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Overview

With over half of the U.S, household population now banking online, online banking and bill pay
have finally achieved mainstream acceptance. Over the past three years online banking and bill
pay adoption have plateaued, and 38 million consumers are less likely to recommend online
banking in 2007 as in 2005. Javelin has used five years of longitudinal data to create a forecast
model to deliver projections of adoption through 2012 for online banking, consolidated bill pre-
sentment, and online bill pay (FI and biller-direct). Javelin also explores the benefits of green
banking and its impact on consumer behavior and adoption. Using quantitative consumer re-
search and case studies of select top ten U.S. financial institutions Javelin has clearly outlined
the next steps for Fls and vendors to reinvigorate growth, adoption, and profitability of the online
channel.

Primary Questions
o Where is online banking and bill pay headed over the next five years?

o What prevents holdouts from adopting online banking and how can they be successfully
persuaded to switch?

o What capabilities must Fls include in online banking and bill pay to capture market share?

¢ Which marketing and consumer education messages will best drive consumer adoption?

¢ How can Fls improve the migration of online bankers into online bill payers?

¢ Which new features and enhanced services will increase transaction volume and loyalty

among existing online bankers?

Audience: Financial institutions, specifically online banking groups; and security and
messaging vendors to the financial services industry

Author: Mary T. Monahan, Partner and Analyst

Contributors: Bruce Cundiff, Senior Analyst
Stephen Knighten, Research Associate
James Van Dyke, President and Founder

Editor: Glynnis Kaye

Publication date: June 2007
Price: $1,750

Length: » 64 pages
» 44 charts/graphs

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure
2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for _ -

Reinvigorating Growth and AdOptiOﬂ JAVELIN STRATEGY & RESEARCH

Table of Contents

OVERVIEW ...ttt h et ekt sh e e ek bt e s ettt e b et oo a R et oo R et e eh b e e e b e e e e a ke e e an e e smbeeanbe e e snbeeenneeennns 1
PRIMARY QUESTIONS ...ttt ettt ettt ettt e ekt e sk bt e e ke e e s st e e s abe e e shbe e e ebe e e enn e e s beesnr e e e nnneennreas 1
FINDINGS AND ANALYSIS ..ottt sttt e e s e nnn e ne e e nnn e e s e e en e e nnneennnes 1
EXECUTIVE SUMMARY .ottt ettt e s an e s e s n e s e nmn e e nn e e s nn e e s e e e nnneennnees 2
ONLINE BANKING AND BILL PAY GROWTH FORECAST 2003-2012.......cccciieireeennreenreesnreee e eneeee e 5
5 Year Forecast—Online Banking and Bill Pay Growth Forecast 2003-2012............ccccocveeeene 5
Electronic Bill View and Payment HitS Plat@au..........c.ooiuiiiiiiiiiii i 6
Still Popular, But Downward Trend Noted in Consumer Preference for FI Bill Pay ............... 7
For Many Consumers, the Word Is Getting Out: Online Banking Hinders ID Theft............... 8
Online Billing Losing “New and Exciting” Factor; 20% Fewer “Very Likely” to Recommend
(200572007 ettt ettt ettt etk b et b ek e e kbt eea bt e e R e e e oAb e e e ket e R Re e e b et e eRbe e e be e e ahe e e aabeeereeenane 9
PERSONAS OF ONLINE BANKERS VERSUS NON-ONLINE BANKERS..........ccccoiiieniieniee e 11
Online Bankers Have Many More Touches with Banks: Equals Opportunity ............cccuee.... 11
Who Are the Holdouts? People Preferences and ID Fraud Fears Deep-Rooted ................... 12
Online Bankers: The Three Keys t0 AAOPLION .....ovvieeiiiiiciiiieiee e 14
Alerts & Consolidated Bill Pay Would Inspire Activity in 50% of Online Bankers................ 16
Online and Offline Bankers Display Contradictory Profiles.........cccocvcvveeeiiiicciieeccc e, 17
Online Bankers Prefer “My FI” More Than 2:1 for Paying Bills Online ........ccccccooviieeiinnen. 18
GREEN BANKING ...ttt ittt ettt sttt et e et e e st e e she e e sate e e be e e smbe e e st e e asbeeeabeeesmteeanbeesmbeeesneeesnneaans 19
Communicating Environmental Benefits in a Customer-Friendly Way.........cccccoovviieiiinnnnn. 19
The Tipping Point for Paperless: Better RECOIAS.......cooiiiiiiiiiiiiiiiieeeece e 20
Cost Savings Can Be Found (and Not Just by Converting Off-Liners to On) ...........ccc.uuveee. 22
56% of Consumers Now View Check Images as Desirable-a Polar Shift...........cccccconiiinnin 23
CONVENIENCE .......ooiiiiiititeit ettt ettt sttt s ke e ek et eahe e e s b e e e sh b e e e be e e ah bt e e abs e e ssbeeabeeesnneeennreennneeans 24
LCTo ] a¥o JH1Y/ [0 o 11 1= SRR 24
o oY=To L =To [ = 1Y 1= o) £ UEERRE 26
CONTROL/FINANCIAL OPTIMIZATION ...ittiiitite ittt nnn e s e e s e nnneennnens 28
Personal Financial ManagemENt ...........coiiiiiiiiiiiei e e e e e e e s s s s e e e e e e s e s nnnrrneeeeees 28
Focus on Consumers’ Top Valued Features for Success in Online Banking PFM............... 29
Fls’ Top Online Protection Rating Falls 13%; Average Rating RiSes .........cccccevviiiiiiiiieeens 30
Consumer’s Guide to Improving FI Online Protection Ratings .......cccccceevviviiiiieeeeee e 32
Consumers Desire a Supermarket Of ALEITS ....uueiiiiiiiii e 33

Interactive Financial Messaging ": The Next Stage—Prohibitions and Review & Release
[T aTod A0 1= ST TP PP PP PUPPPPPUPRP 35

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure
2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for _ o

Reinvigorating Growth and Adoption IaveLIN STRATEGY & ReseaRcH
Shared Secrets and Computer Recognition Tops for All ..., 37
BANK COMPARISONS. ... ottt s 38
Where Do Customers Pay their BillS? ... 38
WaMu, Chase and Wells Top the Online Safety Ratings ..........cccceeiiiiiiiiiiiiiiiiiieeeee e 39
Good Online Safety Ratings Motivate Behavior: Chase, BofA and Wells Enjoy Outstanding
Increases in Online Banking in Response to Consumer ID WOTITIeS ........cceeeiiiiiiiiieeieennnnnns 40
Comparison of Top Six Online Banks by Attributes .......cccccee i, 42
DEMOGRAPHICS-AGE ...ttt e b b et b bbb ss s ssssrnsssn s nnrnne 43
No Mystery Here: Younger You Are, the More Likely to Have Tried Online Banking............ 43
The Eldest Clients Rank Bank’s Online Protection Performance the Highest-then Why
Aren’t YOU BanKking ONIINE? ...ttt e e e s e st er e e e e e e s s sastree e e e e e e s s snntannneeeeeanes 44
"Saving Time” Doesn’t Resonate with Older BanKkers.......ccccceevvivciiiieeeiee s 45
DEMOGRAPHICS-INCOME ... ..ottt eeeeeesessaeaseeaeassaeseansasanssnnansnnnsrssssnrnnes 46
Higher Income Levels Show Greater Online Banking Penetration...........cccccceeeviiiniciienne 46
The Poor (Under $15K) Have Different Reasoning for Not Banking Online.............ccccocue.... 47
Highest Online FI Bill Pay Penetration Rates Are for Consumers $100K -$149K ................. 48
Paper Turnoff: Middle Incomes Fear Losing Control-Want Better Records...........cccceeeeeenn. 49
DEMOGRAPHICS-ETHNICITY oeiitiiiiittiiiiittitiieiiiatiieiebebebebeiebababebabsbassbassessssssssss s ssssssssssssssssssssssssn s ssbnrnnes 50
Caucasians Lag in Online Banking ACCEPLaANCE........ccciiiiiiiiiiee e 50
30% of Asians who “Just Haven't Gotten Around to it Yet” Represent Opportunity ........... 51
Different Ethnicities Motivated By Distinct Online Bill Payment Features ...........cccccvveeeenn.n. 52
DEMOGRAPHICS-GENDER......cciiiiiiittitittt ettt e st e e e s s e s r e et e e e s e s bber e e e e e e snnrereees 53
Women Want Control; MEN TiME.......oii ettt 53
Window of Opportunity: Gap in Bill Pay Adoption Rates Will Close Quickly.........ccccccceone 54
Men Desire Integration into Financial Tools; Women Want Bill Alerts ........ccccccovviivivieennn.n. 55
e e =t N1 1 PSPPSR PP STPRPN 56
RELATED RESEARGCH ..ottt bbbttt sssbebebebnbnnes 59

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure
2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for _ o

Reinvigorating Growth and Adoption JAVELIN STRATEGY & RESEARCH

Table of Figures

Figure 1: Total Number of Households Banking, Viewing, or Paying Bills Online 2003-2012............ 5

Figure 2: Consumers Conducting the Following Bill Payment Activities Within the Last 12 Months6

Figure 3: Consumers’ Preference to View and Pay Online Bills (Longitudinal 4 Years).........cccce....... 7
Figure 4: Consumers’ Reactions in Online Banking Transactions iN .......ccccccceeeviiiiiiieeee e ceciieeeeeen 8
Figure 5: Would You Recommend Online Banking? (Longitudinal 3 Years).........occcvveeveeeeiivcvvnennnnenn, 9

Figure 6: How Online Bankers’ Usage Has Changed Most Since First Using Online Banking ........ 11

Figure 7: Reasons Why Certain Consumers Do Not Bank Online (Longitudinal 5 Years)................ 12
Figure 8: Why Did You First Start Banking Online? (Longitudinal 3 Years).......cccccccvniiieeiniiineenenn 14
Figure 9: Consumers’ Motivation to View More Bills Online (by Type of Banker)........cccccooviveennnn 16
Figure 10: Criteria for Selecting a New Financial Services Provider (by Type of Banker)................ 17
Figure 11: Where Consumers Would Most Prefer to View and Pay Online Bills...........cccccccoiiiinnnen 18
Figure 12: Consumers’ Opinions on Paper Statement Turnoff (by Type of Banker).............occueeee. 20
Figure 13: How Do Consumers Receive the FOIIOWING... 72 oo 22

Figure 14: Consumers’ Opinions on Viewing Electronic Check Images (Longitudinal 3 Years) .....23

Figure 15: Mobile Internet Users’ Preferred Mobile Banking TransactionS.........cccccccvvveeeeeeeevicinnnnee, 24
Figure 16: Expedited Payments Fee Revenue Forecast 2004-2009..........cccccvveeieeeeiiiicnineeneeeeessnnenens 26
Figure 17: PFM Offering’s Effect on Likelihood to Remain a Customer (by Type of Banker) .......... 28
Figure 18: Consumers’ Most Valued Features for Managing FiNanCes .......ccccccccvvvveiivieeeee e e, 29

Figure 19: Consumers’ Ratings of Their FIs’ Online Protection Performance (Longitudinal 2 Years)
............................................................................................................................................................. 30

Figure 20: Security Methods Consumers Would Like Their Fis to Implement (by Type of Banker) 32

Figure 21: Alerts That Are Valuable to Consumers (Longitudinal 3 years) .......cccccoeiiiiieiieieininninnnn. 33
Figure 22: Applying the Javelin “Prevention and Detection” Model to IFM™ ... ..o 35
Figure 23: Consumers’ Preferred Methods of Authentication ..........cccccooo i 37
Figure 24: Top 15 Online FIs (by Numbers of Online Bill PAyers) .......ccccocciiieiieiei i 38

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure
2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for _ o

Reinvigorating Growth and Adoption IaveLIN STRATEGY & ReseaRcH

Figure 25: Rating of Banks’ Online Banking Safety Performance (by Top Six Online Banks)......... 39
Figure 26: Consumers’ Response to ID Threats in Online Banking Transactions ..........ccccccceeeenee 40
Figure 27: Feature Comparison of Top Six Online Banks ..o 42
Figure 28: Last Conducted Online Banking (DY Age).....cuuiiiii e 43
Figure 29: Rating of Bank’s Online Protection Performance (by Age)......cccuiiiiiiiiiiiiiiiii 44
Figure 30: Most Important Reasons for Beginning to Use Online Banking (by Age) .......cccoiiiiinnee 45
Figure 31: Last Conducted Online Banking (DY INCOME) ......ccoiiiiiiiiiiiiiiii e 46
Figure 32: Reasons for Not Banking Online (DY INCOME) ......cooiiiiiiiriee e 47
Figure 33: Paid a Bill Online Through Bank or Credit Union’s Bill Pay Service (by Income)........... 48
Figure 34: Opinions on Paper Statement Turnoff (by INCOME) ......uvveviiieiiiiiie e 49
Figure 35: Last Conducted Online Banking (by EthniCity) .......ooociiiieriie e 50
Figure 36: Reasons Why Consumers Do Not Bank Online (by Ethnicity) ....cccccceeiiiiiiiieee e, 51
Figure 37: Motivation to Pay More Bills Online (by EthNiCity).....ccccocieeeiiiiiee e 52
Figure 38: Reason for Beginning to Bank Online (by Gender)........ccccoiiiiiiiiiiii i 53

Figure 39: Last Time Paid a Bill Online Through FI's Web Site or Bill Pay Service (by Gender) ..... 54

Figure 40: Motivation to Pay More Bills Online (DY GENAEr) ......ccoiiiiiiiiiiiieiiee e 55
Figure 42: Viewed Electronic Image of @ CheCK ... 56
Figure 43: Consumers’ Ratings of Their Banks’ Online Protection Performance ..............cccoeuinneee. 57
Figure 44: First Began Banking Online (by Top 6 Onling Banks) .........cccoocciiiieieeeee i 58

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure
2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for _ o

Reinvigorating Growth and Adoption JAVELIN STRATEGY & RESEARCH

Companies/Organizations Mentioned in Report

AOL mFoundry

Bank of America Microsoft

Chase M-Com

Citibank MShift

ClairMail Nature Conservancy
Corillian Spectrum Message Services
Digital Insight Visa

F1 Proprietary Solutions Wachovia

Firethorn Washington Mutual
First Data Wells Fargo

Fronde Anywhere Yahoo!

Jack Henry Zingerang
MasterCard

Sample Pages

I A & B ann

2007 Online Banking and Bill Payment:
Trends, Forecasts, and Strategies for
Growth and

Telephone: Fax: Address: Email: Web site:
8252259100 925.225.9101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



Syndicated Report Brochure

Place Your Order as Follows:
1) Call us at 925 225 9100, x26

2) Email us at inquiry@javelinstrategy.com

3) Fax or Mail using the form below:

Please send me the following report(s):

Report Title Publication Date Price
Name Title
Organization Division or group

Email Phone Fax

Address

Signature to confirm your order:

Payment Method: [ ] Paymentcard [ ] Check Enclosed [ ] Invoice me

Visa, MC, AE or Disc. card #: Exp date: _ /
Name on Card: Signature

For invoicing, provide PO number:
(Invoicing is available to financial institutions or publicly owned firms)

Note: Reports are provided in electronic PDF form only. Javelin reports are subject to standard terms and
conditions, as described on our web site. Javelin will contact you in the future to provide our free research
newsletter or other mailings. If you do not wish to receive our newsletter or other mailings, you may advise us of
this. Your contact information will not be sold to other organizations.

Telephone: Fax: Address: Email: Web site:
9252259100 9252259101 4309 Hacienda Dr., Suite 380 inquiry@javelinstrategy_com www_javelinstrategy.com

Pleasanton, CA 94588



