Zelle's Bank-Owned Payments Model

Idea In Short

Zelle moves money instantly between U.S. bank accounts, and unlike most fintech apps, it
charges consumers nothing to do it. That is because Zelle is not an independent startup
chasing transaction fees; it is owned outright by seven of the largest U.S. banks, including
Bank of America, JPMorgan Chase and Wells Fargo, through a joint venture called Early
Warning Services. Built from an earlier bank-owned platform called clearXchange and
relaunched under the Zelle name in September 2017, the network grew by embedding itself
directly inside the mobile apps its owner banks already ran. That distribution let Zelle
outgrow rivals such as Venmo and Cash App in transfer volume within its first two years,
and by 2024 the network had processed more than $1 trillion in payments in a single year.

From ClearXchange to a Bank-Owned Network

Zelle's roots go back to 2011, when Bank of America, JPMorgan Chase and Wells Fargo
launched a peer-to-peer payment platform called clearXchange, letting customers send
money using only a recipient's email address or phone number. 1 The platform struggled to
gain traction outside its founding banks despite adding other financial institutions over time.
In January 2016, the founding banks sold clearXchange to Early Warning Services, a fintech
company they jointly owned, which relaunched the peer-to-peer service under the Zelle
name in September 2017.

Seven Banks, One Utility

Early Warning Services is not a conventional payments startup; it is a joint venture owned by
Bank of America, JPMorgan Chase, Wells Fargo, Truist, Capital One, PNC Bank and U.S.
Bank. 2 That ownership structure means the banks most likely to compete with a payments
app instead share one, giving Zelle instant distribution into the mobile banking apps their
combined customer base already used every day. More than 2,300 additional banks and
credit unions have since joined the network, extending Zelle's reach well beyond its seven
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owners.

A payments network wholly owned by the banks that use it never needs to convince
them why sharing customer data is worth it

Outrunning Venmo From Inside the Bank App

Zelle's embedded distribution gave it an advantage rival apps had to build from scratch.
Despite launching years after Venmo, bank-owned Zelle has grown to move more money
annually than Venmo and Cash App combined, according to Forbes' analysis of the
networks' disclosed transfer volumes. 3 Because Zelle transfers move directly between
verified bank accounts rather than into a separate app balance, users did not need to create
a new account or wait for a balance to transfer to their bank, a friction point that slowed
adoption of some earlier P2P apps.

Crossing a Trillion Dollars

That distribution advantage compounded steadily. Zelle's payment volume topped $1 trillion
for the first time in 2024, with growth outpacing rivals including PayPal, as the network's
built-in presence in bank apps kept converting existing banking customers into active users.
4 The milestone reflected more than a decade of steady expansion since clearXchange's
2011 launch, built almost entirely on Zelle's integration into everyday banking rather than a
standalone marketing push.

A Free Service That Still Makes Money for Its Owners

Zelle does not charge individual users to send or receive money, a deliberate choice that
keeps it cheaper for consumers than apps that charge for instant transfers. In 2018, the
platform introduced Zelle business accounts, which let businesses accept customer
payments directly and charge a processing fee for the service, giving Zelle its first direct,
confirmed revenue line. Beyond that fee, Zelle's core economic logic is defensive: by
keeping payment volume inside the banking system, the owner banks avoid fees they would
otherwise pay to third-party services such as Cash App and Venmo, and that avoided cost is

the network's primary financial rationale for its owners.
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Small Business and 2025 Growth

Growth has broadened beyond simple friend-to-friend transfers. American consumers and
small businesses sent and received 2 billion Zelle payments in the first half of 2025, a 19%
increase over the prior year, moving nearly $600 billion, up from $481 billion in the same
period a year earlier. 5 Small business enroliment has been the fastest-growing segment of
that expansion, with nearly 8 million businesses signed up and payments to small
businesses climbing sharply as merchants look for a lower-cost alternative to card
processing.

Free to the user is not free to build; someone always pays for a payments rail

Fraud, Scrutiny and Congress

Zelle's growth has drawn scrutiny alongside its scale. A U.S. Senate subcommittee held a
hearing in July 2024 examining fraud losses on the Zelle network and questioning whether
the participating banks were doing enough to protect consumers who fall victim to scams,
given the platform's limited refund process for authorized transfers. 6 The instant, largely
irreversible nature of Zelle transfers, the same feature that makes the platform convenient,
has made it a target for scammers who trick users into authorizing payments themselves, a
category of fraud that falls outside some traditional bank-fraud protections.

Key Partners

Bank of America, JPMorgan Chase, Wells Fargo, Truist, Capital One, PNC Bank and U.S.
Bank jointly own Early Warning Services, making them Zelle's founding partners as well as
its largest distribution channel. More than 2,300 additional banks and credit unions have
joined the network since launch, each integrating Zelle directly into their own banking apps
rather than requiring a separate download. Payment networks such as Visa and Mastercard
provide underlying rails and standards that help Zelle move money between different banks'
core systems. Fraud-detection and identity-verification vendors support the risk-
management layer that keeps the network compliant with banking regulations.

Key Activities
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Zelle's core activity is routing payment instructions between participating banks so money
moves from one customer's account to another's, typically within minutes. The company
maintains the directory linking a phone number or email address to a specific bank account,
updating it as users enroll, switch banks or close accounts. Fraud monitoring and dispute
resolution occupy a growing share of Zelle's operations as regulators and consumers
scrutinize how the network handles unauthorized transfers. Onboarding new financial
institutions and maintaining the software integration each partner bank uses also keeps the
network expanding.

Key Resources

Zelle's directory linking contact information to bank accounts is its most valuable resource,
since it lets a payment reach the right person without exchanging account or routing
numbers. Direct integration into the mobile apps of thousands of banks and credit unions
gives Zelle distribution that a standalone app would take years to build. The bank ownership
structure itself functions as a resource, aligning the incentives of institutions that could
otherwise compete with Zelle using their own payment products. Its brand recognition, now
ahead of rivals by transaction volume, reinforces trust among users who already bank with a
participating institution.

Value Propositions

For consumers, Zelle offers free transfers directly between bank accounts, arriving within
minutes when both sides are already enrolled, without the fees some competing apps
charge to move money quickly. For banks, Zelle offers a way to keep customers inside their
own app rather than losing engagement, and account data, to third-party services such as
Venmo or Cash App. For small businesses, a Zelle business account processes customer
payments directly into a bank account instead of routing through a third-party processor.
Merchants also benefit from receiving funds without the chargeback risk that credit card

transactions carry.

Customer Relationships

Most users interact with Zelle entirely inside their bank's own app, so the day-to-day
relationship is managed by the bank rather than by Zelle directly. Early Warning Services

operates customer support for issues individual banks cannot resolve on their own,
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including disputes that cross multiple institutions. The network builds trust by making peer-
to-peer payments feel as secure as banking itself, since every transfer happens between
verified bank accounts. Marketing largely flows through partner banks' own channels rather
than a centralized Zelle advertising campaign.

Channels

The primary channel is the Zelle feature embedded inside partner banks' and credit unions'
own mobile apps and online banking portals. A standalone Zelle app exists for customers
whose bank has not yet integrated the service directly. Bank branches and customer service
lines serve as a channel for account holders who need help enrolling or resolving a transfer
issue. Earned media coverage of Zelle's growth also shapes awareness, particularly as the
network publishes regular transaction volume figures.

Customer Segments

Individual bank customers who want to send money to friends and family make up Zelle's
largest segment, drawn by the lack of fees and the speed of bank-to-bank transfers. Small
businesses that enrolled for a Zelle business account form a fast-growing segment, using
the service to collect customer payments without third-party processing fees. The partner
banks and credit unions function as a segment in a different sense, since Zelle's entire
business exists to serve their interest in retaining payment volume. Larger merchants,
though a smaller share of usage, increasingly enroll to accept customer payments directly
into a business account.

Cost Structure

Technology and infrastructure costs, including the directory linking contact information to
bank accounts and the systems that route transfers between institutions, form Zelle's
largest expense category. Fraud prevention and dispute resolution have become a growing
cost as regulators and lawmakers press the network and its owner banks over unauthorized
transfers. Compliance costs, tied to banking and payments regulation across the states and
institutions Zelle serves, add another significant line. Operating expenses for staffing,
onboarding new partner banks and maintaining the standalone app round out the structure.

Revenue Streams
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Zelle does not charge individual users for peer-to-peer transfers, so its most visible activity
generates no direct revenue for the company. A processing fee charged to business
accounts, when a customer pays a business through Zelle, provides a direct and confirmed
revenue stream, introduced after the platform added business accounts in 2018. Beyond
that fee, Zelle's economics work indirectly, since keeping payment volume inside the
banking system lets its owner banks avoid fees they would otherwise pay to third-party
services. That avoided cost, rather than a direct fee Zelle collects from consumers, is the
arrangement's primary financial payoff for the banks that own it.

1Zelle's history as clearXchange

2Early Warning Services and the Zelle network

3Bank-owned Zelle moves more money than Venmo and Cash App combined

47elle payments top $1 trillion in 2024

5Zelle hits new highs in transactions and payment volume

6Senate hearing on Zelle fraud and consumer protection

Summary

Zelle's founding banks built a payments network that succeeds by not obviously trying to
make money, at least not from the consumers who use it every day. That structure has
protected the banks from ceding transaction volume, and the data that comes with it, to
independent apps, while giving customers a free way to send money that rivals had to
charge for to survive. The tradeoff has been scrutiny: lawmakers and regulators have
pressed Early Warning Services and its owner banks over fraud losses that fall on
consumers with limited recourse, a pattern that free peer-to-peer transfers make easier to
exploit. As Zelle expands further into small business payments, where it does charge a fee,
the network faces a test of whether it can keep growing volume without inviting the kind of
oversight that shaped the card networks it was partly built to bypass.
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