
TrendWatch 2.0TrendWatch 2.0 
Q4 2010Q4 2010

Payments System Industry Payments System Industry 
SynopsisSynopsis

Notice: Materials contained in this document are drawn from several media sources and Dorado Industries is not responsible for their accuracy. Opinions expressed 
herein are presented without warranty.  Brand names are the trademarks of their respective service offerors.  



2
Dorado Industries
655 Deep Valley Drive, Suite 125-P
Rolling Hills Estates, CA 90274

(310) 544-1316
jmacallister@doradoindustries.com

www.doradoindustries.com

Editorial Comment

BFF: 2011 starts out with a bang as Goldman Sachs drops $500 
million into Facebook’s coffers resulting in a imputed valuation of 
$50 billion for the leading social networking, gaming, and 
payments website.  Meanwhile, “The Social Network” sits on the 
top ten list for 200 film critics. Throw in an IPO and Zuckerberg 
has a trifecta.

Very Relevant 2010 Events: 1) Visa, MasterCard and American 
Express announced plans to attract independent programmers 
to expand each network’s share of transaction volume, a move 
away from price competition and toward innovation.  2) 
Visa/Cybersource and MasterCard/DataCash acquisitions 
occurred for the same reason.  3) Green Dot and NetSpend held 
successful IPOs.  4) Square converts iPhones and iPads into 
POS terminals for commoners.  5)  Wal-Mart adds small 
business loans to its non-bank stable of banking services 
including debit and credit, consumer credit, check cashing, 
transfers, and merchant processing.

Not so much: 1) BankSimple.  2) Isis. 3) Windows Phone 7. 4) 
Consumer Financial Protection Bureau.

What are the odds Google will enter payments? Better than 
even money.  The latest version of the Android operating system 
is NFC enabled – currently one way,  two way soon.  Google’s 
Hotspot service for retailers is supported by NFC and pushes 
phone owners to a Google Places page when the Hotspot tag is 
detected.  One of Google’s numerous acquisitions this year was 
Canada-based Zetawire, a software developer with a patented 
mobile wallet solution including banking, advertising, ID 
management, as well as credit, debit and coupon transaction 
processing.  Zetawire’s wallet is now branded “Cream.”

Another of Google’s conquests in 2010 was Jambool, a payments 
platform operator for social networks. Can Bank of Google be far 
behind?  The odds are short in deed.

Is anyone else weary of the term “unintended consequences?” 
After all, should it come as a surprise that 8 million Americans would 
discontinue using credit cards once the banking industry complied 
with the CARD Act?  Or that banks would pull back $1.1 trillion in 
unsecured lines of credit when prohibited from pricing products for 
unknown future risk?  Doesn’t it logically follow that if consumers are 
barred from access to one form of credit, they would seek out 
others?  So, what’s all the fuss over reports that payday loan volume 
is up?  And, if you give retailers the opportunity to surcharge for POS 
transactions (as the Reserve Bank of Australia did in 2007), what 
right does the RBA have to get its nose out of joint when Qantas and 
other carriers raised their acceptance fees by 25 percent at yearend, 
claiming that the level was “unintended?” In fact, whenever prices, 
terms, or service features are curtailed through regulation, there will 
be consequences; some we won’t like and others we will.

So, where’s the rant on the Fed’s move into price-fixing? Its be 
done already.  Twice. The Q2 rant “WTF (Why The Fed)” suggested 
that the Fed was unqualified to negotiate the twists and turns 
embedded in Durbin’s scant 1,000 words and the widely publicized 
December 16, 2010 meeting proved it.  Why carve a new intellectual 
path when it’s much easier to use the roadmap left behind by the 
Reserve Bank of Australia?  In Q3, we theorized that the banking 
industry lobby was completely out-gunned by the Merchant 
Payments Coalition.

Regrettably, both suppositions proved to be accurate.  Perhaps the 
Fed will redeem itself while studying the public comments between 
February and April.  Or not.

Random Thoughts
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More Editorial Comment
2010 Wasn’t ALL bad was it? The Apple iPad launched 
in April opening new channel opportunities for banks and 
consumers.  It’s hard to debate the value that Steve’s new 
toy tool brings to bankers working for FIs having the 
foresight to build new applications for mortgage lending, 
account opening, and personal financial management.  
Consumers can make use of iPad apps for banking, 
payments, and recordkeeping on a platform that begs to be 
used rather than on a dinky smartphone screen.

Acculynk’s PaySecure product gained acceptance from 
the major debit networks for encrypted acceptance of PIN 
debit transactions on the Internet.  For many, Acculynk has 
found the Holy Grail after nearly two decades of searching.  
The fact that the company has attracted a competitor 
confirms the potential value for a better way to conduct web 
debit transactions.

Innovation didn’t take the year off. New payments 
technologies were launched by Cimbal, PayPal (Bump), 
CashEdge, PayNearMe, orderTalk (using iPads), 
FaceCash, and MobilePayUSA.  In many cases, the VC 
market rushed to help these fledgling efforts see the light of 
day despite storm clouds lurking on the horizon.

Neither did M&A.  Visa, MasterCard, Jack Henry, 
InComm, Fifth Third Processing, Fiserv, and BankServ all 
made significant payments-related acquisitions in 2010 as 
part of tuck-in or market expansion strategies.

Clearly, no one aside from the nation’s largest retailers are 
celebrating the 2010 regulatory developments but times have 
been worse for us and others.  For instance, November wasn’t 
a particularly fun time for President Obama as illustrated 
below.

Next time.
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2011 Predictions

• Despite good efforts to the contrary and Visa’s plan to support dual interchange schedules, 
exempt debit card issuers will suffer major product profitability declines as a consequence of 
Durbin.

• A major retailer will take first-mover action to propel mobile payments out of its holding pattern in 
cottage industry land – doesn’t include early players McDonald’s, Starbucks, Coca Cola, or Jack 
in the Box.

• Isis, the mobile payments consortium, will launch to a lukewarm response.
• Major retailer profits will grow in the second half of 2011 but we will not be able to cite Durbin as 

the reason.  (And, if the issue is raised, the MPC will brush it off.)
• Having lost the pricing advantage between their products and POS debit, two providers of 

alternative payments schemes will fold or sell out cheap.
• Starbucks will selectively open use of its proprietary prepaid card to retail partners.  Target, with 

its 1,000 in-store coffee facilities, might be first.
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2010 Predictions versus Results

• ACI Worldwide will roll back its sunset schedule for Base24 Classic in response to the currently raging firestorm of user protest.
– March: ACI is still hanging tough; time will tell.
– June: New pronouncements from ACI suggest that those wedded to Classic can remain so long as they are willing to absorb steep increases in 

maintenance fees.  A tune from the Coca Cola song book.
– Sep: XYPRO blog suggests that the “Classic” product will stay but “support” will sunset.  Curious.
– Dec: Looks like the installed base of banks/retailers won the day.

• Facebook will enter the payments space with its own PayPal-like offering.
– March: Facebook announces a partnership with PayPal for payment of advertiser fees and “foreign” exchange for Facebook Credits.
– June: Take a look at what Payvment is all about in the M&A section.
– Sep: New alliances (e.g., Target) and incentive schemes (www.ifeelgoods.com) suggest an early fulfillment of this prediction.
– Dec: Check out www.payvment.com, FB’s embedded ecommerce platform.

• More EFT networks will restructure exclusive pricing for merchants and issuers to garner higher returns on both sides and to insure 
transaction flows.

– March: So far, the number of exclusive pricing systems is up to three – NYCE, PULSE, and Star.
– June: Looks like the Durbin Amendment kicked this can down the alley.
– Sep: Visa states that Interlink will suffer a double digit decline in volume because of Durbin’s exclusivity ban.  This prediction is probably dead.
– Dec: Fed’s proposed ruling put a stake in the heart of this prediction.

• 2D and 3D bar codes similar to those used by the Starbucks mobile app and some airlines will leak into the industry.
– March: Starbucks expands 2D barcode acceptance to 1,000 in-store facilities at Target.  mFoundry, one of the three key players in mobile 

banking and payments, built the latte vendors app which Target tweaked internally.
– March: Check out www.cimbal.com.
– June: Read Scott Loftness - http://paymentsviews.com/2010/07/06/an-approaching-tipping-point-in-mobile-boarding-passes/
– Sep: Two new start-ups launch apps that accumulate payment and loyalty authentication tokens for production on smartphone screens.
– Dec: Check www.mycardstar.com if you’re still not convinced.

• Consumers will wake up to the fact that opting out of overdraft fees related to ATM and POS transactions will cost them just as much as 
NSF fees and reverse course.

– March: The opt-in deadline date of August 15 falls on a Sunday which is chaotic enough but we’ll have to wait until Q4 before this prediction can 
be judged.

– June: Waiting for the final tally.
– Sep: American Banker article touts higher than expected consumer opt-in behavior for overdraft schemes.
– Dec: Looks like we’ll have to wait to see what the big banks report in non interest income shifts to sort this all out.

http://www.ifeelgoods.com/
http://www.payvment.com/
http://www.cimbal.com/
http://paymentsviews.com/2010/07/06/an-approaching-tipping-point-in-mobile-boarding-passes/
http://www.mycardstar.com/
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2010 Predictions versus Results

• Rebuffed by Citibank, Obopay will find a serious partner for institutionalizing low cost P2P and trans-border 
payments.

– March: No movement yet.
– June: Societe Generale and Obopay launch in Senegal.
– Sep: Obopay is changing its model (again) and will move money via SMS messages.
– Sep: Obopay is changing its model (again) and will move money via SMS messages.
– Dec: Obopay entered the text-to-donate fray during the Pakistan floods – rave reviews but no new partner as yet.

• An EFT network will become a true association (held over from 2009 by popular request.)
– March: Waiting to see if new exclusive pricing schemes change network economics.
– June: This one is getting a bit long in the tooth but something is bound to happen.
– Sep: Durbin’s exclusivity ban may change the value of holding on to payments networks for the time being.
– Dec: Or, large issuers may want to avoid commercially-owned networks and start their own to save costs.

• There’s one more big bank merger out there.  This will be the year.
– March: There are a couple of super-regionals talking with a drawl.
– June: KeyBank has a well timed article in the WSJ about being a buyer and not a target; generally a good indication that the reverse is true.
– Sep: Chase and Wells Fargo remain conspicuously quiet these days.
– Dec: Didn’t happen (unless the M&I transaction qualifies, probably not) but the WSJ closed out the year with an interesting teaser on PNC. QI 

2011?
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TrendWatch Scorecard/Summary – Q4 2010

Market & Industry Situation
1 – MobilePayUSA seems to be the only darling this quarter.
2 – Lots of action around ISOs changing out equipment and functionality.
3 – Through the roof during holidays; big shot in the arm from Christmas 

Day purchases of mobile (iPhone/Android) and iPad apps.
4 – The Fed!  More need not be said.
5 – Durbin will trigger more clever uses of prepaid technology to avoid 

interchange problems – note TD’s holiday promotion of cash over 
debit cards for better household budgeting.

6 – Several big banks and the card companies are sending out caution 
notices.

7 – Social gaming sites and cloud computing players are sucking up 
investment liquidity.

Industry Players To Watch
Large Issuers: Fee restructuring has already begun but there is likely to 
be more changes to the rules as issuers cap debit transactions or limit the 
size of POS purchases.  Monthly fees may not sit well with consumers.
Facebook: Zuckerberg will have to find something to do with Goldman’s 
$500 million.  Big acquisition?  Perhaps.
MPC: Buoyed by the Fed’s proposed ruling, MPC is likely to take on 
credit card interchange.  Yet, a restructured House may intercede.
Payvment: The Facebook embedded payments platform is adding 100 
retailers per week.  Fan pages may become real storefronts.
Credit Union System: Unilateral action by payments networks may 
nullify the $10B exemption forcing CUs to become more clever.
Prepaid Program Managers: Durbin exclusion makes their offerings 
very attractive to big issuers – and each other – M&A wars coming?
The Fed: Comment period ends in February; final rules due in April.  An 
ugly baby anyway you look at it.
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2010 Payments Industry YTD Yields 

Sources: Company releases, Morningstar.com, Bloomberg.com
2010 YTD yield excludes dividends; based on 12/31/09 and 9/30/10 closing prices
Green Dot and NetSpend yields are since IPO.

The equities market momentum created in Q3 continued through yearend enabling the Dow and 
S&P indices to peg positive on a YTD basis – 11.0 and 12.3 percent, respectively. (S&P is up 86 
percent since March 2009.)  For the most part, our basket of payments shares rode the rising tide in 
2010.  Notable exceptions are V and MA (Durbin Effect) and a couple of others that just can’t seem 
to catch a break.

Industry Player 12/31/2009 12/31/2010 Price  Cap Value  YTD 2010 Yield

Alliance Data Systems 64.59$               71.03$               6.44$                 383.2$               10.0%
Cardtronics 11.06$               17.70$               6.64$                 270.2$               60.0%
Discover Financial Services 14.71$               16.68$               1.97$                 947.4$               13.4%
Euronet Worldwide 21.95$               17.44$               (4.51)$                (227.3)$              -20.5%
Fidelity National Information Services 23.44$               27.39$               3.95$                 753.7$               16.9%
First Data (Future Use)
Fiserv Inc. 48.48$               58.56$               10.08$               1,571.5$            20.8%
Global Cash Access Holdings 7.49$                 3.19$                 (4.30)$                (331.5)$              -57.4%
Green Dot 56.74$               #N/A 2,312.2$            29.0%
Heartland Payment Systems 13.13$               15.42$               2.29$                 85.6$                 17.4%
Jack Henry & Associates 23.14$               29.15$               6.01$                 504.2$               26.0%
MasterCard Worldwide 255.98$             224.11$             (31.87)$              (4,124.0)$           -12.5%
NetSpend (Future Use) 12.82$               #N/A 1,125.3$            17.0%
Online Resources 5.26$                 4.65$                 (0.61)$                (18.1)$                -11.6%
TNS 25.69$               20.80$               (4.89)$                (122.7)$              -19.0%
Total System Services 17.27$               15.38$               (1.89)$                (373.1)$              -10.9%
Visa 87.46$              70.38$              (17.08)$              (14,448.0)$        -19.5%
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Interesting News This Quarter

Subject Source/Date Substance

Vantage Credit Union American Banker
December

• $700 million (assets) credit union, Vantage, launches the “Not Your Momma’s Account” with 
links to Facebook and Twitter.  Members can check balances and track spending while updating 
their status and receive electronic coupons for goods and services for subsequent sharing with 
friends and followers on FB and Twitter.

PlaySpan VentureBeat 
October

• Once a pure game developer, PlaySpan launches its new “monetization as a service” (MaaS) 
platform which wholesales to other gaming distributors.  The new offering operates as a stack and 
includes customer service, analytics, storefront hosting, micro-payments, and merchant services.  
Funding for PlaySpan totals $42 million in VC/PE rounds while the company numbers its 
customers at about 1,000 social gaming and network sites globally.

Shazam Press Release 
October

• Arguably one of the oldest ATM/EFT networks in the U.S., the Iowa based system enters the 
marketplace for PIN-based POS acceptance on the Internet.  The company has partnered with 
CardinalCommerce to begin competing with Acculynk’s PaySecure offering which has been 
accepted by other EFT networks including Nyce, Pulse, and Accel/Exchange.  Older EFT 
observers will recall that Shazam has a long history of going it on its own.  (Those reading the 
Fed’s proposed ruling on debit interchange may spy a footnote which essentially grants Shazam 
an exemption from the Durbin-based ban on network exclusivity.)

PayPal Netbanker 
October

• Not all banks and payments companies stray away when PayPal comes around.  USAA has 
announced it will use PayPal to power peer-to-peer payments later this year and Discover is not 
too far behind with its Money Messenger service.  In the meantime, PayPal is now offering five 
new initiatives that can be used by online and terrestrial retailers: PayPal for digital goods, 
embedded payments (i.e., no need to leave the retailer’s site), PayPal apps, business payments, 
and PayPal Mobile.  Clearly, PayPal doesn’t believe in leaving anything to chance in the 
payments race.

American Express Bank Innovation 
December

• American Express and Zynga strike a deal allowing Amex cardholders to purchase virtual goods 
using Membership Rewards points.  Now, in addition to a Tiffany ring or ice bucket, cardholders 
can redeem MR points for FarmVille purple cows or Manx cats.  It would be unwise to relegate 
Amex to the “old and forgotten” category it seems.
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Interesting News This Quarter – Continued
Subject Source/Date Substance

JPMorgan Chase PaymentsSource 
November

• Fully six weeks before the Fed released its proposed ruling as required by Durbin, Chase announced 
plans to phase out consumer and business debit rewards programs stating its belief that the ruling will 
result in “a transfer of value from lower mass-market consumers to merchants.” A month earlier, the 
bank stopped giving bonuses to bankers and branch managers for signing up new debit card 
customers.   

Wells Fargo Netbanker 
December

• America’s fourth largest bank, Wells Fargo has quietly stopped taken online applications for its credit 
card products from non-customers.  Instead, it sends non-customer applicants a plain English brush- 
off: “Wells Fargo is only accepting online credit card applications from customers with an existing 
Wells Fargo or Wachovia relationship.” Moreover, non-customer applicants are told they may apply 
in person at a WF branch.  Shoddy treatment or planning for “Son of Durbin” to impact credit card 
profitability?

Discover Business Wire 
October

• Discover has been working diligently to expand acceptance of its brand in the U.S. and overseas by 
opening its network to merchant services processors and through international bi-lateral agreements 
with other networks and card brands.  Its latest move, a multi-year agreement with First National 
Bank of Omaha, is designed to pump up its ability to issue cards on the network.  FNB of Omaha is a 
large issuer of cards and this relationship bulks up Discover’s opportunities for direct issue, agent 
bank programs, and co-branding. 

Discover PaymentsSource 
October

• To the point made above regarding Discover’s international push, the company has signed an 
agreement with Moneris, the largest acquirer in Canada, for acceptance of its Discover and Diners 
Club cards.  This move complements the company’s 2009 deal with Interac enabling Discover, Diners 
Club and Pulse cardholders to withdraw cash from Canadian ATMs.

Kardashian Kard American Banker 
November

• Filed in the “consumers are smarter than they look” drawer is the AB notice that the Kardashian 
Kard has gone kaput less than three weeks after its was first launched.  Seems some folks took 
umbrage with the $99.95 account activation fee in addition to the $7.95 monthly tariff.  Of course, the 
“kard” didn’t stand much chance once Suze Orman caught wind of it and spent several minutes of 
precious press time excoriating the sisters of reality show fame for “lending” their names to the 
product.  Despite its steep price, close to 200 Americans bit on the deal reminding us of P.T. 
Barnum’s famous line.
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Interesting News This Quarter – Continued

Subject Source/Date Substance

Mitek Credit Union 
Journal 

October

• Mitek has become synonymous with mobile remote deposit and is taking another step toward expanded 
cell phone functionality.  Mobile Photo Bill Pay is an app that allows users to submit electronic payments 
simply by taking a picture of a bill or invoice.  The app corrects image distortions, reads relevant data, and 
processes the transactions through the user’s credit union or bank.  It this app works as well as the remote 
deposit system, Mitek has another winner.  And, with Pete Hart now on its Advisory Board, we expect 
more good things.

AT&T American Banker 
November

• AT&T signs partnership arrangements with three mobile payments companies to enable its wireless 
customers to charge digital content directly to their mobile phone bills.  Boku, BilltoMobile, and Zong 
operate differing technologies yet all three will now have access to carrier billing as they support their 
separate cadres of digital retailers.  These agreements are by no means exclusive; BilltoMobile is also a 
Verizon partner and Boku has an agreement with Vodaphone.

Bank of America American Banker 
November

• The nation’s largest bank continues to place bets on the mobile payments roulette wheel.  In November the 
bank announced plans to enter the contactless sticker fray with both debit and credit varieties.  Bank of 
America is also moving ahead with its Visa-centric pilot of microSD loaded cell phones in New York and 
also issues MasterCard branded contactless credit cards.  Hope one or more of these bets pays off.

Rovio Mobile American Banker 
December

• Rovio Mobile is the Finland-based developer of Angry Birds, the top paid app for the iPhone and top free 
application on Android phones.  Rovio has developed an in-game payments system tagged “Bad Piggy 
Bank” (Angry Birds players will get the reference) that allows game players to buy more applications from 
the company which bills the user’s monthly phone bill.  The application is similar to Facebook Credits and 
adds plausibility to the old “when pigs fly” rejoinder.

Privier American Banker
October

• “By any other name, Z-Cash is still Z-Cash.” When it was in the EFT business for real, EDS created and 
trial ballooned an ATM-based money transfer system called Z-Cash.  Nearly twenty years later, a Charlotte 
start-up named Privier has announced plans build an ATM network for P2P transactions open to all debit 
cardholders.  The sending consumer would access an ATM and press the “send cash” button.  The 
recipient’s zip code is entered along with the amount of cash transferred. Recipients are provided a 
transfer control code and list of participating ATMs by phone call, SMS, or email.  Use of a corresponding 
“pick up cash” ATM button completes the transaction.  What goes around comes around, right Neil 
Marcous?
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New Payments Players to Watch

• KreditFly
– Mobile phone based purchasing method.
– Credit granted “on the fly” to those not having already enrolled.  Enrollment is required in 

seven days.
– Settlement can be through debit, credit, prepaid, or cash.

• Elastic
– Emergency cash (up to $500).
– Visa prepaid card with reload/direct deposit options.
– Under-banked market focus.

• Dwolla
– Lower cost P2P transfer system.
– Mobile phone and PC enabled.
– National roll-out in 2011.

• Tango Card
– Closed loop gift card scheme.
– Enables purchases, charitable donations, and redemption for cash.
– Five percent redemption fee.

Last quarter’s review of emerging payments players drew some interesting comments so here are a 
few more.
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M&A/Alliance Activity

Buyer/Investor Target Payments Emphasis Possible Strategy
Investor Growth Capital 
Jafco Ventures 
Northwest Venture 
Partners 
Outlook Ventures

ClairMail Mobile banking and payments 
technology

Venerable ClairMail receives $13.8 million in late 
stage funding for expansion of its technology 
infrastructure to meet growing demand for service.  
ClairMail claims eight of the top twelve North 
American banks as customers.  In its statement, 
the company releases internal research suggesting 
that nearly half of the top 600 banks plan to 
purchase or implement mobile banking 
technology in 2011. 

VeriFone All Business Solutions 
(Italy)

Online payments gateway and 
loyalty processing operator

VeriFone strengthens its position in Italy by 
acquiring a majority interest in ABS from the 
founders and a minority interest holder.  The stake 
gains VeriFone a major interest in a highly 
profitable gateway operator with a high proportion 
of recurring revenues.  Good play for a company 
saddled with “lumpy” revenue streams from 
device sales.

Taylor Corporation 
Others

Giftandgo Corporation Virtual gift card technology Taylor joins other first round investors to provide 
Giftandgo, an egifting enabler, with $5.0 million 
in second round growth capital.  Giftandgo 
supports several marquee retailer egift programs 
including Lowes, Kmart, and Barnes & Noble.
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M&A/Alliance Activity - Continued

Buyer/Investor Target Payments Emphasis Possible Strategy
Bain Capital Ventures 
Espirito Santo 
Ventures 
Village Ventures 
Oak Investment 
Partners

TxVia Prepaid card payment processing TxVia increases its funding base through placement of a 
$27.5 million Series D round.  TxVia has now raised 
over $55 million.  The company promotes platform-as- 
a-service (PaaS) functionality for prepaid card 
processing deployed across numerous clients including 
Blackhawk, Univision, and InteliSpend (formerly 
American Express Incentive Services).  

Public IPO NetSpend Prepaid card program operator NetSpend Holdings offers 18.5 million shares in its IPO 
– 2.3 million issued by the company and the balance 
offered by existing shareholders.  $204 million was 
raised based on the opening price $11.00.  NTSP shares 
currently trade at a 13 percent premium over the 
offering price and reached $16.21 in early trading.  

Secondary Offering Green Dot Prepaid card program operator Green Dot raises another $100 million for existing 
shareholders as it puts together a secondary offering.  
The market continues to love GDOT – its shares 
currently trade at ~$55.00, a 25 percent premium over 
its IPO price of $44.00.  As expected, both NetSpend 
and Green Dot – issuers of general purpose reloadable 
cards exempt under Durbin – share prices fared well 
following the Fed’s announcement of its proposed 
ruling on debit interchange.
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M&A/Alliance Activity - Continued

Buyer/Investor Target Payments Emphasis Possible Strategy
Khosla Ventures 
August Capital 
True Ventures 
Maveron

PayNearMe Cash payment network The company attracts $16 million in funding 
from new and returning investors.  PayNearMe 
relies on its relationship with 7-Eleven to offer 
cash payment services for purchases made 
online.  Consumers select the PayNearMe 
option at checkout time, make the required 
cash deposit at a local 7-Eleven, and conclude 
the transaction by entering a receipt number 
with the online merchant.  Clunky, but it seems 
to work.

VeriFone Hypercom POS terminal equipment VeriFone and Hypercom finally agree on a 
price designed to encourage both shareholder 
groups to vote approval.  The all stock 
transaction is valued at $485 million, far higher 
than the initial unsolicited offer of $280 million 
put forth by VeriFone one month earlier.  
Antitrust issues may be resolved through 
selling off Hypercom’s U.S. book of business.

Iowa CU League 
Veridien CU

Dwolla P2P and ecommerce payments system Dwolla joins an over crowed market for P2P 
payments while raising $1.0 million in Series 
A funds. Note that this is a credit union 
focused payments scheme.
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M&A/Alliance Activity - Continued

Buyer/Investor Target Payments Emphasis Possible Strategy
Jafco Ventures 
Shasta Venture 
Redpoint Ventures 
Bay Partners 
First Round Capital

Plastic Jungle Gift card exchange website Plastic Jungle increases its venture funding to $23 million 
by raising an additional $10 million from new and 
returning investors.  The company claims that it will 
transact more than $10 million in gift card value in 2010 
making it the largest marketplace to buy, sell, and donate 
unredeemed gift cards.  TW first noted PJ’s existence 
three years ago making it a veteran by web standards.

Flint Telecom Group Ingedigit 
International, 
Inc. and Gotham 
Ingedigit 
Financial 
Processing Co.

Network branded prepaid cards 
and processing

Flint, a prepaid telecom and VOIP provider acquires a 
branded prepaid card scheme and related transaction 
processing company to expand its offerings in the prepaid 
card realm.  Renamed “Power2Process” the former 
Ingedigit companies will operate apart from Flint’s 
operations in Kansas and Ireland.

Sierra Ventures 
BlueRun Ventures

Payvment eCommerce platform Payvment enables Facebook retailers to create their own 
FB storefronts in hopes of attracting the social network’s 
500 million “friends” and “fans.” Sierra and BlueRun 
returned this year to add $6.0 million in funding to build 
technical and product integration capabilities.  Thus far, 
Payvment claims to have 40,000 enrolled retailers 
offering 750,000 searchable products on FB.
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M&A/Alliance Activity - Continued

Buyer/Investor Target Payments Emphasis Possible Strategy
MasterCard Worldwide TravelEx prepaid 

card program 
management assets

Prepaid card program MasterCard pays up to $513 million to reinforce its claim 
that prepaid is one of its core product lines and to align 
its role throughout the prepaid value chain overseas with 
its U.S. capabilities. MA will continue to support the 
TravelEx Cash Passport prepaid card globally.  Oh, and 
these TravelEx cards will now be exclusively 
MasterCard branded.

Total Systems FNB of Omaha 
merchant services 
assets

Merchant services 
processor

Within almost eight months to the day of forming a 
51/49 split joint venture for merchant services processing 
with First National Bank of Omaha, TSYS plunks down 
$169.6 million for the 49 percent of the JV owned by the 
bank.  The first 51 percent went for $150 million.  The 
unit  posted $93 million in revenues for all of 2009 
making this transaction great for the Nebraskans at 
roughly 3.5 times revenues.  The market thinks less of it 
however; TSS dropped 1.21 percent on the news.

First California Bank Palm Desert National 
Bank Electronic 
Banking Solutions

Prepaid card program First California Bank pays an undisclosed amount for the 
prepaid card division of Palm Desert National Bank.  
PDNB was one of the first financial institutions to take a 
hard run at prepaid debit program management.  
Hopefully, the buyer will keep the management team and 
program suite intact.
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A Note on M&A, VC, and PE

TrendWatch readers may note that the M&A portion of this quarter’s edition is considerably smaller 
than in previous issues.  Two reports from VentureBeat, the venture capital database firm, may 
provide illumination:

– In a report highlighting investments made in the Internet, digital media, software and ecommerce sectors 
during Q3 2010, VentureBeat found that:

• Internet investments were $774 million allocated among 167 companies, an 18 percent decrease from the prior quarter.
• Digital media posted a decrease of 69 percent to $128 million with only 32 companies receiving funding.
• A mere 8 companies received $39 million in VC funds, a 50 percent reduction from Q2.
• Meanwhile, 136 software providers raised $847 million in funding, a 19 percent increase.
• The average round size registered increased from $4.8 million to $6.2 million; so, fewer players are attracting bigger 

fundings.

– A similar report prepared for only the online gaming industry found interesting results:
• For all of 2010, 91 companies raised $1.05 billion.
• For 2009, 115 entries raised $663 million.
• For 2008, 112 companies raised $936.8 million.

Our take on these reports is that investors prefer the online gaming industry where big chunks of 
money can be laid off without much in the way of additional risk and a goodly number of the 
ecommerce, digital media, and pure Internet players are reaching relative maturity and, hence, 
experiencing slower rates of growth.  (VC firms don’t care much for slowing growth rate companies.) 
We hope we’re wrong on both counts.
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Useful Links for More Information

We threw a lot of new names out again this quarter.  Here’s a list of links for you to 
learn more.

Company Role Link
Dwolla P2P money transfer www.dwolla.com

MobilePayUSA Mobile POS payments www.mobilepayusa.com

Rovio Mobile In-app payments www.rovio.com

Privier ATM based P2P www.privier.com

KreditFly Mobile based payments/credit www.kreditfly.com

Elastic Emergency cash/prepaid card www.elastic.com

Tango Card Closed loop gift and donations card www.tangocard.com

Giftandgo egifting scheme www.giftandgo.com

TxVia PaaS provider www.txvia.com

Payvment Social network payments platform www.payvment.com

VentureBeat VC, green, social and games database www.venturebeat.com

http://www.dwolla.com/
http://www.mobilepayusa.com/
http://www.rovio.com/
http://www.privier.com/
http://www.kreditfly.com/
http://www.elastic.com/
http://www.tangocard.com/
http://www.giftandgo.com/
http://www.txvia.com/
http://www.payvment.com/
http://www.venturebeat.com/
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Sincere Thanks!

Thank you to all our readers 
contributing to the October 
2010 Over The Edge fund 
raising event for Boy Scouts of 
America in Los Angeles.  The 
one-day rappel from the top of 
the Westin Bonaventure Hotel 
raised $115,000 to support  
winter and summer 
camperships for Scouts living 
throughout south central Los 
Angeles.

The largest promoters of these 
Over The Edge events are 
local market Special Olympics 
Committees.  If an OTE event 
comes to your community, I 
strongly recommend lending 
financial support and going 
“Over The Edge.” It’s a once in 
a lifetime opportunity!
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