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Grande, Venti or Visa

 payments loyalty programs

One of the world's most recognizable companies traces its origin to a man who first learned about the coffee

business during his childhood in the Netherlands. There, his father ran a coffee roastery prior to World War II.

Furthering his knowledge of coffee after the war through an apprenticeship as a tea taster for a coffee and tea

company in New Zealand and the Dutch East Indies, this individual was extremely knowledgeable about coffee

by the time he emigrated to the US in 1955. Surprised by the poor quality of coffee, Alfred Peet began roasting

his own coffee in small batches and opened his own shop in Berkeley. Peet's Coffee, Tea & Spice quickly grew a

following of loyal customers, including Jerry Baldwin, Gordon Bowker and Zev Siegl - a trio of friends that Peet

took the time to teach his method of roasting coffee beans to. The trio would later move on to set up their own

coffee store in Seattle and name it Starbucks.

While a good cup of coffee is how most bankers start their day, what you probably really want to know is the

money side of things. We did some checking and found that Starbucks Rewards, the company's mobile wallet

loyalty program is extremely popular. So much so in fact, that Starbucks customers now have more money

stored on plastic cards and through its phone app than many large regional banks have in total deposits. In

short, the roughly 12mm members have a combined $1.2B stored with the pre-paid program for future

purchases according to data from S&P Global Market Intelligence (that was gathered for and analyzed by the

Wall Street Journal). Yep you did the math right - about $100 per person in the program.

Even more amazing perhaps, the program has grown incredibly fast. Just 2Ys ago Starbucks customers had

only $621mm stored with its prepaid cards and app - just under 50% of what it has today, according to

Bloomberg.

One of the ways Starbucks has successfully built up its rewards program is by promoting special offers that

users can only claim after they have spent a pre-determined amount of money. This tactic encourages

consumers to spend more money at the coffee chain. Additionally, like many other popular chains, the

company also allows users of its app to place their orders and pay before they reach a specific location. That

way everything is ready and waiting for them when they arrive. The customer gets what they want when they

want it - without being inconvenienced.

Much in the way that Starbucks has continually expanded its hold on consumers' wallets by constantly adding

new products and features - from the addition of hot and cold sandwiches, to seasonal items, high-end

drinkware and even beer and wine in certain locations - the company intends to bolster its mobile wallet

rewards program with the addition of a pre-paid Visa card.

Here, Starbucks recently announced that it plans to introduce a reloadable pre-paid Visa card by the end of this

year, which consumers will be able to use anywhere that accepts Visa. Much like traditional credit cards where

consumers earn reward points or refunds based on how much they spend each month, users of the Starbucks
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Visa, which the company is creating in conjunction with JP Morgan Chase, will allow users to earn points

through the company's Starbucks Rewards program.

It remains to be seen what sort of adoption rates this product could have, but suffice it to say that even at the

margin the coffee purveyor gains a bigger hold on consumers' wallets. We just thought you would like to know

as you sip your coffee.
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