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Online business In banking



ONCE BITTEN, TWICE SHY

Representative Examples of Internet Bank Failures

Globe and flail, Canabda

Diecember 16, 1999
B of M's Yirtual Bank Fails to Deliver

“Rastin peace, mbanx. A few months ago. mbare was quiety
foldad in with the electronic sarvices that the Bank of
Montrezl affers branch-based customers.”

“After spending §70 million to build the mbanx brand, Bank
of Montrezl will fold mbanx’s 173,000 customers inte the
750,000 Bank of Montreal customers who signed up for

klmemetlwﬁiu"

Past ventures led most firms ...and more recent

to focus on Internet servicing failures have left many
and routine transactions firms hesitant to invest in
rather than sales. .. Internet sales capabilties.

The Business, France
February 3, 2007

Pru Chucks Rotten Egg, but
Stink of Failure Lingers On

“Egg may have offerad market-beating prices, but it provided
its parent with a severe case of mdigestion”

Computerworld.com, United States
September 11, 1999
Bank One Trims lts WingspanBank.com

“Bank One Corp's WingspanBank com, an attempt to create
z standabone Internat bank, will be downgraded to a
test lab.”

American Banker, Hnited States
Cictober 19, 2007

MNetBank Failure Kills
One Web Bank Model
“The remarkabde thing about MetBank is that investors and

bank maragers continue to believe, even today, that the
Internet banking model is vizble for a sandalone business.”

Source: "B of M's Virtual Bank Fails to Debver,” Glabe and Mail Canode (1& December 19%99); "Pru
Chudks Rotten Egg, but Stink of Failure Lingers On," The Busimess France (3 February 2007);
“Bank e Trims Its WingspanBankcom,” Cormputerworldcom (21 September 1999); “MetBank
Failure Kills Cine Web Bank Model,” Americon Banker (19 Cctober 2007); CFC research.



Tuned for Sales?



Focus oN FULFILLMENT

Institutions are focusing the ...with predictable results
Internet on low-cost service...
CFC Online Sales Survey, 2007 CFC Online Sales Survey, 2007
Percentage Percentage Rating from Four or Five
Q: In terms of the investments your firm is making in Q: How would you rate your firm’s capability?

the Internet channel today, which best describes your firm's objective?

33%

Revenue
Through Sales*

Lower Costs and
Better Service

0%
Assess Enable Support Proactively
Product General Product Sell Products

Features Research Purchase

on simple fulfillment. Source: Comboore Metwaorks, 2006; CFC research.



Interest Margin related income



Average interest rates in Greece

Average Average Interest Margin

lending deposit
Dec 1998 16,21 8,12 8,09
Dec 1999 14,02 6,98 7,04
Dec 2000 9,68 4,00 5,68
Dec 2001 7,26 1,96 5,30
Dec 2002 6,38 1,64 4,74
Dec 2003 5,95 1,15 4,80
Dec 2004 5,98 1,19 4,79
Dec 2005 5,73 1,28 4,43
Dec 2006 6,31 1,89 4,42
Jan 2007 6,35 1,97 4,38
Feb 2007 6,21 2,00 4,24

Since September 2002, banks submit detailed interest rate data, base on a unifiedj
methodology adopted in Eurozone. Historical data prior to 2002 have been adapted
that they are comparable with post 2002 data. We also have to note that the averayg
depositinterest rate, underestimates cost of money as banks have to support their

fast growing lending business through money markets with relatively high interest.
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Innovation in banking

Sustaining
Or
Disruptive



MAss AFFLUENT MATH

The mass affluent—our most profitable customers—... ...lead all groups in online banking activity...
Total Liguid Deposits, United States, 2004 Oinline Banking by Househeld Income, United States, 2007
Billions of LS. Dollars Percentage Banking Online
$984 69%
E6%
42%
$536 $550
33%
19%
$£160

Mass Market! Mass Affluent? High Met Warth* Less Than $25,000- $40,000-  $60,000- Greater

Affluent’ $25,000 39999 $L9999 $100,000 Than
$100,000

' Mass Market = $0-£99.99% i Irvestabie Accets. Source: Survey of Cormumer Finances; Pew Imternet and American Lifie
Project, 2007; Affluent Chyramics; (CFC research,

? Mass Affuent = 4 100/000-£799.997 in Irvesctable Axsets
1 Affluerd = £ F-23 M ini Imwestabls Axgats
* High-Met-Warth = More Than £3 Min imvestable Azeets.
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