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The one-to-one and interactive communication erabled by the Intemet effers seliers and providers
of services an unprecedented ability to learn abouc their customers and use this knowledge in their
e-commerce strategies. This ability is especially fruitful in che financial services industry, which is
quintessentially information-based and within which information technology advances are often

first urilized. Thomas Alva Edison invented the | issues. To gain some perspectives into the future
the University of Rochester’s William E. Simon

stock market ticker tape before he got around to
imventing the light bulb. The proprictary
electronic netwark, SWIFT, frst linked
micney market banks in New York City in
197 7—roday, it links thousands of institutions
in hundreds of countries with 2 nominal money
flow exceeding $4 wrillion dailyw.

Being at the forefront of technology adoption
for many wears, the financial services industry |

faces cutting-edpe technological and straregic |
izsues before other industries encounter similar i

i explore contemporary wpics and challenges in e

Graduate School of Business Administra-

tior: and sentor management at Citigroup

organized 4 series of international con-

ferences where execucives from leading

finarcial institutions, primary technol-

ppy vendoss, and academics gathered to
banking and c-commerce.

All major moner center banks have been

© struggling with the formation of winning strate-

gies that witl enable thiem to maineain cheir lead-

¢ ing positions in the industry against the warious

" banks and non-banks such as GE Capiral,

E*Trade.com, F-Loan, and Schrwab.com. Thesce
firms have successfully leveraged Internes tech-
nology o bypass the well-cstablished brick-and-
martar channels for financial services. In chis
special section we presenc five articles developed

Rajiv Dewan and Abraham Seidmann, Guest Fditors




... Being at the forefront of technology adoption for many years, the

- financial services industry faces cutting-edge technological and strategic

by conference participants thar provide an intrigu-
ing glimpse into the future of e-banking.

The Interner offers a new channel for distribu-
tion of financial services that is already affecting all
firms in the industry [1, 27 Te compete effectively,
the firras must employ new strategies such as por-
sonalizaton. “Customerizatior” of Web sites—
using Web sites to customize the enrise markering
process, as described in the article by Wind——goes
beyond recognizing customers and purting up 2
Web page with their account informarion. The cus-
tomized experience offered by such institucions

- runs the gamut from personalized messages, special

products, or bundles of products designed o fic the
perceived needs of the customer, integrated with
the customers’ lives. Such a customized experience
is technologically feasible but needs more market-
ing and scrategic analysis by firms. Alinkemer
shows how banks can provide 2 more personzlized
service by creative bundling of existing financial
products in his article “Bundling of E-Banking Ser-
vices." [n this scenario, customers easily find sets of
products thar werk together while firms gain an
opparmanity o market larger sets of products,

Custam tradable indices—a customized index-
based security trading mechanism designed o meet
the needs of individuals and small-business cus-
tomers—can: be the heart of 3 new breed of finan-
cial portals as shown in the article by Saatcioghu,
Stallaert, and Whinston. Large financial instito-
tions and other firms have already had the luxury
of having custom securities created for them.
E-commerce technology allows the bencfits of such

financial engineering to be provided to smaller
accounts at much lower costs,

While technology offers new opportunities e
banks, it also brings new challenges—non-banks
have begun to integrate financal] funcnions inm
their online offerings, and the competition among
banks has incensified because of increased reach
and transparency of enline offerings, Indeed. the
physical  distribution is giving way two the
supremacy of online content distribudon systems
{21. Holland and Westwood explain why this trend
is leading to an "economy of the stass™ in which
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rwo categories of banks surdve: a few jugpermaut
banks that enjoy scale economy and thus grow
larger and many smaller banlks that artend to niche
marlets. The medium-size banks have difficulty
competing with the technology enhanced cus-
remerization capabilities offered by the larger
banks and the personal touch of the smaller niche
players,

The success of e-vanking and e-commerce s
likely to come with an increasing cost to personal
privacy. All online interactions leave detailed audit
trails that continually depict a lacger portion of cur
“‘.‘_EE-. D'r'e]' [Ele p:ls’[ i{ﬂ"r‘." :i."l:\'lfﬁ W ha\-’E seehn m'ti[]}'
international political and legislatve efforts trying
to stem the tide of trading third-party business and
personal informadon. Ahituy takes a controversial
stand on that effory, claiming this bartle is already
over, We should realize thar we are In a new
world—the open informacion society—and Ahitey
argues that Crwells predicrion of the ever-warchful
big brother was not incorrect as much as just
Lo ea[’]:f.

We hope the articles presented in this section
will iaspire and inform your financial considera-
tions noeww and into the furure. H
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