that sank yesterday off the 
coast of Alaska.  Each barge holds $200,000 worth of cargo, 
which will be lost if not salvaged within 72 hours.  The owner of a 
local marine-salvage company gives you two options, both of 
which will cost the same.

 Plan A:  This plan will result in the loss of two of the 
three cargos, worth $400,000.

 Plan B:  This plan has a two-thirds probability of 
resulting in the loss of all three cargos and the entire 
$600,000, but has a one-third probability of losing no 
cargo. “The Hidden Traps in Decision Making”, Harvard Business 

Review, John S. Hammond, Ralph L. Keeney, Howard Raiffa, 
January 2006.



 We tend to concentrate on information or “select” 
data that supports our pre-conceived beliefs – the 
confirmation bias.

 With more complex situations, the confirmation 
bias becomes even stronger.

 In situations with information “overload”, the 
confirmation bias becomes even stronger.



 Define “consensus”.
 Surface the divergent views first.
 Find a “common language”.
 Ensure the group size is manageable.
 Beware the influencers!

 Position of power
 Subject matter expert
 Strength of personality
 Majority
 Time



Gathering 
the 

Relevant
Information

Evaluating
the 

Alternatives

Preparing
for

Execution

Making the 
Decision

Executing
on the 

Decision

Developing
Alternative
Solutions

Clarifying
the Issue

Decision Rights
Decision rights 

explicitly 
determined early

Who will make 
the final 

decision?

When will the 
decision be 

made?



 Ensure clarity of intent.
 Promote productive paranoia by 

seeking diversity of thought. 
 Ignore “We’ve always done it this 

way!” by creating a sense of 
urgency.

 Seek a devil’s advocate.
 Establish clear decision rights.



Three Steps to 
Strategic Agility



 Identify the key uncertainties:
◦ Plan for the key trends
◦ Manage the key uncertainties

 Track the key uncertainties:
◦ “Trendspotting”
◦ “Sense-making”

 Take action around the key uncertainties:
◦ Conduct rapid experiments
◦ Make small bets
◦ Build adaptability and flexibility



A trend is a future force in which the outcome is 
very predictable - a known known or a 

“predictable”



Unknown Unknown

Black Swan

Known Unknown
Manage with 
Adaptability

An uncertainty is a future force in which 
the outcome is unknown



Key Trends Key Uncertainties



 Various markets or countries
 Adjacent industries
 Headlines in leading business and / or tech 

journals
 Employees that interact closely with the external 

environment
 Formal process embedded in the organization

VIGILANCE



Initiative U1 U2 U3 U4 U5 U6

Initiative 1

Initiative 2

Initiative 3

Initiative 4

Initiative 5

Initiative 6

Vulnerable to 
the uncertainty

=
Invulnerable to 
the uncertainty

=



Does the 
Person Care 
Personally?

Is the Person Willing to 
Challenge Directly and 

Speak Candidly?

Yes

YesNo

No

From Kim Scott



PERCEPTIVE LEADERSHIP

P

E

R

C

E

P

T

I

V

E

Purpose

Experiential Frames

Range of Alternatives

Contrary Views

External Landscape

Productive Paranoia

Trust

Internal Conditions

Vigilance

Experimentation

Commander’s Intent

Diversity of Thought

Overconfidence Bias

Devil’s Advocate

Known Knowns and Known Unknowns

Organizational Mental Model

Radical Candor

Culture of Agility 

Weak Signals

Test and Learn
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