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New rule on customer funds in place

A federal rule adopted Monday places tighter
restrictions on how trading firms can invest cus-
tomer money. The action comes amid an in-
vestigation into whether failed brokerage MF
Global illegally tapped clients’ accounts. The
Commodity Futures Trading Commission final-
ized the rule that prohibits firms from using
money from customer accounts for certain in-
vestments. ... Two former employees of MF
Global have sued its top executives and directors,
including ex-CEO Jon Corzine. Monica Rodriguez
and Cyrille Guillaume say the executives lied
aoout Mr LIopars Mnnances ana encouragea
workers to put savings in company stock. They're
seeking class-action status for everyone who got
company stock as a benefit after May 2010. A
Corzine spokesman declined to comment.

Service sector expands at slower pace

The Institute for Supply Management said its
index of service sector activity fell to 52 in No-
vember from 52.9 in October. Any reading above
50 indicates expansion. ... The Commerce De-
partment said factory orders fell 0.4% in October.
September’s 0.3% rise was revised to a 0.1% drop.
Briefly ...

Clear Channel Radio is getting into the daily-
deals business in a partnership with Cumulus
Media. Clear Channel will add Cumulus’ 570
radio stations to its iHeartRadio online listening
service. In exchange, it will share in financial
benefits of Cumulus’ daily-deals business, Sweet-
Jack. Clear Channel owns about 850 stations. ...
Hedge fund founder Raj Rajaratnam reported to
the Federal Medical Center prison in Devens,
Mass., on Monday to begin his 11-year sentence.

From Associated Press reports
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European nations’ debt ratings at risk

15 countries face a
50-50 chance of a
downgrade, S&P says

By John Waggoner
USATODAY

Standard & Poor’s warned Mon-
day that 15 European countries —
some with the highest AAA rating —
could face a credit downgrade on
government debt.

Lower credit ratings mean those
countries would have to pay higher
interest on their loans, adding to
Europe’s debt woes. A major slow-
down in Europe could depress the
economy and stock prices in the U.S.

S&P said it would try to conclude
its credit review as soon as possible
after the European Union summit
scheduled for Thursday and Friday.

S&P said 15 of the 17 eurozone
countries faced a 50-50 chance of a
credit downgrade. AAA-rated Ger-
many, the Netherlands, Austria, Fin-
land and Luxembourg could see
their ratings cut one notch; ratings
on the remaining 10, including AAA-
rated France, could fall as much as
two notches. Cyprus is already on
credit review, and Greece’s debt has
a high-risk rating.

S&P listed five reasons for its
warning:

» Borrowers' increasing difficul-
ties getting loans in the eurozone.
European banks are trying to shore

» France, Germany push for
treaty change, 3B
» Could E an debt crisis
seep into Asia? 3B
up their balance sheets, which
means they have less money to lend.
Non-European lenders, such as
U.S. money market funds, have be-
come worried about getting repaid
on their loans, and slowed down
lending, as well. Fewer loans mean
slower economic growth in Europe.
» Markedly higher yields on some
eurozone bonds, even on some is-
sued by AAA-rated countries. Inves-
tors demand higher yields when
they think the risk of default is in-
creasing. As those yields rise, it be-
comes harder for debt-strapped Eu-
ropean countries to pay interest.

» Disagreement among policy-
makers about how to resolve the
European debt crisis. If the Euro-
peans don't come to an agreement,
countries might leave the eurozone,
crippling the value of the euro, the
pan-European  currency.  “That
would be devastating for the global
economy,” says Kathleen Gaffney,
co-manager of Loomis Sayles Bond
fund.

» High debt levels in govern-
ments and households in the euro-
zone. Greece has defaulted on some
of its government debt, paying 50
cents on the dollar. Debt burdens
become more onerous as interest
rates rise and economies slow.

» Rising risks of recession in
Europe.

By Jae Yang and Paul Trap, USA TODAY
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Fas(er.ACabbie David Mendoza uses a Square Reader to process a fare in San Francisco. Square is
becoming a common tool for small and non-traditional businesses to conduct transactions quickly.

Small businesses
make Square deals

Diminutive credit
card-processing device
helps speed cash flow

By Jon Swartz
USATODAY

SAN FRANCISCO — Cabbie David Mendoza
reaches for his iPhone and plugs in a spiffy
Square Reader to process a ride’s fare.

“When customers see it, they either say ‘What
is that cool device?" or ‘Hey, that's Square,’ " says
Mendoza, 32, who used to struggle with a bulky
payment device that was slow to pay him and
hard to store records on.

Within a week of using Square, Mendoza was
sold on the device — as were his customers,
many of whom would rather pay with a credit
card instead of cash. “I wanted simple, and got
it,” says the cab driver.

Mendoza is one in a growing legion of devo-
tees to Square, a credit card-processing compa-
ny co-founded by Twitter inventor Jack Dorsey.
Merchants nationwide have snapped up the
small, white plastic device to quickly and in-
expensively accept payments.

Despite a struggling economy, Square has
found a lucrative niche among small businesses
and is becoming a go-to fixture for a variety of
companies — from those hawking quirky goods
to vendors at local farmers’ markets. Even some
Salvation Army bell ringers collect charitable
donations via the Square Reader.

This year, Square, which makes its money by
collecting transaction fees, has helped mer-
chants process sales for $2 billion worth of

Easier: Mendoza previously struggled with a
bigger transaction apparatus that was slow to
pay and difficult to store records on.

luxury goods, such as jewelry, and for special-
ized services, such as massages, and even good-
ies at vegan-doughnut shops. The average pur-
chase on Square: $75.

But Square faces formidable competitors and
major hurdles to becoming a force with big
retailers and corporations. “While Square is
new, it’s just facilitating a 50-year-old payment
mechanism — mag-stripe cards,” says Nick Hol-
land, an analyst at market researcher Yankee
Group.

Mobile-payment transactions are expected to
nearly double this year, to $86.1 billion from
$48.9 billion in 2010, according to market re-
searcher Gartner. Worldwide mobile payment
users, meanwhile, will swell 40%, to 141.1 mil-
lion in 2011, from 102.1 million in 2010.

Please see COVER STORY next page »

Tech giants
offer help on
search ads

Growing market means Google
vs. Microsoft rivalry heating up

By Byron Acohido
USATODAY

Small-business owners take heed. If you've
ever thought about advertising your company
on the Web, some tech giants are offering help,
much of it for free.

Google, Microsoft and Yahoo — whose bot-
tom lines depend on selling ads linked to search
results — are pouring millions of dollars into
initiatives to demystify search-based ad cam-
paigns and help small advertisers make the leap
to pay-per-click advertising.

Several drivers are at work. The U.S. search
advertising market is expected to hit a record
$14.4billion this year and swell to $17 billion in
2012, according to research firm eMarketer.
Microsoft and Yahoo, as search advertising
partners, aim to increase their combined 30%
slice, while Google intends to keep a tight grip
on its 65% share, according to research firm
ComScore.

Each wants to compel local businesses to
purchase those sponsored links that appear
alongside search query results on Google, Mi-
crosoft Bing and Yahoo Search.

“Small advertisers are critically important,”
says Kevin Lee, CEO of search consultants Didit.

However, it's all too easy for novices to be-
come befuddled, says Larry Kim, chief technol-
ogy officer at advertising consultants Word-
Stream. The advertiser must bid, auction-style,
for certain words and phrases related to a
product or service that a consumer might type
as part of a search query.

Payments are then calculated for each click
on a sponsored link.

Small advertisers often waste money on
poorly executed campaigns, Kim says.

So Google recently launched AdWords Ex-
press, a paid service that manages search ad
campaigns for small advertisers.

It also introduced free phone support for
advertisers and free help designing mobile
websites and pitching products within its Goo-
gle+ social network.

Microsoft is doling out incentives for con-
sumers and advertisers to switch to Bing and
AdCenter, which supports ads on Bing and
Yahoo Search.

Bing users can earn credits redeemable for
products, gift cards or charitable donations
through the Bing Rewards lovalty program. And
Microsoft has been distributing coupons worth
as much as $200 in click credits to entice small
advertisers to try AdCenter.

In the past month, Traci Lester, electronic
marketing specialist at tech training firm ASPE,
has diverted a portion of her company’s ad-
vertising budget to AdCenter.

“I'm definitely Google-biased,” says Lester.
“But if you're serious about pay-per-click ad-
vertising ... you'd be missing a huge market if
you're not advertising on Microsoft.”
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More businesses leap to mobile payments

Continued from 1B

Others have taken note of the
trend lines. Google is the latest
company to jump into the fray,
joining PayPal, Intuit and scores
of others. “It is a gold rush,”
Holland says.

Squaring up

Since its device and app be-
came available last year, Square
has gained more than 800,000
customers, who typically pick

up Square free

COVER thmugj;1 its web;lte

or with a rebate

STORY from retail stores
including Apple, Best Buy, Wal-
Mart, Target and RadioShack.

Smaller businesses primarily
use Square's device, which plugs
into the headphone jacks of mo-
bile phones and tablets, to per-
form transactions.

The start-up has grown quick-
ly by raising capital from the
likes of Visa and venture capital
firm Kleiner Perkins Caufield &
Byers and enlisting heavy-
weights such as Sun Microsys-
tems co-founder Vinod Khosla
and former U.S. Treasury secre-
tary Lawrence Summers to its
board of directors.

When Square landed $100
million in funding in June, some
analysts pegged its market value
at more than $1 billion. Virgin
Group head Richard Branson in-
vested an undisclosed multi-
million-dollar amount in No-
vember.

Square's card reader and apps
have caught on because of the
“transparency and simplicity”
the company has brought to
transactions for businesses, says
Keith Rabois, Square’s chief op-
erating officer.

Customers who purchase
smartphones at Best Buy often
pick up a Square Reader in the
process, says Robert Stephens,
chief technology officer at the
retailer.

The feisty, 200-person private
company based here has no in

tontinn of coding ite nlare ac a

Mobile transactions
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customer spends money at par-
ticipating businesses.

Google also ties in its Grou-
pon-like service, Google Offers,
applying any discounts to the
purchase with a simple wave of
the NFC-enabled device.

“We work with existing
(cash) registers as a comple-
mentary technology,”  says
Marc Freed-Finnegan, senior
business product manager for
Google Wallet. Some 140,000
merchants use the service, in-
cluding the Gap, Jamba Juice

» PayPal is the leader in mo-

Androi

and Foot Locker.
53%  November 2010 November 2011
Source: ThreatMetrix B ris inkage, Aoy Dile p

that more Americans than ever
will buy smartphones and tablet
computers this year, raising con-
sumer electronics sales 5% to a
record $190 billion in 2011, says
the Consumer Electronics Asso-
ciation.

Yet the mobile-payments
market is growing more slowly
than  proponents expected,
Gartner say. Mass-market adop-
tion for such payments is at least
four years away.

Less than 6% of US. adults
online have used any type of
mobile payment, although more
are expressing interest — 18%,
up from 11% in 2008, according
to a Forrester Technographics
survey this year. But consumers
who do use mobile payment
technology are regular users, the
survey found.

A look at some mobile-pay-
ments competitors:

» American Express’ Serve

digital-payments platform al-
lows person-to-person  pay-
ments on mobile phones, online
or at merchants that typically
accept regular AmEx cards.

» ClearXchange, a joint ven-
ture of Bank of America, Chase
and Well Fargo, lets bank cus-
tomers make person-to-person
payments using an e-mail ad-
dress or mobile phone number.

» Google in September intro-
duced Google Wallet, a platform
that uses Near Field Communi-
cation (NFC) wireless technol-
ogy for one-tap payments. By
some reports, the market for
NFC — which Square does not
utilize — is expected to grow,
with an increasing number of
smartphones embedded with
NFC chips inside.

Google’s Wallet application
incorporates its own type of loy-
alty program, tailored to auto-
matically apply rewards when a
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, with a projected
$35 billion this year, vs. $750
million in 2010. It boasts 103
million active users, and in the
next 12 to 24 months, it plans to
unveil technologies that give
consumers the choice to “swipe,
enter or tap” mobile devices
when they pay.

In the past two years, con-
sumers have become more
comfortable making payments
with mobile devices, says Sam
Shrauger, vice president of glob-
al product and experience at
PayPal.

» Intuit's  GoPayment has
partnered with Verizon Wire-
less and AT&T to roll out a mo-
bile payments strategy for its 8
million small-business custom-
ers that generate $2.6 trillion, or

Square moves to boost size of customer base

Square

Pay: Square's Card
Case application for
iPhone or Android
smartphones

nearly one-fifth of the U.S. GDP.

» Website WePay lets anyone
send bills, sell tickets or accept
payments. No merchant ac-
count, website or programming
is required.

» V.me by Visa lets consum-
ers make mobile payments and
shop online with a user name
and password instead of enter-
ing a 16-digit card number and
shipping/billing address. V.me
will integrate Visa's NFC tech-
nology, Visa PayWave, which it
has also licensed to Google Wal-
let and Isis.

It adds up to stiff competition

In the past few months, Square has
taken steps toward serving larger
businesses:

» Last month, Square said its read-
| er and app now works wirelessly
with cash drawers and receipt print-
ers that merchants already own. The
Square Register, available since May,
turns iPads into cash registers.

» An update to Square's app for
i0S and Android, also available in
November, includes the ability to
automatically provide loyalty dis-
counts for regular customers.

» Square's recent Card Case appli-
cation lets consumers “Pay with their
Name” at nearby merchants. Card
Case uses location data to determine
where a user is so that person can
pay for things using credit or debit
cards linked to a Square account.

for Square which — despite big
investments and a high-profile
board — is “not on the radar,
(from) a global retail perspec-
tive,” says Matt Kaden, senior
associate at investment-banking
firm Net Worth Solutions. “To be
fair, it is focusing on individual
entrepreneurs and pop-up type
shops.”

Compelling as Square is, it's
unclear what impact it will have
on traditional payment systems,
says Internet analyst Greg Ster-
ling.

He predicts Square will be ac-
quired or go public.
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It took 200 years to
create this set.

It only takes 10 seconds to recognize why

Washington crossing the Delaware. Eisenhower launching D-Day. Kennedy rescuing the
crew of the PT 109. These men made history.

Tu celebrate the bicentennial of America, the 1.5, Mint struck special proof sets
or two years honoring six of our greatest American presidents

At the time, it would have taken you two full years to obtain the six
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