pulsations

MAY / JUNE 2008

The Debit News Magazine

A l l d e b i t a l l t h e t i m e SM

SM

2008 Debit Issuer Study

Survey Reveals
Continued Growth,
Strong Potential

P

ULSE announced the findings of the 2008 Debit Issuer Study
in late April, in conjunction with the 2008 PULSE Conference in
Las Vegas. This third installment of the comprehensive debit
industry study, commissioned by PULSE and conducted by Oliver
Wyman, offers a revealing look at debit issuer performance in key
metrics, debit card fraud trends and issuers’ outlook for the industry
in 2008.
Overall, issuers surveyed experienced debit transaction growth
of more than 14 percent in 2007, comprising a 15 percent increase in
signature debit transactions and 14 percent growth for PIN debit.
Although transaction growth remained strong in 2007, it was lower
than the 18 percent growth rate experienced in 2006 by participants
in the previous PULSE study.
“Despite having a strong year in 2007, issuers are implementing a
number of programs aimed at improving the performance of their
debit card programs in 2008,” said Cindy Ballard, PULSE executive
vice president. “These efforts center on rewards programs, targeted
cardholder promotions, new products and expanded debit usage.”
(continued on page 11)

Issuers Face Changing Regulatory
Landscape

A

t the recent 2008 PULSE Conference, Duncan Douglass, partner, Alston & Bird LLP, and Kurt Helwig, president and CEO,
Electronic Funds Transfer Association, presented the latest developments in federal and state laws that can impact financial
institutions. In this interactive discussion, Douglass and Helwig stressed how the role of government in financial services is changing and addressed the importance of staying current on the regulatory and legislative activities occurring within the payments industry.
(continued on page 9)
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VIEW FROM THE TOP

Dear PULSE Participant,

M

Dave Schneider

“ By focusing on debit, your
financial institution can
become a best-in-class
debit issuer. Our personal
relationship managers are
trained to help you with
this process .”

uch has been made of financial institution best practices over the past few
years. Numerous industry articles and case studies have documented realworld applications of best practices relative to back-office operations,

technology, finance and administration, retail delivery and so on.
But what about debit best practices?
As discussed in the lead article of this issue of PULSATIONS, the 2008 Debit
Issuer Study highlights superior performance by debit issuers in several key metrics.
The performance of these “best-in-class” issuers compared to the average for all
respondents suggests that best practices can significantly improve the performance
of your institution’s debit program.
Best-in-class debit issuers – defined in the PULSE study as the top 25 percent of
issuers in each performance measure – realized more than 55 percent lower fraud
losses per gross dollar volume in 2007. Additionally, they far exceeded averages for all
respondents in debit card penetration, transactions per active cardholder per month
and PIN transactions per active cardholder per month.
So what makes a best-in-class debit issuer? While there is no simple answer, here
are some debit best practices that may benefit your bottom line:

Debit card penetration – Maximize your opportunities when opening new accounts
by fully explaining the features and benefits of debit cards, including suggestions
on where they can be used. In addition, you should consider instant card issuance
and business debit cards if you don’t already offer them.
Usage/loyalty – Give cardholders tangible reasons to use debit cards by offering a
rewards program, especially one that is tailored to maximize profitability rather
than just transaction volume. This can be achieved by focusing on particular
customer segments, or through an enterprise-wide program that encourages
customers to expand their relationship with your institution. You also might want
to consider periodically reaching out to customers (especially those with little or
no debit card activity) to suggest new ideas for using the card, such as making
PINless bill payments.
Fraud protection – Implement an advanced fraud detection service such as PULSE’s
new DebitProtectSM program, and educate cardholders on steps they can take to
protect themselves and their accounts from fraud.
By focusing on debit, your financial institution can become a best-in-class debit
issuer. Our personal relationship managers are trained to help you with this process.
As always, thanks for your support of PULSE.
Sincerely,

Dave Schneider
President
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COMING SOON...
Focus on Profitability

PULSE to Host Second Webcast Series

I

n September, PULSE will host its
second free educational webcast
series with an emphasis on debit card
profitability. The series will deliver
recommendations to help participants
evaluate their existing programs, as
well as ways to improve their bottom
lines. Attendees will have an opportunity to participate in a live question-andanswer session.
The first series was launched in May.
The PULSE Debit Performance Webcast
Series: Simplifying Chargebacks –
Strategies to Decrease Cardholder
Dispute Losses helped participants gain
insightful information to help broaden
their knowledge of managing card-issuing risks and the chargeback process.
The three-part event began with a presentation developed around fraud management, then highlighted chargeback

fundamentals and ended with an
advanced chargeback procedure
discussion.
All three sessions were presented
by Paul Tomasofsky, president of Two
Sparrows Consulting, LLC and a payments systems executive with 25 years’
experience in retail financial services.
On-demand and podcast access to
the entire series is available online.
PULSE offers replays and podcasts of
all educational sessions to participants
at no charge through the Educational
and Training section of the PULSE
Web site.
For more information on PULSE’s
educational program, contact Melissa
Voelkner at mvoelkner@pulse-eft.com
or 920-453-9677.

Did you know

that PULSE offers replays and
podcasts of all of its educational
sessions? These can be downloaded from the Educational and
Training section of the PULSE
Web site at no charge. If you
have questions about the Web
site registration process, e-mail
webmaster@pulse-eft.com or
call Ralynn Bowden at
800-420-2122.

U.S. consumers conducted
an estimated

31 billion

debit card transactions in
2007 worth more than

$1.2 trillion,
according to an Oliver
Wyman analysis.

3

www.pulse-eft.com

Instant Issue Debit Cards:
Customer Perk May Yield Unexpected Revenue

M

any financial institutions are taking
a new look at instant debit card
issuance as a potential revenue
generator. With many institutions being
challenged to increase revenue, instant
issuance may represent an opportunity
to improve the profitability of debit card
programs.

An instant issuance program allows
cardholders to receive and use their debit
cards immediately upon opening their
checking accounts, bypassing the traditional 10 to 15 day process for getting cards
into their hands. It also allows cardholders
to immediately select a PIN, doing away
with the requirement to call a customer
service line when the card arrives in the
mail.
Some issuers also employ technology
that allows cardholders to include a photo
or custom illustration on their cards, a
customer perk that can drive incremental
usage while enhancing security.

Card Issuer Benefits
Of course, account holders appreciate
the convenience of immediate access to
their funds, but instant issuance also
presents many benefits to the issuer.
Instant issuance:
• Eliminates postage costs associated
with mailing cards;
• Increases security by eliminating the
risk of cards becoming lost or stolen
in the mail;
• Enables branch personnel to show
customers how to use their cards, as
well as how to earn and redeem
rewards, if a debit card rewards
program is offered; and

• Typically leads to increased debit
card activation and usage.
Offering instant issue cards also can
facilitate a financial institution’s expansion
into new products areas such as companyissued payroll ID/debit or health savings
ID/debit cards.
With the growing popularity of instant
issuance, start-up costs have declined
dramatically. Renting the equipment from
a third-party provider also can make the
technology more affordable for smaller
institutions. Overall, the rule of thumb
when considering the cost of deploying this
technology is, the more cards created, the
lower the cost per card.
It should be noted that, due to the strict
payment card guidelines, instant issue card
technology must be installed and operated
under careful controls.
With increasing competition for
account holders, many institutions are
taking another look at instant issue. Some
are finding that the potential increase in
customer satisfaction, coupled with lower
card-issuing operating expenses, can
immediately impact their bottom line.

NYCE Link No Longer Necessary for PULSE Participants

T

he reciprocal agreement between the
PULSE and NYCE networks is being
discontinued at the end of July 2008.
With PULSE’s national reach, this legacy
network link is no longer necessary to
serve our participants’ needs.
The discontinuation of the reciprocal
agreement will have no effect on PULSE’s
ability to switch and settle ATM transac-
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tions in NYCE’s region of operation. Once
the connection is terminated, transactions
that previously flowed through the NYCE
link will be serviced through a gateway
established to support processors that
require continued access.			
PULSE will distribute the final NYCE
reciprocal BIN file on July 18, 2008, and the
file will take effect July 21. Since this is the
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last NYCE BIN file, acquirers will want to
be sure that all NYCE BINs are removed
from routing tables by July 31, 2008.
Processors requiring continued access
should contact their PULSE relationship
manager for more information.

PULSE PRODUCT FOCUS

PULSE Debit Solutions

®

Building a Profitable Debit Program

D

ebit is PULSE’s core business and
has become the primary touch point
between financial institutions and
their account holders. PULSE offers a
variety of products and services designed
to help institutions enhance the value of
their electronic payments programs. One
such option is Debit Solutions, a fullservice signature debit product. Debit
Solutions offers turnkey support services
for Discover® Debit, Debit MasterCard®
and Visa® check card products.

Dedicated PULSE account managers
and customer service representatives
deliver exceptional customer service to
Debit Solutions participants through the
duration of the program. The program
serves as a single-source access point for
all debit products and enables PULSE participants to offer any signature debit brand.
In addition to consumer debit cards,
PULSE Debit Solutions supports business,
gold and platinum card programs. The
program offers issuers custom card
designs, as well as production, issuance
and management tools. It also features
consolidated EFT activity and risk analysis
reporting that monitors, detects and

reports fraud patterns that may potentially
damage a financial institution’s bottom line.

Top 10

Reasons
to Choose
Discover ® Debit

Additional Benefits
Like all PULSE participants, Debit
Solutions customers can take advantage
of the Perks EverydaySM debit rewards
program. Perks Everyday is available in
three customizable programs and can be
used with Discover Debit, Debit MasterCard and Visa check card products.
In addition to providing tangible participant benefits in the
form of favorable
economics and broad
acceptance, PULSE
strives to add value
to its customer relationships by hosting
educational sessions
and providing marketing assistance.
PULSE conducts
user group meetings
and hosts various
seminars throughout
the year to help participants maximize
Debit Solutions programs, understand
key industry trends
and developments,
as well as deliver
effective fraud, risk and card management
practices.
PULSE’s marketing and educational
assistance includes national and industry
research, promotional suggestions, contests and incentives, tracking forms and
more. Materials and educational programs
are designed to fit the needs of a broad
range of financial institutions.
Let Debit Solutions simplify your debit
programs and benefit your bottom line by
calling 866-203-8760 for a complimentary
in-depth analysis.
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10. Proven network solution
9. Benefits consumers want most
8. Features to help small
		 businesses grow
7. Industry-leading security
6. Broad and growing acceptance
5. Less complicated
4. Always reliable service
3. Help for customers of every size
2. Fast, easy set-up

1. Discover ® Debit –
		 The smart choice!
Discover Debit benefits consumers,
small businesses and financial institutions alike, making it the smart
choice. Put this profitable signature
debit program to work for your
bottom line.
For complete details contact
PULSE at 800-420-2122 or visit
www.discovernetwork.com/
paymentsolutions/debit/debit.html.
www.pulse-eft.com

2008 PULSE C

Provides Strategies to Protect, Perform and Prof

T

he 2008 PULSE Conference, held April
28-30 at the Wynn Hotel in Las Vegas
for the second time in two years,
focused on the needs of financial institutions to Protect their cardholder data,
Perform exemplary service for their
account holders and meet their Profit goals.
This year attendees were keen to learn
more about how to manage the “Three Ps”
in the face of increasing debit card challenges such as new competition, increasing
fraud and legislative controls.
In addition to offering two popular
musical production shows and a golf tournament, PULSE expanded the extra-curricular activities this year to include a Las
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Vegas Wildlife Tour and a relaxing paddlewheel cruise of Lake Mead with a duck’s
eye view of the famous Hoover Dam.
The P3 Workshop on Monday was led
by PULSE Senior Vice President Judith
McGuire, and included discussions about
each of the three Ps.
Protect – Keith Mularski of the FBI
Cyber-Forensics and Training Alliance
brought attention to cyber-crime threats
and explained how he is helping develop an
initiative against organized international
cyber-crime groups.
Perform – Sue Nokes of T-Mobile USA
enlightened attendees with her strategic
vision for enhancing the customer and

employee experience while maximizing
organizational efficiencies.
Profit – Joel Stanton of Dove Consulting
talked about the issues facing financial 		
institutions today that are impacting their
bottom lines, and what is being done about
them.
On Tuesday, PULSE Chairman Stan Paur
introduced keynote speaker and PULSE
President Dave Schneider, who presented
current payments perspectives in a Q&A-style
discussion with Bruce Cundiff, research
director for Javelin Strategy and Research.
Schneider discussed the current state of the
industry and the prospects for change,
including new products that are likely to

Conference

fit

continue to grow in popularity, such as
mobile banking and prepaid cards.
The keynote general session, “Common
Ground,” featured liberal Bob Beckel and
conservative Cal Thomas, well-known
political analysts and authors of the syndicated USA Today column of the same
name. These two politically opposite analysts would like to change the partisanship
that currently rules Washington by setting
an example of openly discussing their differences, respecting each other’s opinions,
and thoughtfully recognizing the validity of
every view. They talked about their differences in outlook and how they are brought

together in the “common ground” that
unites all Americans.
After an informative afternoon of educational sessions, attendees were treated
to refreshments and networking with more
than two dozen exhibitors, including
Fidelity National Information Services,
Fifth Third Processing Solutions, HewlettPackard and SourceMedia. The Exhibit
Hall offered a broad array of financial
products and services for attendees to
learn about first-hand.
On Wednesday, the conference presented another round of concurrent sessions, and finished with an inspirational

talk by Lou Holtz, legendary Notre Dame
football coach and ESPN analyst. Holtz
explained that challenges and hard work
are the recipe for a “Game Plan for
Success” in any industry.
The conference closed with a drawing
for two $500 Discover® Gift Cards, which
were awarded to Hazel LeDesma with
GECU in El Paso, Texas, and Karen
Henderson with Community Financial
Services Bank in Benton, Kentucky.
Presentations from the conference are
available on the PULSE Web site at 		
www.pulse-eft.com/conference.

www.pulse-eft.com

Wisconsin Allows Foreign
Cardholder Fees at ATMs

W

isconsin has recently joined the
ranks of states that now permit
the assessment of ATM access
fees for foreign (non-U.S.) cardholder
transactions.
Under the 2007 Assembly Bill 239, an
agreement to operate or share an ATM may
not prohibit an owner or operator from
imposing an access fee or surcharge on an
individual conducting a transaction using
an account with a financial institution

located outside of the U.S. Effective 		
April 1, 2008, the legislation applies to any
access fee or surcharge that is not otherwise prohibited under federal or state law.
States enacting this type of legislation
are opening a new stream of revenue for
their financial institutions and ATM 		
acquirers. Previous restrictions and fines
imposed by some national organizations,
as well as clauses within shared operation

agreements, may have prohibited acquirers
from levying such fees. Wisconsin’s
Assembly Bill 239 can supersede these
restrictions in some cases, creating a new
opportunity for increased profits.
For more information on implementing
this fee, or for other related questions,
contact Richard Barreiro with PULSE at
877-482-2020. Upon request, the PULSE
Customer Service Team will complete an
analysis and provide an estimate for the
development of software changes to support this fee at applicable ATM terminals
processed by PULSE.

States Allowing Foreign (Non-U.S.)
Cardholder Fees at ATMs
Alabama
Arkansas
California
Colorado
Florida
Georgia
Hawaii
Idaho
Louisiana
Maine
Minnesota

Mississippi
Montana
Nevada
New York
Tennessee
Texas
Utah
Washington
Wisconsin
Wyoming

Raising Awareness of Card Fraud Risk

M

ore than 30 representatives of the
Louisiana Bankers Association’s
(LBA) Anti-Fraud Task Force
participated in a recent fraud prevention
best practices discussion led by PULSE.
During the April 25 meeting in Baton
Rouge, Jim Cichy, PULSE vice president of
fraud management, provided an overview
of current fraud threats related to debit
card use and discussed industry-wide
efforts to combat fraud. Included in the

All debit all the time

presentation was information about
PULSE’s DebitProtectSM fraud detection
system and an update on system
enhancements.
“The session was very informative and
answered several questions about steps our
member banks can take to fight fraud,” said
Ginger Laurent, chief operating officer of
the LBA. “We appreciated PULSE taking
the time to meet with the task force and
providing us with a comprehensive picture
of how fraud is impacting debit cards.”
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The LBA’s Anti-Fraud Task Force was
formed in 2007 and is composed of association staff and bank representatives. The
task force meets quarterly to address
fraud-related issues of concern to
Louisiana banks.
For details on arranging a PULSE
representative to speak on debit-related
topics, contact PULSE’s Denise Stigge at
800-420-2122.
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Issuers Face Changing Regulatory Landscape (continued from page 1)

Credit Card Fair Fee Act
The Credit Card Fair Fee Act (HR
5546), legislation introduced in Congress
March 6, 2008, attempts to limit card
transaction interchange fees by allowing
merchants to negotiate directly with card
associations. If an agreement cannot be
made, a special administrative panel would
be created to set network interchange fees.
Card issuers have reason to follow this bill,
since credit card interchange paid by
acquirers to issuers reached $36 billion in
2006, as reported by the National Retail
Federation.
Some merchant organizations are
touting HR 5546 as a major advantage to
competition, as well as a method of reducing consumer prices. They claim that
interchange fees, which merchants pay to
the card-issuing financial institutions for
allowing consumers to use their credit or
debit cards to pay for goods and services,
must ultimately be passed along to the
consumer in the form of higher prices.
These organizations also argue that it is
almost impossible for merchants to know
how much they are really paying in interchange.
Over the last few years, interchange
fees have been the subject of hearings
under both the Republican and Democratic
Congresses, including the hearing last July
by the House Judiciary Antitrust Task
Force Subcommittee, which resulted in the
creation of HR 5546. A bill (S 3086) to regulate interchange fees, which mirrors HR
5546, also was introduced in the Senate.
Card issuers will want to pay close attention to developments related to these bills.

Privacy Legislation
Federal laws concerning privacy would
be affected by proposed legislations: the
Consumer Data Security and Notification
Act and the Information Protection and
Security Act, both introduced in 2005.
The Consumer Data Security and
Notification Act would direct the Federal
Trade Commission (FTC) to establish
security, confidentiality and notification
regulations for consumer reporting agen-

cies; would allow private investigators
access to consumer reports in connection
with lawful investigations; and requires
financial institutions to notify customers
of security breaches.
The Information Protection and
Security Act would direct the FTC to
regulate information brokers to ensure
data accuracy and confidentiality. In
addition, individuals have the right to know
which third parties have procured their
personal information. Violations of these
regulations would be treated as unfair or
deceptive acts or practices under the
FTC Act.
Individual states also are taking a role
in protecting consumer information. As of
May 1, 2008, the District of Columbia,
Puerto Rico and 42 states have enacted
legislation requiring notification of security
breaches involving personal information.
These laws also provide the states the right
to bring suit on consumers’ behalf.
In addition to creating laws, government is becoming more diligent at enforcing them. Recently, the FTC took action
against a mortgage company identified
during a nationwide sweep, charging that
it failed to adequately protect customers’
personal and financial information. This
is the second FTC settlement resolving
alleged violations of the Gramm-LeachBliley Safeguards Rule.

More than 44%
of issuers are offering

mobile alerts, an
increase over the 28%

DNM
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Lower-Income Consumers More
Likely to Use Debit
American Banker Retail Delivery
Consumers with annual income of
$25,000-$34,900 are the most likely to
use debit cards, according to a consumer
survey conducted by Synergistics
Research Corp. Overall, 77 percent of the
survey participants use debit cards, 		
compared to 82 percent in the lowest
income bracket studied. The survey also
found that the percentage of consumers
who use debit cards at the point-of-sale
decreases with age.

Latin America Ripe for Prepaid
Card Boom
ATMMarketplace.com
By 2015, an estimated 324 million
unbanked consumers in Latin American
countries will use general-purpose 		
prepaid cards, and annual prepaid-card
spending could reach $214 billion, according to a study by NovoPayment. Prepaid
cards will provide access to point-of-sale,
ATM, mobile and online transactions to
consumers who today rely primarily on
cash, says NovoPayment.

Industry Group Seeks Mobile
Payments Model
ePayNews.com
The Financial Services Technology
Consortium (FSTC) has launched a 		
project to study the technology models
supporting mobile payments. More than
25 organizations – including financial
institutions, wireless carriers and technology companies – are participating in
the project. FSTC says the group plans to
make recommendations on an approach
that will facilitate an interoperable
m-payments infrastructure.

that provided this
feature last year.
– Source: Javelin Strategy & Research
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Community Service – A Natural
Fit for Financial Institutions

F

inancial institutions
play a key role in the
community by providing
financial services to 		
individuals, businesses
and other organizations.
As a result, community
outreach and community
service projects are a 		
natural fit for institutions
of all types and sizes.
The Independent Community Bankers
of America honors the community service
efforts of its member banks with an annual
National Community Bank Service Awards
program. These awards recognize community banks for their outstanding efforts to
creatively serve individuals and their
communities.
Among the 2008 recipients was PULSE
participant First American National Bank
in Iuka, Mississippi. The bank championed
a community redevelopment effort in
Tishomingo County by encouraging its
officers to join the board of directors of
the Tishomingo County Development
Foundation, and by providing funding for
the organization. The foundation has created more than 1,400 new jobs in the area,
distributed nearly $7 million in state and
federal grants and generated more than
$74 million in private investments.
Credit unions also are heavily involved
in the communities in which they operate.
For example, the National Credit Union
Foundation served as the focal point for
disaster relief contributions supporting
credit unions and their employees devastated by Hurricane Katrina.

Individual credit unions, too, undertake
a variety of community-focused efforts.
American Airlines Federal Credit Union in
Fort Worth, Texas, supports a number of
organizations, including United Way,
Make-A-Wish Foundation, Children’s
Miracle Network, Habitat for Humanity
and the Susan G. Komen Breast Cancer
Foundation. Richardson-based Texans
Credit Union and its employees have
donated more than $1.3 million to various
charitable organizations since 1995, and
its employees volunteer more than 1,000
hours each year.

Boys and Girls Country, Interfaith of
The Woodlands and Texas New
Community Alliance.
“Volunteering with your colleagues is
an excellent way to build camaraderie and
encourage teamwork,” said Cindy Ballard,
executive vice president of PULSE. “And
getting together to give back to your local
community makes it even more rewarding.”

Financial Institution Foundation
In 2005, The Woodlands, Texas-based
Woodforest National Bank established the
Woodforest Charitable Foundation to create an endowment that would be used to
enrich communities through partnerships
with charitable organizations. Individuals,
corporations and other foundations also
are encouraged to donate to the 		
foundation.
As a private foundation, Woodforest
Charitable Foundation’s primary purpose
is to provide funding to qualifying 501(c)(3)
charities. The foundation focuses primarily
on the communities served by Woodforest
National Bank. It has made a number of
donations since its inception, including:
• $62,000 to the Montgomery County
Women’s Center, a nonprofit organization serving victims of family violence
and/or sexual assault or abuse;
• $11,500 to The Community Clinic, a
nonprofit health center that provides
free medical, dental, mental health
and social services to uninsured and
low-income individuals; and
• Additional gifts to other organizations,
including American Cancer Society,
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PULSE volunteer Donald Rickett trims hedges
near the homeowner’s front porch.

In April 2008, PULSE undertook a
project to repair the exterior of
a flood-damaged home in Houston,
providing volunteers and some
materials. The project was sponsored by Rebuilding Together
Houston, a nonprofit organization
that provides home repair services
for low-income, elderly and disabled
homeowners.

Survey Reveals Continued Growth, Strong Potential
A total of 62 financial institutions
participated in the study, including large
banks, community banks and credit unions
that collectively issue more than 74 million
debit cards, or 28 percent of the debit cards
in the U.S. The institutions are balanced
across size, type, geography and network
participation.

(continued from page 1)

all respondents. Results for best-in-class
issuers exceeded averages for all
respondents by:
• More than 20 percent in debit card
penetration;
• More than 30 percent in transactions
per active cardholder per month; and
• More than 57 percent in PIN transactions per active cardholder per month.

Issuer Performance Metrics
Respondents indicated that 86 percent
of their debit cards are signature-capable,
with 14 percent being ATM/PIN-only cards.
This is essentially unchanged from the
2007 study. Of the debit transactions conducted by the issuers’ cardholders in 2007,
65 percent were signature authorized and
35 percent were PIN authorized. This ratio
has fluctuated within a fairly narrow band
since the original study was conducted in
2005.
The study revealed an average debit
card penetration rate of 73 percent for
respondents in early 2008, compared to 72
percent in 2006, when the previous study
was conducted. Card activation – defined
as the card being used for one signature
debit transaction within the last 30 days
(the most common definition utilized by the
issuers surveyed) – averaged 59 percent in
early 2008 versus 56 percent in 2006. On
average, active cardholders performed 16.6
point-of-sale transactions per month in
2007, up from 16.1 in 2006.
Of the issuers surveyed, 25 percent
reported charging a PIN debit transaction
fee at the point of sale to at least some
cardholders – down from 28 percent in
2006. Per-transaction fees averaged $0.53
but affected only 0.6 percent of cardholders, compared to 5 percent in the previous
survey.

Best-in-Class Issuers
While 2007 marked an easing of debit
card transaction growth rates, best-inclass issuers – defined as the top 25 percent
in each performance measurement – were
as much as 60 percent more effective in
key metrics, compared to the average for

Best-in-class issuers also achieved
more than 55 percent lower fraud losses
per gross dollar value. Best-in-class issuers
are not always large financial institutions,
noted Tony Hayes, an Oliver Wyman partner, who served as project lead on the
study. “In the area of fraud, for example,
credit unions and community banks tend
to lead large banks,” he said. “This is likely
due in part to differences in account holder
profiles among the institution types.”

Fraud
Debit card issuers’ fraud loss rates
were higher for 2007 than for 2005, the
period studied in the previous PULSE
survey. Issuers surveyed lost 5.40 basis
points (0.054%) per dollar spent through
signature debit transactions in 2007 and
1.09 basis points (0.0109%) through PIN
debit transactions.
Data breaches, stolen cards and phishing were the most commonly reported
points of compromise for debit card fraud
involving card information only. For incidents in which PINs also were obtained,
ATM tampering, data breaches and
“friendly fraud” were the most common
points of compromise.
More than 80 percent of survey
respondents reported implementing new
fraud tools within the past year.
“Although tools such as CVV/CVC
checking and neural networks have proven
effective, fraud continues to be a significant challenge for financial institutions,”
said Hayes. “Most of the issuers surveyed
believe the next step in the continued
evolution of fraud management is to
improve collaboration among key 		
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constituencies in the industry: issuers,
networks, processors and merchants.”

Industry Implications
Respondents pointed to maintaining
debit transaction growth and managing
fraud losses as significant challenges for
2008. The survey indicated that issuers are
planning to take a variety of steps to
improve the results of their debit card
programs, including:
• Retooling debit card rewards programs;
• Using customer segmentation to target
promotions to selected cardholder
groups;
• Focusing on business debit; and
• Increasing debit card usage in smallticket environments and for bill
payments.
The study demonstrates significant
reason for continued optimism among debit
issuers.
“The 2008 Debit Issuer Study showed
compelling differences between best-inclass issuers and the average for all respondents,” said Ballard. “These distinctions can
be vital for counteracting the challenges of
slightly slower growth and fraud. By sharpening their focus on debit, issuers have the
opportunity to raise their game to the level
of best-in-class performers.”
PULSE participants may download
an executive summary of the study at
www.pulse-eft.com.

Nearly 55%
of Gen Y consumers are

NOT planning

to switch banks. But that
leaves a hefty percentage
willing to pack their
BAGS.
– Source: Javelin Strategy & Research
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IN CLOSING
PULSE Helps Protect Your Cardholders
As part of its annual ATM & Debit Card Safety Awareness campaign, PULSE offers a variety of materials that participants can order
and distribute to cardholders, including:
• Printed statement inserts
• Electronic versions of the statement inserts
• Card protectors
• Deposit envelopes
• A link to PULSE Safety Tips for use on participants’ Web sites
For more information, or to order any of these materials, visit
www.pulse-eft.com and click Communications Materials under
the ATM/Debit Safety tab.

SAVE THE DATE! May 6-8, 2009

Austin,Texas

2 0 0 9 P U L S E C onference

May 6-8, 2009

Hilton Austin Hotel

T

he dates and location for the 2009 PULSE Conference
are set. Mark your calendars now and make plans to
join PULSE in Austin, Texas.
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