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Internet is killing business models
• Retailing
• Research
• Newspapers
• Marketing

• Yet Banks have survived ... or have they?
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Banks motivation for online banking  ! 
• Pure cost play
• Elimination of Branch transactions

• But ... with significant incremental cost
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Banks don't get internet !
• New fees to cover reduction in spread revenue

• Meanwhile spreads are even tighter, and 
Banks are competing on interest rates
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Message 1
• Banks are vulnerable because of their built in 

cost structure, arising from technology and 
branches, as well as their perceptions



 Colin Henderson - thebankwatch.com | 8th Feb 2007 6

Meantime – new Internet models
• along comes, Zopa, Prosper, CircleLending, 

Kiva, FYGO ....

• Common theme - simple exchange for 
borrowers and lenders
– Middleman eliminated
– Typically borrower and lender get same rate
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Cost base that Banks can only dream of
• ... and this is the scary part .. the prod ratios 

have to be re-thought to account for these 
social lenders.  

• This will devastate Banks, and Banks analysts 
will go nuts trying to sort this out !

• Recommend “Starfish and the Spider”
– revenue disappears;  maybe the revenue generated 

by Banks can just be recycled back to the 
customers.  This will drive economists mad !
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How can this be accomplished?
• Can social networks replace Bank staff?
• Social plays a role in new models – what's the 

role for Banks?

• Or is there a better way to provide Banking 
that levers social activity to provide guidance, 
assistance, and advice
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Message 2 – online banking is not 
adequate

• Boomers outnumbered!
• Gen X & Y require changed ways
• They require services to be fully online
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The Cluetrain effect
• Banks have tried to migrate transactions online 

and new products in branches
• But there is a disconnect ... branch staff are 

not online

• Cluetrain was written years go '99
– Networked customers
– Networked employees
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Small, iterative, incremental, steps ....  
• wesabe
• quicken.ca

37signals.com

Is this believable ?
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Wesabe

Setting up 
a will

Use only 
cash



 Colin Henderson - thebankwatch.com | 8th Feb 2007 14

Is this believable ?
• ebay
• amazon
• new ones

– wordpress
– wesabe
– Comscore
– immedia

• Verity Credit Union - 
who are V

• Wells Fargo
• Van City

• ... and best so far ...
• Ufirst 
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Message 3 – Local is natural way to 
start to build social financial services

• The answer may not be complete, but social is 
the right place to start, and within social, local 
could be a good starting point
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Who are “V”

Blog link from their site
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Change Everything – Vancity CU
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Student LoanDown – Wells Fargo
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Ufirst, Plattsburg, NY State

Flickr

Comments

Internet 
language
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Thank you!

Questions, thoughts

colin@thebkw.com
 
thebankwatch.com 
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