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Debit Portfolio Analytics
Key to Future Growth

I

n the not-too-distant past, projecting debit portfolio growth
involved managing optimistic forecasts. Today, with the
implementation of Regulation II and the growth in alternative
and mobile payments, the portfolio management task is
considerably more complex.
In a market where the underlying business model is in
transition, financial institutions face new challenges in growing
their debit portfolios. They must carefully balance competing

needs such as defending accounts from cannibalization and
defining new growth markets. They also are considering which
investments are needed to build the next generation of efficient
electronic financial services.
Building an effective analytical framework to understand
and support these activities is no longer a “nice to have” – it is 		
a necessity. For this reason, PULSE commissioned Mercator
(continued on page 10)

PULSE Targets Millennials
with New Debit Website

N

o one would argue that the pace of life has changed dramatically over the past 20 years. As a result, so has the payments
industry. Studies indicate that millennials (those between the ages of 18 and 34) own and use debit cards more than any
other age group. They prefer debit because it’s convenient, safe and easy to use, which is perfect for their lifestyle. In
contrast to previous generations, millennials are disinclined to use checks.
(continued on page 8)
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VIEW FROM THE TOP
Dear PULSE Participant,

B

y the time this issue of PULSATIONS arrives in your mailbox, the interchange and
merchant routing provisions of the Federal Reserve’s new Regulation II will have taken
effect. As a result, we are all now living in the world of debit according to Durbin.

To comply with the requirements of the new regulation, PULSE implemented revised

network pricing effective October 1. Our new fee schedules include revisions to POS
interchange rates that conform to the requirements of Regulation II, as well as revised POS
interchange rates applicable to issuers that are exempt from the regulation’s interchange
Dave Schneider

restrictions. Other changes include revisions to merchant and issuer POS switch fees, ATM
acquirer fees and account-to-account transfer fees.
One of the most important responsibilities of a network is to balance the needs and desires

“We are committed
to working with
our network

of a diverse group of participants. We believe our new pricing accomplishes this objective.
For issuers that are subject to Regulation II’s interchange restrictions, we will continue to
deliver a highly competitive all-in value proposition. For issuers that are exempt from the
interchange restrictions of Regulation II, our new fee structure utilizes that exemption to
likewise deliver a very compelling value proposition. In addition, we are continuing to offer

participants to

our premium PULSE PAY® Choice participation level for all issuers, whether or not you are

ensure that debit

Choice will receive superior net economics compared to other debit networks (see related

retains its value
for financial
institutions,
merchants and
consumers alike.”

subject to the interchange restrictions. We believe issuers that elect to participate in PULSE PAY
article on page 11).
We have also taken an approach to pricing that seeks to preserve the value of debit for
merchants. The reason is simple: We believe it is important to maintain PULSE’s merchant
acceptance and encourage the use of PIN at the point of sale. This is what our financial
institution issuers tell us they want, and we believe it is in the best interest of cardholders.
We are committed to working with our network participants to ensure that debit retains its
value for financial institutions, merchants and consumers alike. As part of this commitment, we
are enhancing our existing products and services, and developing new ones that will benefit all
our participants. It is my firm belief that, even in the current environment, the future of debit
looks bright.
As always, thank you for your continued support of PULSE.
Sincerely,

Dave Schneider
President

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

Operations Webinars:
Technical Information in Easy Doses

P

ULSE prides itself on presenting top-quality, complimentary
webinars to our participants. These professional development
opportunities cover general industry topics such as the
effects of the Durbin Amendment and the importance of fraud
management.
Each year, the network also provides more than a dozen
operations-oriented webinars to help you get the most from the
services we offer. From the convenience of their desks, participants
can learn about new PULSE products, policies and procedures,
and industry standards and requirements. These sessions are
designed to help deepen participants’ understanding of how 		
to manage their debit portfolios on our network.
In 2011, we offered operations webinars on topics ranging
from reports management to debit portfolio optimization to
chargeback handling, as well as deep dives into some of our
payments products. One of our most popular sessions addressed
how accurately marking fraud helps reduce institutions’ debit
card fraud losses.

To date in 2011, PULSE has hosted
webinars for PULSE Debit Solutions®,
terminal driving, DebitProtect® and PIX2
users, featuring several outside speakers
and PULSE experts.
“Our complimentary webinars provide
participants an easy way to get valuable
information in a timely manner. And most webinars are recorded
and available for on-demand replay by participants that utilize
the services addressed,” said Gary Meyer, PULSE’s Senior Product
Manager.
The next time you receive an email invitation to one of
the PULSE operations webinars, be sure to register. If you are
unavailable for the live sessions, links to the on-demand webinar
sessions are available on request.

Connect with Us

Cheryl Garcia
cgarcia@pulsenetwork.com
800-420-2122

PULSE and YouTube

A New Channel For Debit Information

A

lways looking for ways to better serve the information
needs of network participants, PULSE has launched
our own YouTube channel featuring debit-related
videos. Current content includes interviews with vendors
and participants at the 2011 PULSE Conference, as well as
an interview with consultant Andrew Paur on the strategic
implications of Regulation II for debit card issuers. To be
notified when new content is posted to the channel, go
to the link below and click on the “Subscribe” button.

Connect with Us

www.youtube.com/user/PULSEisDebit
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D ebit Direc tions

Building a Post-Durbin Playbook

A

Define a Metric for Each Action

s part of an ongoing commitment
to deliver useful information and
resources for financial institution
participants, PULSE recently presented a
PULSE Academy® webinar on “Building 		
a Post-Durbin Playbook.”
Hosted by Patricia Hewitt, Director 		
of Debit Advisory Services for Mercator
Advisory Group, the session was designed
to provide a framework for debit card
Patricia Hewitt
issuers to use in assessing their debit and
retail payments portfolios against the potential impact of the
Durbin Amendment. It also offered ways in which issuers can
organize their strategies to protect and grow their portfolios
(see related article on page 1).
Because of the legislation’s anticipated impact on the market,
most issuers are thinking about making changes to support debit
profitability. Those changes include reassessing their portfolios,
products, pricing strategies and network relationships.
There is no “right” response, as the Durbin Amendment will
affect each organization differently. Geography, account demographics, competitive environment and resources all will factor 		
in how individual debit card issuers react to the new operating
requirements.
Mercator recommends that issuers build a Post-Durbin
Playbook – an organized approach to developing strategies
that address the changes taking place in the marketplace. The
Playbook is based on the balanced scorecard methodology, a
strategic planning and management system that aligns business
activities with the organization’s vision and strategy, improves
internal and external communications, and monitors organization
performance against strategic goals.
Establishing a framework that can be used as a foundational
support for the analysis process, now and in the future, is a key
best practice. Steps in a well-designed scorecard are outlined
below.

Consider adopting a “no metric, no investment” discipline in
your organization. Determine if the required metric is available or
derived. Who owns the metric? How often should reporting be
generated and reviewed? At what point do results change? Is the
metric cumulative or does it represent a point in time?
Recalibrating portfolio features and benefits and adding new
products and services always involve a certain amount of risk.
Identifying the correct intersection between risk and opportunity
by defining a metric that quantifies product mix and risk management is an important tool for any debit issuer.

Refine Planning

Review the progress of your strategy at each milestone and be
ready to change implementation approaches. If possible, conduct
a pilot test or a survey before committing, and reassess your plans
based on the results. Additional actions to consider include:
• Be prepared, if necessary, to exit an action
• Create a grading system with corresponding triggers that will
		 help inform the next action
• Build on success, remembering what didn’t work and why
• Think outside the bubble of everyday operations

Prioritize Actions

While few organizations can attack all fronts at once, it is
important to begin with a complete list, then write a destination
statement for each action. This statement should answer the
question, “What effect will the successful implementation of the
strategy have on my organization at a specific future date?”
For example, a destination statement for increasing debit card
penetration, activation and utilization could be: “We will increase
account penetration among 25- to 35-year-old professionals to
achieve a minimum $1,500 balance and 20 debit transactions
per month by third quarter 2012.” The statement has three key
ingredients that support a balanced scorecard methodology: 		
a strategy based on a specific target, measurable characteristics
and activities, and a defined goal date.
Writing a destination statement creates a disciplined framework for thinking about how a change, addition or enhancement
might impact the company within a certain time frame. Be
specific, narrow the list of actions and re-prioritize based on time
frames, investment strategy and ROI. Most importantly, be realistic.

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

Tools for Success

Navigating the new regulatory landscape presents many
difficult challenges, much like a quarterback looking downfield 		
for an open target in a sea of movement. But, in the end, if a play
is executed correctly, the team will be well positioned to move
forward toward the goal.
For more details on building a post-Durbin playbook, a research
brief prepared exclusively for PULSE participants is available in the
Durbin Amendment Resource Center. The brief includes useful
tools and corresponding exercises that can help issuers develop
effective prioritization approaches to new opportunities, changing
relationships and risk management. It also provides tips on ways to
use those tools in the strategic planning and assessment process.

Connect with Us

Post-Durbin Playbook
www.pulsenetwork.com/debitregs
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Innovation at the ATM

R

etail banking
has been
subject to a
lot of change
recently, and the
ATM channel is no
exception, having
come under
scrutiny amid an
increasing focus
Ian Kerr, CEO
			
on new channels
Level Four Software
such as mobile
and online.
The business case for ATMs remains
clear, however. They are still one of the
most used touch points between a financial institution and its account holders.
According to the ATM Industry Association
(ATMIA), in America, even if cash usage
were to decline by 17 percent every five
years, the use of cash still wouldn’t fall
below $1 billion before the year 2205.
To maintain and leverage this
important position within the banking
ecosystem, financial institutions need to
adopt innovative strategies in the ATM
channel by enhancing their offering,
maximizing revenue and improving 		
customer service.
One might question how the ATM can
compete against the likes of mobile and
online banking. In a survey of ATM industry
professionals conducted by Level Four,
“channel integration” and “offering new
services” topped a list of priorities for ATM
deployers in 2011.
Here are some of the numerous ways
to achieve a technologically integrated
and innovative ATM environment.

Integration with Mobile

Forward-thinking institutions view
the mobile channel as complementary
to the ATM, rather than competitive, and
are integrating the two. Tie-ups including
ATM cash withdrawal on mobile payment
transfers, or a temporary PIN sent to the
phone when customers have, for example,
lost their card, are already possible.
Some ATMs now also feature contactless functionality. As more smartphones

become enabled for near-field communications, soon customers will be able to
swipe their phone rather than their card.
Clearly the reliability of such systems will
need to be checked thoroughly.
Level Four recommends thorough
testing using accurately simulated components. This approach allows systems to
be tested as they are developed, rather
than having to wait for the whole system
to be in place. This enables a project to run
in a more fluid manner, as the testing of
components isn’t critically interlinked.

Providing a Tailored Offering

One of the keys to maximizing revenue
from the ATM channel is getting account
holders to do more at the machine. So
another area of innovation is to customize

		

One of the keys to

maximizing revenue from
the ATM channel is getting
account holders to do
more at the machine.

because consumers in a busy shopping
area would be unlikely to take the time to
utilize all the features of a full-service ATM.
When the right location is chosen,
however, a range of innovations can be
useful. Refills on prepaid mobile phones
have already been well received, but other
services such as dynamic currency conversion, lottery and event ticket dispensing,
and bill payment are all possible.

Improving Security and Accessibility

the ATM to match with each account
holder’s preferences and personal 		
characteristics.
The look and feel of the ATM can be
aligned with an individual’s online banking
screen, and tailored marketing based on
propensity modeling can be offered to
maximize cross- and up-selling. Again, the
benefits of offering a higher-specification
service are only achieved if the service is
reliable and efficient.

Increasing Functionality

Another way financial institutions can
innovate at the ATM and boost revenue is
by offering new services. Thought must be
given to which ATMs are most suitable,

Finally, accessibility and security also
offer scope for innovation. Security in any
banking channel is an increasing concern.
From criminals trying to smash and grab to
the subtle art of skimming, ATM security is
a constantly evolving area where ATM
owners can differentiate themselves.
Better accessibility is currently being
driven by regulation, especially in the U.S.
Again, forward-thinking institutions can
differentiate here and address new 		
market sectors, rather than just comply
with regulations.

The Importance of
Back-end Infrastructure

The benefits of innovating at the ATM
are clear and, as highlighted by Level Four’s
2011 survey, integrating with new channels
and offering new services are top priorities
for ATM professionals. This kind of development is crucial to the future of the ATM
channel. But to minimize downtime and
offer the highest level of customer service,
technological innovation at the front end
should be supported by the most reliable
and efficient supporting infrastructure and
automated testing processes.

As CEO of Level Four Software Ltd., Ian Kerr is guiding the company towards achieving its ambitions to become the leading
global provider of test automation solutions for the ATM and self-service channels. He has more than 18 years of experience in the
financial technology market. Before joining Level Four in 2005, he held senior sales, marketing and business development positions
with Accurate Software, London Bridge Software, NCR, Deluxe Data and IBM. Kerr has a BS degree from the University
of Manchester Institute of Science and Technology and is a member of the Chartered Institute of Marketing.
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Discover Of fers Mobile
Options on Prepaid Programs

I

ssuers of prepaid cards on the Discover®
Network have access to two mobile
payments-related enhancements on
selected types of prepaid cards. Issuers of
Discover-branded general-purpose prepaid, payroll and campus cards can offer
the Discover®Zip® contactless option to
their prepaid cardholders. And issuers of
Discover gift cards can incorporate the
SwaggSM mobile gift card application into
their offerings.

Discover® Zip®

Discover’s Zip contactless cards and
stickers are accepted at more than 100,000
locations of nationwide retailers such as
Best Buy, McDonalds and The Home
Depot. Discover Zip provides cardholders a
fast and convenient method of completing
transactions via contactless technology.
Cardhdolders simply tap a Zip payment
device – either a plastic card or a sticker
adhered to a mobile phone or other personal item – at readers that display the
Discover Zip acceptance mark. The
Discover Zip sticker and contactless card
have a chip and antenna embedded inside,
allowing a radio signal to pass the chip’s
encrypted information to the reader.
Incorporating Discover Zip into your
prepaid card program can:
• Give your cardholders another reason
		 to make your card first in wallet
• Let them keep their payment device
		 in a more convenient place, like cell
		 phones or keychains, leading to
		 increased usage
• Minimize exposure to fraudulent
		 activity by using built-in encryption/
		 secret key technology

Managing Gift Cards on Smartphones
Discover now makes available SWAGG,
Firethorn’s mobile gift card application

Save the Date
2012 PULSE Conference
Returns to Las Vegas
October 1-3, 2012
The PULSE Conference will take place October 1-3, 2012
at the Bellagio Hotel. We are excited about returning to
Las Vegas next year with new ideas and topics to help
you make the most of your debit card program. Mark your
calendar to join us next fall at the 2012 PULSE Conference.

A l l d e b i t a l l t h e t i m e SM
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(app), to issuers on its network, including
issuers of prepaid cards.
SWAGG is a revolutionary new payment
app for iPhone, Android and BlackBerry®
smartphones that can serve as a gift card
or loyalty card, and can even put real-time
customized coupons and offers into
cardholders’ smartphones based on their
preferences and location. Cardholders also
can exchange a gift card at one merchant
for a gift card at a different merchant, or
“re-gift” the card to someone else – all with
a user-friendly mobile app.
For more information on issuing or
accepting Discover Network cards incorporating these and other enhancements, go
to the link below.

Connect with Us
www.discovernetwork.com

New Financial Center
Features Technology,
Convenience

F

rost, a long-time PULSE participant
and the banking subsidiary of Cullen/
Frost Bankers, Inc., has opened a
state-of-the-art financial center in
Houston’s Rice Village area. Technology
and convenience take center stage at the
two-story location, which offers a full
range of financial services for consumer
and business customers.
The new Rice Village Financial Center
sprawls 9,900 square feet and features
Frost’s signature layout including the Frost
Room, complete with online banking
stations, a flat screen television and Texas
library. A Community Room offers a unique
place to hold meetings and events for the
community and financial institution.
The new financial center houses a
greeter station, banking officers to assist
with a variety of consumer and commercial
needs, lobby teller services, as well as a

three-lane motor bank with a
drive-through smart ATM, where
customers can make check and
cash deposits without a deposit
slip or envelope. Receipts print
with check images and a detailed
list of cash deposited, giving
customers instant verification of their
deposit. This is one of Frost’s first locations
to introduce smart ATM technology.
Frost currently operates 113 financial
centers across Texas. For more information,
go to www.frostbank.com.

This is one of Frost’s
first locations to
introduce smart
ATM technology.

PULSE: Helping Shape the
Debit Industry for Three Decades

O

ver the past 30 years, PULSE has
allocated countless hours and
resources to help shape the debit
industry. From advocating industry best
practices to providing education and
speaking out on legislative issues, PULSE
has always been committed to growing
debit for its network participants.
During our infancy, we were the
first network to be required to allow
surcharges to flow through our switch.
When surcharging gained national 		
attention years later, we played an active
role in the debate by educating lawmakers,
regulators and the media about the benefits of expanding the number of ATMs
by allowing surcharges. We have always
believed in free enterprise and its 		
importance in growing the industry.
PULSE also served as a thought 		
leader regarding the electronic payments

industry’s preparation for the year 2000
changeover. On our own, and as the voice
of a coalition of electronic payments
networks, PULSE reassured financial 		
institutions, consumers and the media
about the readiness of the U.S. electronic
payments system for the Y2K event. And
as we predicted, the changeover was
seamless without any loss of service for
account holders.
Most recently, the passage of the
Durbin Amendment as part of the DoddFrank Wall Street Reform and Consumer
Protection Act led PULSE to undertake
significant efforts to influence the outcome
of the legislative and regulatory process,
and to help financial institutions respond
to the rules. We provided feedback to the
Federal Reserve Board during the rulemaking process. We also led the industry
by providing a host of Durbin Amendment-

11
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related resources to financial institutions.
We engaged subject-matter experts,
hosted informational webinars and
launched the Durbin Amendment
Resource Center website.
As PULSE celebrates 30 years of
debit excellence, we look forward to
continuing to serve as an advocate
for the debit industry and our 		
participants’ interests. By providing
valuable information about marketplace
changes and other business-critical topics,
we intend to help maximize the value of
debit for our participants for years to come.

pulsenetwork.com

PULSE Targets Millennials with New Debit Website (continued from page 1)

In order to succeed with this important segment
of the population, the financial services industry
must understand the specific needs and values of
millennials. For that reason, PULSE has rebranded
its consumer-targeted website, DebitFacts.org, as
DebitSavvy.org and focused the site on this
important segment of the population. DebitSavvy
provides information to encourage these young
adults to maximize their use of debit cards.
The website has a new look, and its content can
be easily shared via social media outlets, a critical
capability when communicating with millennials.
More than any other age group, this social mediasavvy generation relies on “word of mouth” when
making decisions on banking products, according
to Radoff Associates’ Large Purchases Survey (2010).
Through use of outlets such as Facebook and
Twitter, DebitSavvy.org supports an ideal forum
for millennials seeking advice, and simultaneously
provides an opportunity for financial institutions
to discuss their offerings.
DebitSavvy.org visitors have access to helpful
debit and financial news, explanations of debit
cards and transaction types, real-life examples of
debit card use and advice on how to protect their
financial information. PULSE also will host a Twitter
Giveaway campaign this holiday season to
encourage debit card conversations in social media.
By posting information about their debit card
purchases on Twitter, along with using the
#DebitSavvy hash tag, Twitter followers will qualify
for a chance to win a $200 Discover® prepaid debit
card. New winners will be announced every week,
and in total, PULSE will be giving away nearly $3,000.
PULSE also will provide financial institutions with
campaign assets, including gift cards, proposed Tweets and
consumer communications, on how their customers can
participate in the giveaway. Stay tuned to DebitSavvy.org for
more information on the Twitter Giveaway.
With the creation of DebitSavvy.org, PULSE hopes to address
the changes taking place within the payment industry and
strengthen communications with this generation
of debit “super users.” The 		
anticipated result will be a strong
foundation of debit card users,
both now and in the future.

Connect With Us

Partner with DebitSavvy.org
Patty Sendelbach
psendelbach@pulsenetwork.com
800-420-2122
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Regulation E: 		
Debit Overdrafts

D EB I T NE WS M INU T E

Global Growth in Non-cash
Payments Rising

What a difference a year makes

T

he Federal Reserve Board’s Final Rule
requiring financial institutions to
obtain account holders’ consent to
participate in debit-initiated overdraft
programs went into effect over a year ago.
The economic impact on financial institutions has been significant, with community
banks being hit the hardest, according to
FDIC data. Credit unions were not included
in the analysis.
The drop in deposit account service
fees (which include overdraft fees) began
July 1, 2010 when the Regulation E overdraft fee regulations took effect. According
to a study by Market Rates Insight, overall
service charges on deposit accounts at
FDIC -insured institutions decreased by a
combined $1.6 billion in the third and
fourth quarters of 2010 and the first quarter
of 2011. This decrease occurred even as
transaction account balances increased.
“Despite a communications blitz from
the financial industry urging consumers to
opt into overdraft protection, the majority
of consumers decided that they no longer
need protection,” stated Steve Sievert,
PULSE’s Senior Vice President of
Communications and Marketing. “The
numbers seem to indicate that consumers
have changed their behavior, prompting a
significant loss in fees.”

The rapid and profound drop in
deposit account service fees caused by
the overdraft protection regulation has
affected financial institutions of all sizes
and types. The changes are having the
greatest impact on community banks,
however.
FDIC data shows that, for banks with
assets of less than $100 million, revenue
from service fees on deposit accounts fell
14 percent to $90.04 million, compared to
the same period a year earlier. For banks
with assets of $500 million or less, first
quarter 2011 revenue from those fees
dropped 12 percent to $544.4 million.
Banks with assets of $1 billion to $10 billion saw the lowest decline at 8 percent,
while those with assets of $500 million
to $1 billion experienced a 28 percent
reduction in service fee revenue.
In response to this and other trends,
PULSE is working diligently to provide
financial institutions with solutions for
maximizing the value of debit.

Connect with Us

Consumer Overdraft Services White Paper
www.pulsenetwork.com/research
Account Manager or Client Services
877-247-8573

2011 World Payments Report
Global non-cash payments grew 8 percent
in 2010, compared to 5 percent in 2009.
Growth is highest in Central Europe, the
Middle East and Africa, which collectively
saw a 37 percent increase. U.S. consumers
are the most frequent users of non-cash
payments, accounting for 40 percent of
the total, followed by the Eurozone at
21 percent. Cards remain the preferred noncash payment instrument globally, with a
market share of more than 40 percent in
most regions and a high of 68 percent in
Canada. The annual World Payments Report
is issued jointly by Capgemini, Royal Bank
of Scotland and EFMA.

ICBA Monitors Social Media 		
for Member Banks

Independent Communit y
Bankers of America
The Independent Community Bankers
of America has launched Social Media
Monitor, a no-cost member benefit that
helps community banks protect their online
reputations. The service searches millions
of tweets, Facebook posts, blogs and
other social networks for mentions of a
community bank’s brand. The results are
aggregated and delivered to the institution
in a daily email.

Texas CU Plans Tellerless Branches

Decreasing Revenues from Service Fees
< $100M

$100M-500M

$500M-1B

$1B-10B

8%

14%

Source: FDIC

Diebold
University Federal Credit Union, a $1.4
billion financial institution based in Austin,
Texas, will open three branches staffed with
personal financial representatives (PFRs)
instead of traditional tellers. The PFRs will be
positioned at individual banking stations
equipped with ATMs featuring deposit
automation technology. The PFRs will act as
ambassadors, interacting with members in
a more personalized way.

12%

28%
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Debit Portfolio Analytics (continued from page 1)

Advisory Group to develop a white paper,
Evaluating Your Debit Portfolio: An Analytical
Framework, for our network participants.
This article summarizes the white paper,
which is available in the PULSE Durbin
Amendment Resource Center.

Analytics Inform Strategic Planning

Analytics represent an important
component of strategic thinking that is
vital to market success. Debit card issuers
that haven’t built an analytical framework
and incorporated it into their strategic
planning activities should consider the
benefits of doing so.
Best practices included in building a
framework to evaluate your debit portfolio
are discussed below.

Build Account Information Categories

Consider all available information about
your account holders, such as demographics, payment transactions, product usage
and accounts. Data from external sources
such as partners and vendors can be
layered onto this foundation. The idea is
to cast a wide net and create the most
comprehensive picture of account activity
possible. External information sources,
especially when identifying growth
opportunities, can help validate assumptions, uncover general market trends,
better define competitors and review
similar initiatives. 		
Aside from regulatory agencies, government studies and academic research,
many industry service and processing
organizations provide survey data, transaction information and thought-leadership
papers. Account information can then be
categorized by type and used to develop
a variety of analyses using different 		
filtering techniques.

Define Your Destination

Like a GPS device, analytics are not
very useful without a destination. Once
information has been categorized, define
the purpose of the analysis. What are the
questions your organization is trying to
answer? Do they relate to card activation,
utilization or new product strategies? For
example, new pricing strategies require a
strong understanding of how cardholders
use specific services, and whether there
is a risk of attrition.

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

Consider the Range of Viewpoints

Often, when reviewing their debit
portfolio profit and loss (P&L), issuers focus
on specific items such as interchange and
exception fee income, cost of processing
and risk. As traditional fee income sources
are destabilized by regulation, and new
technology begins to move transaction
activity away from physical cards, a more
holistic view of account P&L activity is
required.
As financial institutions consider 		
how to maintain profitability, a critical
component of portfolio analytics will be
understanding how consumers access
and use their transaction accounts. This
information can then be used to target
educational and marketing campaigns or
drive strategies on product and service
enhancements.
Risk also represents a significant cost
component of debit portfolios. In addition
to absorbing losses from fraud, issuers
must invest in and maintain risk management tools and systems. Therefore, the
ability to better understand risk origination
points and react swiftly to fraud threats is
a key analysis-related activity.
To gain the most complete view of risk,
a simple way to organize the data is by
payment type, transaction source and cost
to control/service. Gaining visibility into
these components can provide a better
understanding of transaction risk to help
make informed decisions around transaction-based fee strategies and investments
in fraud products and services.
Proper classification of accounts using
analytics gives issuers a deeper understanding of account holders’ transaction
behavior, which enables issuers to direct
applicants to the most valuable account
type and create targeted communication
and promotional campaigns. Account
classification generally organizes itself
around the number and type of debit
transactions per cardholder. This is valuable
if, for example, you are launching a new
product or service designed to increase
activation and utilization.

Analytics are Organic

Data changes dynamically, and the
framework you build today may not
serve tomorrow’s needs. For strategic
analysis purposes, an annual review is
recommended. Additionally, each new
product, service or vendor relationship

10

“Like a GPS device,
analytics are not
very useful without
a destination.”
should be automatically incorporated into
the existing analytical framework, and its
impact on that framework should be
understood.
Managing and growing a debit 		
portfolio today is challenging. While
analytics do not solve all problems or
make decisions crystal clear, they are a
key best practice for issuers and offer a
real opportunity to support decisionmaking based on organized, quantifiable
information.

Connect with Us

Debit Portfolio Analytics White Paper
www.pulsenetwork.com/debitregs
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PULSE PAY Choice
Delivering Exceptional Value

I

n today’s era of debit regulation, financial
institutions are looking for ways to extract
maximum value from their debit card
programs. PULSE offers a premium participation level that enables debit card issuers
to do just that.
Our PULSE PAY Choice participation
option makes higher interchange revenue
available to qualified financial institutions.
Introduced in June 2010, this premium
pricing tier delivers incremental value to
financial institution participants that meet
certain requirements. To be considered
for participation in PULSE PAY Choice,
institutions must:
• Sign a termed agreement with PULSE
• Choose to use PULSE as their only
		 PIN debit network
• Assess no discriminatory fees for
		 PIN debit use
• Offer zero-liability protection on
		 PIN debit transactions

Program Changes

Effective October 1, 2011, the PULSE PAY
Choice program now offers more benefits
to participating institutions than ever.
For institutions that are not subject
to Regulation II interchange restrictions,
PULSE PAY Choice pricing has now been
expanded to include the Petroleum and
Small Ticket PIN POS categories, in addition
to the Grocery and General Retail categories that were previously included.
Institutions that are interchange-		
regulated and participate in PULSE PAY
Choice will earn the full interchange rate
allowed by Regulation II on all PIN Debit

transactions, including PIN point of sale,
PINless Bill Pay, Internet PIN Debit and
Account-to-account. As of October 1, 2011,
that rate is $0.21 plus 5 basis points (0.05%)
of the transaction value plus an additional
$0.01 for debit card issuers that certify to
PULSE that they have policies and procedures in place designed to meet the fraud
prevention standards described in
Section 235.4 of Regulation II.

PULSE PAY® Choice
PULSE PAY Choice is a
participation level that
offers higher interchange
revenue to qualified
financial institutions. This
participation level is
another way PULSE delivers
value to its financial
institution participants.
Benefits

• $0.02 to $0.09 increase over standard PULSE PAY General
Retail and Grocery POS interchange rates
• Earn 16% higher interchange revenue* than 2011 PULSE PAY
interchange rates
• Seamless integration

PIN Debit – Consumers’ Choice
•
•
•
•

Faster than checks, signature and even cash
More secure than other forms of payment
Cash back available at millions of locations
Now available for Internet purchases

Qualifications

Financial institutions that wish to be considered for participation in
PULSE PAY Choice must satisfy certain criteria, including:
• A PULSE PAY Choice termed agreement
• Choosing to use PULSE as their only PIN POS network
• No discriminatory fees for consumer PIN debit use
• Zero liability for consumers on PIN debit transactions

Getting Started
*Projected average interchange lift. Increase will vary by merchant
transaction mix of institution’s cardholder base.

To discuss qualification for PULSE PAY Choice, call your account
manager today at 800-420-2122.
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PULSE PAY rates. The combined benefit to
an average institution exempt from interchange restrictions is also estimated
to be 16 percent. The actual increase for
both types of institutions will vary depending on a number of factors, including the
way participants’ cardholders use their
debit cards.
PULSE encourages all financial institution participants to explore the PULSE PAY
Choice option. The potential benefits are
significant. In addition to incremental
interchange over PULSE PAY rates, including a single PIN network option on your
debit cards eliminates the possibility of
transactions being routed to alternative
networks that offer reduced interchange
revenue.
To take advantage of this opportunity
for increased revenue, financial institutions
will need to sign a termed, PULSE-only
PIN POS debit agreement with PULSE, as
well as verify their compliance with the
program’s other requirements.

Connect with Us

Issuer Fee Schedule
www.pulsenetwork.com/public/		
financial-institutions
Select “Forms & Requirements” 		
(login is required)

Program Benefits

Account Manager or Client Services
Interchange-regulated institutions
that are accepted by PULSE for participation 877-247-8573
in this premium pricing tier are projected to
experience an average interchange increase
of more than 16 percent compared to

Mobile Payments – Present and Future

15%
Consumers who view
mobile payments as
somewhat or very
important today

788 million
Consumers who will
access the web only
through their
smartphones by 2015

$1trillion
Value of mobile
transactions in 2015
Yankee Group

Cisco Systems

Lightspeed Research
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A New Era for Debit
For all issuers, PIN debit costs less, is more efficient to support
in the back office and incurs significantly less fraud. In fact, according to the 2011 Debit Issuer Study, the signature debit fraud loss rate
is six times the rate for PIN, and signature debit accounts for 70
percent of total debit fraud losses. PIN authentication also reduces
chargebacks, further improving PIN debit’s economics. In addition,
consumers prefer it.
Although issuers no longer determine the routing of debit
transactions, they can have some influence by carefully choosing
the acceptance marks they place on their cards. While many
issuers are planning to simply add another debit network to their
cards to comply with the regulation, we recommend you consider
other alternatives. In particular, using PULSE-only for PIN debit has
distinct advantages.
For more details on these advantages, please see the related
article on page 11. Whatever your institution decides, you should
weigh your options carefully to ensure you are maximizing your
potential interchange income.

The implementation of Regulation II on October 1 heralded a
new era for the debit industry. The amount of interchange income
that financial institutions with combined assets of more than $10
billion can receive is now capped. And effective April 1, 2012, all
debit cards must be enabled on at least two non-affiliated debit
networks (prepaid cards have until April 1, 2013 to comply). In
addition, and also effective October 1, debit card issuers and
payment card networks no longer control the routing of debit
transactions.
One of the early results of Regulation II, for interchangeregulated issuers, is convergence of interchange rates for PIN
and signature debit. As a result, these issuers now view PIN debit
as providing a superior all-in value proposition over signature and
thus prefer PIN debit. This trend is accelerating with issuers that
are exempt from the interchange restrictions, due to the narrowing of the interchange differential on PIN debit relative to like
spend on signature debit.

IN CLOSING
Discover Success in Schools

F

or the third consecutive year, PULSE employees
volunteered at our adopted school, Dodson
Elementary in Houston, to distribute backpacks
and school supplies to all students at the start of the
2011/2012 school year. Thirty-one PULSE volunteers
were on hand at Dodson’s Ice Cream Social to
welcome students back to school and help kick off
the school year with new supplies and backpacks.
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