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Introduction and History
Ally Bank, a subsidiary of Ally Financial Inc., offers cus-
tomers a different type of bank and a different type of 
banking experience. Unlike traditional banks with hun-
dreds of branches and thousands of ATMs, Ally Bank has 
only two offices and no ATMs. What the company lacks 
in physical presence, it makes up for with a 24/7 call cen-
ter and instant online banking. What it saves by not pay-
ing to rent a large number of locations, it returns to the 
customer in the form of competitive interest rates on cer-
tificates of deposit (CDs), as well as savings, money mar-
ket, and checking accounts. And instead of maintaining 
its own ATMs, it piggybacks on existing ATM networks 
and compensates its customers for any fees incurred.


Although Ally Bank is a new name, it is not a new com-
pany. Ally Bank and its parent company—Ally Financial 
Inc.—originally stemmed from General Motors Acceptance 
Corporation (GMAC), which was formed in 1919. GMAC 
was the main provider of automotive financing to General 
Motors dealerships. As the demand for cars grew, so did 
GMAC. Its success in auto financing provided it with the 
capital to expand into other product areas, such as insur-
ance, direct banking, mortgage, and commercial finance.


In 2006, General Motors spun GMAC off as a sepa-
rate entity. Although it was still the primary source of 
funding for General Motor vehicle purchases, the bank 
had grown its portfolio and exposure in a number of 
markets. Because of its diversification into the subprime 
mortgage market, the 2008 financial meltdown caused 
a liquidity crisis at GMAC and set the stage for the cre-
ation of Ally Bank.


The banking division of GMAC was formed in 
the final days of 2008 as part of a year-end deal with 
the Federal Reserve. On December 24, 2008, GMAC 


 officially became a bank holding company. Five days 
later on December 29, 2008, the US Treasury announced 
it would invest $5  billion of its Troubled Asset Relief 
Program (TARP) funds in GMAC and receive pre-
ferred shares in return.1 In May 2009, GMAC officially 
changed its name to Ally Bank.2 The rationale for the 
name change stemmed from the impending bankruptcy 
of General Motors and a desire to distance the bank from 
the automobile manufacturing company and its relation-
ship with that firm.


Ally Bank is classified as a direct bank,3 which means it 
has no bricks-and-mortar locations. This form of banking 
has cost-saving benefits for the bank as well as investment 
opportunities for customers. The bank is able to save on 
overhead costs and transfer those savings to its customers in 
the form of higher interest rates if it chooses to do so. With 
increasing consumer comfort in web-based technology and 
the Internet, online banking may be the heir apparent of 
the industry. By offering only online services, Ally Bank has 
enjoyed these costs savings since its inception.


Ally Bank returns its savings to customers in three 
ways. First, Ally Bank offers superior customer service. 
Where most banks have automated systems to save 
money, Ally Bank has focused on providing 24/7 cus-
tomer service. As a courtesy, an estimated call wait time 
is posted on its website, thus helping alleviate frustra-
tions associated with phone banking services.


Second, where most banks charge fees for certain 
options, Ally Bank offers ‘free stuff.’ These items include: 
“no minimum balance to open an account, free online 
banking with online bill pay, free account alerts and 
notifications, and free ‘sleeping money’ alerts” (alerts 
advising customers of opportunities for their inactive 
accounts—or ‘sleeping money’—to earn more interest 
from a CD).4
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A general complaint from customers about the bank-
ing industry concerns their perception that firms try to 
nickel and dime them as depositors through hidden 
costs, fees, and charges. Because of its exclusively online 
presence, Ally Bank is able to minimize those costs and 
provide many services at no charge for which similar 
banks charge a premium. For the services for which it 
does charge, the bank clearly states the type, amount, and 
rationale for each charge. Regarding the checking sector 
of Ally’s business, the cost savings the bank offers include 
services such as unlimited check writing, no monthly 
maintenance fees, no ATM fees, and free balance alerts.5 
This transparency is thought to contribute to creating 
customer trust, satisfaction, and loyalty.


The third way Ally Bank returns its savings to cus-
tomers is by paying higher interest rates on interest bear-
ing accounts. The company offers many services such 
as checking, savings, and individual retirement accounts 
(IRAs). Regarding the savings and CD division of the 
company, Ally Bank is able to offer competitive rates for 
its CDs, no penalty CDs, and ‘raise your rate’ CDs.6 For 
bank depository customers, getting the most return for 
their money has become a primary concern since the pol-
icies of the US Federal Reserve have resulted in the offer-
ing of extremely low interest rates on checking account, 
savings, and CD-related deposits. To address these con-
cerns, Ally Bank seeks to ensure that it offers competitive 
rates for savings alternatives and offers options for indi-
viduals who are unable to let their savings accumulate 
until the maturity date. This flexibility attracts clients of 
all economic backgrounds and goals. By offering com-
petitive rates and comparisons to other banks’ savings 
rates on its website, Ally Bank once again creates a level 
of transparency that is uncommon in the banking indus-
try. Regarding IRAs, Ally Bank offers its customers many 
perks such as the ability to raise their rates for particular 
CDs, daily interest compounding, and the ‘Ally Ten-Day 
Best Rate Guarantee,’ which gives customers the right to 
choose the highest rate within 10 days of the CD renewal 
date.7 These investment vehicles attract customers who 
value every penny of their investments.


Ally Bank’s quality customer service, competitive 
rates, free perks, and transparent business model are the 
foundation for its stellar reputation—an asset the bank 
hopes to use as a foundation for achieving and maintain-
ing a strong competitive position.


Uncertainty in Banking
The year 2012 presented an uncertain future: the presi-
dential election, the constitutionality and possible repeal 


of the Patient Protection and Affordable Care Act, the 
expiration of the Bush tax cuts, high unemployment, the 
impact of the growing federal debt, and even the Mayan 
prophecy of apocalypse in December all contributed to 
the uncertainty for US citizens and perhaps for some 
citizens in other nations throughout the world as well. 
Perhaps with the exception of the Mayan apocalypse 
prophecy, these issues affected how business leaders 
made decisions and ran their firms. Business leaders were 
especially unclear about future government regulations 
and tax policies,8 which may explain why companies 
delayed investments and hoarded cash9 until they could 
confidently assess the future impact of their investments. 
In addition, unemployment remained high at around or 
above 8 percent10 and household income fell 6.7 percent 
from June 2009 to June 2011.11 Along with these grim 
statistics, the European debt crisis, fierce global compe-
tition, and increasing oversight and regulations contrib-
uted to a tough business environment—especially in the 
financial industry.


Conditions in the Banking Industry
The great recession of 2008 shook US financial founda-
tions. From September 200812 through April 2012, 420 
banks failed and the recession continues to have a last-
ing impact on the housing and financial industries. This 
was especially true for Ally Bank as its parent company, 
Ally Financial (then GMAC), received $16  billion from 
the federal government under the TARP and has yet to 
pay it back. In contrast, its competitors such as Bank of 
America, Citigroup, and Wells Fargo have all paid back 
their bailout loans.13


To understand the industry in which Ally Bank com-
petes requires an appreciation for and understanding of 
the differences between online banking and traditional 
banking operations. Although most traditional banks 
maintain an online presence and offer various services 
through Internet and mobile banking, strictly online banks 
are notable because of their lack of a physical  presence—
they do not operate bricks-and-mortar branches and use 
the Internet as their single distribution channel to provide 
their products and services to customers.


According to the American Bankers Association, 
online banking is experiencing explosive popularity and 
growth. In 2007, only 23 percent of bank customers indi-
cated that their preferred banking method was through 
the Internet with 35 percent preferring to go to their local 
branch for banking needs. However, by 2011, 62 percent 
of customers preferred banking via the Internet while 
only 20 percent preferred banking at a branch office.14
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The growth of online banks is perhaps not surprising 
given their advantages over traditional banking. Online 
banking provides a level of convenience that bricks-
and-mortar banks cannot match. Online banks—where 
customers can check balances, pay bills, and transfer 
funds—are open 24 hours a day. The only requirement 
is access to a computer or mobile device and an Internet 
connection. In addition, because online banks do not 
incur overhead costs associated with bricks-and-mortar 
branches, they can offer customers better rates on vari-
ous financial products including CDs as well as checking 
and savings accounts.


Despite the rapid growth of online banking, the 
industry is not without challenges. At a traditional 
bank, tellers, loan officers, and bank managers make a 
deliberate effort to get to know their customers and to 
develop personal relationships with them. By doing so, 
a bank tries to establish a relationship with its custom-
ers through personal contact and by providing excellent 
customer service and understanding customer needs. 
Online banking is much less personal with custom-
ers only speaking to a bank representative if they call 
the bank’s call center. A customer who expects a close 
relationship with their bank may be disappointed with 
the lack of personal service from an online bank. In 
addition, most online banks do not offer financial ser-
vices that are as comprehensive as those offered by a 
 traditional bank. For example, online banks typically do 
not offer business loans or allow complex international 
financial transactions that require close coordination 
with customers.15


Because banks are in the business of buying and sell-
ing money, suppliers in the banking industry are those 
who supply capital to banks. They include depositors, 
other banks, and the Federal Reserve.16 It is critical for 
banks to raise capital when needed to meet the reserve 
requirement ratio and to honor withdrawals. However, 
the suppliers of capital are not dominated by a few large 
entities; in fact, there are many options for a bank to con-
sider when it seeks to raise capital. For example, there are 
6,259 commercial banks operating in the United States17 
and millions of individual depositors. In addition, the 
current federal funds rate during the latter part of 2012— 
“the interest rate at which banks and other depository 
institutions lend money to each other”—was incredibly 
low at 0.25 percent as a result of the US Federal Reserve’s 
policies that were then in place.18 Also, other banks may 
compete for customers but, in terms of being suppliers, 
they do not pose a credible threat. In other words, banks 
would not withhold capital from Ally Bank to use as 
leverage or a bargaining tool. As long as Ally Bank agrees 


to borrow at the federal funds rate, it can have access to 
the capital it needs.


It is interesting to note that customers in this 
industry can be considered both suppliers and buyers. 
Customers provide money to the banks as suppliers, but 
they also buy financial services such as checking ser-
vices, savings accounts, and IRAs. Deposits lead to the 
majority of Ally Bank’s revenues and provide a fund-
ing source for the auto loans and mortgages offered by 
its parent company, Ally Financial.19 Customers’ dual 
roles raise interesting questions and issues regard-
ing how much power than have—individually as well 
as collectively. Given this, Ally is challenged to devote 
time to determining the degree of power it has rela-
tive to  customers—both as customers and as suppli-
ers. Customer loyalty is also of interest to a bank such 
as Ally; but as an online banking institution, what can 
it do to generate customer loyalty20 and influence the 
degree to which customers switch their accounts from 
one provider to another?21


Banks come and go in the banking industry. In 2010, 
however, only three new banks were established in the 
United States while none were established in 2011—a 
first since 1984. Two factors appear to have influenced 
this matter during these two years. First, the conditions 
facing banks increase the difficulty of earning profits. 
In turn of course this difficulty places greater weight on 
individual strategic leaders to select and then effectively 
implement a strategy that is appropriate for the bank they 
are leading. Also, because of the large number of failed 
banks, it has been easier for investors wishing to own a 
bank to purchase one that was in financial distress rather 
than establish a new one.22 A question however revolves 
around what will happen in the banking industry with 
improving economic conditions. Would improving con-
ditions make the industry more attractive to additional 
entrants? If so, what conditions might result in a more 
attractive industry? Ally’s strategic leaders give thought 
to these matters on a continuous basis and seek to keep 
their analyses up to date.


As previously mentioned, Ally Bank offers three 
main financial products: checking, savings and CDs, 
and IRAs,23 meaning that the bank was dependent on a 
relatively small number of products to generate revenues 
and profits. Ally’s leaders wondered if there were substi-
tute products that could affect the degree of attractive-
ness of their product offerings to customers. If substitute 
products did exist for checking and savings accounts  
as well as for CDs, what might they be and how should 
Ally deal with any potential threat generated by those 
substitutes?
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Ally Bank and Its Competitors
There are over 6,000 commercial banks in the United 
States; and of course, each bank is interested in out-
performing its rivals. During the recent and difficult 
economic times, evidence suggests that “The weak econ-
omy’s impact on consumer finances combined with the 
banking crisis have made it increasingly challenging for 
banks to attract new customers and to cross-sell to exist-
ing clients.” In addition, the level of consolidation occur-
ring in the industry has allowed larger banks to launch 
aggressive marketing campaigns to attract customers.24 
Also affecting the nature of competition among banks 
is the meager 1.2  percent projected annual revenue 
growth in US retail banking until 2014.25 Ally wondered 
about the exact meaning of a prediction on competitive 
practices and patterns in its industry and on the bank 
itself as well. And of course, Ally’s strategic leaders were 
concerned about its major competitors in terms of how 
to best compete against them and about the actions its 
competitors might take to compete against Ally.


ING Direct. “ING Direct exists to help you save your 
money. We do business online, over the phone, and by 
mail. The direct way. We’re available to our customers 
24/7.”26 Originally part of ING Group N.V.—a financial 
services firm based in the Netherlands—ING Direct was 
sold to Capital One in February 2012.27 ING Direct is 
an online bank with deposits of $83 billion;28 it provides 
checking and savings accounts, home loans, IRAs, and 
business accounts to its customers. Known for its com-
petitive interest rates and low fees, consumersearch.com 
rated ING’s Orange Savings Account as the “Best Online 
Savings Account” in 2010.29 Unlike most online banks 
that reimburse ATM fees, ING Direct only provides 
free ATM use on Allpoint Network ATMs.30 Although 
ING Direct does not maintain any bricks-and-mortar 
branches, it recently opened ING Direct Cafés in select 
markets where customers can enjoy coffee and snacks and 
learn about ING Direct’s financial products.31 While ING 
Direct customers love the customer service and competi-
tive rates, they do not see Capital One in the same posi-
tive light. The future challenge for ING Direct appears 
to be that of retaining if not expanding its customer base 
while maintaining the competitive advantages it enjoyed 
prior to being acquired by Capital One.32 Those leading 
Ally Bank wonder what actions ING Direct might take 
to retain its positive image with customers.


United Services Automobile Association 
(USAA). The stated mission of USAA is “to facilitate 
the financial security of its members, associates, and 


their families through provision of a full range of highly 
competitive financial products and services; in so doing, 
USAA seeks to be the provider of choice for the mili-
tary community.”33 Based in San Antonio, Texas, USAA 
is a Fortune 500 financial services company that offers 
banking, investing, and insurance to members. Auto and 
property insurance is available to members only and 
affiliation with the military is a requirement of member-
ship. However, investment and banking services are open 
to non-members.34 Known for its exceptional customer 
service and strong and supportive  culture for employ-
ees, USAA has garnered multiple honors and awards 
including the J.D. Power and Associates 2011 “Customer 
Service Champion” and Fortune’s “100 Best Companies to 
Work For” (2010-2012). In addition, Forrester Research 
included USAA in its 2011 list of top-ranked companies 
in bank servicing.35


The USAA Federal Savings Bank handles deposits 
of over $46.6 billion36 and offers no-fee checking, reim-
bursement of ATM fees, and check deposits through 
online and mobile applications. As a banking technology 
leader, USAA launched a popular feature called Deposit@
Mobile in 2009 that allows customers to make deposits 
by transmitting a photo of a check taken by a smartphone 
or tablet. Deposits made through this method are imme-
diately available for use.37 USAA has very successfully 
targeted a niche market of military-affiliated customers. 
USAA has slowly opened its membership criteria over 
the years to include children, spouses, and widows/wid-
owers of military members while thus far resisting offer-
ing membership to the general public.


Charles Schwab Bank. Opened in 2003, Charles 
Schwab Bank is a subsidiary of The Charles Schwab 
Corporation and is headquartered in Reno, Nevada.38 
The bank has $60.8  billion39 in deposits and offers 
checking, savings, money market, CDs, and home loans. 
The bank provides free checks, free online bill pay, and 
unlimited ATM fee reimbursements.40 However, cus-
tomers interested in a high-yield checking account must 
open a linked brokerage account with the bank’s parent 
company, Charles Schwab.41 The challenge for Charles 
Schwab Bank is thought to be that of learning how to 
attract new, young customers who know little about 
investing and those who only wish to use its banking 
services.


Bank of Internet USA. Established in July 2000 
and based in San Diego, California, Bank of Internet 
calls itself “American’s oldest and most trusted Internet 
bank.”42 With over $1.5  billion43 in deposits, Bank of 
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Internet offers checking, savings, CDs, mortgages, and 
business banking. Although its stop payment and return 
deposit fees are the highest among those compared, the 
bank offers many extra services such as Popmoney (a 
money transfer service via email or text message), free 
bill pay, its FinanceWorks budgeting tool, and debit card 
rewards.44 Although the bank is relatively unknown, it 
has carved out a niche market in the “multifamily-lend-
ing and jumbo home loan market.”45 In fact, the bank 
was able to achieve an impressive 18  percent increase 
in profit in the fourth quarter of 2011 over the previous 
year.46 The challenge for Bank of Internet is to become 
a recognizable brand and take market share from the 
bigger players (see Exhibit 1 for additional information 
about Ally’s competitors).


The Birth of Ally Bank
Spinning from the peak of the financial crisis in 2008, 
the banking industry needed a major overhaul—assets 
had to be revalued, heavy losses curtailed, the image 
of the banking industry had to be changed and most 
importantly, investor confidence needed to be restored. 
As highlighted previously, for GMAC Bank, this meant 
a rebranding of GMAC Bank into Ally Bank. The re-
branding involved not only a name change, but also the 
creation of a fresh mission to achieve the bank’s goals.


The Role of Ally Financial
The pie chart in Exhibit 2 indicates the primary business 
interests of Ally Financial Inc. and the share of revenues 
earned by each in 2011.47 As seen, 65.7  percent of Ally 
Financial Inc.’s revenues came from global automotive 
services, indicating that automotive financing was its 
dominant business. However, because less than 70  per-
cent of the revenues came from this sector, Ally Financial 
could also be said to be strongly interested in being able 
to generate revenues from other sources in addition to 
Global Automotive Services.


Overall though, Ally Financial continues to concen-
trate on providing retail financial services for purchases 
and insurance to the automotive sector. This focus allows 
Ally Financial to innovate within the automotive financ-
ing sector and compete as the best in its industry. In fact, 
Ally Financial won a number of awards in recognition 
of its innovative financial services for automotive pur-
chases including Auto Dealers “Dealer’s Choice Award.”48


The Role of Ally Bank
In terms of the nature of its business operations, Ally 
Bank is committed to provide its customers with the 
highest level of customer service at the lowest possible 
cost. To fulfill this commitment, Ally Bank ensures that 
its customers are provided with a great degree of per-
sonalized service above and beyond what they would be 
able to receive from another Internet bank or even a tra-
ditional bank.


Ally Bank tries to identify and fully understand cus-
tomers’ preferences as a means of determining actions it 
will take when competing against its rivals. To do this, 
the firm studies a number of sources. An example of 
these sources is a 2010 survey by the American Banking 
Association which indicated that 36  percent of retail 
banking customers prefer performing online  transactions 
rather than going to a branch location.49 By establishing 


Exhibit 1 Bank Fee Comparison


Fee Type Ally 
Bank


ING 
Direct


USAA Charles 
Schwab


Bank of 
Internet


Monthly 
Inactivity


– – – – –


Non-Sufficient 
Funds


9.00 – 29.00 25.00 35.00


Stop Payment 
Item


15.00 25.00 29.00 – 35.00


Return  
Deposit


7.50 9.00 5.00 5.00 10.00


Domestic 
Wire Transfer 
(Outbound)


20.00 – 20.00 25.00 35.00


Domestic 
Wire Transfer 
(Inbound)


– – – – –


Non-Bank 
ATM


– –  2.00* – –


* no fees on first 10 transactions
Sources: www.mybanktracker.com; www.ingdirect.com; www.bankofinternet.com.


Exhibit 2 Ally Financial Inc. Revenues by Source


GlobalAutomative
Services


Other Business


Mortage


12.32%


21.97%


65.71%


Source: Ally Financial Inc. Form 10-K for fiscal year ended December 31, 2011.
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itself as a direct service bank, Ally Bank allows custom-
ers to do their banking online, as and when required. 
This is different from the traditional banking model 
where customers have to perform their transactions dur-
ing the operating hours of the bank. With direct banks, 
customers can not only check their account balances 
but deposit and withdraw money at their convenience. 
Customers are also freed from the hassle of traveling 
to and from their bank. Ally Bank makes this process 
easy by providing an intuitive website for its customers. 
But “how unique is this service compared to competi-
tors’ offerings” is a question for Ally’s strategic leaders 
to consider.


Ally Bank’s Product Offerings
Exceptional customer service is only an advantage when 
backed by an acceptable product. Ally Bank attempts to 
offer financial products at rates superior to those of its 
bricks-and-mortar rivals. Eliminating physical locations 
helps Ally Bank reduce the cost of servicing custom-
ers, thus allowing it to offer higher rates on its financial 
products. At times, it may even offer the highest inter-
est rates on products. However, since Ally Financial 
accepted funds from the US government, its rates are 
closely scrutinized by competitors who cry foul when 
Ally Bank offers above-market rates. In response, the 
US Treasury has asked it to remove these rates from the 
market to maintain fairness.50


Ally Bank also eliminates banking fees where pos-
sible. Customers seem satisfied with Ally Bank because 
of its less expensive services and reduced fees on transac-
tions. These lower fees are seen across its entire product 
offering.


Checking Accounts.51 Unlike most other banks, Ally 
Bank does not require its customers to maintain a mini-
mum balance and does not charge monthly maintenance 
fees. There are also no fees for withdrawing money from 
any ATM. Ally Bank allows unlimited check writing, 
incentivizing customers to open and retain an account 
with it. Exhibit 3 provides a comparison of checking 
account interest rates at a point in time in 2012.52


Savings Accounts.53 In addition to a free savings 
account, Ally Bank obtains a great amount of deposits 
because of its highly competitive interest rates. Interest 
rates are compounded daily and deposits are FDIC 
insured. Exhibit 4 compares Ally Bank’s savings account 
interest rates at a point in time in 2012 to its competitors.54


Other Services and Benefits.55 Other services Ally 
offers in efforts to meet customers’ needs include high 
yield CDs, IRAs, money market accounts, 24/7 customer 
care, free online bill payments, as well as free account 
alerts and notifications. The Ally Bank website has an 
ATM locator application that locates the ATMs of all 
banks in the vicinity and whether Ally Bank reimburses 
fees at each particular location.


The Ally Bank Brand
“…if your bank doesn’t let you talk to a real person 24/7, 
you need an ally…Ally Bank: No Nonsense, just People 
Sense.” These statements are part of a TV advertisement 
developed by Ally Bank for the purpose of demonstrating 
what the firm believes is a strong commitment to serve 
its customers.56 Another statement, which appears on the 
Ally Bank website, captures the bank’s philosophy: “Our 
customers are at the heart of everything we do, includ-
ing the three principles our company is built on: We talk 
straight. We do right by our customers. We strive to be 
obviously better.”57 But what do these principles mean?


Talking Straight. Many banks have costs hid-
den within the fine print of their contracts. Ally Bank 
decided to distinguish itself from other banks by clearly 
indicating to its customers that the bank will not hide 
any transaction behind confusing jargon or fine print on 
its contracts. An article dealing with Ally Bank featured 
the following quote that the bank uses to describe itself:


We’re a bank that values integrity as much as deposits. A 
bank that will always be open, accountable, and honest. Yes, 
honest. We won’t deal in half-truths, kinda-truths, or truths 
only buried in fine print. That’s because we don’t have any-
thing to hide. We’re always going to give it to you straight.58


Exhibit 3 Checking Account Interest Rate Comparison


Bank Ally 
Bank


ING 
Direct


Bank of 
America


ETRADE


Annual % Yield 0.40%* 0.20%† 0.05%† 0.05%†


APY displayed as for California.
* As of 4/13/2012.
† As of 4/16/2012.
Source: www.mybanktracker.com.


Exhibit 4 Savings Account Interest Rate Comparison


Bank Ally 
Bank


HSBC 
Advance


ING 
Direct


Bank of 
America


Chase Wells 
Fargo


Annual 
% Yield


0.84% 0.80% 0.80% 0.05% 0.01% 0.01%


APY displayed as for California.
Competitor APY accurate as of 4/16/2012.
Source: www.mybanktracker.com.
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Doing Right. Ally Bank claims to ‘do right’ for the 
benefit of its customers. This means advising customers 
about optimum investment options. This also involves 
customized financial plans for individual customers. Ally 
Bank believes that customer loyalty should be earned; 
hence, it strives to dispel the concerns of its customers 
by satisfying their needs.


Striving to be Better. Ally Bank strives to add value 
to the accounts of its customers by designing innovative 
products and services. This includes providing custom-
ized and direct retail financial services. Additionally, Ally 
Bank guarantees that a customer calling the helpline will 
hear a real person on the other end and not the usual auto-
mated routine that other banks provide to customers. This 
attitude is aligned with Ally Financial’s strength of better 
services in automotive financing. This indicates that the 
importance of innovation is shared across the Ally brand.


In Summary, the Ally Bank Brand. Ally Bank has 
leveraged the expertise and innovation gathered in the 
past 92 years by Ally Financial. Ally Financial believes 
that the design of pioneering services for financial prod-
ucts that add value to customer investments is a core 
competence. But is there sufficient evidence to support 


this belief ? A key reason for concluding that this com-
petence is transferred to Ally Bank is the bank’s focus on 
a high standard of customer service and the possibility 
that its type of customer service is truly different from 
competitors in both the online banking industry as well 
as bricks-and-mortar banks. The sharing of cost savings 
with its customers emphasizes Ally’s focus on being a cus-
tomer-friendly bank. Ally Bank’s competitive approaches 
have helped it build a strong brand reputation and gain 
customer satisfaction and loyalty. To illustrate its good 
reputation further, CNN Money named Ally Bank one of 
the ‘eight least evil banks.’59 But, is such a standing suf-
ficient as a foundation for long-term success? And, how 
imitable are Ally’s apparent sources of advantage?


Leadership at Ally Bank
The executives and key managers at Ally Bank have a 
cumulative total of over 183 years of banking experi-
ence. When the bank holding company was created in 
December 2008, it was initially comprised of GMAC 
executives and managers. Since that time, the company 
has both expanded and diversified its executives and 
managers, hiring particularly from Bank of America (see 
Exhibit 5).


Exhibit 5 Executives and Managers


Title Name Previous Company Years of 
Banking 
Experience


Start Date 
with Ally 
Bank


Chief Executive Officer of Ally, President Ally 
Financial Inc.


Michael A. Carpenter CitiGroup 25 2009


President, Ally Financial Inc. William F. Muir General Motors 20 2008


Chief Financial Executive James N. Young KPMG LLP 30 2008


Deposits and Line of Business Integration 
Executive


Diane Morais Bank of America 25 2008


Chief Privacy Officer Jana Laney American Express 10 2011


Director of Finance Aaron Blankenstein Advanta Bank 14 2011


Director, Home Lending Marketing - Consumer 
Value Proposition And Brand Manage


Jessica Pate Bank of America  6 2009


Business Integration Manager Ryan Pagan Bank of America 10 2008


Director Enerprise Risk Operations Strategy Craig Houston Capital One 13 2008


Customer Experience Manager Cindy Clear Bank of America 12 2009


Home Lending Marketing Director Shelley Riley Bank of America  9 2009


Director of Marketing Jason Moskal Bank of America  9 2009


Source: “Ally Bank,” Hoovers.com, accessed April 20, 2012; LinkedIn.com, accessed April 2012; “Leadership,” Ally Bank, accessed April 20, 2012, http://media.ally.com/index.php?s=20.
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The dependency of Ally Financial Inc. on the 
deposits and government recognition of Ally Bank has 
caused cross fertilization amongst leadership. The cor-
porate management team works closely with the bank 
management team to ensure the alignment of goals. 
Since 2008, the bank has been under the direction of 
four key leaders:


Michael A. Carpenter, CEO of Ally Financial Inc.  
Although Carpenter is not a direct bank employee, he 
is the CEO of Ally Financial and ultimately responsible 
for the results at Ally Bank. Carpenter has over 25 years 
of executive banking experience, beginning in 1986 as 
an executive vice president at GE Capital Corporation 
where he eventually became chairman and CEO of 
Kidder, Peabody Group.60 He was forced out of this posi-
tion due to the fraud associated with a bond trading 
scandal61 and later became CEO of Citigroup’s Global 
Corporate & Investment Bank and chairman and CEO 
of Citigroup Alternative Investments.62 He joined the 
board of Ally Financial Inc. in May 2009 and was named 
CEO in November of the same year.63 For his first month 
and a half of service as CEO, the executive compensation 
committee awarded him nearly $1.2  million in salary 
and restricted stock.64 Annualized, this would have been 
a salary of $9.5  million, which is comparable to other 
bank executives. However, because Ally Financial had 
received $17.3 billion in US TARP money in December 
2008 and had not paid the government back, this salary 
caused some controversy.65


William F. Muir, President, Ally Financial Inc. 
Like Carpenter, Muir operates at Ally Financial Inc. and 
is responsible for the company’s auto financing and ser-
vicing operations. He also sits on the board of directors 
of Ally Bank.66 Muir is a natural leader for the auto group, 
having been with General Motors since 1983 and with 
GMAC since 1992.67 After 27 years in the auto indus-
try, he announced his retirement plans in 2010, stating 
that he would not leave until a suitable replacement was 
found.68 Because replacements are difficult to find, he is 
still at his post.


James N. Young, Chief Financial Executive, 
Ally Bank.  Young has over 30 years of banking indus-
try experience. This includes 23 years with KPMG LLP 
where he eventually became the partner responsible for 
the Chicago banking practice and Midwest area bank-
ing practice development.69 In 2005, he was hired by 
Residential Capital, LLC (ResCap) to oversee its mort-
gage operation. At the time, ResCap was a subsidiary of 
GMAC Bank, responsible for mortgage and home loans. 


He became part of GMAC Bank in 2008 when the com-
pany was spun off from General Motors.


Diane Morais, Deposits and Line of Business 
Integration Executive. With over 25 years of bank-
ing experience and stints at CitiGroup and Bank of 
America, Morais became part of the top management 
team with the creation of Ally Bank.70 She took respon-
sibility for her current position in June 2011.71 Her pri-
mary responsibilities include obtaining new depositors 
and keeping existing ones. Her main tools for doing this 
include product mix, pricing optimization, and cus-
tomer feedback.72


In April 2012, Ally Bank lost a key leader when Vinoo 
Vijay, formerly Global Brand and Product Marketing 
Executive, accepted a similar position at TD Bank.73 
Vijay had been the driving force behind Ally Bank’s 
rebranding effort and marketing campaign since 2008. 
He focused the company on the motto of “building a bet-
ter bank” and positioned the company as an alternative 
to conventional banking.74


A bank that claims to be your “ally” needs employees 
that provide above average service. Ally Bank believes 
that proof that the company has developed an above 
average staff is shown by the customer service awards 
it has received. For example, Ally Bank’s customer focus 
has won it awards for customer service such as the 
Forrester “Groundswell Award”75 for its innovative use 
of social media to connect with customers as well as the 
Netbanker76 “2011 Best of the Web” award for customer 
service experience. However, the results are mixed if 
commentary and feedback from the user community 
on customer satisfaction is included from sites such as 
MyBankTracker.com where Ally Bank received only 
3 out of 5 stars for customer service.77 What do these 
mixed results say about the actual level of quality and 
innovation associated with Ally Bank’s customer service?


Financials Statements
Financial Results—Ally Financial Inc.
Although the history of GMAC can be traced to 1919, the 
financial results of Ally Financial Inc. can only be traced 
to 2008 (see Exhibit 6). The company has shown mixed 
results over the past few years (2009–2011), with a net 
loss of $10,298 million in 2009, a net gain of $1,057 mil-
lion in 2010, and another net loss of $157 million in 2011. 
In general, the company’s financial performance has been 
negatively affected by ResCap’s exposure to the subprime 
market. Indeed, its total exposure to the subprime mar-
ket has forced it to consider either selling the troubled 
subsidiary or allowing it to declare bankruptcy.78
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As the majority stakeholder in the bank, the US gov-
ernment is concerned that Ally Financial is undercapital-
ized. In February 2012, the US Central Bank conducted 
a stress test of the 19 largest banks in the Unites States 
to determine whether they could withstand another eco-
nomic downturn. Ally Bank was one of four banks that 
failed the test. The test claimed that the company needed 
to raise an additional $11.5 billion in capital to withstand 
any future shocks to the economy.79


Ally Bank Results
Taken alone, Ally Bank does not face the same problems 
and potentially the same strategic challenges as its parent 
company. In 2011, total assets at the bank increased from 
$70 billion to $85 billion, an increase of 21 percent while net 
income rose from $900 million to $1.2 billion, an increase 
of 35  percent (see Exhibit 7). Since the rebranding effort 
of 2009, Ally Bank has managed to increase total deposits 


Exhibit 6 Financial Statements for Ally Financial Inc.


Standardized Annual Income Statement


Report Date 12/31/2011 12/31/2010 12/31/2009


Currency USD USD USD


Audit Status Not 
Qualified


Not 
Qualified


Not 
Qualified


Consolidated Yes Yes Yes


Scale Millions Millions Millions


 Sales Revenue 2,251 3,035 2,140


 Affiliates Revenue 86 56 17


 Other Revenue 10,436 13,090 14,915


Total Revenue 13,332 16,768 17,517


 Direct Costs 7,480 9,308 16,626


 Gross Profit 5,852 7,460 891


  Selling General & 
Admin


4,090 4,381 4,956


  Depreciation & 
Amortization


97 92 85


  Restruct Remediation  
& Impair


51 80 63


  Other Operating 
Expense


1,547 1,728 2,746


Total Indirect  
Operating Costs


5,785 6,281 7,850


Operating Income 67 1,179 (6,959)


 Earnings Before Tax 67 1,179 (6,959)


 Taxation 179 153 74


  Discontinued  
Operations


(45) 49 (3,265)


Net Income (157) 1,075 (10,298)


Exhibit 6 Financial Statements for Ally Financial Inc.


Standardized Annual Balance Sheet


Report Date 12/31/2011 12/31/2010 12/31/2009


Currency USD USD USD


Audit Status Not 
Qualified


Not 
Qualified


Not 
Qualified


Consolidated Yes Yes Yes


Scale Millions Millions Millions


Cash & Equivalents 13,035 11,670 14,788


Cash & Equivs & ST 
Investments


13,035 11,670 14,788


Receivables (ST) 663 882 1,172


Other Current Assets 5,905 4,215 3,000


Total Current Assets 19,603 16,767 18,960


Gross Property Plant 
& Equip


1,152 1,315 1,416


Accumulated Depre-
ciation


787 939 1,080


Net Property Plant & 
Equip


365 376 336


Receivables (LT) 1,342 879 899


Assets Held for Sale (LT) 1,070 690 6,584


Long Term Investments 16,637 16,256 14,474


Intangible Assets 3,037 4,263 4,080


Deferred LT Assets 972 1,050 1,202


Other Assets 141,033 131,727 125,771


Total Assets 184,059 172,008 172,306


Accounts Payable & 
Accrued Exps


3,414 3,687 3,315


Accounts Payable 1,178 1,267 1,275


Accrued Expenses 2,236 2,420 2,040


Current Debt 7,680 7,508 10,292


Other Current Liabilities 51,193 43,465 34,657


Total Current Liabilities 62,287 54,660 48,264


LT Debt & Leases 92,794 86,612 88,021


Deferred LT Liabilities 2,687 3,501 4,250


Other Liabilities 6,920 6,746 10,932


Total Liabilities 164,688 151,519 151,467


Preferred Share Capital 6,940 6,972 12,180


Retained Earnings (7,324) (6,410) (5,630)


Accum Other Compre-
hensive Income


87 259 460


Other Equity 19,668 19,668 13,829


Total Equity 19,371 20,489 20,839


Total Liabilities & 
Equity


184,059 172,008 172,306
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each year. In 2011 alone, it grew deposits by $5.9  billion, 
representing a 27 percent increase for the year.80


In comparison to competitors, its results are impressive. 
Recall that Ally Bank only has two offices. If total deposits 
are compared by number of branches, then Ally Bank has 


Exhibit 7 Ally Bank Balance Sheet and Income Statement


Ally Bank 
6985 Union Park Ctr Suite 43


Midvale, UT 84047
FDIC Ceritificate #: 57803 Bank Charter Class: NM


Defi-
nition


Dollar figures in 
thousands


Ally Bank Ally Bank


Midvale, 
UT


Midvale, 
UT


31-Dec-11 31-Dec-10


All Summary Information


Assets and Liabilities


1 Total employees (full-time 
equivalent)


1,033 718


2 Total Assets 85,331,885 70,284,088


3 Cash and due from deposi-
tory institutions


3,647,173 3,065,704


4 Interest-bearing balances 3,594,957 3,003,140


5 Securities 9,443,480 7,668,076


6 Federal funds sold & reverse 
repurchase agreements


0 0


7 Net loans & leases 65,288,616 54,419,637


8 Loan loss allowance 722,389 786,438


9 Trading account assets 0 0


10 Bank premises and fixed 
assets


17 39


11 Other real estate owned 8,269 7,212


12 Goodwill and other  
intangibles


1,286,061 1,746,222


13 All other assets 5,658,269 3,377,198


14 Total Liabilities and 
Capital


85,331,886 70,284,087


15 Total Liabilities 72,270,458 59,397,907


16 Total deposits 41,264,280 34,652,206


17 Interest-bearing deposits 39,206,078 32,522,081


18 Deposits held in domestic 
offices


41,264,280 34,652,206


19 % insured 93.01% 95.21%


20 Federal funds purchased & 
repurchase agreements


0 0


21 Trading liabilities 0 0


22 Other borrowed funds 30,454,692 23,850,518


23 Subordinated debt 0 0


24 All other liabilities 551,486 895,183


25 Total Equity Capital 13,061,428 10,886,180


Source: www2.fdic.gov


Exhibit 6 Financial Statements for Ally Financial Inc.


Standardized Annual Cash Flows


Report Date 12/31/2011 12/31/2010 12/31/2009


Currency USD USD USD


Audit Status Not 
Qualified


Not 
Qualified


Not 
Qualified


Consolidated Yes Yes Yes


Scale Millions Millions Millions


Net Income (157) 1,075 (10,298)


  Adjustments from 
Inc to Cash


4,804 10,470 3,927


  Change in Working 
Capital


300 602 2,653


  Other Operating 
Cash Flows


546 (540) (1,414)


Cash Flow from 
Operations


5,493 11,607 (5,132)


  Purchase of  
Investments


(19,377) (24,116) (21,148)


  Disposal of  
Investments


19,197 22,399 14,680


  Change in Business 
Activities


50 161 296


  Other Investing 
Cash Flows


(13,998) (6,011) 23,300


Cash Flow from 
Investing


(14,128) (7,567) 17,128


 Change in ST Debt 514 (3,629) (338)


 Change in LT Debt 4,281 (10,528) (30,814)


 Change in Equity – – 9,997


Payment of Dividends (819) (1,253) (1,592)


  Other Financing 
Cash Flows


6,074 7,425 11,767


Cash Flow from 
Financing


10,050 (7,985) (10,980)


  Effect of Exchange 
Rate


49 102 (602)


 Change in Cash 1,464 (3,843) 414


 Opening Cash 11,670 14,788 15,151


Closing Cash 13,035 11,670 14,788


Depn & Amortn (CF) 2,713 4,972 6,100


Source: Mergent (2012). Ally Financial Inc. Company Report. Retrieved from Mergent 
Online database
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$19 billion in assets for each branch. In comparison, Bank 
of America has almost 6,000 branches and a trillion in 
deposits, but only $182 million per branch (see Exhibit 8).81


In addition, deposits have been growing at Ally Bank 
each year for the past three years (2009-2011), from 


$25  billion in 2009 to $38  billion in 2011. In compari-
son to its competitors, Ally Bank is showing 20  percent 
growth each year while ING averages only 4.5  percent 
and USAA is steady (see Exhibit 9).


The increase in bank deposits may be for a number 
of reasons. First, it could reflect that people trust Ally 
Bank and believe it is providing above average banking 
service. Or, it could indicate that it is providing above 
average rates on deposit accounts such as savings, CDs, 
and money market funds. Last, it could represent that 
people are becoming increasingly comfortable with 
trusting their money in cyberspace.


Current Investors
With the freezing of the global credit markets, GMAC 
Bank was in trouble. It was severely exposed to the sub-
prime meltdown through its subsidiary, ResCap and 
needed to convert into a bank holding company to be eli-
gible to receive Federal bailout funds.82 In turn, GMAC’s 
financial position was causing problems for the auto 
industry. In late 2008, the company “raised the credit 
requirements for car loans so high at the time as virtu-
ally eliminating leasing, that they have been responsible 
for a sizable chunk of lost sales at GM due to custom-
ers’ inability to secure financing.”83 This result saw the 
US government become involved and, in an end-of-the-
year deal, the government accepted GMAC’s petition to 
become a holding company and provided $5  billion in 
capital.84 Since that time, the US government has had to 
increase its stake in the company to 73.8 percent.


Having the government as a majority shareholder has 
been difficult. In 2009, Ally Bank was offering the high-
est interest rate in the nation on depository accounts. 
This attracted depositors and the bank received over 
$20  billion in new money assets. However, competitors 
complained, stating that Ally Bank was using free gov-
ernment funds to pass savings to its depositors.85 After 
receiving a large number of complaints, the government 
stepped in and disallowed Ally Bank’s above average 
rates.86 Other government intervention included salary 
freezes for top managers.87


Challenges—What to Do Next?
Ally Bank and its leaders are facing a difficult and 
challenging road. Even though Ally Bank has expe-
rienced remarkable increases in its retail deposits,88 
it must still work to shed its image of being the prod-
uct of a government bailout. The barrage of advertis-
ing through commercials, print, and other distribution 
channels has helped Ally Bank establish its brand name 


Exhibit 7 Ally Bank Balance Sheet and Income Statement


Ally Bank 
6985 Union Park Ctr Suite 43


Midvale, UT 84047
FDIC Ceritificate #: 57803 Bank Charter Class: NM


Defi-
nition


Dollar figures in 
thousands


Ally Bank Ally Bank


Midvale, 
UT


Midvale, 
UT


31-Dec-11 31-Dec-10


Income and Expense (year-to-
date)


(year-to-
date)


1 Number of institutions 
reporting


1 1


2 Total interest income 3,148,994 2,572,966


3 Total interest expense 1,049,489 951,166


4 Net interest income 2,099,505 1,621,800


5 Provision for loan and lease 
losses


182,007 336,002


6 Total noninterest income 676,836 441,042


7 Fiduciary activities 0 0


8 Service charges on deposit 
accounts


168 223


9 Trading account gains & 
fees


0 0


10 Additional noninterest 
income


676,668 440,819


11 Total noninterest expense 1,357,349 906,381


12 Salaries and employee 
benefits


114,023 74,638


13 Premises and equipment 
expense


599 673


14 Additional noninterest 
expense


1,242,727 831,070


15 Pre-tax net operating 
income


1,236,985 820,459


16 Securities gains (losses) 40,989 109,319


17 Applicable income taxes 56,019 27,401


18 Income before extraordi-
nary items


1,221,955 902,377


19 Extraordinary gains - net 0 0


20 Net income attributable 
to bank


1,221,955 902,377


Source: www2.fdic.gov
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 effectively. Indeed, eighteen months after unveiling the 
new brand, Ally Bank reported that “40  percent of the 
financial institution’s target audience is familiar with  
the brand, 29 percent say they know something about the 
brand, while another 27  percent report having a fair—  
to significant amount of knowledge about the bank.”89 
Subsequently, Ally’s Chief Marketing Officer added, 
“We’ve been thrilled not only with the way the brand 
has taken traction but also the attributes that the brand 
stands for.”90


However, despite the positive reactions to the new 
brand, there are still those who complain about the US 
government’s involvement with Ally Bank; additionally, 
because of the government’s involvement, some believe 
that the bank is truly operating on borrowed funds. 
Extending the nature of this viewpoint and complaint 
a bit farther, there are those who suggest that all U.S. 
taxpayers are “involuntary investors” in the company 
and that as a result, Ally Bank’s advertising messages 
are ripe with hypocrisy.91 These realities seem to high-
light the importance of Ally Bank finding effective ways 
to  continue focusing on building its brand and giving 


customers a reason to look beyond its origins and focus 
instead on the great customer service. But how does the 
bank do this? What resources and capabilities are needed 
to form core competencies that will result in Ally Bank 
being able to better serve customers as a foundation for 
outperforming rivals?


Ally Bank must also be prepared to deal with the 
uncertainty surrounding its struggling parent company, 
Ally Financial. The company still owes the US Treasury 
Department money and in turn, the Treasury is starting 
to put on the pressure. An IPO was suggested, but too 
many factors are working against Ally. For example, the 
Federal Reserve stress test discussed earlier “found Ally 
had some of the smallest capital cushions against losses 
among 19 of the largest US lenders.”92 In addition, ResCap, 
Ally’s mortgage subsidiary, is nearing bankruptcy and just 
recently missed a $20 million bond payment.93


Since an IPO appears to be out of the picture, the two 
other alternatives suggested by the Treasury are to split 
Ally Financial into its two major operations; auto finance 
and online deposits (Ally Bank) or sell the whole com-
pany outright.94 Going forward, Ally Bank’s leaders must 


Exhibit 8 Deposits/Branch Offices


Bank Holding Company # Offices # Employees Total Deposits $ per Branch $ per Employee


Bank of America Corp. 5,856 179,598 $1,066,655,151.00 $182,147.00 $5,939.


Wells Fargo & Co. 6,386 224,477 793,617,901.00 124,275.00 3,535.


JPMorgan Chase & Co. 5,437 205,849 768,955,618.00 141,430.00 3,736.


Citigroup Inc. 1,064 193,044 320,158,438.00 300,901.00 1,658.


US Bancorp 3,139 62,529 198,455,053.00 63,222.00 3,173.


Ally Bank 2 1,751 38,461,259.00 19,230,630.00 21,965.


Source: Top 50 Bank Holding Companies by Total Domestic Deposits. FDIC Summary of Deposits. Accessed 24 Apr 2012 at http://www2.fdic.gov/sod/sodSumReport.
asp?barItem=3&sInfoAsOf=2011.


Exhibit 9 Percentage Change in Total Deposits


Total Deposits, in Thousands Percentage Change


Bank Name 2011 2010 2009 2011 2010


Ally Bank $38,461,259.00 $31,887,653.00 $25,422,496.00 20.6% 25.4%


ING Direct 82,106,986.00 77,431,828.00 74,837,532.00 6.0% 3.5%


USAA 43,839,346.00 37,296,300.00 31,820,600.00 17.5% 17.2%


Charles Schwab 50,239,169.00 43,875,975.00 31,172,608.00 14.5% 40.8%


Source: Top 50 Bank Holding Companies by Total Domestic Deposits. FDIC Summary of Deposits. Accessed 24 Apr 2012 at http://www2.fdic.gov/sod/sodSumReport.
asp?barItem=3&sInfoAsOf=2011.
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remain flexible and adaptive to whatever changes await 
the company. With little turnover at the top level, Ally 
Bank will be better prepared to deal with any adversity; 
however, it will be difficult to keep its top leaders on board 
and, should it become necessary, attract new talent, with 
its parent company struggling. In the interim, Ally Bank 
must keep its customers satisfied and instill confidence 
lest customers begin to lose faith in the company and take 


their deposits elsewhere. And all of these actions must be 
taken during a time period when uncertainty in the exter-
nal environment remains the reality. What effects can Ally 
Bank anticipate from conditions in its external environ-
ment? And what about competitors? What actions might 
competitors take in efforts to strengthen their position 
relative to Ally Bank’s position in the competitive arenas 
in which it has chosen to compete?
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