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Chip Shortage Affects Bank Card Availability

®»

Summary: Post-pandemic supply chain shortages are affecting many areas,
especially computer chips. This could impact the availability of the chips used in
bank cards. Both card-issuing financial institutions and their customers would
suffer as a result. We provide the lay of the land and give you three ways to
mitigate the effects of the chip shortage proactively.

Potato chips were first made in Saratoga Springs, NY and so were called, “Saratoga chips.” The folk tale says
that NY chef, George Crum, made his fried potatoes extremely thin after Cornelius Vanderbilt sent his potatoes
back multiple times saying they needed to be thinner. While George thought that it would make Mr. Vanderbilt
realize he was being unreasonable, he loved them and the rest is history.

Potato chips are still in wide supply these days, unlike other types of chips. Post-pandemic supply chain
shortages are affecting many areas, especially computer chips. Now the shortage could impact the availability
of the chips used in bank cards.

Shortage cause and effects. The chip shortage that began this year has been linked to several causes,
including the pandemic-related slowdown in manufacturing and the high demand for electronic devices. One of
the first sectors to feel the shortage has been auto manufacturers, which have found themselves struggling to
obtain enough chips when supplies were sharply curtailed by orders for computers, tablets, and other devices
needed for the stay-at-home population. Some companies even resorted to over-ordering and hoarding due to
the uncertainty of last year, which worsened the issue.

Now, some payment card manufacturers are warning that they may not be able to secure the chips they need,
which could result in delays producing cards for financial institutions (FIs). The chip shortages could stretch out
until 2022, which can present a major problem for both customers and card-issuing financial institutions.

Possible disruption in transactions. Cards are used for everything from making purchases to using ATMs.
More than 10B chip cards are in circulation globally, and greater than 3B are issued annually. If customers can’t
get new or replacement cards, there could be breakdowns in their ability to make transactions.

Lost income for Fls. Another big problem caused by the chip shortage is the potential income lost for Fis. If
the number of cards issued decreases, there could be fewer transactions and with that, a decrease in income.

Community financial institutions (CFls) are being urged to band together to press their case to government
officials and suppliers. The goal is to get bank cards moved up on priority lists for chips, as they become
available. But, of course, every other sector is likely out there doing the same thing.

In the interim, we provide three ways to help mitigate the effects of this shortage on your institution
and your customers.

1. Inventory card needs. Audit past and current card usage and current inventory supply quantities to get
an accurate picture of the coming needs. Determine how many cards will be required and when. That can
help determine just how seriously the shortage will affect your institution.
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2. Contact suppliers. Discuss your projected needs with your suppliers and try to establish how and when
they can meet your needs.
3. Communicate with customers. Explain the problem and the difficulty in obtaining cards in the current

environment to your cardholders. Try to delay card reissuance, when possible, to extend the life of existing
cards.

The chip shortage poses an unusual and unexpected risk for bankers, one that you have little control over. But
by being proactive, you can gain a better understanding of the potential effects and plan accordingly.

IMPROVED EFFICIENCY WITH CHECK IMAGING FOR CANADIAN CASH LETTERS

PCBB’s enhanced cash letter service for Canadian checks can help your institution minimize its credit
exposure, increase operational efficiency, and deliver faster fraud notification. Learn more about our check
imaging for Canadian cash letters.

ECONOMY & RATES

Rates As Of: 07/26/2021 05:18AM (GMT-0700)

Treasury Yields MTD Chg YTD Chg
3M 0.05 0.00 -0.04
6M 0.05 -0.01 -0.04
1Y 0.07 -0.01 -0.04
2Y 0.21 -0.04 0.08
5Y 0.70 -0.19 0.34
10Y 1.26 -0.22 0.34
30Y 1.89 -0.19 0.25

FF Market FF Disc 10RB
0.10 0.25 0.15

SOFR Prime OBFR
0.05 3.25 0.08
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