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Agenda

Why top 10?
Drivers
Responses
IT priorities
Q & A
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Top 10 Challenges in 
Payments for 2007

Source: TowerGroup
10. Product “globalization”10. Brand centrality10. Payments as a Business

9. Automated profitability measurement9. Cross-merchant alliances9. Regulation/litigation

8. Modeling for credit risk and fraud risk8. POS rewards8. New products

7. Biometrics7. Cross-border consolidation/
in-country consolidation7. New technology

6. Near-field communication6. Global consolidation6. Security

5. Core system overhaul5. Security as a business driver5. Acquirer/processor scale

4. Integration at the point of sale4. Payments as a business4. Customer clout

3. Chip and PIN3. Blur between general purpose and 
closed loop3. Merchant aggression

2. Services oriented architecture (SOA)2. Point of sale enhancement2. Globalization

1. Smaller, disaggregated buys1. Fee for services supermarket1. Death of the Four-Party Model 

Technology PrioritiesStrategic ResponsesBusiness Drivers
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Driver 1: Death of the Four-
Party Model
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Source: TowerGroup
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No Single Scale Player 
Does Everything in 
Card Processing

• Chargeback/
fraud

• POS integration

• Fee/pass-
through 
reporting, 
calculation, 
payment

• Authorization/ 
transaction 
management

• Authentication
• Batch 

transaction 
processing

Back-endServicing

Source: TowerGroup
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Driver 2: Globalization
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Candidates for Cross-Border Card 
Processors in the E.U. 2006

Market presence
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SinSys

International marques

Vendors/institutions 
EU cross-border alliances

Tier 3 IT Market
Small IT markets, 
growing rapidly
Operational efficiency 
remains a challenge

Tier 2 IT Market
Small IT markets but growing rapidly
High IT innovation in financial services
Large “early adopter” consumer market Tier 4 IT Market

Tiny IT markets 
and financial 
services industry
Negligible IT 
spending relevant 
for niche players

Tier 1 IT Market
Highly competitive deals
In-country decision making
Growing domestic markets offer scale 
business models
Center of EU accession IT market focus

Exhibit #: 32:01C-E1
Source: TowerGroup

Note: This is a placeholder for notes regarding the exhibit.
(1) This is a placeholder for footnotes regarding the exhibit.
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More Candidates for Cross-
Border Card Processors in 
the E.U. 2006
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EU cross-border alliances

Exhibit #: 32:01C-E1
Source: TowerGroup

Note: This is a placeholder for notes regarding the exhibit.
(1) This is a placeholder for footnotes regarding the exhibit.
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Driver 3: Merchant Aggression
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Global Challenges to the 
Merchant Acquiring 
Business Model (2006)

Exhibit #: 48:02K-E6
Source: TowerGroup
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Global Merchant 
Acquiring Value Chain 
(2006)

Exhibit #: 48:02K-E3
Source: TowerGroup
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Driver 4: Customer Clout
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CAGR = 27%

Source: TowerGroup

US Debit Card Volume (USD in Billions)
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Driver 5: Acquirer/Processor 
Scale
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US Merchant Acquiring 
Market Share (2007E)

Exhibit #: 48:02K-E5
Source: TowerGroup
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US Merchant Acquiring 
Transaction Volume by 
Source (2007E)

Exhibit #: 48:02K-E4
Source: TowerGroup
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Driver 6: Security



20
©2007, Chase Paymentech Solutions, LLC. All rights reserved.

US Debit Card Volume 
and Debit Card Fraud 
Volume (2000–08)

Exhibit #: 47:12KRCN-E1
Source: Federal Reserve, TowerGroup estimates

Note: Debit cards continue to sustain nearly 20% growth, as fraud  tapers off on a higher transaction 
base. Total Fraud Loss in 2006 is estimated at $1 billion, excluding chargeback, missed fraud, 
and customer impact.
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Enterprise Fraud 
Management 
Architecture

Exhibit #: ViewPoint Issue 174-E1
Source: TowerGroup

Note: POS = point of sale, ATM = automated teller machine, DDA = demand deposit account, 
CIS = customer information system. 
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Driver 7: New Technology
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Global Penetration of 
NFC Devices as a 
Percentage of Devices 
Shipped (2005–10e)

Exhibit #: 42:25KF-E2
Source: TowerGroup estimates
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For-Profit Members of 
the NFC Forum (2005)

Exhibit #: 42:25KF-E1
Source: NFC Forum, TowerGroup

Sponsor Members
Sponsor 
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Associate 
Members (cont'd)
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Driver 8: New Products
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Areas of Potential HSA 
Revenue Growth for 
FSIs

Exhibit #: 47:23K-E7
Source: TowerGroup

Card/Transaction Fees

Load/transaction fees

Per-transaction interchange

Administrative Fees

Account setup fees (one time)
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under management
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Overview of Components 
and Processes of 
US Health Savings 
Accounts

Exhibit #: 43:18K-E5
Source: HSA Bank, TowerGroup

Health Savings Accounts

Driven by Bank, Processor, or Vendor
Driven by Vendor, Health Plan, or 

Third-Party Health Plan Administrator

High Deductible Health Plan (HDHP)
Provides cover for serious injury or illness once 
deductible is met

2005 deductible minimums = $1,100
single or $2,100 family

Health Savings Account/Card
Designed to cover routine medical expenses 
beneath deductible

Paper based or driven by prepaid card

Systems and product coding dictate which  
products are or are not eligible
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Driver 9: Regulation/litigation
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Milestones on the Road: 
SEPA Cards 
Implementation (2001–10)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

European Commission 
in Lisbon meeting 
adopts Financial 
Services Action Plan 
(FSAP)

Interoperability and cost 
transparency of national 
card schemes mandated

Europay and 
MasterCard complete 
merger

Corporations and 
individuals may use 
pan-European 
instruments for 
domestic payments

Berlin Group first meets

Hard stop?

EPC formulates
but does not publish
Cards Working
Document
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Could Europe Develop 
into a Super-France?

Foreign credit and debit (foreigners in France):
Visa and MasterCard

Cross-border debit and credit (French abroad):
Visa and MasterCard

Domestic credit: Cetelem, Cofinoga

Domestic POS debit: Cartes Bancaires

Domestic ATM: Cartes Bancaires

Source: TowerGroup
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Driver 10: Payments as a 
Business
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Authentication and
Authorization

A Global Topology of the Merchant 
Payment Acquisition Function

Exhibit #: 48:02K-E1
Source: TowerGroup

Note: 2006 global  merchant acquisition volume = 2 trillion transactions. EFT = electronic funds transfer; 
ISO = independent sales organization.
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Time Line of Technologies Leading to 
Service-Oriented Architecture (1975–2010)

Exhibit #: 48:31NRF-E1
Source: TowerGroup

Note: B2B = business to business, BPM = business process management, EAI = enterprise application 
integration, EDI = electronic data interchange, LAN = local area network, 
XML = eXtensible Markup Language, WS = Web services. 
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Questions

tiacobuzio@towergroup.com
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