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Retail Banking is Changing =
Retail banking is experiencing intense activity and structural change

Jan. 2007

Retail banks can@ assume that the growth and
returns of the recent past will continue. Amid a
throng of banking competitors 7 including new
market entrants, forward-thinking incumbents
and non-banks i banks need to differentiate
themselves in ways that are not easily
duplicated. To restore confidence and realize
strong future returns, banks must set the stage
now. It will require uncommon innovation to
stand out from the crowd and adapt successfully
to marketplace demands.o

-September 2006, IBM Global Business Services
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Business Model Innovation =
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According to IBM Business Services, the winners in this upheaval are those that address
business model innovation

Operating margin growth in excess of competitive
peers.

(Percent compound annual growth rate over 5 years)
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Nafe: Companies over the last five years for each listed

parficipant fo iis fen closest peers in the Industry.
Source: Global CEOQ Study 2006.
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Future Innovation B

For retail banks that seek to innovate for the future, customer focus and collaborative
relationships are critical development pillars

The changing nature of innovation.
Features of historical innovation Features of future innovation

* Focus is on product and service innovation * Broad agenda includes business model innovation

* Development and technology driven * Customer and technology driven

Leadership and individuals play key roles, while R&D is one
of many processes that prioritize innovation

* Research and development (R&D) plays a
central role

* (Open and collaborative, across organizational and corporate
boundaries

* Closed and internal to the enterprise

* Technology is a differentiator * Technology and business integration are differentiators

38888

Source: IBM Institute for Business Value
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Technology Developments =
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IBM Business Services identifies four core new technologies for future innovation:
biometrics, mobile, RFID, and smart technologies

Growth in global new technology usage as a percentage of total global payments.
(Percent)
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Source: International Card Manufacturers Association; "RFID market to reach $7.26 billion by 2008, " [DTechEx, April 2005, International
Biometrics Group (IBG), press release by Chase; “Microcommerce will fransform the commercial landscape,” Gartner Research, December 2004
IBM Institute for Business Value.
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Innovation Infrastructure Development ==
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IBM& process for developing innovation is to assess market opportunities, determine company
capabilities, and then execute a strategic plan

Jan. 2007




