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Random Thoughts 
Challenger Banks: Evil or Good? 

We’re betting that most readers are screaming “evil” or other four-
letter words.  But, are they really? 

Banking and payments are cyclical and finicky businesses and the 
cycles are getting shorter because of technology.  Real estate and 
consumer lending have their ups and downs about every seven and 
five years, respectively.  It took three attempts to get debit cards to fly.  
And, we battled the “33 percent wall” for ten years before consumers 
warmed to ATMs.  Here’s the point, the current crop of U.S. 
challenger banks – Chime, Endeavor, Moven and others – aren’t the 
first group of interlopers trying to invade wingtip shoe land.  And, 
predictably, legacy banks are responding by driving for more scale 
(WF is cutting 10 percent of its people) and touchpoints (Chase is 
opening 50 new branches in Philadelphia and 10 in South Florida). 

We’ve referenced other ripples in the force before – the Internet 
brought us Wingspan and Citi/fi, two notable efforts that cratered, as 
well as still-standing offerings like NetBank, Bank of Internet USA, and 
EverBank.  In hindsight, it looks like half of the banks spawned during 
the Internet era succeeded.  Why?  Because there was a 
demographic out there that wanted something different and they 
found it.  Isn’t that what market segmentation is about? 

To be sure, there are demographic cohorts (read: “Millennials and 
Generation Z”) that will eagerly take to “digital first” or “digital only” 
banking offers instead of traditional approaches.  We wonder, though, 
if the “digital only” marketplace is all that deep.  If not, then we should 
anticipate seeing a gradual broadening of challenger bank channel 
offerings lest they find themselves siloed (e.g., SoFi Money and Stash 
Banking offer account and PFM services but not credit).  Isn’t being 
siloed anathema to the “omnichannel” approach bankers and retailers 
are striving to achieve?  We think so. 

 

 

We must add, however, that the emergence of challenger banks could 
lead to a shift in the basis of competition among legacy players which 
may ultimately be good for consumers.  Chase’s “Finn” offering is a 
case in point.  Want omnichannel support?  Open an account at 
Chase.  Looking for digital first, come see us at Finn.  We hear 
through Bank Innovation that Suncoast Credit Union, a $9.2 billion 
player, is developing a mobile app potentially aimed at Gen Z.  Same 
gambit; full service, come see a banker, digital banking, here’s an 
app.  Interesting. 

So, which approach to financial services will win out – scale or 
technology?  Probably both because consumers will be able to make 
choices; just like they did during the Internet boom.  Which approach 
is best for shareholders is another curious question.  Those banks 
and credit unions using technology to build on existing scale is likely 
the best answer.  Still, for those segments looking for bank-in-hand 
solutions, the owners of challenger banks may come out way ahead.   

One thing we know for sure: the role challenger banks end up playing 
in financial services won’t be fully understood until well after most of 
us are long gone.  For now, they are stimulating new thought and 
piquing consumer interest, and both are good for our industry. 

Off to a charity fishing tournament in Baja. 

 

 Until Next Time… 
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2018 Predictions and Results  
Open APIs will gradually become something other than today’s exception to the rule.  Following the lead set by Wells Fargo, Bank of 
America, and Chase, each of the top ten banks will announce new Open Banking relationships with third parties. 

Q1: It’s happening, albeit gradually.  PFM and lending appear to be the most popular. 

Q2: Open Bank Project (openbankproject.com) is attempting to become an app store for bankers, developers, and customers.  OBP source 
code is available thru Github. 

Q3: Neobanks in the EU and UK are posting new membership measured in millions.  Meanwhile, U.S. efforts are poking along in the thousands.  
We may not have found the secret sauce yet. 

2018 is the year that blockchain (distributed ledger technology, or DLT) is taken seriously by the U.S. financial services industry.  Two 
significant pilots (probably on the commercial side of the house) will be announced. 

Q1: No significant announcements in financial services yet.  The healthcare industry is bubbling though, as Optum, UnitedHealthcare, Humana, 
and others launch a blockchain pilot aimed at reducing administrative costs. 

Q2: Not quite approaching consumer payments, but moving in that direction, both Walmart and Starbucks announce efforts to pilot blockchain in 
their respective supply chain management systems. 

Q3: JPMorgan’s Interbank Information Network (IIN) now has 75 multinational banks enrolled.  Not bad for a year’s work.  Meanwhile, JPM’s 
Quorum blockchain is attracting adherents. 

Augmented Reality (AR) will move to the forefront of retailer mobile apps.  By the end of 2018, in-app product demos and virtual 
product try-ons features will become commonplace. 

Q1: Ikea, Dulux, Bic and Lowe’s are already in the game. 

Q2: Check out what Target is doing with cosmetics – pretty sweet.  And what Walmart is doing with 3D VR shopping; sweeter still. 

Q3: No new blockbuster AR announcements this quarter although the Ray-Ban application is pretty cool. 

http://www.doradoindustries.com/
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2018 Predictions and Results  
Amazon will begin dispensing pharmaceuticals (drugs and devices) by obtaining licenses in select states. 

Q1: Well, maybe not.  The mere suggestion that Jeff Bezos wants to disrupt big pharma has sent the incumbents scurrying for more friendly 
partnerships – Aetna and CVS; Walmart and PillPack, for instance.  This will be an interesting year for pharmaceuticals, we opine. 

Q2: Things got quiet all of a sudden as DoJ and other agencies take a peek at the Q1 transactions.  Oops!  Amazon swoops in to buy PillPack 
for $1.0 billion.  Bet Walmart is less than pleased. 

Q3: No news this quarter, a bitter pill to swallow. 

The number of ATMs in the U.S. will decline by 15 percent as non-EMV compliant machines are mothballed and deployers respond to 
slack demand. 

Q1: This one was too easy.  We’ve already seen M&A activity among device servicing firms and the two big U.S. manufacturers are scrambling 
for new strategies. 

Q2: Banks shuttered 1,700 branches in the U.S. last year; those ATMs went with them.  The industry claims a 1.4 percent sales growth rate – 
equivalent to standing still or worse. 

Q3: Note also that ATM managed service providers are shifting around; most notably, U.S. Bank is leaving the business.  Fiserv is taking the 
Elavon ATM business line and MoneyPass network for its own use. 

The merchant services segment will continue to consolidate as value chain integration becomes the primary profit driver.  Expect to 
see at least two major M&A events. 

Q1: Nothing yet; stay tuned. 

Q2: PayPal’s acquisition of iZettle for $2.2 billion has got to earn us at least half a point. 

Q3: U.S. Bank doubles down on merchant services and buys ETS to expand its merchant reach. 

http://www.doradoindustries.com/
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2018 Predictions and Results  
Venmo’s (unnamed) P2P competitors will follow its lead and announce plans to morph into POS and mPOS services. 

Q1: These plans will likely unfold in the commercial banking sector first.  U.S. Bank is already heading that way. 

Q2: Hong Kong has led the way with its Octopus P2P application now being used by enrolled merchants.  Meanwhile, Venmo is stepping up its 
game by issuing a MasterCard debit card to those wanting to use their Venmo balance to make merchant purchases. 

Q3: Zelle continues to play its cards quietly. 

Now for some controversy.  Big banks will continue to eschew the opportunity to solve the cannabis retailers’ banking and merchant 
services problems, but they will be solved.  Most likely by smaller banks and forward-thinking credit unions. 

Q1: This could all go away if cannabis is removed from the Schedule 1 category of drugs.  In the meantime, players like CanPay and PayQwick 
are offering workarounds while Attorney General Sessions uses the Supremacy Clause to play hardball. 

Q2: President Trump’s leaning toward pot legalization as well as the October 2018 “go smoke” liberalization in Canada might suggest that 
skirting Federal banking policies won’t be necessary for much longer.   

Q3: A Massachusetts credit union steps up to the plate and will offer depository services to cannabis dealers and distributors.  Lending services 
are “under review.”    
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TrendWatch Summary – Q3 2018 
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Market and Industry Situation  
Focus Area Recent Movements 

Low   New Payment Forms At least we’re not being barraged by new cards with keyboards. 

Med   ATM Restructuring U.S. Bank M&A actions may trigger ATM fleet re-thinking. 

High   POS Volume Trend Apple Pay and Samsung Pay are gaining new adherents and merchants.  Card volume 
continually growing. 

Low   Legal/Regulatory Issues Nothing exciting; good news. 

Low   New Venture Growth Money is coming in but in big increments and focused on healthcare and Neobanking. 

Med   Earnings 
Announcements 

Everyone is making money!  Unless you’re a legacy system provider in the MTS space. 

High   Industry Investments Blockchain funding continues while the ICO fraudsters are throwing the investment community 
a real curve ball. 

Med   Payments Industry 
Security 

More cybercurrency theft highlights the need to tighten things up before currency side of DLT is 
going to amount to much.   

 

 

 

 

 Positive 

 Mixed 

 Negative 
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TrendWatch Summary – Q3 2018 
 

Industry Players to Watch 

Alipay There’s no doubt that the Chinese payments industry is becoming intertwined with ours.  Where will it pop up next is the 
question. 

Regulators It’s not likely that global payments and securities regulators are going to allow the burgeoning ICO marketplace to stay 
around much longer.  Here, the question is control it or ban it? 

Kroger and Visa Which one of these industry titans will blink during the stare-down over Visa acceptance in northern California Foods 
Co. stores?  

OCC and NYDFS The battle lines have been drawn with New York Department of Financial Services suing the OCC over the 
agency’s effort to charter Fintech banks.  NYDFS claims Federal overreach has occurred.  OCC has been somewhat dismissive. 

Google The search engine giant seems hell-bent on making its wallet and “Pay” efforts work despite having lost the first three rounds.  
Still, this may be a 15-round winner-take-all-affair so betting against Google is not advised. 

Digitization as a Concept Recent surveys of banking executives confirm their belief that end-to-end digitization is key to future 
success. The same research suggests that, thus far, the results haven’t justified the expense.  Will digitization win the day or become 
this century’s Betamax? 

http://www.doradoindustries.com/
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2018 Payments Industry YTD Yields 
We’ve made it back from the depths of dispair created in Q1 – with a couple of minor exceptions.  However, it appears that the market is taking 
kindly to the model once used for international money transfer, a sector being squeezed by companies like TransferWise and WorldRemit.  Holders 
of our mythical basket of equities ought to be pleased with the 28 percent average yield it has generated thus far in 2018.  This is particularly true in 
light of the Dow’s somewhat meager YTD return of 6.96 percent.  The S&P didn’t do much better at 8.99 percent.  New readers might wonder about 
the value of this simple analysis; it’s a good barometer of market thinking, good gains in value may lead to lower corporate financing costs, and it’s 
cheaper than a PowerBall ticket.  

  

Sources: Company releases; Morningstar.com; Bloomberg.com; and Coinbase. 
Notes: 2018 YTD yield excludes dividends; based on 12/31/17 and 9/28/18 closing prices. 

Yield Rank
Alliance Data Systems $253.51 $236.16 ($17.35) ($1,032.33) -7% 17
American Express 99.37 106.49 7.12 7,689.60 7% 14
Cardtronics PLC 18.52 31.64 13.12 533.98 71% 2
Discover Financial Services 76.96 76.45 (0.51) (245.26) -1% 16
Euronet Worldwide 84.27 100.22 15.95 803.88 19% 11
Fidelity National Information Services 94.16 109.07 14.91 2,844.83 16% 12
First Data 16.70 24.47 7.77 1,397.59 47% 4
Fiserv Inc. 72.47 82.38 9.91 1,544.97 14% 13
Everi (fka GCA) 7.54 9.17 1.63 125.67 22% 8
Jack Henry & Associates 116.96 160.08 43.12 3,617.77 37% 6
MasterCard Worldwide 151.83 222.61 70.78 9,158.93 47% 3
MoneyGram International 13.18 5.35 (7.83) (453.04) -59% 18
PayPal 73.62 87.84 14.22 17,348.40 19% 10
Square 34.67 99.01 64.34 21,039.18 186% 1
Total System Services 79.26 94.74 15.48 5,076.51 20% 9
Western Union 19.04 19.06 0.02 11.38 0% 15
WorldPay 73.60 101.27 27.67 6,861.61 38% 5
Visa 114.26 150.09 35.83 30,308.60 31% 7

Bitcoin Closing Price $13,634.13 $6,634.00 ($7,000.13) -51%

Industry Player 12/31/2017 9/28/2018
Price


Cap Value


YTD 2018
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Interesting News This Quarter 
Subject Source / Date Summary 
Square Business Insider 

July 
Rebellious merchant services provider, Square, steps back from efforts to secure an Industrial Loan 
Charter (ILC) after facing stiff objections from folks like the Independent Community Bankers Association 
(ICBA).  Square claims to want the banking charter to enable it to provide more than the $1.8 billion in 
loans to small business it has extended since forming Square Capital in 2014.  And, then there’s the small 
matter of merchant discount fees and card association membership.  Fear not, Square will reapply once 
the dust settles. 

State of New 
York 

CU Times 
July 

State of New York governor Cuomo has directed the state’s Department of Financial Services to support 
initiatives linked to opening deposit accounts with medical marijuana dispensaries and related industries, 
Federal policies be damned.  Nice move, Governor.  AG Sessions was never a fan of yours anyway. 

Crypto hack TechCrunch 
July 

Yes, we said last year that we’d leave reporting and commenting on Crypto hacks to others but this one 
is too good.  Israel-based Bancor raised $150 million via ICO last year and launched its wallet and 
exchange to rave reviews.  Sadly, things have gone south as a corrupted wallet made off with $12 million 
in Ether and $10 million in Bancor’s BNT cryptocurrency.  In B-School terms, the event makes holders of 
Ether an “externality”; in other words, screwed.  So much to write about with this episode, so little time. 

Google Pay TechCrunch 
July 

In the see-saw battle between Google Pay (GP) and Apple Pay, it was Google’s turn.  You can now 
generate P2P transactions directly from the Google Pay app as well as the search firm’s earlier “Send” 
application.  Further, the GP app is taking on more of a wallet appearance with its ability to save mobile 
tickets and boarding passes.  Long-time readers may recall that Google’s earlier efforts to innovate in the 
wallet segment fell woefully short of expectations.  Hopefully, for the sake of the game, this offering will 
attract some market share. 
Additional note: It has also been reported that Google Pay will soon adopt QR code capabilities for P2P 
mobile transactions.  Obviously, QR codes are proximity-determined, meaning that both parties to the 
transaction would scan each other’s phone to transfer funds.  We may be dating ourselves but isn’t the 
approach akin to the Bump feature included in most Palm Pilot models?  Then again, GP might be 
chasing after the emerging QR code-based bill payment segment being promoted by a handful of billers. 

Payments 
M&A 

Business 
Intelligence 

July 

2017 was a pretty robust Payments M&A year with $32.9 billion in value changing hands.  2018 looks 
like it will be a barnburner since the investments made in payments through the first half of the year are 
140 percent of 2017’s entire M&A volume.  Of course, big deals like last year’s Vantiv/WorldPay $10 
billion transaction and this year’s PayPal/iZettle $2.2 billion bite, move the needle a bunch.  Still, the move 
to consolidation required to make digitization work on a scale basis is likely to driven 2018 M&A volume to 
record heights and keep the sign, web design, and paper goods suppliers happy through year-end. 

http://www.doradoindustries.com/
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Interesting News This Quarter 
Subject Source / Date Summary 
Low cost 
banking 

ATM Marketplace 
July 

If you’re looking for low cost banking services, you’re wise to avoid Florida.  ATM Marketplace reports 
on a survey conducted by DepositAccounts.com ranking the top fifty markets for account maintenance, 
ATM, and overdraft fees.  The highest markets are West Palm Beach, Orlando, Tampa, and Miami.  
Snowbirds might object to being plucked but still head south for the winter, it seems.  Interested in seeing 
the full list of fifty cities included in the survey?  Check this out: http://bit.ly/2udSlUT 

Citizens 
Financial 
Group 

Bank Innovation 
July 

No doubt emboldened by Chase Bank’s launch of Finn, a digital-only bank, Citizens Financial Group, 
those crafty lenders behind the Apple iPhone X financing scheme, are launching Citizens Access.  The 
new digital bank will focus on savings accounts and CDs for now.  Citizens offers savings accounts with a 
2.0 percent APY with a $5,000 minimum opening balance and CDs pegged above the current market rate 
of 3.1 percent APY.  No debit card as yet; we suspect demand accounts with $5,000 opening balances 
are pretty rare. 

MasterCard Finextra 
July 

In the world of payments, we have the curious and the just plain weird.  Recent action by MasterCard in 
the UK falls into the latter category.  MA bought Vocalink, the uber UK processor, in 2013 with grand 
plans to make Zapp, a real-time P2P app, its showcase debit product.  Didn’t work.  Now, the card 
scheme is hooking up with WorldPay to promote “Pay By Bank,” an application that allows Brits to 
circumvent the card rails.  Why, you ask?  Well, if you’re a very distant number 2 player in a 2-scheme 
race, every click helps.  Merchants may love the new app; MasterCard banks, not so much, we opine.  
Yet another reason why we believe the international card brands should be separated into processing and 
card marketing firms. 

LINK ATM 
network 

Business Insider 
July 

So, here’s a winning strategy for you – not.  Faced with declining ATM transaction volume, amplified by 
the UK’s recent surge in debit transactions, the UK’s LINK ATM network announced plans to reduce the 
amount of interchange paid to device owners by 20 percent over three years.  Oops; suddenly ATMs 
began to disappear as deployers decided that taking a $3,500 income haircut wasn’t in the cards.  When 
banking regulators came knocking on Link’s door armed with complaints from underserved markets and 
consumers, the network has walked back its plans.  Owning a payments monopoly is pretty keen.  When 
it’s over a government-regulated utility service, that might not be all it’s cracked up to be, it seems. 

http://www.doradoindustries.com/
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Interesting News This Quarter 
Subject Source / Date Summary 
Barclays Bank WSJ 

July 
About the time the earth was cooling, we could time real estate crashes with the opening of a real estate 
loan production office in Los Angeles by NYC’s Irving Trust.  Fast forward forty or so years and we may 
be seeing the creation of a new bellwether predictor of U.S. economic slumps by tracking what Barclays 
Bank does.  As the story goes, Barclays 5 percent investor, Sherborne Investors is “encouraging” the UK 
banking giant and U.S. credit card lender to expand its holdings and product offering in the U.S.  The 
bank has been to the altar in the U.S. a few times; even enjoyed a couple of brief but rocky honeymoons 
here.  American investors long in the market and our economy should watch for an announcement for 
grand U.S. expansion plans by Barclays, then move to cash. 

Mobile banking Bank Innovation 
July 

U.S. consumers are a fickle lot, it seems.  Virtually every bank earnings report touts the high degree of 
success with mobile banking app penetration while, for the most part, the consumers surveyed by Bank 
Innovation rate most of the offerings as mediocre.  The survey used net promoter score methodology to 
measure the willingness of consumers to recommend a product or service to others.  The results indicate 
that, while the entirety of the financial services industry rates a 47 score, the NPS for mobile banking apps 
comes in at 12, not stellar by any stretch.  So, what do consumers say would raise the score?  “frequent 
use rewards,” “higher deposit limits,” “easier biller adds,” “more transfer options,” and “a less-serious, 
more-fun design.”  Bankers being bankers, it’s not likely that the last wish will ever be fulfilled. 

Snapcash TechCrunch 
July 

The fate of Snapcash reminds us that large numbers don’t necessarily lead to success.  Snapchat has 
over 190 million active users and still, its four-year old P2P service didn’t make the grade, and was 
shuttered on August 30, 2018.  Powered by Square, users were required to provide their bona fides to a 
third party, apparently throwing cold water on user adoption.  How and why users are attracted to a 
particular form of digital payments seems far more complex than the mere size of the network (social or 
otherwise) delivering the service.  According to a 2018 consumer survey sponsored by Early Warning (the 
Zelle folks,) recommendations from family, friends and trusted advisors, offeror trustworthiness, and you-
owe-me/I-owe-you reciprocity also carry a lot of weight.  
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Interesting News This Quarter 
Subject Source / Date Summary 
Cybercrooks Finextra 

July 
Years ago, TrendWatch chronicled the brazen efforts by cybercrooks to launder money using online 
gambling sites.  The perps would use stolen credit card credentials to buy into big money games, lose 
their ante and then some to an associate also playing the hand, cash out, and split.  Regulators and 
authorities caught on to that trick quickly and the online gambling gambit was pretty much shut down.  
Still, our friends are a persistent lot and haven’t gone away.  The new money laundering trick involves 
using stolen card data to buy in-game currency at the Clash of Clans, Clash Royale, and Marvel Contest 
of Champions video game sites.  The pseudo-currency is used to purchase virtual goods which the yeggs 
sell to unsuspecting users on third-party sites.  Yet another reason to keep a tight rein on issuer and 
acquirer security measures.  

Visa Direct Mobile Payments 
Today 

July 

Card issuers and merchants aligned with Visa and considering use of the card brand’s P2P scheme, Visa 
Direct, might not be pleased to hear about a new competing partnership between Visa and MoneyGram 
that uses the Visa Direct platform to power international money transfers between the U.S., Mexico, and 
the Philippines.  MoneyGram agents south of the border and in the Philippines probably aren’t too keen 
on the idea either. 

Data breaches CU Times 
July 

Food for thought: while the number of data breaches occurring through the first half of 2018 were 50 
percent less than the same timeframe in 2017, the number of records exposed was far higher.  Non-FI 
businesses accounted for nearly one-half of the intrusions while the Firebase vulnerability (Google it) 
leaked 113 gigabytes of personal identification information from unsecured databases.   

Alipay Mobile Payments 
Today 

July 

Ever so slowly and ever so surely, Alipay is wending its way into the U.S. payments system.  Most 
recently, the global lifestyle brand, Guess?, announced that a payments partnership with Alipay will 
enable Chinese visitors to the U.S. to use their cards in the 285 stores the retailer operates here.  
Moreover, the Alipay “Discover” function uses geolocation technology to push cardholders to the Guess? 
locations.  For reference, there were 2.97 million visitors to the U.S. from China last year and they spent 
north of $30 billion while they were here.  Simple math suggests that the Alipay/Guess? partnership won’t 
be the last. 

Coinbase Finextra 
July 

Cryptocurrency debit cards haven’t done so well so the Coinbase exchange has made arrangements with 
WeGift to enable the use of cybercurrency-denominated gift cards with major retailers.  So far, 120 
retailers the likes of Amazon, Nike, and Ticketmaster have signed up to accept e-gift cards for purchases.  
Available in a smattering of EU countries and Australia so far, Coinbase has plans to bring the service to 
the U.S. within the next quarter.  While Bitcoin and others regain some of their lost value, no doubt those 
holding cryptocurrencies are eager to spend them. 
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Interesting News This Quarter 
Subject Source / Date Summary 
Card acquiring 
market 

Finextra 
July 

This could happen in the U.S. but probably won’t.  The United Kingdom’s Payments Systems Regulator (a 
seriously hard-ass group of folks) plans to investigate the card acquiring market in that country.  
Retailers have stated that the current market structure is non-competitive and ineffective.  Moreover, there 
are claims that transaction acquirers have been keeping the savings generated under the PSR’s move to 
cap interchange under the Interchange Fee Regulations issued in 2015.  The assertion is that smaller 
merchants are being victimized by not receiving reduced processing fees commensurate with the IFR 
reductions imposed; sounds like Durbin fallout, doesn’t it?   

Walmart Various 
July 

Synchrony Financial joins the co-branded card jilted-at-the-altar club as Walmart selects Capital One to 
backend its private label card and to partner on its co-branded credit card.  Walmart hopes that the new 
partnership will add some oomph to its already-popular Walmart Pay mobile wallet while adding a few 
bucks to the mega retailer’s bottom line.   

Chase Pay Finextra 
July 

Chase Pay is now linked to Samsung Pay, giving the bank’s app users the ability to circumvent NFC 
challenges and the hokey QR code technology Chase picked up from the MCX carcass.  Samsung Pay 
uses the Magnetic Secure Transmission (MST) technology it paid $300 million for when it acquired 
LoopPay a few years ago.  Bottom line: everyone should be happy now.  Chase Pay will see (and 
enthusiastically report) new volume.  Merchants can accommodate more mobile users without capitulating 
to the NFC demons.  And Samsung’s purchase of LoopPay continues to pay dividends. 

Kroger Payments Source 
July 

Kroger takes a page from Walmart Canada’s playbook and announces plans to stop accepting Visa 
credit cards as of August 14, 2018.  Not all Kroger properties will be in the game, however, just the two 
dozen Foods Co. stores and fuel centers in the northern parts of California.  Debit isn’t a part of the 
blockade and Kroger specifically stated that savings created by the action will be passed along to Foods 
Co. customers.  Hmmm; even those paying with American Express?  The Walmart Canada boycott of 
Visa credit cards did not last very long; we’ll have to see how consumers react, we suspect.  A couple of 
days following the July announcement, Kroger’s CIO did a bit of saber-rattling by suggesting publicly that 
the ban may extend to the company’s full complement of brands.  Since the ban went into effect, there 
hasn’t been a column inch written about the results.  Curious. 
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Interesting News This Quarter 
Subject Source / Date Summary 
Wells Fargo Bloomberg 

August 
The California bank hasn’t had an easy time of it over the past two years.  A jettisoned CEO and billions 
of dollars in fines for nasty dealings with consumers can take its toll on shareholders, customers and 
employees.  Well, not all the bank’s employees, it seems.  Eleven Wells Fargo employees in the local 
San Jose branch put together an investment pool and chipped in $22 for tickets in the Mega Millions pool.  
A quick trip to Ernie’s Liquor and bingo, a $543 million payday!  Wonder how many of the investment 
cartel are slaving away at their desks today?  

Millennials Mobile Payments 
Today 

August 

MPT reports on a survey conducted by Wallet Hub that indicates that, wait for it . . . ., millennials are not 
keen on credit cards because they fear a future debt overhang.  Yet, when boomers and millennials were 
asked which they favor – good rates or good rewards – the youngsters went for the rewards while the 
gray-hairs knew better.  Just another indication that financial literacy is a dying art while immediate 
gratification remains in full bloom. 

Bitcoin ATMs ATM Marketplace 
August 

According to a study conducted by Statista, the number of Bitcoin ATMs reached a staggering 3,500 units 
during 2017 – compared to 3.5 million devices deployed around the world.  It might have been the 
meteoric rise in BTC’s value to $20,000 that caused the gold rush-like deployment rate?  Today, at $7,000 
or so each, it’s not likely that we’ll see lots more investment in ATMs that consider Bitcoin fungible with 
cash, making Bitcoin ATMs the Fintech equivalent to Pet Rocks or Chia Pets. 

Elan  PYMNTS.com 
August 

Interested in owning a credit card processing company?  Contact U.S. Bank since it is actively marketing 
its Elan card processing subsidiary and relationships it has with 1,800 financial institutions.  Oh, and then 
there’s Elan’s terminal driving and monitoring business to consider as well.  As things work out for U.S. 
Bank, we’ll post a notice in the M&A chapter.  There are two postings, actually. 

ICOs TheNextWeb 
August 

Research conducted by TheNextWeb reaffirms the Humans As Sheep (HAS) model when it comes to 
investing.  A “mere” 16 percent of the $6.3 billion in funds raised through ICOs in the past two years have 
been lost to completely fraudulent events.  Engagdet research notes that, of the 902 ICOs launched in 
2017, 46 percent have failed.  Diar reports that, of the top ten ICOs that survive longer than six months, 
the average price decline is 93 percent compared to the “currency’s” all time high.  When will we learn 
that money machines and unicorns don’t exist? 
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Interesting News This Quarter 
Subject Source / Date Summary 
Fintech 
Banking 

Bank Innovation 
August 

Readers puckered up over the OCC’s opening of an application period for charters legalizing Fintech 
Banking can relax, for now.  Apparently, there have been no applications filed.  The OCC believes the 
inaction to be due to concerns that calls by state Attorneys General for litigation over the matter may 
muck up the works.  Uncharacteristically, the OCC claims that it is “primed for a fight.”  This main event 
could be as entertaining as litigation between retailers and the card brands.  The New York Department of 
Financial Services took notice of the number of applications filed (zero) and decided to file a suit against 
the OCC on September 16, 2018.   

Alipay/WeChat Presser 
August 

Readers who might have missed our subtle messages about in increasing value of visitors to our shores 
from China ought to take note of the Mall of America’s new arrangement with Citcon.  Citcon, a trans-
border payments gateway, is bringing Alipay and WeChat acceptance to various merchants in MOA as 
well as the center’s theme park.  Chinese travelers represent 21 percent of tourism spending worldwide.  
Mall of America receives 40 million visitors per year.  Simple arithmetic.   

JPMorgan 
Chase 

Reuters 
August 

Chase is doubling down on the much-maligned (here) Chase Sapphire Reserve credit card brand by 
launching a rebranded deposit account with perks comparable to the card.  Depositors meeting the 
minimum balance threshold of $75,000 in cash and “certain investments” can partake of sporting and 
entertainment events and avoid pesky wire transfer and foreign ATM fees.  Chase also plans to augment 
its offering with “Ultimate Rewards points” incentives for enrolling in the new checking account scheme.  
The redesign is generally viewed as a share of market bid.  Wonder how many folks keep $75,000 lying 
around to avoid wire transfer fees?   

AMEX Business Insider 
August 

Speaking of rewards, American Express and Marriott are jointly offering a new high-end travel card, the 
Starwood Preferred Guest (SPG) American Express Luxury Card.  Travelers willing to spend the $450 
annual fee get 6 points for staying at Marriott and Starwood properties, 3 points for airline travel, and 2 
points per dollar spent elsewhere.  Early enrollees get 100,000 bonus points for spending $5,000 in the 
first three months.  Sounds like a business traveler’s dream, the TSA nightmare notwithstanding   
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Interesting News This Quarter 
Subject Source / Date Summary 
Google Bloomberg 

August 
Bad optics, we think.  Leaks being leaks, it has come to the forefront that Google has paid a few million 
dollars for purchase data on 2 billion MasterCard cardholders.  In turn, Google advertisers can mine the 
information to measure the impact of ad campaigns.  A double-blind encryption curtain to prevent 
exposure of cardholder personal information has been put in place.  The challenge both Google and 
MasterCard may face soon is that of explaining why consumers weren’t notified that their data was being 
sold.  Then there’s the ticklish matter of dealing with the fallout from the encryption curtain being 
penetrated which will certainly happen.  Did we mention that this lash-up has been in the works for four 
years? 

Xoom Presser 
September 

PayPal makes another trans-border payments move.  The company’s Xoom MTS subsidiary has inked a 
partnership deal with Mexico’s TransNetwork organization.  Frequent travelers to Mexico will recognize 
that the OXXO chain of convenience stores far outnumbers 7 Eleven locations.  Recipients of funds 
routed through TransNetwork from the U.S. can pick up their cash at 17,000 OXXO locations throughout 
mainland Mexico and Baja California.  Mexico continues to be a cash-favoring population and relatives 
living in the U.S. now have another electronic gateway to shuttle funds back home.  Wondering if the new 
U.S.-Mexico trade agreement will trigger a spurt in volume?  We think so. 

ACH Network Presser 
September 

NACHA announces that ACH Network volume exceeded 2 billion transactions for the first time in the 
venerable system’s history.  Consumer transactions generated through the Internet for remittances like bill 
payments and P2P transactions grew by 24 percent and now comprise 27 percent of total volume.  
Thanks to the same-day ACH service, B2B volume was up 13 percent.  Not bad for a system originally 
designed 46 years ago to get the Federal government out of the paper check business.   

China 
UnionPay 

Finextra 
September 

My, how time flies.  Just twelve short years ago, TrendWatch urged issuers and acquirers to keep a 
mindful eye on then-nascent China UnionPay (CUP).  Today, we learn from Financial Times of the 
payment scheme’s plans to make a second foray into the UK market, this time as an issuer (CUP opened 
an ATM inside Harrods for Chinese travelers to use in 2011).  The initial offering will be a virtual prepaid 
card used by Chinese businesses via the travelers’ mobile wallets.  Third party banks and a separate 
processor will be used, making it unnecessary (for now) for CUP to apply for a UK banking license.  
Curiously, the number of visitors from China to the UK was less than 500,000 in 2017; meanwhile, six 
times that number entered the U.S. during the same period.  Just saying. 

http://www.doradoindustries.com/
mailto:jmacallister@doradoindustries.com?subject=TrendWatch%20Inquiry


18 

 

Dorado Industries www.doradoindustries.com  
655 Deep Valley Drive, Suite 125-P jmacallister@doradoindustries.com  
Rolling Hills Estates, CA 90274 (310) 544-1316 

Interesting News This Quarter 
Subject Source / Date Summary 
GFA Federal 
Credit Union 

Worcester 
Telegram 

September 

Finally, some banking cajones; well sort of.  Massachusetts-based GFA Federal Credit Union is the first 
financial institution in the state to provide banking services to the recreational cannabis industry.  Bay 
State voters legalized dope in 2016.  Until now, industry stakeholders have been forced to keep their 
funds in shoe boxes and to settle purchases with envelopes of cash.  The half-billion-dollar credit union 
will allow industry-connected retailers and distributors to deposit funds and process remittances while 
others sheepishly stay on the sidelines.  Lending services aren’t included in the package yet; a pity, but 
it’s being studied, the credit union says. 

Discover Business Insider 
September 

Discover continues its half-decade program of worldwide acceptance by cracking the Mexican market 
with an agreement with PROSA, the in-market processor of national debit and credit card transactions.  
PROSA also operates the country’s RED ATM network.  Discover continues to make good headway with 
its efforts to create more value and global access for its cardholders with deals like this one.  Mini Back in 
the Day Quiz: in what year was Discover launched and by what company?  Answers somewhere below. 

Visa 
MasterCard 

Various 
September 

It appears that the long-running litigation game of ping pong between the card brands and a group of big 
merchants has concluded – at least for now.  Visa and MasterCard have agreed to fork over up to $6.24 
billion (a pittance, we think) to 12 million plaintiffs to settle a suit brought back in the dark ages (2005) 
over merchant discount rates and interchange (colloquially known as “swipe fees”).  Actually, we’re not 
quite done yet since this group of prevailing merchants has been arguing over money.  There’s another 
group that is pleading its case over card brand business practices and, as we all know, ponying up a few 
bucks today is much cheaper than changing the way we do business in the future.  Stay tuned. 

Back in the 
Day Answers 

 1985/Sears 
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M&A and Alliance Activity 
Buyer/Investor Target 

Payments 
Emphasis Possible Strategy 

NRT U.S. Bank 
ATMs 

ATM Fleet Canada-based, NRT, pays an undisclosed but debt-financed amount for 1,500 U.S. Bank 
ATMs located in casinos.  The purchase brings NRT’s ATM count up to 31,000 and adds 
750 gaming clients to the mix.  Leaders in the debt syndicate include Fifth Third, Capital 
One, CIBC, Umpqua Bank.  NRT also cut a partnership deal with Diebold Nixdorf to 
upgrade the acquired fleet to cardless and other goodies.  Been a while since we’ve seen 
a large ATM portfolio change hands.  This quarter, U.S. Bank shed two.   

Various Healthcare 
Industry 

Non-pharma, 
non-therapies 
health systems 

The sources for these M&A and alliance news items are varied and include Fortune’s 
Term Sheet, TechCrunch, Bloomberg, and others.  Those concerned about the impact 
that non-pharma, non-therapies healthtech is having on the payments industry would not 
care for the report filed by Term Sheet on July 25, 2018.  Patientco, a patient billing and 
payments technology company, raised $28 million in Series B funding.  Madaket Health, a 
healthcare SaaS platform solution, raised $10 million in Series B funding. HealthCrowd, a 
healthcare communications platform-as-a-service provider, raised $7.2 million.  Two PE 
investments were also reported on the same day – Therapy Brands and Wahoo Fitness 
received big chunks of cash.  So, close to $100 million in funds for infrastructure platforms 
that might have come in our direction was reported in just one day.  As they say, a million 
here, a million there; pretty soon it adds up to real money. 

OCC Varo Money Digital-only 
bank 

Varo Money, a San Francisco-based digital-only challenger bank, has received 
preliminary approval from the OCC for a national banking license.  At this point, it is 
unclear if the charter comes in the form of the Fintech or limited function variety.  The 
FDIC also approved Varo for insurance coverage which suggests the Fintech startup will 
operate under a full license.  Varo has raised $79 million in funding since its launch in 
2015.   

Variant Equity 
Advisors 

Certegy 
Check 
Services 

Paper 
payments 

Variant is a corporate divestiture specialist and has paid an undisclosed amount for 
substantially all the assets of Certegy Check Services, a FIS business unit.  Certegy 
created quite a stir when it was acquired in 2005 by Fidelity National Financial and wound 
up not being the surviving entity in the transaction.  In keeping with the foregone (and 
over-hyped) conclusion that that checks will one day disappear, FIS appears to be 
cleaning house to make room for other, more modern, business activities like real-time 
funds movement.  We wonder about Variant’s end-game strategy for Certegy – musical 
chairs or last buggy whip maker?  
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M&A and Alliance Activity 
Buyer/Investor Target 

Payments 
Emphasis Possible Strategy 

U.S. Bank Electronic 
Transaction 
Services 

Merchant 
services 

U.S. Bank subsidiary, Elavon, acquires Electronic Transaction Services (ETS) for an 
undisclosed price.  ETS has been a registered ISO/MSP for U.S. Bank for the past twenty 
years.  The acquisition helps the bank build market share and improve its merchant 
services offerings.  Elavon is the country’s seventh largest merchant services provider, 
handling $3.1 billion in POS transactions annually.  That’s quite a way away from 
WorldPay at $25.4 billion; small steps, they say. 

Trinity Ventures, 
Core Innovation 
Capital 

SynapseFI Banking 
software 

Banking software startup, SynapseFI, floats a $17 million Series A offering.  To quote the 
company’s website, “We enable companies to provide best-in-class finance products to 
their customers for a fraction of the cost of traditional banks.”  Put another way, 
SynapseFI enables Fintech companies to launch challenger banks.  “Just add a charter 
and you’re good to go.”  Our words. 

Intrinsic Capital 
Partners 

Treez POS and 
backend 
software 

The retailing world is changing, particularly in the nine states that have legalized 
recreational use of weed.  Treez, an Oakland, Calif.-based provider of point of sale 
software for the legal cannabis industry, raised $11.5 million in Series A funding.  For a 
demonstration and a very slick system explanation video, go here: https://www.treez.io - 
simple message covering the high points. 

MasterCard Divido Pay-later 
platform 

MasterCard joins American Express and others in a $15 million Series A funding round for 
Divido, a pay-later platform designed to increase retailer sales.  The Divido system plugs 
into merchant and lender applications and provides on-the-spot financing options at the 
POS.  Mercedes Benz is a customer along with BNP Paribas and the MasterCard 
gateway.  Curious play for MasterCard, a company that facilitates purchase financing 
through its branded card products but it always helps to have multiple channels in 
operations, we figure. 
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M&A and Alliance Activity 
Buyer/Investor Target 

Payments 
Emphasis Possible Strategy 

Fiserv Elavon EFT 
processing 

And just like that, Elavon is transformed.  Fiserv is paying $690 million for the venerable 
processor’s ATM managed services and debit-servicing businesses.  Elavon also 
operates the MoneyPass surcharge free ATM network and that’s in the deal too.  
Merchant services processing is staying with U.S. Bank.  The deal will make sense to 
those FIs using Fiserv for core and EFT processing and those dependent upon the Accel 
network.  The market reacted in an odd fashion; Fiserv (buyer) was up and U.S. Bank 
(seller) was down.  Not the usual state of things; are we missing something or is there 
more to come? 
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Useful Links for More Information 
Here are some companies referenced earlier should you care to learn more about them. 

Company Role Link 

Citcon Alipay/WeChat processor http://www.citcon.com 

Divido Pay-later retailer platform https://www.divido.com/ 

Finn Chase digital first bank https://www.chase.com/personal/finnbank 

Square Merchant services; P2P https://squareup.com/ 

SynapseFI Banking software https://synapsefi.com/ 

UnionPay Chinese payments system http://www.unionpayintl.com/en/ 

Varo Money Challenger bank https://www.varomoney.com/ 
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Back in the Day!  
So, what do you do when hurricane season keeps you off the Gulf of Mexico and 
Sea of Cortez?  Head to Silvertone, Colorado for a rainbow trout or twenty.  Only 
drawback is the catch and release rule on the river.  A pity. 

 

 

From our 2nd Quarter TrendWatch trivia question -- Congratulations to the many older folks who knew that 
the users of the TYME network could “Take Your Money Everywhere!”   
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