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Motivation for Report

 How consumers access financial services is evolving:

— Rapid increase in use of mobile banking and mobile payments in
only a few years

* These changes have the potential to affect consumer
finances and consumer behavior

* May also provide a means of promoting economic
inclusion and expanding financial access to the unbanked

or underbanked

* Report released March 2014

(http://www.federalreserve.gov/econresdata/consumers
-and-mobile-financial-services-report-201403.pdf)
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Survey Background

e Board conducted three consecutive surveys (in 2011,
2012 and 2013) to monitor these developments in
mobile finance and assess consumer
perceptions/expectations. Presented are the results
from the 2013 survey.

* Deployed by GfK to their nationally representative
probability-based online panel of respondents called
KnowledgePanel. For the 2013 survey:

— Data collection from December 6", 2013 to December
23rd 2013.

— Total of 2,657 respondents: 1,409 of whom had responded
to the 2012 survey and 1,248 were new respondents.
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Key Numbers

* Among all mobile phone users:
— 33% used mobile banking in past 12 months
— 17% used mobile payments in past 12 months

* Among smartphone users (62% of mobile phone
users)

— 51% used mobile banking in past 12 months
— 24% used mobile payments in past 12 months
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Change in mobile banking and mobile payments
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0% 10% 20% 30% 40% 50% 60%

Board of Governors of the Federal Reserve System




Change in mobile banking and mobile payments

Mobile banking users (smartphones)

51%

m 2011
m 2012
w2013

Mobile banking users

0% 10% 20% 30% 40% 50% 60%

Board of Governors of the Federal Reserve System



Mobile Banking

Mobile Banking uses a mobile phone to access your bank or
credit union account

You can use mobile banking by:

e Accessing your bank’s web page through the web browser
¢ Via text messaging
e Using a downloaded application
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Mobile banking by age
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Mobile banking by race
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Mobile banking by income
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In the last 6 months

When did you start using mobile banking?

6 to 12 months ago

31% 31%

1to 2 years ago More than 2 years ago I don't remember
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What was the main reason why you started using mobile banking when you did?

—

32%

| liked the convenience of mobile banking

| got a smartphone

My bank started offering the service

| became comfortable with the security of mobile banking

There is no bank branch or ATM near my home or work

Other

To receive fraud alerts or check my account for fraudulent transactions

*n=640
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Using your mobile phone, have you done any of the following in the
past 12 months?

m2011 w2012 w2013

90%
Checked an account balance or recent transactions 87%
93%
48%
Downloaded your bank's mobile banking app 49%
72%
42%
Transferred money between your bank accounts 53%
57%
26%
Made a bill payment using banking website or app 27%
44%
33%
Received a text message alert from your bank 29%
43%
21%
Located the closest in-network ATM for your bank 24%
41%
11%
Deposited a check using your mobile phone camera 21%
38%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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My banking needs are being met without mobile banking — 89%

| don't see any reason to use mobile banking _ 75%
I'm concerned about the security of mobile banking _ 69%
The mobile phone screen is too small _ 44%
I don't have a smartphone _ 44%
| don't trust the technology _ 35%
It's too difficult to use mobile banking Y 17%

I don't do the banking in my household _ 12%

My bank charges a fee for using mobile banking - 7%

I don't have a bank account F 4%

*n=782 T T T T T T T T T T 1
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Assuming that the concerns that you have about using mobile
banking were addressed, would you be interested in doing any of
the following activities with your mobile phone?

Check an account balance or check recent transactions _ 39%
Receive text message or e-mail alerts from your bank _ 29%

Transfer money between accounts

Download your bank's mobile banking app _ 26%

Deposit a check electronically using your mobile phone camera

Make bill payments — 25%

* n=782 T T T T T T
0% 10% 20% 30% 40% 50%

60%
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Age distribution for individuals who would not
mobile bank, even if their reasons for not mobile
banking were addressed

m18-29
W 30-44
M 45-59
m 60+
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Potential for Growth

* 12% of those not currently using mobile banking
think that they will probably use it within the next 12
months

 20% of those who don’t think they will adopt mobile
banking within 12 months indicate that they are
likely to do so eventually

* Higher rates of use among smartphone users imply
that as smartphone adoption grows so too will use of
mobile commerce
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Mobile Banking and

Consumer Behavior
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What kinds of alerts (text message or email) do you receive?

e

Low-balance alerts

52%

Statement available notification _ 49%
Deposit or withdrawal alert __ 41%
Credit card balance alerts __ 25%
Saving reminders __ 8%
Other _F 4%
*n=400 T T - - T T .
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Thinking of the most recent low-balance alert you received, which of the
following actions did you take after receiving the alert?

Transferred money into the account with the low balance

47%

Reduced my spending

Deposited money into the account with the low balance

None

*n=201 T T T T T T T T T T 1
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Mobile Payments

Mobile payments are purchases, bill payments, charitable donations, payments to
another person, or any other payments made using a mobile phone

You can make payments by:

« Accessing a web page through the web browser on your mobile device
e Sending a text message (SMS)
e Using a downloadable application on your mobile device

The amount of the payment may be:

« Applied to your phone bill (e.g. text message donation)
e Charged to your credit card
e Withdrawn directly from your bank account
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Mobile payments by age

Total
m18-29
Yes m 30-44
m 45-59
m 60+
No

o
[y
o
N
o
w
o
N
o
w
o
[
o
~
o
[o]
o
Vo]
o

100

Board of Governors of the Federal Reserve System



Mobile payments by race

Total

B White, Non-Hispanic

m Black, Non-Hispanic
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Mobile payments by income group

Total
M Less than $25,000
m $25000,- $39,999
Yes
m $40,000 - $74,999
m $75,000 - $99,999
® Greater than $100,000
No
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When did you start using mobile payments?
30% -
25%
25%
20%
15%

10%

5%

0%
In the last 6 months 6 to 12 months ago 1to 2 years ago More than 2 years ago I don't remember

*n=372
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What was the main reason why you started using mobile
payments when you did?

ke th conieience ofmobile paymerts I

(ot a smartphone | 2o
The ability to make mobile payments became available _ 14%

| became comfortable with the security of mobile payments _ 7%

other | 7
Refused to answer - 4%

To take advantage of loyalty or rewards points and discounts - 4%

A store | visit started offering the service F 2%

*n=372
n 0% 10% 20% 30% 40%
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Changes in types of mobile payments made (Among those who made mobile
payments)
m2011 m2012 m2013

36%
Made an online purchase
59%

Paid bills online through a mobile web browser or app 42%
64%
Scanned a barcode or QR code using mobile phone to make a mobile payment
Transferred money directly to another person's bank or other financial account
39%

Received money from another person's bank or other financial account

Waved or tapped my mobile phone at a cash register

16%
Made a payment using a text message 8%
14%
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Using your mobile phone, have you done each of these in the past 12
months? (Among smartphone users)

Made an online purchase

Used an app to receive loyalty or reward points

Made a payment using a text message

Paid bills online through a mobile web browser or app

Paid for parking, a taxi, or public transit using an app

Paid for a product or service at a store

Received money from another person's bank or other financial account

Transferred money directly to another person's bank or other financial
account

30%

13%

5%

24%

4%

17%

0% 5% 10% 15% 20% 25% 30%

35%
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When making mobile payments, which of the following payment
methods do you use?

—

42%

Debit card 54%

Credit card

Bank account 40%

Account at a non-financial institution 9%

General purpose prepaid card 5%

Other 5%

Charges to your phone bill 4%

1

0% 10% 20% 30% 40% 50%

*n=372

60%
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When you used your mobile phone to pay for something at a store, did you use
it in any of the following ways?

Scanned a barcode or QR code using mobile phone to make a mobile
payment

Used a mobile app that doesn't require tapping the phone at a cash register
or scanning a barcode to pay for a purchase

Waved or tapped my mobile phone at a cash register

Other

*n=206

39%
0% 10% 20% 30% 40% 50%
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Have you used any of the following mobile payment services in the past 12
months? (Among those who made a mobile payment and own a
smartphone)

—

Starbucks mobile payments 14%

PayPal In-Store Payment 11%

Google Wallet 7%

Square Wallet 5%

Tabbedout - 1%

Isis 1%

Dwolla 0.9%

LevelUp 0.1%

0% 4% 8% 12% 16%
*n=331
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Funding method for mobile payments

m2011 w2012 w2013

8%

Charged to phone bill

45%
Bank account 40%
40%
66%
Credit card, Debit card, or Prepaid card 68%
77%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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What are the main reasons you do not use mobile payments?

s casirt py with ashor s crecdebicord | -

I'm concerned about the security of mobile payments _ 63%
| don't see any benefit from using mobile payments _ 61%
| don't have the necessary feature on my phone _ 46%
I don't trust the technology _ 44%
| don't really understand all the different mobile payment options _ 37%
It's difficult or time consuming to set up or use mobile payments _ 34%
The places | shop don't accept mobile payments _ 27%

I don't need to make any payments or someone else pays the bills — 23%

*n=1,956 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
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Assuming that the reason(s) why you do not currently use mobile payments was
addressed, which of the following activities would you be interested in doing with
your mobile phone?

None, | don't want to use mobile payments 62%
Receiving/using coupons on your phone

Paying bills online

Receiving specials and discount offers

Buying goods or services online

Using my mobile phone to pay for purchases at a store
Using your mobile phone as a "virtual wallet"
Accepting payments from another person

Making payments to another person

Transferring money to someone in another country

Refused to answer

0% 10% 20% 30% 40% 50% 60% 70%
*n=1,956
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Age distribution for individuals who would not use
mobile payments, even if their reasons for not using
mobile payments were addressed

m18-29
m30-44
M 45-59
m 60+
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50% -

40% -

30% -

20% -

10% -

0% -

How likely do you think it is that mobile payments will become a
major way people make payments in stores in the next five years?
(Asked of those with mobile phones)

m 2011 m2012 m2013

41%

33%  33%

22%  22%

18%
17%  17%  17% 16% 16% :

13% 12%  12%
10%

Very likely Likely Unlikely Very unlikely Don't know
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50% -

40% -

30% -

20% -

10% -

0% -

If you were offered the option of using your mobile phone to pay
for purchases in store, how likely would you be to use it? (Asked of
those with mobile phones)

1% 1% 2%

| already use it

10%
8%

Very likely

6%

m2011 w2012 w2013

23%
19%
15%

Likely

44%  45%
42%

30%
27%

22%

Unlikely Very unlikely
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Do you plan to use your mobile phone to make a payment in a store
in the next 12 months? (Asked of those with a smartphone)

50% -
44%

40% -

30% -

38%
20% -
15%

10% -
2%
0% T | | |

Definitely will use Probably will use Probably will not use Definitely will not use

*n=1,145

Board of Governors of the Federal Reserve System



Would you or do you already like to use your mobile phone for any of the
following purposes, assuming they were made available to you?

Compare prices when shopping __ 34%
Track your finances __ 28%
To receive and manage discount offers and coupons __ 25%
To receive offers and promotions based on your location __ 19%
Organize, track, and store gift card§, memberships, loyalty and reward __ 15%
points
Refused to answer F 1%
0:% 1(I)% 2(;% 3(;% 4OI% 5(;%

*n=2,341
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SHOPPING WITH
MOBILE TECHNOLOGY
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Shopping Behavior Using Mobile Phone

m 2011 m2012 w2013

50% -
9 44%
42% 44%

40%
30%
20%
10%

0%

Used mobile phone to comparison shop over  Used a barcode scanning app on mobile Used mobile phone to browse product
the Internet while at a retail store phone while shopping at a retail store to find reviews or get product information while
the best price for an item shopping at a retail store
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Use of Smartphones when Shopping

W 2012 w2013

80% -

69%

70% -

60% -

50% -

40% -

34% 33%

30% -

20% -

10% -

74%

0% -
Scanned a QR code to obtain information Use of a mobile phone to compare prices
about a product on mobile phone while shopping has changed where purchase
was made
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Reading reviews on mobile phone while
shopping has changed which item was
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80%

70%

60%

50%

40%

30%

20%

10%

0%

Using Just-in-time Financial Information while Shopping

m 2012 m 2013

69%

53%

Used mobile phone to check account balance or available credit before
making large purchase

Decided not to buy item because of the amount of money left in
account or available credit
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Willing to allow my mobile phone to provide my location to companies | shop
with regularly so that they can offer me discounts, promotions, or services
based on where | am

35% -~ 33%

31%

30% - 29%
25% -
20% -

15% -

10% -

5%
) _J
0% -

Strongly agree Agree Disagree Strongly disagree

*n=1,365
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45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

Willing to allow my mobile phone to provide personal information to
companies | shop with regularly so that they can offer me targeted discounts,

3%

o

*n=1,365

promotions, or services

41%
38%

16%

Strongly agree

Agree Disagree Strongly disagree
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PERCEIVED SECURITY
OF MOBILE BANKING
AND PAYMENTS
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35% ~
30% -
25% -
20% -
15% -
10% -
5% -

How safe do you believe people's personal
information is when they use mobile banking?

32%

26%
. I

18%

17%

0%

*n=2,341

Very safe Somewhat safe Somewhat

unsafe

Very unsafe

Do you password protect your

80% -
60% -
40% -
20% -

0% -

*n=1,365

smartphone?

61%

38%

Yes
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2013

B Not a mobile banking user

Don’t know

Very unsafe
Somewhat unsafe
Somewhat safe

Very safe

mobile banking?

B Mobile banking user

56%

How safe do you believe people's personal information is when they use

Don’t know

Very unsafe

Somewhat
unsafe

Somewhat
safe

Very safe

2012

H Not a mobile banking user

B Mobile banking user

50%

52%
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How safe do you believe people’s personal information is when they use mobile
banking?

Mobile banking users

Don’t know

Very unsafe

Somewhat unsafe w2012
m 2013
52%
Somewhat safe 56%
27%
Very safe 15%
0% 10% 20% 30% 40% 50% 60% o .
Not a mobile banking user
Don’t know 50%

Very unsafe

Somewhat unsafe m 2012
w2013

Somewhat safe

2%

Very safe 2%
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do you believe people’s personal information is when they use a mobile
phone to pay for a purchase at a store?

w

%
How safe

2013

B Not a mobile payments user H Mobile payment user

Don’t know

Very unsafe

29%
Somewhat unsafe

Somewhat safe

Very safe
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Specific security concerns with mobile banking (Among those who
expressed a concern about security)

50% -
45%
40% -
30% -
25%
20% -
12%
10% - 8%
5%
2% 3%
- m B
0% — . . . .
Other Malware or viruses ~ Companies Someone using my Losing my phone My phone getting Someone All of the above
being installed on misusing my phone without or having my hacked intercepting my

my phone personal permission to phone stolen data

*n=538 information  access my account
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Specific security concerns with mobile payments (Among those who

expressed a concern about security)

60% -
52%
50% -
40% -
30% -
22%
20% -
0,
10% - 9% 10%
4%
1% 2%
0% — . __,_- . . . .
Other Malware or viruses Companies misusing Losing my phone or My phone getting Someone All of the above
being installed on my my personal having my phone hacked intercepting my
phone information stolen payment information
*n=1,258 or other data
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Key Takeaways

Use of mobile banking continued to increase

— Use of remote deposit capture has nearly doubled in past year (going from
21% of mobile banking users in 2012 to 38% in 2013)

Use of mobile payments broadly defined has been constant

— However, use of mobile phones to make point of sale purchases has almost
tripled in past 12 months (from 6% to 17% of smartphone owners)

Convenience is now a major driver of mobile financial service adoption
Concerns about benefits and usefulness main limiters of adoption

Security concerns about mobile financial services have increased over the
past year among both users and non-users
— Large shift from people not knowing how secure the services are to thinking
that they are unsafe

The use of smartphones while shopping continues to increase
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Contact Information:

Maximilian D. Schmeiser
Senior Economist

Federal Reserve Board

Phone: 202-728-5882

Email: max.schmeiser@frb.gov
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Mobile banking use by underbanked population

B Mobile banking user B Not a mobile banking user

Total underbanked population

Smart phone

Feature phone

96.7%
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Mobile banking use by underbanked population

B Not a mobile banking user B Mobile banking user

Total underbanked population

Smart phone

Feature phone
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