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[Achieve it, and] it reinforces in
consumers’ minds our advantage
as stable institutions you ecan
trust,” says Austin Adams, execu-
tive vice president of automation
and operations at First Union
Corp. in Charlotte, N.C.

Security is one factor that
makes the Internet both an oppor-
tunity and a threat to banks.

One big motivation for banks:
Holding on to the substantial fees
many derive from merchants for
processing credit-card transac-
tions. First Union, for example,
has more than 35,000 merchant
bankingcustomers, accordingtoa
company spokeswoman.

And it’s not just plastic that’s at
stake. Some banks are evaluating
ways to secure business-to-busi-
ness payments over the network,
so-called check equivalents. Oth-
ers are examining debit and cash
transactions on the ‘net.

Conservative estimates put the
value of Internet transactions in
the year 2000 at roughly $10 bil-
lion. “And it could easily go much

higher,” says Richard Crone, director of KPMG
Peat Marwick’s center for electronic bankingin

Los Angeles.

Someone has to process all those transac-
tions, and if banks can’t or won't, merchants

of Steve Dieringer, group product manager for
elecironicservices at Banc One Corp. in Colum-
bus, Ohio. “The market wants payments in a
bad way,” he says. “If banks wait toé long, we
risk leiting others take control.”

Turfwars

Indeed, financial institutions are already feel-

“Internet security is
an opportunity for
us. [Achieve it, and}
it reinforces in
consumers’ minds
our advantage as
stable institutions
you can trust.”

— Austin Adams,
executive vice president
of automation and
operations at First

Union Corp. in
Charlotte, N.C.

ing pressure from competitors
outside the indusiry such as Mi-
crosoft Corp. in Redmond, Wash.,
CyberCash in Reston, Va., and
First Virtual in Los Angeles.

“Networks turn the world up-
side down. They essentially elimi-
nate our geography and size ad-
vaniage,” says dJohn Doggeit,
director of applied technology at
Bank of Boston Corp.

The Internet also undermines
‘what has been a major barrier for
these so-called alternative provid-
ers — the expensive infrastruc-
ture banks have amassed for pro-
cessing existing forms of payment
such as paper checks, wire trans-
fers and automated clearinghouse
functions, including direct deposit
of payroll. With the rise of new, net-
work-based payment mecha-
nisms, those investments may
simply become dead weight.

“If someone can serve custom-
ers electronically, is all our brick
and mortar obsolete?” Dieringer
asks.

Becoming “disintermediated”
— separated from ¢

CardProducts Dtdsionm First Union. His
grouprelied on TriNet Services, Inc.inRa-
leigh, N.C., to design itsWeb site.

First Union’s experience is typical, says
Bruce Stewart, aninternetbanking expert
at GartnerGroup. “Marketing spotsanop-
portunity, and it doesn’t even occurtothem
that IS could heip,” he says.

Onereason IS is getting left out ofthe
loop: Itdrove the last big— and unsuccess-
ful—wave of electronic banking in the
1970s. That effort failed, some say, be-

technology and changing markets — is much
on the minds of bankers these days. And rightly

$0, says Bruce Stewart, an Internet banking ex-

will find someone who will. That’s the opinion

pert at Gariner Group, Inc. “If a customer’s pri-
mary interaction with the bank is by machine,”
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Apartiallist of banks that are moving aggressively to offer servl

the Ints o

cause entric IS agers took
tomers by aproprietary, d-control ap-
proach to information access.

“The technology environment of the In-
ternetis very alien to bankS," says Steve
Dieringer, group manager for electronic ser-
vtcesatBancOne So, too, are the small,

banks must deal
wnhonmtemetprqects “These arenot
the blue-suited, IBMtypes IS people are
usedtoworking with.”

While there’s no harm in going outside to
getaWeb server up quickly, banks need to
keep the long-range picture in mind. That's
the view of Dan Eitingon, executwe vice
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’ Socurity First Network Bank, Pineville, Ky. (hﬁp://www sfnb.com). Received federal regu-

latory approval last month to p

a ge ing servi

make: y orbilt

g the ability to

ts or access checking account balancas overthe internet.
Thebankis ajoint venture of Wachovia Corp. in Winston-Saler, and Huntington Banc-
shares in Columbus, Ohio, and was initiated by Cardinal Bancshares in Lexington, Ky. it will use

a trusted operating system developedby SecureWare, Inc. in Atlante s«:wee. Secure First Net-

work Bank Web site

P Wos Fargo Bank, SanFi

!hm// wiwellsfargo.com). Allows customer inquiries

into account balances using Netscape’ aNavigatorsccured browsers. Thebank also offers trans-
action histories for checking and Wawomwelmemmetand intends to add other
banking functions, such as money transfers and bill payments, this year. Source: Gailyn John-
son, senior vice president of or-line financial services .

I Capital One Financlal, Falls Chirch, Va. (http:/ /www.capital com). Offers secure credit-
card applications for those using the Navigator browser. it allows applicants tocontinue in non-

secu de but provid

» muui..cnanoae. NG (i

fwarnings. Source: Capital One Webssite
Imﬁuﬁmﬂniomcom).aemasbuimmganexectmnic mall

ident of technology b g at First in-
terstatsmTempe Ariz. The bank hired Cy-
press Consuiting, Inc. in Sebastopol, Calif.,
to create its home page, which has been
ondine since December.
To achieve the promise of true cybev—

ing — offering.

bill payment, transfers and other serwees
over the internet — Web sites mustbe
linked to the institution’s existing banking

““Someone:is going to-have todo things
like buiiding firewalls and making sure sys-
tems are sealed to handie increased traffic

Whobetter than IS? First Interstate may
pmmdeagmmsa intothe future of manag-
ing| projects. The
bank’s technology banking group, formed
this spring and headed by Eitingon, com-
bmesmemaﬂng, mmmmex-
perts. Their build th

prody !nleadi'lmsr—

via the network, such 4s éecessingMng account balances and transferring funds.

Source: Tom Bartolomeo, First Union

delivery ._..,Miruecfvhes.
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ity,”" Eitingon says.— Smn McWiltiams:
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