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Mother’s Day, Father’s Day, and Graduation Day are three major gift-giving occasions. The National Retail Federation estimated that nearly $39 billion would 
be spent during this trifecta of celebrations in 2013. Of that amount, north of $3.8 billion would be spent on gift cards or gift certificates. As such, retailers and... 
More

In recent years many large banks have partnered with merchant-funded networks (MFNs) to bring offers, coupons, and discount malls to the online banking 
environment. These same financial institutions are slowly beginning to integrate their offer networks into the mobile channel. 

Couponing technology has advanced significantly in the mobile era, led... More

Prepaid Revenue Growth Has Strong Tailwind

Reading Apple’s Recent Patent and Acquisition Tea Leaves

Payments Industry Stock Price Tracker

First Annapolis forecasts that U.S. open-loop prepaid revenue will reach $4.5 billion in 2013, up from $3.8 billion in 2012. Historically, growth rates on prepaid 
load volume, transactions, and revenue have all exceeded 15%, making prepaid one of the payments industry’s highest growth products. This trend is driven 
by increasing... More

When will Apple introduce its mobile payments solution? The highly anticipated answer to this question remains uncertain, but reviewing recent patent filings 
and certain acquisitions helps shed light on what the future may hold for the computing and design icon.

Recent Apple Patent and Acquisition Activity

•	 System and Method for Transportation Check-In – July 10, 2012 – Apple is awarded a patent for its June 11, 2012 announced Passbook application 
that allows users to consolidate and organize coupons, boarding passes, and loyalty and gift cards in a single digital repository. The application itself 
resembles an actual wallet and establishes an efficient foundation from which to enable a mobile wallet.

•	 AuthenTec – July 26, 2012 – Apple acquires the mobile and network security company to gain access to AuthenTec’s fingerprint sensor and identity 
management solutions. The move could indicate Apple is contemplating the introduction of iPhone biometric authentication which could eliminate the need 
to enter... More

Figure 1 is the Payments Industry Stock Price Tracker for June 2013. The chart measures current stock prices and market caps, as well as movement over 
the last month, and year-to-date. After a strong May, the companies First Annapolis monitors across the payments value chain experienced mixed results in 
June... More

Opportunities and Challenges Facing Coupon Integration into Mobile Banking

Summertime and the Giving Is Easy: Gift Card Offerings for Moms, Dads, and Grads

Alliance Data: On the Move
Alliance Data (NYSE: ADS), with strong roots in the retail credit card market, has been expanding the size and reach of its credit card business. Over the last 
18 months, ADS has grown its receivables by 35% via a series of portfolio acquisitions and new product launches. This growth... More
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Reading Apple’s Recent Patent and Acquisition Tea Leaves

By Matt Zalubowski

When will Apple introduce its mobile payments solution? The highly anticipated 
answer to this question remains uncertain, but reviewing recent patent filings 
and certain acquisitions helps shed light on what the future may hold for the 
computing and design icon.

Recent Apple Patent and Acquisition Activity

•	 System and Method for Transportation Check-In – July 10, 2012 – 
Apple is awarded a patent for its June 11, 2012 announced Passbook 
application that allows users to consolidate and organize coupons, 
boarding passes, and loyalty and gift cards in a single digital repository. 
The application itself resembles an actual wallet and establishes an 
efficient foundation from which to enable a mobile wallet.

•	 AuthenTec – July 26, 2012 – Apple acquires the mobile and network 
security company to gain access to AuthenTec’s fingerprint sensor 
and identity management solutions. The move could indicate Apple is 
contemplating the introduction of iPhone biometric authentication which 
could eliminate the need to enter a passcode to gain access to one’s 
phone. Fingerprint-based authentication would also lower chargeback 
and fraud exposure, two elements industry experts have noted that Apple 
does not specialize in and would have to address prior to introducing a 
mobile payments solution.1 

•	 Simplified	Wireless	Data	Transfers	– June 4, 2013 – Apple is awarded 
a patent that will support the company’s recently announced AirDrop 
functionality that Apple will include in the fall 2013 release of its iOS7 
iPhone operating system. Users will be able to transfer data over a peer-
to-peer Wi-Fi or Bluetooth network. While initially intended to support 
the sharing of photos, contacts, messages and Apple Passbook passes, 
this same functionality could enable iPhone users to transfer money, be 
it to individuals or at the point of sale, without requiring the use of a NFC 
chip technology.

•	 iMoney Virtual Currency – June 6, 2013 – Apple files for a patent that 
describes how a consumer could utilize a cloud-based virtual currency 
to pay for transactions with his/her iPhone.2 The patent does not specify 
whether Apple intends to utilize its existing iTunes infrastructure for 
fulfillment, or whether the virtual currency would allow Apple to process 
the transaction outside the current payment system network (i.e., 
Visa/MasterCard). The patent also indicates the ability to use a NFC-
based solution to make such a payment. This is noteworthy as Apple 

has previously stated a NFC solution is not required to enable mobile 
payments.

•	 iCloud Keychain – June 10, 2013 – Apple, during its 2013 Worldwide 
Developer Conference Keynote address, announces an update to 
its operating systems that will help users manage and sync account 
passwords via Apple’s iCloud. Working across all Apple devices, iCloud 
Keychain will support a 256-bit AES encrypted, single sign-on, password 
management solution designed to improve account log-in and shopping 
experiences. This new security update will eliminate the need for users 
to input multiple account log-ins/password combinations, credit card 
numbers and shipping and billing address information (note: while credit 
card expiration dates will be stored, at this time Apple has indicated card 
security codes will not be retained).3

While keynote speeches, patent filings, and specialized acquisitions do not 
make a mobile payment strategy, one can speculate how these elements could 
work together to become a complete mobile solution. Compared to PayPal’s 
123 million active users and the approximately ten million individuals that 
have downloaded the Google Wallet, Apple has a built-in user base of 575+ 
million iTunes store accounts,4 all of which have an associated credit card.5 
Combine this user base with biometric authentication, a simplified mechanism 
to access credit card information and NFC and peer-to-peer mechanisms to 
fulfill on traditional card and virtual currency based-transactions, and Apple 
is in possession of the requisite puzzle pieces to deliver a robust mobile 
payments solution.

Only time will tell how, if and when Apple intends to officially enter the mobile 
payments fray, but reading the company’s technology tea leaves provides 
great insight and fodder as to what may be forthcoming. In the event Apple 
introduces a mobile payment solution, the company will almost certainly rely 
on its own design philosophy to deliver a simple mechanism that “offers up 
the right things, in the right place, right when they are needed,” in order to 
differentiate itself in what is becoming a crowded mobile payments landscape.6 
1 April 23, 2013 NACHA Payments Panel Discussion.
2 Pymnts.com Issuer Briefing Room.
3 Wired.com coverage of Apple’s 2013 WWDC.
4 Tim Cook, 2013 WWDC Keynote address.
5 2013 Ebay Inc. Analyst Day presentation and BloomburgBusinessweek “Google Wallet is 
Leaking Money” June 6, 2013.
6 Apple iOS7 press release.

For more information, please contact Matt Zalubowski, Manager specializing 
in Card Issuing, matt.zalubowski@firstannapolis.com.

By Patrick Carroll

In recent years many large banks have partnered with merchant-funded 
networks (MFNs) to bring offers, coupons, and discount malls to the online 
banking environment. These same financial institutions are slowly beginning 
to integrate their offer networks into the mobile channel. 

Couponing technology has advanced significantly in the mobile era, due in 
part by developments among MFN’s such as Cartera Commerce, Affinity 
Solutions, and Cardlytics. Recent enhancements have focused on improving 
offer targeting capabilities through geolocation, transaction history, and even 
weather forecasts to deliver relevant coupons to a customer’s mobile device. 
This technology, which is housed within the bank’s mobile banking platform, 
can seamlessly link coupons to the consumer’s payment card for immediate 
use at the point of sale.

In 2010, Sovereign led the way in bank-branded mobile offer distribution with 
the launch of a branded mobile coupons application, developed by Affinity 
Solutions. In 2012, Bank of America teamed up with Cardlytics to launch Bank 
Amerideals, and supported the launch with a nationwide marketing campaign. 
Shortly thereafter, Capital One launched a similar mobile solution. These 
solutions provide in-app tools for consumers to find nearby deals and link 
them directly to the payment card for use at the point of sale.

American Express has launched a unique in-house solution branded as Amex 
Sync (formerly Amex Smart Offers), which has broader functionality that 
extends to social media platforms. Amex Sync was originally launched in 2011 
as a method for merchants to develop Amex-specific marketing campaigns 
via Facebook, Twitter, and other social platforms that enabled cardholders to 
redeem coupons by performing some social action (tweeting, sharing, etc.). 

Opportunities and Challenges Facing Coupon Integration into Mobile Banking
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This proved to be a stepping stone for a form of social payments as Amex 
recently launched a ‘pay by tweet’ feature in February.

The broader mobile and digital couponing landscape is competitive as 
merchants, coupon engines, social media platforms, wallets, and other 
players continue to build out customer engagement capabilities to strengthen 
customer relationships. The number of participants, breadth of industries, 
and relative immaturity of the market, make it difficult to determine exactly 
how consumers will prefer to interface with mobile offers. In this context, the 

mobile banking channel may be well positioned for mobile offers due to the 
number of people that actively use the service to manage their finances. At 
the same time, banks of all sizes should continue to monitor other customer 
engagement models, including building advanced functionality in their mobile 
banking platform. 

For more information, please contact Patrick Carroll, Senior Analyst,  
specializing in Mobile Commerce, patrick.carroll@firstannapolis.com.

Summertime and the Giving Is Easy: Gift Card Offerings for Moms, Dads, and Grads

By Allison Brenner

Mother’s Day, Father’s Day, and Graduation Day are three major gift-giving 
occasions. The National Retail Federation estimated that nearly $39 billion 
would be spent during this trifecta of celebrations in 2013. Of that amount, 
north of $3.8 billion would be spent on gift cards or gift certificates. As such, 
retailers and other third party providers are very focused on offering robust, 
relevant gift card options.

Several companies initiated email campaigns and promotions to highlight gift 
cards in the days leading up to Mother’s Day. The following are samples of gift 
card marketing with Mom in mind:

•	 Neiman Marcus: Ran a BEJEWELED credit card promotion where 
buyers could receive a gift card worth up to $750 based on their store 
credit card purchases in the jewelry department.

•	 Target: In addition to a Spanish language card, Target also offered an 
exclusive digital design for Mother’s Day eGifts.

•	 Starbucks: Promoted a Mothers’ Day Mini Moments Gift Card Book for 
5 trips to Starbucks on its website (only available in stores).

•	 Victoria’s Secret: Ran an email campaign offering a $15 Reward Gift 
Card with an Eau de Parfum Purchase.

•	 Safeway: Offered $10 off a future shopping trip with a $50 purchase of 
participating gift cards.

•	 Gyft: This gift giving app sent a reminder message to users’ smartphones 
one day before Mother’s Day noting that there was still time to get a gift 
card.

•	 Facebook: Created a gift reminder drop-down box on Mother’s Day 
showing a photo of a user’s mother (if available from her Facebook 
profile) offering a “Give Starbucks” gift card option and “See All Gifts.”

Father’s Day gift spending trailed that of Mother’s Day as in prior years, but 
that did not deter the marketing of gift cards for Dad as well. An NRF survey 
indicated that shoppers were planning to shell out $13.3 billion for the holiday 
with $1.8 billion, over 13%, on the ever-practical gift card. The following gift 
card promotions and tactics were observed around Fathers’ Day:

•	 Amazon: Advertised a free gift box and one day shipping for gift cards; 
enacted an email campaign highlighting instant delivery.

•	 Home	Depot: Offers option to buy a Hallmark greeting card to accompany 
gift card for $3.99; group gifting available via Facebook.

•	 Target: Dads and grads ad page in weekly circular noting 10% off a $50 
iTunes gift card and free gift cards with select merchandise purchases.

•	 Cabela’s, Lowes, and Saks: Gift cards were featured as a highlight in 
Father’s Day gift guides.

•	 Bass Pro Shop: Featured gift cards on main website and a shipping 
schedule.

•	 Best Buy: Offers Facebook delivery for gift cards.

•	 Barnes and Noble: Executed an email campaign highlighting gift cards 
for Dads, Grads, and Teachers.

•	 Apple: Noted gift cards for Fathers’ Day in email campaign.

•	 Wrapp: Free Father’s Day gift cards were available via this Facebook-
based gift giving app from retailers such as Guess, Invino, and 
NativeUnion.

•	 Gyft: This app provider teamed with Lowe’s to promote a Father’s Day 
contest via Facebook.

A popular gift card strategy for high school and college graduation focused on 
diploma-laden designs on card plastics and eGift illustrations. Giftcards.com 
offered a unique option for customized gift card designs based on college 
majors and degrees. Graduation might be an ideal time for group gifting 
mechanisms, but we did not observe any prominent plays to capture the grad 
market (retailers such as Sears, Home Depot, Target, Best Buy, and now 
Amazon all offer group gifting options). The NRF noted that $4.6 billion would 
be spent on graduates overall, a decrease from $4.7 billion in 2012. Only 
about a third of consumers purchasing gifts for graduation were expected to 
buy gift cards.

Mobile and digital gifting continue to make headlines. Blackhawk Network 
teamed with Monetise to allow US banks and FIs to offer digital gift cards 
through their mobile wallets. Gift card app Wrapp made news when it reached 
15 million gift cards sent via Facebook since its launch in November 2011. 
In mid-June, Amazon unveiled Amazon Birthday Gift, a group eGifting 
mechanism for birthdays on Facebook where multiple parties can contribute 
to the value of a digital gift card. While adoption of digital gift cards has been 
relatively slow, integration into various streams of distribution is critical to 
establish a base for future growth. 

Although the summer holidays do not have the pomp and circumstance that 
surrounds gifting in the winter months, retailers and others are continuing to 
find interesting and practical ways to market gift card products in an ever-
changing and competitive gifting environment. 
Sources: National Retail Federation, company websites, weekly ad circulars, company emails, 
Mobile Commerce Daily, TechCrunch, Monitise press release, CNNMoney, CNET.

For more information, please contact Allison Brenner, Analyst specializing in 
Card Issuing, allison.brenner@firstannapolis.com.
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By Frank Verhaegen

First Annapolis forecasts that U.S. open-loop 
prepaid revenue will reach $4.5 billion in 2013, 
up from $3.8 billion in 2012. Historically, growth 
rates on prepaid load volume, transactions, 
and revenue have all exceeded 15%, making it 
one of the payments industry’s highest growth 
products. This trend is driven by increasing 
consumer adoption of general purpose 
reloadable (GPR) products, which accounted 
for an estimated 42% of 2012 total prepaid 
revenue. The GPR segment has received 
additional attention following the Durbin 
Amendment. The interchange exemption 
has made the cards more appealing to bank 
issuers, which have positioned the product as 
a checking account alternative. By 2017, GPR 
revenue is estimated to be nearly half of total 
prepaid revenue. Overall prepaid revenue is 
expected to grow at a 14.7% CAGR over the 
next five years.

Prepaid Revenue Growth Has Strong Tailwind

Source: First Annapolis Consulting research and analysis.

Figure 1: Open-Loop Prepaid Revenue by Segment ($B)

Alliance Data: On the Move

By	Ryan	Douglas

Alliance Data (NYSE: ADS), with strong roots in the retail credit card market, 
has been expanding the size and reach of its credit card business. Over the 
last 18 months, ADS has grown its receivables by 35% via a series of portfolio 
acquisitions and new product launches. This growth is particularly noteworthy 
relative to flat growth across the credit card industry. Program wins with Bon-
Ton (formerly with HSBC), Talbots (formerly in-house), Pier One (formerly with 
Chase), Barneys (formerly in-house) coupled with numerous new product 
launches have propelled ADS’ receivables growth. The recent announcement 
and pending acquisition of the Zale portfolio (currently with Citi) only reinforces 
ADS’ growth agenda. Ed Heffernan, ADS President and CEO, recently stated 
that the company plans to focus on expanding the credit card segment for the 
next 2-3 years and is targeting a number of programs in the $300 - $500MM 
range. 

Figure 1: Average Receivables 
(Private Label Services and Credit)

Source: ADS SEC Filings.

Figure 2: ADS Program Evolution

Source: ADS press releases and company filings, Fist Annapolis Consulting estimates.

2010 2011 2012 2013	YTD

Est. # Clients ~100 ~100 ~110 ~115

Major Portfolio 
Acquisitions

• J Jill 
•	 Marathon Oil (co-brand)

• Bon-Ton 
• Talbots 
• Pier One 
• Premier Designs

• Barneys New York
• Zale Corporation

Major Program 
Launches

• David’s Bridal
•	 MyPoints (co-brand)
• American Laser Centers

• Christopher & Banks

•	 True Value (co-brand)
• RainSoft
• Westgate Resorts
• Blue Nile
• Ideal Image
• Dots
• Samuels Jewelers

• El Dorado Furniture
•	 Caesars Ent. (co-brand)
•	 Ohio University (co-brand)
• TigerDirect.com 

For more information, please contact Frank Verhaegen, Associate specializing in Deposit Access and 
Prepaid Strategy, frank.verhaegen@firstannapolis.com.
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ADS has also been diversifying its client roster both within retail and into more 
traditional co-brand/affinity segments. In addition to its flagship presence in 
mid-market soft-goods retail, ADS has clients in hard goods (e.g., jewelry, 
furniture), petroleum, and a few niche sectors (e.g., medical, resorts,).  Its 
most visible play outside of the core retail sector includes the recent addition 
of Caesars Entertainment and Ohio University. With these moves, especially 
the Caesars program, ADS has sent a strong message of its intent to compete 
with legacy co-brand issuers. However, similar to its retail strategy, we expect 
ADS to pick its spots in terms of program size and focus on specialized, mid-
sized players in distinct verticals. Over time, other issuers have struggled 

Figure 1: Monthly Average Stock Price Tracker

Companies 7/1/2013 Month	Δ YTD	Δ Current Market 
Cap ($Billions)

Issuers
American Express $75.64 0% 32% $83.10
Bank of America $12.93 -5% 11% $139.39
Capital One $63.59 4% 10% $36.91
JPMorgan Chase $52.49 -4% 21% $198.90
Citi $48.25 -7% 22% $146.82
Discover $48.58 2% 27% $23.82
FleetCor $82.88 -5% 54% $6.75
U.S. Bank $36.31 4% 14% $67.16
WEX $78.16 6% 4% $3.03
 Weighted Average - -3% 20% -

Acquirers / Processors
FIS $43.41 -3% 25% $12.72
Fiserv $87.29 0% 10% $11.62
Global Payments $46.73 -3% 3% $3.56
Heartland $37.60 17% 28% $1.37
TSYS $24.71 6% 16% $4.62
Vantiv $27.60 4% 35% $3.80

Weighted Average - 1% 19% -

Networks
MasterCard $583.21 2% 19% $70.90
Visa $185.22 4% 23% $120.40

Weighted Average - 3% 21% -

Market Index
S&P 500 $1,614.96 -1% 13% -

Note: Weighted Averages are based on current market caps.
Source: Yahoo Finance, First Annapolis Consulting research and analysis.

to diversify (to and from their origins in private label or co-branding) due to 
capability requirements, operating cost differentials, unique product/sector 
risk, or simply the price of entry in terms of program compensation. From 
our perspective, ADS weathered the credit crisis in part by exerting a lot of 
discipline prior to the crisis when growth and diversification opportunities were 
plentiful. A similar level of discipline and an ability to uniquely leverage the 
assets of its sister businesses (Epsilon, LoyaltyOne) could differentiate ADS 
and help them avoid the mistakes of others with diversification ambitions. 

For more information, please contact Ryan Douglas, Senior Consultant 
specializing in Card Issuing, ryan.douglas@firstannapolis.com.

By Collin Bauer

Figure 1 is the Payments Industry Stock Price Tracker for June 2013. 
The chart measures current stock prices and market caps, as well 
as movement over the last month, and year-to-date. After a strong 
May, the companies First Annapolis monitors across the payments 
value chain experienced mixed results in June, but in aggregate are 
exceeding the broader market’s 13% gain YTD.

In summary:

Due to declines from the three largest issuers, the issuing sector 
index underperformed the market and posted a decrease of 3% as 
a whole over the past month. Much of the negative volatility among 
issuers in June was due to the uncertainty emerging from the latest 
round of Federal Reserve meetings regarding the future of its 
quantitative easing policies. However, some issuers including WEX 
and Capital One were able to perform well, posting gains of 6% and 
4% respectively in June.

The processor / acquirer sector also posted declines among the 
largest companies during June. However, in aggregate, the sector 
posted nominal gains of 1% for the period. Heartland’s stock price 
experienced a steady increase throughout the month of June and 
finished the period with double-digit gains. Heartland, Vantiv, and FIS 
have all posted YTD gains of 25% or greater thus far in 2013.

In aggregate, MasterCard and Visa posted gains of 3% in June, and 
are up 21% YTD. The companies tracked one another throughout 
much of June and were able to outperform the overall market’s 1% 
decline this month while reaching all-time highs in their respective 
stock prices.

For more information, please contact Collin Bauer, Senior Analyst 
specializing in Card Issuing, collin.bauer@firstannapolis.com. 

Payments Industry Stock Price Tracker

Founded	in	1991,	First	Annapolis	is	a	specialized	advisory	firm	focused	on	electronic	payments.	Our	market	
coverage is international in scope with a primary focus on North America, Latin America, and Europe. First 
Annapolis	is	headquartered	in	the	Baltimore	/	Washington,	D.C.	corridor	and	Europe	is	served	through	our	
office	in	Amsterdam.	In	total,	we	have	over	70	professionals	across	our	practice	areas	giving	us	one	of	the	
largest and strongest advisory teams focused exclusively on electronic payments.


