
Now that Check 21 has passed, banks and their customers
are entering into an era of unprecedented change. Pressure
on earnings, new forms of competition, and evolving
payments streams have already had a significant impact on
the 2005 budget from both revenue and cost perspectives.
Banks are being challenged as never before to design and
implement plans that achieve near-term earnings goals
while establishing a longer-term strategy that addresses the
ongoing, continuous changes in payments.

Payments electronification will continue to shift payment
volumes, revenues and costs for the foreseeable future.
Technology is erasing past geographical barriers and
inviting non-bank competitors.   Challenges abound for any
bank planning to succeed in the payments business. 

Lucrative opportunities, however, also await the enterprise
willing to perform the measured analysis and planning
needed to protect revenue, retain customers, seize new
opportunities, and successfully manage down costs.  Based
on our broad experience in payments operations,
technology and planning, Carreker's Global Payments
Consulting team has developed a portfolio of strategic
services designed to help your institution manage change
with maximum profitability.

Payments Planning: Create Multiple
Views for Maximum Returns

A successful payments migration strategy starts with an
enterprise view of how revenue and profits are being, and
will be, impacted by the migration to electronic and image-
based payments.  Advanced modeling tools are used to
create a virtual payments P&L that projects revenue and
costs in the future, typically for three years out.   This type
of study illuminates the areas where the bank is exposed or
under-invested relative to desired revenue and profit levels.
It also provides a financial baseline from which sound
business decisions can be made.

Distributed Capture: Define the Best
Business Case for Your Bank 

Distributed capture, from an enterprise perspective, can
lower processing and transportation costs, reduce
payments risk, and introduce competitive new products for
business customers.  It can also help institutions defend
against new bank and non-bank competitors entering this
market with image-based products.

Every bank must determine its own unique distributed
capture business case and strategy. The bank's current
technical, operational and product capabilities must be
considered against emerging customer requirements,
competitive pressures, cost containment objectives and
revenue goals.  A thorough analysis determines the best
plan for migrating to the new environment in a way that
minimizes risk, maximizes returns, and leverages current
capture technology investments.

Unit Cost Management: Execute
a Controlled Program 

Perhaps the biggest challenge related to payments
migration is the need to successfully reduce conventional
paper-based check processing costs in order to capitalize
on declining electronic unit costs.  This can be
accomplished by developing a comprehensive cost
management plan that considers all required cost
reductions – for example, a timeline for offloading existing
equipment, transportation contracts, modifications to
vendor contracts, and the transitioning of bank staff – as
well as a thorough risk impact analysis.   In order to ensure
a realistic view of unit costs over time, product pricing and
competitive issues that are specific to your institution must
also be accounted for, and applied to, your expense
management strategy.

Image Exchange:  Choose the Right
Partners, Platforms and Strategy

Image exchange can play a key role in your efforts to
reduce unit costs, expedite check clearing processes and
increase market share.  By developing an accurate image
exchange business case, your institution can maximize the
benefits of this opportunity while minimizing the costs and
risks associated with migrating to the new environment.  In
major operational shifts such as this, objective thought
leadership can speed internal decision-making and help
drive a coordinated effort across the organization.

Optimized Clearing Scenarios: Manage
Through Continuous Change

With the freedom to clear checks through image exchange
and IRDs, banks now have the complex task of
continuously evaluating and updating clearing decisions
based on a wide range of variables.  These decisions
cannot be made adequately using current methods.

New models have been developed, however, to automate
the process of identifying the cash letter clearing scenarios
that will meet your bank's operating and profitability goals.
These models can be customized to consider all of the
bank's internal and external costs, including truncation and
IRD creation, against the cash letter offerings of all major
correspondents, as well as local and customized clearing
arrangements.  By defining the optimal number of clearing
options in paper, image and electronic cash letter, banks
can contain costs, improve float profitability, and manage
the impact of projected changes.

Market Segmentation: Meeting Client
Expectations and Revenue Goals

As payments transition from paper to image and the
Federal Reserve closes more processing offices, banks will
continue to experience negative float revenue pressure.  At
the same time, corporate customers will be scrutinizing
their float charges and expecting process improvements.
Through market segmentation analysis, banks can achieve
the delicate balance between revenue goals and customer
expectations, despite the growing complexity of the
payments environment.

Market segmentation is accomplished through a
combination of consulting and advanced modeling.  Based
on the bank's float and revenue goals for depository
customers, as well as customer sensitivity to float and
pricing fluctuations, modeling tools are used to forecast
how changes in float and pricing impact revenue. In
addition, new availability schedules are designed to match
customer requirements.
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Carreker deploys critical disciplines
(strategy, reengineering, business
planning, financial modeling and program
management) to maximize payments
profitability in any and all key areas of the
bank, such as payments, treasury
management, retail banking, commercial
banking and operations.
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processing costs.

Carreker's Global Payments Consulting (GPC) team
offers strategic advisory services designed to capture
the opportunities and manage the challenges created
by the migration of paper to electronic payments.
Based on our broad experience in payments
operations, technology and planning, we can help
your organization reduce risk and costs, and balance
new expenses with additional revenue.






