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Bank One to end failing Wingspan 

BYLINE: By Delroy Alexander, Tribune staff reporter.  

BODY: 

WingspanBank.com, Bank One Corp.'s ambitious Internet-only bank, fell to earth Thursday after its parent lost patience with the money-losing venture.

Chicago-based Bank One said it would fold 2-year-old Wingspan's 225,000 customers into its corporate online banking business this fall, ending its attempt to build a stand-alone Internet brand.  

The nation's fifth-largest bank holding company said the new Consumer Internet Group, headed by former Wingspan boss Michael Cleary, would integrate Wingspan's services into its larger Bankone.com operation. The company said most of the nearly 100 Wingspan employees had been reassigned.

"This will allow Bank One not only to better meet the needs of our customers, but also to accelerate greater efficiency and profitability within all of Bank One's Internet operations," said Chief Executive Jamie Dimon, who had been expected by many observers to fold Wingspan since he took office in March 2000.

Bank One said it hasn't decided if any online services would be withdrawn from Wingspan customers as a result of the switch. Wingspan offered such services and products as checking and savings accounts, credit cards, home loans and online bill-paying.

"I don't think customers will see a difference in the overall service level," said Jim Bruene, founder of Online Banking Report, an industry newsletter. "Most of the 225,000 were credit card customers anyway. Changing a credit card is a relatively painless process these days."

Bank One was widely praised when it became the first major U.S. bank to start an Internet-only bank in June 1999, pumping roughly $150 million into the operation. Then-CEO John McCoy was an early proponent of Internet banking, which he saw as the way people would get financial services in the future as well as a quick, inexpensive way for Bank One to grow and attract new customers.

Lower costs let Internet-only banks charge lower fees and pay higher rates on deposits, but they have failed to win over legions of customers. Initially, Bank One officials had expected Wingspan to be profitable in its second year and add millions to the company's bottom line by its third year.

"WingspanBank.com struggled to meet lofty expectations," said Gomez Advisors industry analyst Chris Musto.

In a last-ditch attempt to revive its ailing operations, Wingspan raised customer fees in January for a range of online services. The move proved too little too late, analysts said.

Most major banks have succeeded in attracting customers to use online services, which are far cheaper than teller transactions. The number of households accessing their accounts through a computer nearly doubled last year to more than 12 million, and Bankone.com, which allows online account access and other services to regular Bank One customers, has roughly four times as many customers as Wingspan.

Only two of the nation's 10 biggest banks, Bank One and Citigroup, opted to launch a stand-alone model. Citi f/i also was subsequently folded into the corporate operation.

Overall, Internet banking adoption has disappointed some of its proponents, with many customers preferring the perceived security and convenience of brick-and-mortar branches and sizable ATM networks. And, Musto noted, Wingspan lagged several of its Internet-only competitors.

The largest Internet-only bank, E*Trade Bank, a unit of online brokerage E*Trade Group, has about 350,000 customers and $12 billion in assets, which fails to place it among the nation's 50 biggest banks. Another of the biggest Internet-only banks, NetBank, has managed to churn out profits for 12 consecutive quarters but has only $2 billion in assets.

"Internet banking is here to stay but is predominantly a lead-in to an overall relationship with a bank," Musto said.

He said stand-alone Internet banks such as Juniper Bank--which was set up by former Bank One executive Richard Vague, who helped launch Wingspan--have survived by concentrating on niches, such as cross-selling and attracting credit card customers.  
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