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g Offers for User Group Members:
Special Offer — Readiris Pro 17 for macOS: 30% Discount

Special Offer —TidBITS Content Network:Trial Offer

Special Offer - EverWeb by RAGE Software: 50% Discount - Updated Link
Special Offer - Take Control Books: 30% Discount on All eBooks

Special Offer - Teams ID, a Password Manager for Teams: 33% Discount
Special Offer - Eltima Software: Up to 60% Off OS X Apps

Special Offer - Opus ][ Complete Collection: 25% Discount

Special Offer - AgileBits |Password 6 Subscription: 25% Discount

Special Offer - TechTool Pro 9.5:20% Discount

Special Offer - Noteboom Tutorials: 33% Off Annual Memberships

Special Offer - Prosoft Engineering: 25% Off

Special Offer - Que Publishing Products: 35-45% Discount

ANNUAL GENERAL MEETING - AGENDA

I.Apologies for absence

2. Minutes of 2017 AGM (tabled)
3. Chairman’s Report
4.Treasurer’s Report

5. Election of Committee Members.

Chair - Christopher Mahon
Secretary - Tina Jacobs
Treasurer - Pietro Falcone

Membership Secretary - Pietro Falcone
Webmaster - Craig Jobbins

Newsletter - Maurice Baker

Technical Officer - Alastair Whitehouse
Communications and Social Media - Vacant
Committee Member - Martin Kelly

6.Any Other Business

Questions from the floor




Ap Ie Card More than just a
cr |t card

pple has already made big changes to
how we buy things, now that it's possible

to use Apple Pay to check out with a

flick of the wrist or a press of a button. And Apple

Pay has significant competition, with Google and
Samsung promoting their own mobile payment

systems, so many transactions that used to require

plastic and signatures are now virtual. Apple Pay
alone is on track to process 10 billion transactions
this year

Apple’s recent announcement of the new

Apple Card service may at first blush seem like just
another added feature—now Apple Pay can have a

line of credit. But it's possible that this will impact
the credit card industry almost as profoundly as
how Netflix affected Blockbuster when it started
sending DVDs in red envelopes.

How Apple Card Works

Apple Card is a credit card that lives in your
Wallet app, supplemented by an unusual physical
card. The application process will be built into the
app when Apple Card becomes available in the
United States sometime in the middle of 2019—
no mention was made of other countries. Apple
Card accounts work only for individuals; multiple
cards aren't supported.

Apple Card uses two different methods of
payment, Apple Pay and the Mastercard network.
As with current Apple Pay transactions, there's no
permanent number associated with your account,
and therefore no number printed on the physical
card—the Wallet app generates a unique number
for every transaction, which happens behind the
scenes.

For Mastercard transactions—which you'll use
whenever purchasing from a vendor that doesn't

take Apple Pay—a tap on the card in Wallet brings

up your card number, expiration date,and CVV
security number: These are assigned when you
open the account, but for security purposes, you
can recycle those numbers and get issued new
ones at any time, right in Wallet.

You'll need the physical card only when making

purchases in person at vendors that don't accept
Apple Pay—the card has both a chip and a
magnetic stripe. Left unclear is how the magnetic
stripe works when you can change the number

virtually. Historically this would require writing the

new number to the magnetic strip, but perhaps
some networking magic pulls the latest number

from Apple Pay at the time of purchase.

Bring up your Apple Card account in Wallet,
and you'll see the kind of data you'd expect
from a credit card Web site, combined with
financial analysis and presented with Apple
design. The launch screen shows you your
balance and available credit, a thumbnail chart of
your recent purchases, and a reminder of when
the next payment is due. All your purchases are
automatically categorized (it's unclear if you'll
be able to set your own) for grouping in multi-
colored graphs so you can see what you've
spent on restaurants or car expenses. The
report also automatically includes weekly and
monthly charts and summaries.

Categorized Apple Card spending in the Wallet
app

It's at the transaction level that the Apple
Card interface has some real wow factor:
pull up your transactions, and each one will
be clearly described instead of showing the
incomprehensible abbreviations that sometimes
appear on statements. It even shows logos for
known vendors.Tap a transaction, and a map
comes up showing you where you made the
purchase—good for a reminder of what you
purchased, or evidence to dispute a charge.

“pull up your transactions,
and each one will be clearly
described instead of showing the
incomprehensible abbreviations
that sometimes appear on
statements.”

Behind the pretty pictures, Apple Card's
financial features are quite different from what
you may be used to. During the presentation,
Apple said that there are no fees, period: no
annual fees, no late fees, no cash advance fees,
no over-limit fees. Plus, Apple said, and this is
worth quoting,‘our goal is to provide interest
rates that are among the lowest in the industry.”
Even if you miss a payment, your interest rate

continued on page 3
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continued from page 2

won't go up.

When you make a payment, which you do
through the Wallet app, you can use a calculator that
lets you set a payment less than the full amount, and
shows you what the resulting interest charge will be.
Obviously, it's zero if you pay the full amount every
month, but otherwise, you'll know precisely what
you're being charged to carry over debt. The slider
includes suggested amounts to pay: carry a large
balance and the circle is red, pay a decent chunk and
it shifts to yellow, or pay most or all of it for green.
You'll always know when the payment is due: it's the
last day of the month, for everyone.

Apple Card interest calculations

The Wallet app will also provide “smart payment
suggestions” meant to help you lower your interest
charges or manage your money better, such as
setting up multiple monthly payments timed to
your paychecks. Wallet will prompt you that more
frequent payments will lower your interest charges—
which implies that interest accrues daily since the
more standard monthly accrual method doesn't
lower the interest you'll owe if you pay a week early.

Instead of points, rewards, or other incentive
programs, Apple Card offers cash back—same-day
cash back, called Daily Cash. You'll be credited 3% for
purchases with Apple (including the App Store), 2%
for other Apple Pay transactions, and % when using
Mastercard. You can apply Daily Cash to the card
balance, use it for any other purpose within Apple
Pay, or send to a bank account, and there’s no upper
limit on how much you can receive.

Fraud protection is built in by sending you a
notification whenever a charge is made, which is
commonplace with other credit card apps. But other
apps don't give you a button to tell Apple the charge
was unauthorized—Apple claims it'll then take care
of it without bothering you further—and most don't
offer a live 24/7 text chat in Messages you can drop
into for any other problems. (Those who do don't
offer Apple's no-wait promise.) It seems likely that
Apple is leveraging the still-in-beta-since-iOS-11.3
Business Chat service. The prominence of the chat
suggests that if you prefer to get a human being on
the phone, well, good luck.

Their other major security feature is mind-
blowing: much as Apple can't read your iMessage
conversations in real-time, the company says that it
knows nothing about your transactions, their size,
location, or any other metadata. That's all handled
by Apple Card’s banking partner; Goldman Sachs.
The Wallet app stores all of this information locally
to make graphs and show you the details you want.

Apple hasn’t said whether you'll be able to
delete locally stored transaction data for
security purposes, but the only way to get to it
or any purchase capability is with Touch ID or
Face ID. What Apple has done here is create
a purchasing platform where Apple itself isn't
part of the loop.

Most likely, this is done with end-to-end
encryption from Goldman Sachs servers
through Apple to your iOS device. Apple
is warranting that Goldman will use your
transactional data only for account purposes
and will never share or sell it to third
parties. That's a sweeping statement for
one corporate partner to make on behalf
of another and puts Apple on the hook
both for Goldman's deliberate actions and
for any errors or attacks that disclose data.
[t's a shockingly user-friendly move in the
context of the credit card industry, as is giving
up the rich data mine of information that
these transactions create. Beyond that, the
engineering commitment necessary to present
the data Wallet has to process, in a way that
exposes none of it to Apple, is stunning for a
dozen technical reasons. The privacy promises
Apple is making required massive effort,
indicating that this is a true company value
rather than a marketing maneuver.

How Apple Card Might Change Consumer
Credit

In fact, scratch the surface, and there's
quite a lot that's stunning about these Apple
Card policies. What appear to be a few
user-friendly features could have massive
ramifications.

Purchasing Decisions and Interest Rate
Calculations

One key thing to understand about
financial technology is that the tools we use
affect the purchases we make. If you pay with
your watch versus pulling out a card, you'll
buy different things—more accurately, you'll
buy more things because you're bypassing
psychological barriers involved with cash and
plastic. There's a reason Amazon patented
one-click purchasing.

Likewise, the data you have affects your
behavior. How long do you spend deciding
whether to make a $500 purchase and is that

continued on page 4
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more time than it took you to add a $500 option

to a $40,000 car? The price of the car inclines you
to think differently about the $500—especially if it
becomes less of a blip in a monthly payment. This
effect is called priming.

The credit card industry is geared around
getting you to pay more and to never be quite
clear on how much more. Say you buy a $600
item because it's on sale for $500, and you use a
credit card because it's outside your immediate
budget. That amount might cost you $10 in
interest each month—carry that balance for a yean,
and that sale purchase was silly. The $100 came
out of the retailer's pocket and went to the bank
(with a little extra), so the bank doesn't want you
to think of it as an added cost for that purchase. It's
just a fee. Meanwhile, you “saved $100" and are

inclined by this thinking to do so again in the future.

If you know the basics of personal financial
management, you know that this kind of thinking is
not merely irrational, it's dangerous—the slippery
slope to crushing debt loads. But this isn't about
rationality. The psychological effects that the credit
card industry triggers are hardwired—chimpanzees
in primate labs demonstrate the same irrational
financial behaviors we do (substituting grapes and
sugar water for folding money).

Apple is upending this by dropping all fees and
by telling you precisely what it will cost you to
underpay your balance. Having that information
primes you to make different choices—you'll know
from the slider and suggested payment plans that
$500 out of the budget this month is an extra $10
next month, and that same $10 every month until

you pay it off.

Consumer advocates have been fighting to
force credit issuers to provide this information
for years, but the best they've been able to get
out of regulators are those 40-page pamphlets
that no one reads. Their biggest victory to
date has been the summary box on every
application and acceptance letter. Like an FDA
ingredient label on food, it boils down the
most salient costs of the card. But a consumer
needs non-trivial math skills to understand this
information—if your card has a 24.9% interest
rate and a late fee of $25, how much interest
will be added and what will your balance be
in 3 months if you pay off half your balance?
This involves compound interest—even math
whizzes usually need a spreadsheet to calculate
it. Apple Card brings those skills to the masses.

This difference is crucial. Earlier; | introduced
good credit practices by saying,"if you know the
basics of personal finance management.” The
fact is, very few people do. We routinely use
credit instruments where calculating interest
requires a spreadsheet and knowing how and
when to raise a decimal to the twelfth power; in
a country that routinely prints a suggested 20%
tip calculation on restaurant receipts because
people don't know it means “divide by 5" It's
not an overstatement to say that some credit
card issuers prey on their customers' ignorance
and exploit normal but irrational human
behaviors. Apple turns this upside down: Apple
Card and Wallet subtly teach you about credit
and create virtuous feedback loops that likely
improve your behaviors on an unconscious
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continued from page 4

level. It's the same priming, but on the side of the apps that require ongoing subscriptions. Now

angels for the first time. consider the free services Apple provides,
Once Apple starts doing this, the question for such as iCloud password and calendar syncing,

every other credit card issuer in the country will which could also be suspended at the same

become,"Why don't you?” And because this is time or at a later date for customers who still

part of a free-market competition between private haven't paid.

companies, those in favor of minimal regulation of the Apple doesn't need your late fees. Apple

financial industry can do nothing about it—Apple has  could apply pressure in other ways to make
moved it from a political issue to a consumer feature.  sure Apple Card is the first card you pay.

The Implication of No Fees Does Apple Really Intend to Lower Interest?
Apple gets to look extremely generous with | am more skeptical about Apple’s claims
its Apple Card fee structure. It's a compelling that it wants to be generous regarding interest.

argument to switch from more expensive cards with  The business of lending money is all about

complicated reward structures to no fees and daily interest. Goldman Sachs isn't interested in a

cash back. So one might ask—why? Does Apple hate partnership with a charity.

money? Part of the answer lies in the unannounced
The answer involves some psychology and some  details of what merchants will pay. When

microeconomics. Credit card issuers usually want you buy something with a credit card, the

to find the right customers. Customers who carry merchant typically pays 2—3% to the credit

no debt are potentially money losers, eating the cost  card issuer: (That cost is generally built into

of the rewards and paying no interest, which is why the overall price of the purchase; it's why gas

high-reward cards have annual fees. Customers who  stations advertise separate cash and credit
carry a lot of debt run up huge interest, which is great  prices.) Another smaller deduction is made for
for the issuers... unless those people go bankrupt. the credit card processor—for example, CNN
[t's no longer possible to walk away from debt via reports that Apple currently makes under |
bankruptcy the way you once could, but credit card cent for each Apple Pay transaction. Multiply
issuers still get pennies on the dollar The sweet spot, by 10 billion transactions, and that's some
toward which these companies herd their customers, nice money. But it's nothing compared to a

is where the credit card issuers are extracting as percentage of the transaction.

much profit as possible without pushing too many Apple is still the processor of payments
customers into bankruptcy and turning future revenue that take place over Apple Pay, but it also
into written-off unpaid debt. That's why there are has a relationship with Goldman Sachs for
due dates, minimum payments, and late fees—they Apple Card charges. Financial news coverage

ensure a regular flow of income from even the biggest is saying Apple will now share in the issuer
debtors because they are incentivized to avoid more  fees that Goldman Sachs receives from the
fees. merchant, and maybe other revenue. Let's
What's the incentive to pay off the Apple Card, by  assume Apple will make a % profit after

comparison! Why even have a due date, if there are  shouldering business costs and its share of the
no fees for being late? (That is, no additional cost over 2% rebate to cardholders. The average credit
and above the increasing interest that happens every  card charge in the US is $93, which means
day the debt is carried. It's just that the due date isn't  Apple makes less than | cent on Apple Pay,

special.) but 93 cents for whatever fraction of 10 billion
Here is where Apple gets to exercise its power transactions end up being paid through Apple
in an interesting way: miss a normal credit card Card. That's a strong incentive for Apple to
payment and it costs you money, but miss an Apple sign up as many customers as it can safely
Card payment and every Apple device you own manage.
might degrade in service. Just as failing to pay for Merchant fees also make it easier for
iCloud prevents any new uploads to your paid iCloud  Apple to promise lower interest rates to
storage, Apple could deter you from going into consumers—but there are some indicators
arrears on Apple Card by affecting everything you in contradiction to the company’s marketing

do with an Apple ID. If you're paying for other Apple  promises. Apple did not announce rates at
services, you might also lose access to Apple Music, be its presentation, but they are available in the
unable to purchase new apps, or have problems using
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Apple Card fine print: from 13.24% to 24.24%
(based on prevailing economic conditions; the
range could be different in a few months). The
average interest rate for credit cards right now is
17.67%, so Apple's range isn't exactly the “lowest.
There's one other point to consider regarding
interest rates, which is that it will be difficult to
know whether Apple lives up to its low-interest
promise. As individuals, we can compare the rate
offered by Apple against our rates on other cards.
But we have no way of knowing whether this is

happening across the board—the aggregate data is

private. Goldman Sachs has to file various public
reports disclosing some operational data, but |

can't determine whether Apple Card interest rates
are something we'll see clearly broken out. (If | find

out after publication, I'll add it in the comments.)
Apple could have gone a different path. Apple
Card is issued by Goldman Sachs, but not in New

York City. It's issued by the Goldman Sachs branch

in Salt Lake City, Utah. Like Delaware and South
Dakota, Utah is particularly friendly to credit card
issuers, and by locating their consumer credit arm

there, Goldman and Apple can charge higher rates

and enjoy less-restrictive regulation than would be
the case in New York or California. That location
likely predated Goldman’s conversations with
Apple, but given the tight integration that must be
taking place in this partnership, Apple could have

forced a new location and made a binding promise

about Apple Card's rates by issuing cards in a
state that caps at a lower ceiling. Draw your own

conclusions as to why this did not happen. It's one

of the few things about Apple Card that's just like
every other credit card.

An Even Bigger Picture

One last thing is striking about the sum total
of Apple’s announcements, and it has little to do
with financial matters. Recently, Senator Elizabeth
Warren made headlines by talking about bringing
antitrust charges against big tech companies,
including Apple. This led to a lot of uninformed
comments about how such breakups could
never happen. That's historically inaccurate. Both
Standard Oil and AT&T in its “Ma Bell” days were
far more integrated and centrally crucial to the

American economy than Apple, Amazon, Facebook,
and Google are today, and the federal government

broke up both. The current political climate is
different, but those who think it couldn’t happen
again should read the writings of people who said
it would never happen to AT&T.

There is no way of knowing how successful
Elizabeth Warren will be in her presidential bid,
of course, but she's also a senator, and now that
she’s put the idea of breaking up Big Tech into
the political marketplace, others are likely to
take up the idea or propose parallel options.
That doesn’t mean that such a thing will occur,
but it does suggest that the concern is not going
away, and that in turn puts public pressure on
corporate shoulders.

In several ways, the Apple Card
announcement paints a much larger target on
the company's back. There are solid technical
and business reasons why it's consumer-friendly
for Apple to sell iPhones, run the App Store,
and ship iOS apps independent of what's part
of iOS. That's a case Apple could do well with
in court.

But when Apple runs the bank that you use
to pay for Apple products or uses its control
of Apple Pay to set pricing for Apple Card
transactions, that's when it starts to look like an
oil company controlling everything from the well
to the refinery to the gas station. Apple is also
proposing to sell you TV hardware, connect you
to TV providers, and subscribe you to its own
TV content—this is already drawing attention,
and there's no technical argument against
breaking up such business integration.

Combine this, however;, with what | said
earlier: the consumer-friendly processes
Apple is introducing, without any government
intervention, have been a goal of Elizabeth
Warren'’s side of the political spectrum forever.
(And specifically for Warren, who came to
politics after becoming known as an economics
professor promoting such ideas—she’s the
woman behind the creation of the Consumer
Financial Protection Bureau.) What Apple
announced is a win for consumer advocates,
on par with how environmentalists would feel
about Exxon Mobil announcing that it would
start closing gas stations to replace them with
wind power for electric vehicles.

It's fascinating that just as the American
political spectrum is widening in both directions
to include discussions of previously “impossible”
ideas—and other major markets like the
European Union and China undergo their own
chaotic political and economic changes—Apple
announces that it's getting into the financial
world in a big way. Just as the iPhone blew away




every mobile phone with a keyboard, | believe
that the Apple Card could mark a similar turning
point for consumer finance. First for what
customers expect from their financial service
providers, second for government action driven
by those changes, and finally for the corporations
themselves. The more people who use Apple
Card, the faster these changes could occur.




