pulsations
Dec 2011

T h e D e b i t N e w s M a g a z i n e SM

Financial Institutions Grapple
with Impact of Interchange Restrictions

U

.S. financial institutions are adjusting to the new debit
landscape following implementation of the first round 		
of changes brought about by the Federal Reserve Board’s
Regulation II on October 1, 2011. Initial provisions of the regulation
include interchange restrictions for institutions with combined
assets of more than $10 billion and merchant-directed routing 		
of all debit transactions.

In response to the reduction in interchange revenues, several
large banks announced that they would introduce new debit
fees. In some cases, these fees took the form of a monthly charge
to debit card users, and in some cases, a per-transaction fee for
debit card use.
(continued on page 10)

Fraud: Identif y. Examine. Mitigate.

PULSE Interactive Webcast Delivers Hard-hitting Tools and Strategies

D

ebit and credit card fraudsters are becoming increasingly more high-tech and sophisticated. To arm itself in the daily battle
against fraud, the payments industry must constantly look for, and invest in, ways to stay a step ahead. 				
The recent PULSE Insights & Solutions eForum – Fraud: Identify. Examine. Mitigate. – featured a case-management 		
demonstration, and useful tips and strategies that participants could adopt to help combat fraud.
(continued on page 8)
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VIEW FROM THE TOP
Dear PULSE Participant,

A

ll U.S. financial institutions came face-to-face with the new world of debit on
October 1, 2011. Interchange revenue has declined for large issuers that are subject
to the interchange restrictions in Regulation II, and merchants and acquirers now

control transaction routing for all debit transactions.
With the convergence of PIN and signature debit pricing for interchange-regulated
institutions, these debit card issuers are expected to have an increased interest in PIN
debit. PIN has important features that benefit issuers, merchants and consumers. Fraud and
chargebacks are considerably reduced with PIN debit. According to PULSE’s 2011 Debit Issuer

Dave Schneider

Study, signature fraud loss rates are six times those of PIN and account for 70 percent of total
debit fraud losses. The measurable reduction in fraud incidents and associated fraud costs
result in superior value for PIN debit.

“ Consumers
appreciate the
pay-as-you-go
aspect of debit, a
benefit that is even
more important in
today’s economy.”

We believe that debit is still a growth market. Consumers appreciate the pay-as-you-go
aspect of debit, a benefit that is even more important in today’s economy. And they cite
security, speed and convenience as primary reasons for choosing PIN. They also enjoy the
ability to obtain cash back with PIN transactions at participating merchants.
In light of consumers’ preference for debit, issuers are closely examining their debit
program costs to find new ways of enhancing profitability. They are focusing on improvements
in transaction data analytics, fraud mitigation services and debit loyalty programs. PULSE is
working on a number of service enhancements that will support these efforts, including:
• An enhanced reporting and analytics solution, the PULSE Debit DashboardSM, that will
provide our financial institution participants with detailed information on transaction
and cardholder activity
• Expanded fraud detection services that will include the ability to block suspicious
transactions in real time
• A new merchant-funded debit loyalty program to deliver real-time offers to cardholders
• Continued efforts to expand PULSE Internet PIN Debit, which we launched in late 2010
• Ongoing investment in DebitSavvy.org to educate consumers about the benefits of debit
Participants will be hearing more about these initiatives in the coming months. While
it is not clear exactly how the various forces affecting debit will play out in the post-Durbin
marketplace, we believe PULSE is well positioned to help our participants make the most 		
of these challenging times. From a fundamental question on compliance with Regulation II
to planning and implementing a long-term debit strategy, our account managers are ready
to assist you.
As always, thanks for your 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

Enhancements in Store for 2012
PULSE Professional Development Program
President of Communications and Marketing. “Enhancements 		
to our current programming elements will include extended live
Q&A sessions with speakers, downloadable transcripts and topical
white papers.”
PULSE Academy® session topics in 2012 will include
Regulation II updates, ATM innovations, chargeback processing,
EMV standards, internal fraud and customer account segmentation. We also plan to offer two live PULSE Insights & Solutions
eForum webcasts highlighting fraud management and revenue
generation programs, along with specialized chargeback sessions
as part of our Debit Performance Webinar Series.
We will conclude the year with the 2012 PULSE Conference. The
event will be hosted at the Bellagio Hotel in Las Vegas, October 1-3.

P

ULSE is finalizing the details of our 2012 Professional
Development program. Next year’s line-up includes an
array of webinars, discussion forums and training sessions,
available to network participants.
“Our professional development program will continue to focus
on providing strategies and insights to strengthen participants’
debit card programs,” said Steve Sievert, PULSE Senior Vice

Connect with Us
www.pulsenetwork.com/pd
melissavoelkner@pulsenetwork.com

PULSE® Internet PIN Debit
Features Custom PIN Pad Branding

F

inancial institutions that participate in PULSE Internet
PIN Debit have the opportunity to brand their cardholders’
point-of-sale experience with their institution name
and logo. To ensure that your cardholders see a branded
scrambling PIN pad when conducting
Internet PIN Debit transactions, email
separate images of your card background
and company logo to PULSE at the address
below. Files in TIF, EPS, JPG and GIF formats
are accepted.
Financial institution branding of the
Internet PIN pad reinforces account holder
loyalty and trust in the transaction. For
more information, visit the Internet PIN
Debit page in the Products & Services
section of the PULSE website.

Connect with Us

PULSE website
www.pulsenetwork.com/ipd
Logo submission
pinpadart@pulsenetwork.com
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D ebit Direc tions

Cashing in on Options

Despite tough times, revenueproducing opportunities are plentiful

T

Incentivize Account Holders

he banking industry is taking a significant hit with changes
brought about by Regulation E revisions and the Durbin
Amendment – to the tune of an estimated $50 billion
annually in lost revenue, according to an analysis by Novantas Inc.
So how can financial institutions curtail these losses?
No matter an institution’s size, a lean, efficient workforce
that can operate within the new debit landscape is imperative.
But pinpointing additional revenue-producing strategies is
equally critical.

Consumers are always looking for
ways they can benefit from their loyalty
to a particular financial institution,
much the same way banks try to find
ways to retain their account holders.
One such incentive is increasing the
number of available surcharge-free
ATMs. Installing new ATM terminals is
costly, but in some cases partnerships can be 			
formed that make expansion more economically feasible.
For example, PULSE’s collaboration with MoneyPass enables
participating financial institutions to offer their cardholders access
to more than 20,000 surcharge-free ATMs located in cities from
coast to coast. Financial institutions save the cost of adding new
ATM locations while the greater convenience of an expanded ATM
network appeals to consumers, helping issuers attract and retain
account holders.

Make Mobile a Priority

The advent of smartphones has increased the amount of
information consumers can readily access at their fingertips. In
fact, three out of five U.S. cellphone users venture onto the web
via wireless devices. And financial institutions are garnering their
fair share of traffic.
A study by comScore, Inc. found that 29.8 million Americans
used their phones to access financial service accounts in 2010. 		
To benefit from this trend and continue engaging with account
holders, institutions need to build platforms that are interactive,
intuitive and tailored to consumers’ needs. A reduction in costs 		
of operating call centers also can occur after deployment of
mobile banking applications because they offer consumers
immediate access to the answers they’re seeking.

Be Mindful of Your Data

Taking an inward look at their card transaction data can help
financial institutions better develop marketing strategies targeting
key customer segments. A better understanding of revenue
sources, types of transactions and account holder attitudes
toward fees allows institutions to market the right products to
the right individuals. Such information is especially useful in
making decisions on potential fee increases or pricing tiers for
various products.

PIN is In

Having a hard time deciding whether to promote PIN or
signature debit? In the long run, PIN results in significant cost
advantages – including lower processing fees, fewer chargebacks
and lower fraud costs. In addition, aligning with one strong PIN
debit network offers financial institutions considerable benefits. It
aggregates volume to secure best pricing, enables more effective
fraud detection, provides for comprehensive reporting and
streamlines operations and compliance.
Revenue-producing opportunities exist as a way to minimize
the effects of the recent regulations. Finding what works best for
individual institutions, though, will require an in-depth look at the
needs of your account holders, as well as researching options for
additional products and services that will attract new ones.

A l l d e b i t a l l t h e t i m e SM
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The PULSE Debit Solutions Event
Revving Up Your Debit Card Program

T

he second PULSE Debit Solutions
Event was held in September in
Milwaukee, Wis. The Event was
centered on three principles for PULSE
participants: Engage with industry leaders,
educate themselves on the latest trends
and developments, and exchange ideas
with peers.
The Event was held at the worldrenowned Harley-Davidson Museum. The
day’s program – built around the theme,
“Rev Up Your Debit Card Program” – began
with a PULSE network update from Denise
Stigge, Vice President, Association
Relations/Client Services. She reviewed
PULSE’s 2011 achievements, which include:
• Completing a major expansion and
upgrade of our processing platform
• Preparing for implementation of the
Durbin Amendment
• Implementing two enhancements
to our DebitProtect® fraud detection
service
• Fraud alert rules, enabling participants
to set customized rules for identifying
fraudulent transactions
• DebitProtect Forum, a web-based
community discussion forum for
program participants
• Launching DebitSavvy.org, a website
that educates the millennial generation about debit card use
Tim Clark, PULSE Senior Manager,
Business Development, led the group
through a comprehensive presentation of
the 2011 Debit Issuer Study findings. “Despite
challenges such as the aftereffects of the
recession and new regulations, debit continued its trend of growth in 2010,” said
Clark. “The issuers we surveyed anticipated
continued growth in PIN and signature
debit through the end of 2011 at a rate of
7 percent – a slight decline compared to
the rates they reported for 2010.”
Interchange-regulated institutions view
the outlook for debit very differently than
institutions that are not subject to interchange restrictions, Clark told attendees.
“For regulated institutions, it is critical to
define the new balance between customer
preferences, profitability and growth,” he
said. “They are focusing on new product
design and key portfolio performance
metrics.”

PULSE Product Offerings
Gary Meyer, PULSE
Senior Product Manager
for Processor Products,
introduced a new product
slated for rollout to the
network in the second
quarter of 2012. The PULSE
Debit DashboardSM is
designed to help financial
institutions take greater
control over their debit
card programs. Benefits
will include:
• A secure, fast method
of reviewing and
reporting on debit
transaction information – by product,
BIN and specified time period
• Intuitive use; presents data in easily
interpreted charts and graphs
• Authorized users can review
high-level metrics or drill down
into product details to retrieve 		
customized data
• Peer comparison metrics that can
help institutions examine industry
trends, as well as their own portfolio
performance
Another important area of focus for
debit card issuers is fraud mitigation.
“PULSE is taking a multi-pronged
approach to improving our capabilities
around fraud mitigation services,” said
Rodney Snearly, PULSE Product Manager
for Emerging Products. “We have
expanded our Fraud Operations staff
and enhanced our fraud mitigation tools,
leading to the development of more
accurate alert rules that significantly
increase the fraud detection rate.”
Upcoming DebitProtect initiatives
include testing of real-time transaction
blocking and auto blocking, the beta
phase of which is planned in April 2012.
Rev Up Your Brand
The Event’s final two presentations
were designed to help fine-tune financial
institutions’ branding through marketing
and customer support. Steve Sievert, PULSE
Senior Vice President, Communications
and Marketing, presented “Making
Marketing Social.”
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“The emergence of technology,
empowerment of consumers and explosion of social networking are conspiring
to make marketing more complicated and
more powerful than ever before,” said
Sievert. He cited compelling statistics
about the power of social media:
• 62 percent of business-to-consumer
companies that use Facebook have
acquired a customer from it
• 42 percent of companies that use
Twitter for marketing have acquired
a customer through it
• Companies that blog get 55 percent
more web traffic and 70 percent
more leads
• 57 percent of small businesses say
social media is beneficial
The Event’s keynote speaker was
Ken Schmidt, who worked with HarleyDavidson for more than 25 years as a brand
champion. He was instrumental in the
company’s turnaround from the brink of
ruin to becoming the world’s leading
maker of motorcycles. Schmidt spoke
about making a brand stand out in a
crowded field of competing financial
institutions, giving account holders a
more satisfying experience and creating
an army of loyal customers and members.

Connect with Us

Professional Development
www.pulsenetwork.com/pd
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PRODUCT FOCUS

PINless Bill Pay Offers Benefits to
Consumers, Billers, Financial Institutions

F

or more than 15 years, PULSE has
offered PINless Bill Pay as a way for
cardholders to pay their bills on the
Internet using their debit card, without
entering their personal identification
number (PIN). PINless Bill Pay offers a
secure and convenient payment method
for consumers, increases operational
efficiencies for billers and generates fee
income for financial institutions.
Since introducing our PINless Bill Pay
service in 1995, PULSE has continued to
grow and enhance this debit-based bill
payments product, offering recurring bill
payments and expanding the range of
merchants and biller types from which
cardholders may choose.
Many consumers favor card-based
payments like PULSE PINless Bill Pay over
writing checks to pay a wide variety of
common household bills such as utilities,
cable television, insurance, loan payments
and even their rent. More recently, PULSE’s
PINless Bill Pay service was broadened to
include transportation, prepaid mobile
phone refills, residential services, healthcare
and mail-order pharmacies, physical fitness
services like gym memberships, and charitable and religious organization donations.
PINless Bill Pay provides consumers
with a quick and easy way to pay bills
online, and the convenience of immediate

confirmation of their payment – resulting
in greater overall customer satisfaction.
Consumers have the flexibility to initiate
PINless Bill Pay transactions by telephone,
the Internet or a live agent.
Merchants or billers that accept PINless
Bill Pay benefit from timely, efficient, guaranteed payments. Further, it generally
costs less to process electronic payments
than traditional paper check transactions
and takes less time to post payments,
thereby improving cash flow.
Issuers benefit from increased interchange revenue, as well as the low fraud
and chargeback rates associated with
PINless Bill Pay. In addition, there are no
set-up fees, and the acquirer owns 100
percent of the liability for the transaction.
Other features of PULSE PINless Bill Pay
include Account Validation and Stop Pay.
Account Validation transactions may be
used to allow a merchant to verify the
authenticity of a card prior to establishing
a recurring bill payment. The Stop Pay
feature, which also applies to recurring
bill payments, allows financial institutions
to block transactions from a specific
biller at a cardholder’s request. Further
enhancements for Stop Pay are planned
for mid-2012.

THE 2012 PULSE Conference
Oct ob er 1-3 | L A S V EG A S
The PULSE Conference will take place October 1-3, 2012
at the Bellagio Hotel. We are excited about returning to
Las Vegas with new ideas and topics to help you make
the most of your debit card program.
Mark your calendar to join us for 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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PULSE PINless Bill Pay is a mature,
proven product that offers a multitude of
benefits and is more efficient than paper
payments for all industry participants. For
pricing and a complete list of biller and
merchant categories, visit the “Forms &
Requirements” page in the Financial
Institutions or Processors section of the
PULSE website.

Connect With Us

www.pulsenetwork.com/institutionforms
www.pulsenetwork.com/processorforms

INDUSTRY VOICE

As Fraud Rates Decline, Focus 		
Shifts to Alternative Payments

Phil Blank
Javelin Strategy & Research

U

.S. retailers received good news this
year. Retail sales rose, while total
reported fraud declined across the
industry. The decline in fraud rates was
reported not just by merchants but also
by consumers and financial institutions.
Much credit is due to the entire 		
industry for fraud reduction. However, the
decline in fraud should not be interpreted
to mean “all is OK.” Nor should merchants
be less vigilant vis-à-vis their antifraud and
risk mitigation efforts. Although the fraud
rate declined, the average fraud loss and
fraud detection time increased.
The most lucrative areas of growth
in payments – international, mobile and
e-commerce – also represent high-risk
areas for fraud. In fact, “card not present”
fraud now exceeds “card present” fraud.
As a result, international, mobile and
e-commerce transactions must be 		
supplemented by additional protection.
These were among the key findings
of the LexisNexis® 2011 True Cost of Fraud
Study, conducted by Javelin Strategy &
Research. This annual study examines
the ways fraud affects U.S. consumers,
financial institutions and merchants, and
quantifies the losses realized by these
primary stakeholders.

Fraud Channels

Credit cards continue to be responsible
for the highest number of fraudulent
transactions that merchants experienced
this year, while debit cards recorded a

decrease. The decrease was driven mostly
by declines in reported fraud at small to
midsize merchants rather than large
merchants.
Emerging channels such as mobile
and alternative payments experienced
an increase in the occurrence of fraud.
Although these are the primary areas of
growth for merchants, they are also the
areas where security and prevention
methods are still expanding. As consumers
turn to alternative payments more often,
it will be important for merchants to
understand and address the unique fraud
prevention, mitigation and resolution
requirements of this channel.
Financial institution executives interviewed for the study also reported lower
fraud losses overall this year. Based on
other studies, financial institutions typically
have reported mean fraud losses of less
than 1 to 2 percent of total payment card
volume. Comparing this figure against
fraud reported by merchants suggests that
financial institutions could have absorbed
$2 to $8 billion in total fraud losses associated with unauthorized retail transactions
during the past year.

Areas of Growth and Risk

Continuing a trend from last year’s
study, merchants that accept mobile
payments reported a high number of
completed fraudulent transactions per
month (about 1,400, on average). The
average dollar value of these transactions
also was higher among mobile merchants
($167) than for all merchants combined
($122). Further, compared to the overall
merchant population, merchants accepting
mobile payments attributed a lower proportion of fraud losses to lost and stolen
goods and a greater proportion to all other
fraud types, most notably identity theft.
Merchants expanding into mobile
payments are at high risk of chargebacks
through identity theft, friendly fraud and
fraudulent returns. They also have paid $2

out-of-pocket for every dollar lost in fraud.
As the adoption of mobile payments
increases, the vulnerability of this payment
method warrants greater vigilance on
merchants’ part.
Large e-commerce merchants also are
at higher risk of fraud losses from identity
theft and friendly fraud compared to the
average merchant. Both pose significant
hurdles. For example, friendly fraud
requires merchants to prove an item
was received, which can be challenging,
especially for online purchases.
Financial institutions also observed
a higher incidence of fraud through
e-commerce channels. According to
financial institution executives interviewed
for this research, as consumer use of
e-commerce has increased, so has fraud.
Fraudsters follow the money and have
learned that, on average, e-commerce
merchants have much higher-priced items.
Crooks can use false identities to
purchase large amounts of merchandise
online without raising suspicion. The
average value of a completed e-commerce
fraudulent transaction was $255, higher
than the $122 average reported by all
merchants combined.

Outlook

Despite the current lull, fraud is likely
to increase in the future. Merchants can
grow safely with reduced risks if they stay
vigilant and make strategic investments
in fraud prevention tools and technologies.
Merchants and financial institutions
should take advantage of this lull to stay
on top of and improve their security programs, especially as fraudsters become
more sophisticated in their attacks. They
need to identify specific areas of their
businesses that are at risk and use the
appropriate fraud prevention, detection
and resolution models, techniques 		
and tools.

Phil Blank is Managing Director of Javelin’s Security, Risk and Fraud Practice areas. He has an extensive
background in security, information technology, forensics and investigations. He has served in senior
management roles at ADP, ProBusiness Inc., MadetoOrder.com, Bay Networks, SHL Systemhouse, Amdahl
and Pacific Bell. His accomplishments and perspectives on information technology and security have been
presented at international conferences, published in Computerworld and featured in Digital ID World.
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Fraud: Identify. Examine. Mitigate. 		
(continued from page 1)

“Make sure you are 		
always focused not
only on preserving and
saving fraud loss, but
also on preserving and
saving the customer
relationship.”
- Steve Kempczynski

(Left to right) Steve Sievert, moderator; Steve Kempczynski, Julie McNelley, Cynthia Merritt

A tenured panel of risk-management experts brought more
than 40 years of combined experience to the live, interactive
webcast. They shared invaluable information on a broad range 		
of issues including cyber crimes, mobile applications, card-notpresent transactions and EMV cards, as well as the importance 		
of investing in fraud-mitigation tools and creating a culture of
security across the entire organization.
“Criminals are perpetrating increasingly sophisticated schemes
to defeat fraud detection and mitigation strategies,” said Steve
Sievert, PULSE Senior Vice President of Communications and
Marketing, who served as moderator. “We assembled a stellar
panel of payments industry professionals who brought diverse
experience to the session to collaborate on this important topic.”
Steve Kempczynski, Senior Project Manager for Bridgeforce, 		
a management-consulting firm specializing in fraud mitigation,
gave an insightful, high-tech presentation examining a simulated
fraud incident and demonstrating the lengths to which fraudsters

will go to outwit detection. Kempczynski also highlighted the
importance of balancing fraud mitigation with a positive
consumer experience.
“Follow up, follow through,” he said. “For example, if you’re
going to block an account, take steps to proactively reach the
customer. Don’t let them use their card at the point of sale and 		
be declined. Make sure you are always focused not only on
preserving and saving fraud loss, but also on preserving and
saving the customer relationship.”
Julie McNelley, Senior Analyst for Aite Group’s Retail Banking
Practice, emphasized that financial institutions must constantly
evolve with new developments in technology and fraud
detection.
“Stay nimble,” she said. “You cannot be complacent with
anything that you’ve deployed. You have to continually keep
your fraud environment agile to keep up with the bad guys.
Because they don’t rest, neither can we.”
Cynthia Merritt, Assistant Director of the Retail Payments
Risk Forum for the Federal Reserve Bank of Atlanta, stressed
the importance of proactively tackling fraud.
“We strive to maintain a forward-looking approach rather
than a rearview mirror approach,” she said. “We see lots of new
innovations and new risks on the horizon. So financial institutions,
consumers and businesses all have to be aware of what’s coming
in this dynamic environment, and pursue new technologies for
advanced security in the payments system.”
The Insights & Solutions eForum is part of the PULSE
Professional Development program provided exclusively to PULSE
participants. If you were not able to watch the live webcast, visit
the PULSE eForum website for on-demand access or to watch
the individual case studies. You can also see biographies of the
panelists and give us your feedback about the event.

Connect with Us

PULSE Insights & Solutions eForum
www.pulseeforum.com
PULSE Professional Development
www.pulsenetwork.com/pd
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PULSE Signs POS and ATM
Acceptance Agreement
with Nebraska Network

P

ULSE has signed a long-term, 		
point-of-sale and ATM acceptance
agreement with NETS, Inc. (NetWorks),
a non-profit, member-owned electronic
funds transfer services company based
in Lincoln, Neb.
NetWorks’ 285 member institutions
will be able to utilize PULSE for PIN debit
transactions at POS locations nationwide.
In addition, the agreement enables
NetWorks to expand ATM acceptance to
its members through PULSE’s more than
380,000 U.S. ATMs.
NetWorks’ more than 1,400 ATMs in a
10-state area in the Midwest also will be
enabled to accept PULSE®, Discover® and
Diners Club International® cards.
“This agreement further expands our
network participation and ATM acceptance

in the Midwest,” said Dave Schneider,
PULSE President. “In addition, it will enable
us to provide greater cash access to all
PULSE, Discover and Diners cardholders
who live in or are traveling through the
region.”
“Aligning with PULSE as a network
partner gives our members strong nationwide PIN POS acceptance, along with
expanded ATM access,” said Cathy
Morrissey, NetWorks President. “Our
arrangement also ensures our members’
debit card programs are in compliance
with the Durbin Amendment’s prohibition
on network exclusivity arrangements.”
For more information about NetWorks,
go to www.netseft.com.

Durbin Amendment Questions?
We’ve Got Answers.

T

he Durbin Amendment and the Federal Reserve Board’s final rules implementing
Regulation II are bringing sweeping changes to the debit card industry. As your
debit network, PULSE wants to ensure that you get answers to any lingering
questions you may have about the regulation and its impact on your organization.
If your institution’s consolidated assets are less than $10 billion, you are not subject
to the FRB’s interchange restrictions for point-of-sale debit transactions. However, if
your holding company has consolidated assets of $10 billion or more, or if you issue
cards that are PIN only, we urge you to contact PULSE to discuss options for getting
the most out of your debit card program.
It is important for financial institutions to understand that Regulation II’s network
exclusivity restrictions apply to all debit card issuers, regardless of asset size. This provision stipulates that debit cards must participate in at least two unaffiliated networks,
so that transactions may have at least two independent routing options.
Financial institutions that utilize PULSE for PIN POS transactions and another
unafilliated network for signature transactions do not need to add another network
at this time. However, PULSE encourages participants in this category to explore the
PULSE PAY® Choice option, which not only offers higher interchange on PIN POS debit,
but also significantly reduces the possibility of routing transactions to networks that
offer lower interchange revenue.
Current PULSE PAY Choice participants that are exempt from Regulation II’s 		
interchange restrictions may expect to see an increase in interchange revenue of
approximately five percent. The actual increase for each institution will depend on a
number of factors, including cardholder usage patterns.
Connect with Us
PULSE Account Managers, 800-420-2122
Client Services, 877-247-8573
NOTE: All financial institutions are advised to consult with their attorneys and advisors about Regulation II.
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Debit Fee Plan Still
Impacting Bank Reputations

The Research Intelligence Group
More than 90 percent of consumers are
aware that some banks were planning to
introduce a fee for debit card use, according
to a survey by The Research Intelligence
Group. More than three-quarters of those
surveyed believe the primary reason banks
abandoned such plans is fear of consumer
consequences. Only 7 percent believe the
change is the result of increased value
placed on customers. Less than half (42
percent) say a reversal of their bank’s plans
to charge such fees would improve their
opinion of the bank.

PCI Council Adds
Special Interest Groups

PCI Securit y Standards Council
The PCI Security Standards Council voted
to create three new special interest groups.
The groups will focus on cloud computing,
e-commerce security and risk assessment.
Special interest groups are a critical forum
for industry participation in the council’s
initiatives to increase payment card security.
They provide recommendations that often
result in guidance for interpreting and
implementing the PCI Data Security
Standards.

Consumer Groups Seek to Extend
Reg E to Reloadable Prepaid Cards

Consumers Union
Seven consumer groups joined to ask the
Consumer Financial Protection Bureau to
revise Regulation E such that general-use
reloadable prepaid cards will provide consumers the same protections as traditional
debit cards. The group, which includes
Consumers Union, the advocacy arm of
Consumer Reports, sent a joint letter asking
CFPB Special Advisor Raj Date to clarify the
definition of “account” to include pooled
accounts into which funds accessed by
prepaid cards are placed.

Financial Institutions Grapple with Impact (continued from page 1)

2012 PULSE Initiatives Support Debit Program Profitability
Enhanced Reporting and Analytics
PULSE Debit DashboardSM to provide participants with
greater details on transactions and cardholder activity

Expanded Fraud Detection
New services include the ability to block suspicious
transactions in real time

Continued Investment in Research & Insights
A new web-based Debit Regulations Resource Center, along with
research and white papers focused on debit growth strategies

What followed was an immediate
consumer backlash and what can only be
described as a frenzy of negative media
coverage. Consumers threatened to pull
their deposits from banks that instituted
such fees, and some bank customers did.
An initiative known as “Bank Transfer Day”
called on consumers to transfer their
money from banks to credit unions on
November 5, 2011.
The Credit Union National Association
(CUNA) reported that credit unions added
some 214,000 members in October 2011.
CUNA later reported that credit unions had
added another 40,000 members on Bank
Transfer Day. Nevertheless, data from the
Federal Reserve indicates that, although
bank deposits dipped at the beginning
of October, they ended the month well
above the September average.

Competitive Responses

Many of the institutions that
announced plans to institute debit fees
changed their minds as a result of the
negative response, and instead are looking
for other ways to support demand deposit
account profitability. Some institutions
subject to the Regulation II interchange
restrictions are increasing ancillary account
fees in an effort to replace at least a portion

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

of their lost revenue. Examples of such fees
included new or higher charges for checking accounts, replacement debit cards and
mobile deposits.
In an effort to attract additional bank
customers, some credit unions are planning to expand their offerings to include
such services as online account openings
and mobile banking to accommodate
the needs of former big bank customers.
Community banks and other credit unions,
eager to benefit from the industry shift,
are offering new or enhanced debit
rewards programs.
For example, a community bank in
Florida offered to pay consumers $5 per
month to open a checking account.
And PULSE participant Randolph-Brooks
Federal Credit Union increased its cash
back reward on debit transactions from
an already high 10 cents per transaction
to 15 cents through the end of 2011.
PULSE is working on several services
designed to support the profitability of
issuers’ debit programs. These initiatives
include transaction analytics, enhanced
fraud detection and debit rewards. For
more details, see View From the Top on
page 2 and the article on page 4.

Debit Outlook

It remains to be seen exactly how
Regulation II will ultimately impact consumers, merchants, financial institutions
and networks. Besides some initial transfers
of consumer accounts in October 2011, the
industry has not noted any appreciable
change in consumer behavior at the time
of this writing.
A panel of merchant executives at the
ATM, Debit and Prepaid Forum in Las Vegas
in November 2011 were lukewarm at best
in their view of the impact of the regulation on their bottom lines. Three retail
trade associations subsequently filed suit
against the FRB, arguing that its final
Regulation II rules strayed from the Durbin
Amendment requirements.
“We’re still in the early days of the
regulation, and the market is only beginning to adjust,” said PULSE President Dave
Schneider. “Although there is uncertainty
about if and to what degree consumers
will shift their payment and banking
behaviors, it is my firm belief that debit will
continue to be a profitable and beneficial
payment choice for consumers, merchants
and financial institutions.”

Connect with Us

Durbin Amendment Resource Center
www.pulsenetwork.com/debitregs
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The Future of
ATMs Is Now
T
he first ATM was deployed some 40
years ago. While numerous features
have been added since, the ATM has
essentially remained a cash-dispensing
device. That is about to change.
Regulation E, the Durbin Amendment
and other regulatory changes have
prompted financial institutions to investigate new ways to cut costs and boost
profits. ATMs have emerged as one such
solution.
“A growing number of financial 		
institutions are working to further enhance
account profitability by migrating more
transactions to ATMs,” said Cindy Ballard,
PULSE Executive Vice President,
Communications and Marketing. “To
propel this effort, a new breed of ATMs
with highly advanced capabilities is being
brought to market.”
Newer ATM models handle many
activities that historically have been done
by hand, such as accepting deposits
without envelopes and reading checks for
faster processing. Thanks to advances in
software, ATMs of the future also may
make custom sales pitches based on
demographics, purchase habits, account
balances and more.
ATM manufacturers are rethinking
everything from shape and style to function. For example, rather than keypads or

touchscreens, an NCR prototype system, reported on by
Fast Company magazine,
enables users to conduct 		
a transaction by pointing a
finger or waving a hand past
a motion sensor.
Design consultancy IDEO developed
a model for Spanish bank BBVA that is
designed to provide a superior user 		
experience. According to IDEO’s website,
“All operations, including PIN entry, are
completed on a 19-inch touch screen that
displays only information relevant to the
transaction at hand. All cash, statements
and receipts are handled in and out
through a single slot.”
With fraud costing the financial services
industry billions of dollars a year, ATM
security has not gone unnoticed. New ATM
designs being considered may identify
account holders using eye retina scanning,
voice detection, face detection or fingerprint detection. These advances promise to
make ATM transactions much more secure.
Finally, ATM deployment can be a costly
and lengthy process for financial institutions. To help simplify this process, a
Houston-based company has launched a
multi-lane ATM drive-through concept that
gives consumers access to as many as six
financial institutions in a single location.

(Top) IDEO touchscreen ATM
(Above) Multi-lane ATM drive through

Thanks to these and many more technology advancements, ATMs are not only
surviving, they are thriving.

PULSE Honors Employee
with Ignite Award

F

or the third year, PULSE honored an
employee with the Ignite Award, a
tribute created to celebrate the life
of long-time PULSE staff member Sue
Carpenter and her dedication to PULSE.
Employees who make significant and
admirable contributions to our organization are nominated by their colleagues
for the award.
In October 2011, Stephanie Stamos,
Director of Implementation Services,
received the third annual Ignite Award.
As Director of Implementation Services,
Stamos is regarded as a subject-matter

expert who is respected at every level
in the organization. Her commitment
to exceeding expectations and being
a leader sets an example for others to
follow. Stephanie was recognized for
having a positive, infectious personality
and never-ending energy that many envy.
PULSE would like to applaud all of
the 2011 Ignite Award nominees: Hollis
Auzenne, Ralynn Bowden, Dilshad Haji,
Craig Llorens, Cissy Noriega, Gina Smith,
Jay Stallings and Denise Stigge.
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Why Branding Matters
aggressive in advertising and promotions. As a marketing
professional, I’m heartened by the findings, which demonstrate
that good old-fashioned ad spend still produces results.
The key to sustained retention of these new customers is
delivering a compelling experience with the brand, from the onboarding process through every subsequent customer interaction.
These positive experiences are what lead to word-of-mouth
recommendations, both in person and via social networking
channels, to family and friends that build on the success of
brand advertising.
While it might come as a surprise that brand image matters
more to consumers than fees and rates when selecting a financial
institution, another study finding shouldn’t be an eye-opener.
Unmet expectations and poor customer service combine to
prompt more customers to leave a financial institution than any
other reason except life circumstances, such as a move or divorce.
A strong brand image gets consumers in your front door.
Delivering outstanding service keeps them coming back.

Debit cards and fees. It doesn’t seem like you can talk about
one without the other in the newly regulated debit marketplace.
And, while many of the nation’s largest financial institutions have
backed away from linking fees to debit card use, a recent study
suggests that the firestorm of negative media coverage about
the fees was overblown anyway.
Only 17 percent of consumers started shopping for a new
financial institution due to fees and rates. The 2011 J. D. Power
and Associates U.S. Retail Bank New Account Study also found that
only four percent of consumers who are ultimately motivated to
seek a new banking relationship make a decision based on fees
and interest rates. Pricing carries relatively little weight in
influencing consumer purchase decisions, despite recent heavy
media coverage suggesting otherwise.
The institution’s brand image matters more. Having branches,
which serve as their own form of outdoor advertising, in convenient locations is a close second. The study found that banks that
outperform peers in new customer acquisition tend to be more

IN CLOSING

PULSE Says
Boo to Diabetes

P

ULSE staff members and their family and friends
took part in the Juvenile Diabetes Research
Foundation Walk to Cure Diabetes October 29 in
Houston. Seventy-one walkers represented PULSE in
this year’s event, the proceeds from which support the
foundation’s efforts to find a cure for Type 1 diabetes.
The annual JDRF walk is one of the many ways PULSE
and its parent company, Discover Financial Services,
contribute to the communities in which we operate.
©2011 PULSE, A Discover Financial Services Company

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

12

