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First ... A Story ...
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Their Biggest Challenge?

Consumer Adoption
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Examining The Market For Contactless

Fewer than 12% of the market for contactless had contactless readers
and 0.5% of merchant locations overall did

San
Francisco

Current contactless merchant locations 984 402

Total # of targeted/potential
contactless merchant locations

New York Boston

10872 3230 2407

Current contactless penetration (as a
percentage of potential contactless 9% 12%
merchant locations)

Estimated total # of merchant locations 246,042 74,779

Current contactless penetration (as a
percentage of all merchant locations)

0.40% 0.54%

Note: based on MasterCard PayPass merchant locations. Includes merchant locations within 10 miles of the cities

Source: MasterCard, Superpages.com
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The Decision: Mag Stripe Now, Maybe Contactless Later
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The Contactless Value Proposition

"This is really an innovative introduction that will
fundamentally change how people use cards, as
significant as when the magnetic stripe was
introduced 30 years ago.”

Chase Card Services

Blue with ExpressPay will help consumers and
merchants reap substantial benefits in terms of speed
and convenience.”

American Express

“We're confident our customers will embrace the
convenience and speed the cards offer, and enjoy the EySgnyIRE=
benefit of being able to track their smaller purchases EolN=Tele'
for greater financial control."

Wells Fargo Card Services

SpPEeed. Convenience: Higherspending levels



Some Merchants Are Getting On Board

PayPass Locations in New York Metro Area
(top 6 categories)

Motion Picture Theaters | 18 (6.1%)

Grocery Stores and Supermarkets I 38 (1.0%)
Convenience Stores, Misc. Food |

Stores and Vending | 81(9.2%)

Automobile Parking Lots and

Garages _— 150(8.6%)
Fast Food Restaurants - | 288 (34.7%)
Drug Stores and Pharmacies | 342(16.9%)

0 100 200 300 400

Source: MasterCard PayPass website

SGIven that sermany. e ot customers are all akeul speed of

Senvice and convenience, this s a perdect fit." = Vichenalds



And (Some Say) For Good Reason

EHASE O

ta: e lben, Chase
Nk Ruigpoas, Ko

G150, pesaia,
eigore @heth

Chase Credic Cards wich blink — Fact Sheet
What is blink®

¥ Chase cards with blink are contactless credit cards that alloor cardmsembers to luold the eard in
froat D\fin.ldum:.beﬂn D\frv:.\p.l.r_g. sl.gn.r.gm:nt:nr_g .

¥ The pew Chaze

As of JTarmary 2
beeanze ther no lorger need to hand their card to the cozhier. The paost tignifiemre time zaving:
pratections consamers and merclants kave come to expect froo Chase; phu, makicg prrment:

=1 “In one pllot participating merchants realized a
-] 20-30 percent increase in customer spending
“#2] when using contactless cards as compared to
== customers paying by cash.”

E?f%fﬁmi@i%?ﬁ%m Source: Chase Blink Fact Sheet

Benefirs Far Merchanes

Alerelzants encreath accepting Cluase casds with blink inchids ™-Eleven® waces, AMC Theatoss",

Arbrs, CVE ‘pharmacy, Duane Reade, FKIFC, RaceTrac, Regal Entertaimpent Groug, Sheetz, Sony

Style stooes, Walgreens and Wawa among ooy others. Ieitally, duis parment approack is heieg

Idop‘.rd 2z locations whers speed and convenience are eriteal
3peed customers through checkout. Meochants can reduce customers’ te at the poist of
sale by 30 o 40 pement.

¥ Increase consumer spending. In ame pilot, participating merchants reafized a 20-30 percent
incoease in customer spendieg when nsing contactless eards as compared to customer: paying by
cazh.

¥ Artract new customers and increase customer lovaly. The enstomer expediencs is enbanced
by seducing the wait-in-kme time, leavies mooe time to enjoy the purchase itself
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But Others Continue To Sit on the Sidelines

“We have to see where
the market is going
with this.”

Dunkin Donuts
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The Current State

] Forecasts of Contactless Payments in the U.S. (# of cards)
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Source: Jupiter Research reports: Proximity Payments (2004)
& US Contactless Payments (2006)

Between 2004 and 20065 JUpIter cut the ferecasi: o)

contactiess; cards (Intnumiers) has ey 70%:



Contactless As a Percentage of Card Spend

204 Forecasts of Contactless Payments in the U.S. (% of card spend)
0
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A “Real World” Snapshot

MPD Reality Pa

MPD
Generation XY

Rate thiz video:

v % e W

42 ratings

Views: 30,719 Comments: 17 Favorited: 107 times maore stats...
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The Scoop on Contactless Penetration

a “Do you have a contactless card?”

1143 10.57

10 A
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Percentage of Contactless Penetration

Source: MPD Generation XY Survey © 2007 Market Platform Dynamics 13




The Scoop On Usage:
Contactless Transactions

1.8% 1.44%

(4 contactless
transactions

out of 222

transactions)
Contactless transactions as a Contactless transactions
percentage of total number of as a percentage of total
transactions of <$25 purchases spend of <$25 purchases

Source: MPD Generation XY Survey

BUEiewer than'2%: el allifiransactions take place el a

contactiess cardi— and contactless transaclions account for
enly slighty more than 1% efifall spend




What Is the Available Market for Contactless?

According to our Gen X/Y survey

3000 $150,000

2500 -
2000 - $100,000 -
1500 -
1000 - $50,000 -

500 -

0 $0
Total # of transactions: 2,442 Total amount of transactions: $129,750
M Greater than $25 M [ess than $25 O Online

Source: MPD Generation XY Survey

<$25 transactions account for 45,55 of all transactions bl

Iess thian 10%; eirallifspend



More From The Real World

How many people do you see using
When was the last time you saw it every week on average, according

anyone using a PayPass/ contactless to your best estimate?
card? W 11-20

20% 21-30

20%

Last Day m 56
76% 10% W 41-50

10%
B Last Week 7%

More than 50

W Last Month 7% W 1-5 10%
17%
W At Least a Month Ago 7% W Not Sure
Never 3% ® Less than 1 13%
Last 2 Weeks 0% 10%
Not sure 0%
Source: MPD Phone survey of 30 Boston area CVS stores, 31-40 0%

Jan 17-19, 2007; CVS corporate website.

Contactiess acecountsiior less than .5%: el aliWweekly,

CUSIOmMErS N anaverage VS store




Calculating The ROI For Merchants NOW

little benefit
for purchases
>$25

- 4 <

r )
Not enough
consumers

with
contactless
cards

- 4 <

(A very long )
timeline until
enough
cONSUMers
have cards

\ s
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Not enough
Incentive to
install
contactless
readers

Unless...
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Igniting The Market

herers akillerapp thiat diigves

consUumer and merchant
acopLIon

© 2007 Market Platform Dynamics 18



Killer App #1: Closed Loops

Transportation Card
» 1997 joint venture of five major e 1999 joint venture of major
transport operators transport operators/ companies
e > 15 million cards in circulation
e > 14 million cards in circulation » Accepted for subway, taxi, ferry,
high way toll, stadiums, car
» Accepted at 379 retail locations service, parking meters and
garages, gas stations.
e Generates 23.5% of its « Compatible with public city
transactions from transit systems in several
non-transit purchases cities nearby.

Source: Octopus, SPTC. © 2007 Market Platform Dynamics




A Quick Comparison

' ' Frequent Exxon Mobil users.
Target market Anyone using public q
transportation
: High — 95% of the population Low - less than 2% penetration
User penetration
possess the card. rate,

Leverage to force High —monopoly in transit
contactless to Systems
users

Low — lots of ways to pay

Low — too few SpeedPass
Attractiveness Very attractive due to the high  holders. And most SpeedPass
to merchants user penetration holders also carry mag stripe
credit/debit cards.

Unsuccessful trial in McDonald’s.
Now limited to Exxon Mobil
stations.

Expansion into = Successfully expanded into
open systems non-transit payments

IHOW dOES a clesed leop expand? ACCEeptance IS the key.



Killer App #2: Mobile

Overall mobile phone penetration in the U.S.: 72.8%

Mobile Phone Ownership by Age Cohort
9599 9422

o 100 1 91.26 92.44 90.34 92.31
(@))]
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16-18 19-22 23-25 26-29 30-34 35-39 40-43
Source: MPD Gen X/Y survey, CNET News.com © 2007 Market Platform Dynamics 21



The NTT DoCoMo Wallet Phone Case Study

olafa]o]n|m

*Note: there are about 44,000 convenience stores in Japan, according to NIKKEL.

Source: NTT DoCoMo, bitWallet. © 2007 Market Platform Dynamics 22




Killer App #3: Eliminate the $25 Limit

Bread Use By CoRSUmIErS
(AR acecepiance By merchanis) will
feguire elimmatmgrthe $25 il

IS persenal biometricss a selution 1o the $25 celing?



Setting Expectations

50% - Debit Card’s Historical Growth

40% - 36.39%
30% -
20% -

10% -

Debit Card's Share of Total Card
Purchase Volume

3.08%

000 Ti— T T T T T

1975 1980 1985 1990 1995 2000 200¢

Source: The Nilson Report

" te ok 16y Eeals o denit carads teraccount ior s ol all care

Velume — plus an ag@ressivercald disthipuiien pregiam



The Dumb Silent Challenger?

Bialr CedEs are uplguitoms
for hothrend Users and
MErCHants.

Contactliess chips need to
UiSe thelrmtellligence terbe
SUpPErolr te ethernwise
JdUmbE selutiens
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The Wisdom of the (Optimistic) Crowds

HEW I0HE Mll it tzllee Dofore felf of 21l calrd SPEnd iakes place

er&ﬁén%{s that have contactle{%ls readers?

al Imeliciie

More than 7 but no
more than 10 years

p‘ @| More than 10 years

~ Within 3 Years

More than 3 but no
more than 5 years

More than 5 but no
more than 7 years

At leasthalireifyou thimkitwilltee neween: 5 and 10NEears

PEfoIe contactiess nits a criticall poini




Your View of the Obstacles

Wit arf théiTrNﬁ) glejeelsit felgio)fs thatLhinder zlelg il )
f
|

Lactiess hy merchants?

The cost of training

The cost of staff

installing readers Concerns over
e s Other (5%)
The signature

‘ %

requirement for Lack of a
purchases compelling

business model

Lack of contactless
cards in circulation

Withrlack ol ar conpelling Business moedel THE gatng actor




Igniting the Market: Getting Both Sides On Board

Leverage the
Intelligence of
chip-based cards

Establish a
meaningful value
proposition for
end users.

Use closed loops
to drive open
acceptance

© 2007 Market Platform Dynamics
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Thank you

david.evans@marketplatforms.com
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