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Industry Outlook:
1 Gobal nonrcash transaction vames have grown by 11.2% durintpe 2014-2015to USD433.1
billion driven by,
0 Thesustained growth in personal consumption expenditures where people are spending
more.
0 Thegradual tran&ion from cash/cheque to card paymentgherethe worldwide
transadion volumeis divided into USD 70 trillicof cash & chequeand USD 25 trillion
in cardbased transactios.
0 Thusthere is atotal addressable market of $95 trillion whecarrentlythe cardbased
transaction penetration isnly ~17%.
9 Industry is expected to groat a CAGR of 10.9% ftrom 2015 t0o2020with developing
economies growing at 19.6%.
1 E andm-payments are expected to takeound32%of the marketsharewith a CAGR of 10.5%

during 20152020reachingUSD726 billion by 2020 U.S. General Purpose Brands
Source:World Payment Report 2017 by Capgemini and BNB PaxiitHdBS research Market Share of

Key Market Players: Purchase Volume 2017

9 Visa Inc. currently leads th€S market while MasterCard Inc. holds th ‘ Cgﬁw E‘;‘%EE%'ITT
second positonwht | ess than half of Visa ket svhar
competition from Amercan Expresshie same applies for the global market @

1 Vi sauarterly dollar value of transactions USD 2.Dbillion compared to
Ma s t e sUESB .4 Billion according to the latest reports.

1 Thetotal number of Visa cards issued w&8 Lllion having grown by 4% yo
compared to Mast er Chaving grevn & a 4ate wfi 69
yoy. DISCOVER

1 PayPalis a market nicheplayer which currently focuses ornrcemmerce
payments \ith its quarterly dollar value of transaction of USD 1.3 billion and@m
8.1 million active accounts e n
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Comparison of Visa and MasterCard

MasterCad ' semtecquarterly performance indicates that
digits (31% yoyqdriven by the strong growth in volume especially in the Europe and Latin America. Visa
Inc. during the same period hagrown at lower rate (13%yoy) compared to MasterCardThe payment
industry growthlead by global macreconomic and consumption trends hesntributed to the volume

growth of both the compaies which is also driven by the number of new card additions.

In terms of margins, Visa has been performing well compared to MasterCard despite its strong revenue
growth which has reflected in the EBIT margins that has trickled down to the EPS.groeithorGaap
operating margin of Visa Inc. for the latest reported quarter was 67% compared to MasterCard which
reported 54.2% implying a better cost management strategy contributing towards the EPS growth of
30% yoy for Visa Inc. Howevta st er Card’ s EPS gr ew byeffektvétaxas a
rate.

GDV Local Growth
All Mastercard Credit,

Charge, Debit and Prepaid Programs Q116 Q316 Q118 Q118
APMEA 129% 12.7% 9.8% 7.1% 7.B% 6.8% 7A% 11.7% 135% S448
Canada 7% 109% 04% 95% 123% 102% 86% 9.5% 9.4% 39
Europe 18.3% 13.9% 45% 31% 13% S51% 150% 160% 18e6% 407
Europe adjusted for Article 8 20%  19%  17%  16%  14%  15%  16%  17% 02
Latin America 15.1% 15.4% 14.2% 145% 155% 154% 149% 16.7% 173% 33:
Waorldwide less United States 15.1% 13.4% B8.0% 6.3% 6.1% 7O0% 115% 139% 157% m
WV less USA adjusted for Article B 16% 15% 13% 11% 11% 11% 12% 14%

United States 9.9% T4 0 48%  24% 19 35K 62%  9.1% 105%
Waorldwide 133%  11.4% 7.0% 5A1% 4.7% 59% QBN 124% 141% 530
Worldwide adjusted for Article 8 14% 13% 10% 8% a% 8% 10% 13% 194
725
Mastercard Credit and Charge Programs
Worldwide less United States 8.6% 7.9% 6.2% 5% 7.2% 6.8% BE% 103% 122%
United States 11.4% 6.8% 4.0 4.2% 5.4% 6.6% 26% 10.0% B.9% 466
Wwordwide 9.4% 7.6% 5.5% 53% 6.7% 6.7% B7% 102% 113% 275
691
Mastercard Debit and Prepaid Programs -
Worldwide less United States 239% 207% 10.3% 7.1% 4.8% 73%  14.7% 182% 20.0%
United States 8.6% T.8% 5.5% 0.8% -1.0% 0.8% 4.0% B4% 1138%
Wordwide 17.8% 159% 8.6% 4 8% 2.T7% S50% 11.0% 149% 172%
Total Growth Growth Growth Growth Growth Groweh Growth
Valume [Wominal  [Mominal | [Mominal (Nominal  [Nominal  (Nominal (Neminal
(% bilions) S0y [1=Ta)] S0 S0y UES0) uso) usD)
Al Visa Credit & Debi
Asia Pacific £580 13.9% B A% 4.0% 0.1% 1% To% 315%
Canada &5 13.7% 15.4% 11.8% 35% 13.2% 11.1% 6.1%
CEMEA, b 0 .5% 10.3% 10.8% 12 2% 15.2% 0.7% 5 5%
LAC 284 5A% B.1% T4% 10.9% 179% B0% 4.9%
s G 0.3% B5% B2% 1.1% 10.5% 0.3% 10.2%
Eurape 556 20.5% 15.1% 04%
Wiza Inc 2,16 12 2% 10.2% T8% 34 4% 35.0% XL a8 T
Viza Credit Programs
us 461 10.2% 10.8% B.1% 18.0% 2010% {4.9% |7 2%
Intesmaticnal T8 15.4% 12.5% 6.6% 28.3% 31.0% |5 (1% 24 5%
iz Inc 1,178 13.3% 11.8% 15% 239% 26.3% 13.7% 215%
Viza Debit Programs
LIS §533 B6% 6.7% 5% 7 35% TA% 4.9%
Intermationsl 1,005 13.09 10.2% 1% 78.5% THE% 71.6% E4 3%
Wiz Inc 1,538 11.4% 0.0% 8.0% 43.7% 42 4% 16 2% 39.2%



Analystsexpected Visa's earnings to grow by 18.6% in its fiscal second quarkere Visa beat
estimates by over 9% toearly 29%yoy. Over the past nine qusars, Visa has beaten analysts' earnings
estimates byover 7% on average, while revenue has topped estimates by approximately 2.75% on
average. MasterCardalso has a history of topping earnings estimates by a wide mavgiere
MasterCard has beaten a@ngs estimates by an average of about 6.3%, while revliasealso beaten
estimates by nearly 2.25% on average.

Visa Inc

Mastercard Inc 25% 4 6.4% 91.17 20789
PayPal Holdings Inc 2% 20.6% b B6.79
American Express Co 0% 2% 101.10

Discover Financial Services 6.3% 4.7% 76.00

First Data Corp 82% B8% 212% 19.28

Worldpay Inc 97% 79.10

Global Payments Inc 9T% 27% mn

MasterCard’s Strategies

MasterCard seems to effectively compete witisathrough differentiation and strategic acquisitions.
Master Car d’ sAppieddredidive fTeclinalogiesfthree years ago has hdtpaderchant
customers apply dat analytics to their businesses which addlue to the merchant relationship. More
recently, takeoverdiave added important capabilitidie fraud detection and prevention through the
use of biometric authentication and artifad intelligence, withcost reduction implications for
MasterCard.

VocaLinkwhich is aMasterCard acquisitiomrovides insant electronic bank account transfergnown
as Fast ACH, in key financial markets around the whttist of Vocalink's reenue is accounted for in
MasterGrd's Other Revenues segmenthich grew to $748 million, a 33%oy increase.In the
conference call, Mast€ards management statedthat Vocalink expects to expand its services
internationally, especially as countries begin to update their clearing holrs&hailand, for example,
Vocalink is powering PromptPay, a mobile payment system that enabidsttansfers using a citizen 1D
number, got 40 million users signed wgnd ~USD16 billionpayment volumeover the past six months.
VocalinkalsofacilitatesPay by Bank apim the UK which allows consumers to malpurchases using a
direct debit straight from their bank account at the pciritsale.

MasterCrd confirmedthat it haswon the Santander U.K. portfolioom Visalnc. whichcould realizean

annual volumeof $70 billion inthe U.Kaccording toa JPManalyst report The trarsition adds about 10%
toMasterG@r d’ s i nternational debit book and simultane:q
3%.In addition,the company announced its win fexclusive network for PayPal's first consumer debit

cardin the U.Sproviding access t®ayPal accounts to make withdrawals from ATMs worldwidhe



company alsannouncel a new deal for théJ.K. Post Office travel money program, one of the largest
consumer prepaid programs inghJ.K. to be exclusively Masten@ branded.

The management expressed its focus in India in terms of the issuing side and merchant acceptance with
digital technologes such as QR codes.

MasterCard seems to focusing on the micro lendipgortunitiesutilizing QR codes in Afrieehich has

a large accessible markd#lasterCard in Februargnnounced that it will use Facebook Messenger to
provide technology to small businesses in Africa and Asia to drive affordable acceptance of electronic
and mobile payments.MasterGrd has teamed up with solar energy companyK@PA Solar, banks,

and mobile network operators to enable payments
banksin Africa whichwill enable consumers to pay for solar energy as they use it.

Visa’s Strategies

Visa announced thdKEAIn the U.Shas selected Visa as the netwddt their new cebrand program
and also gned a multiyear debit issuing agreement with CIBC in Canada. I'Visiagpartnering with
Citiand PChome to launch the new exclusivebcand card in Taiwan

The management in the conference c¢allso highlighted its progress on India, where digital and
electronic payments continue to see explosive growth. CEO Al Kelly said that Visa was tleadézdn

India, having over 50% market share in credit and debit with growing overall acceptance. Visa has been
working closely with the Indian government to expand the use of QR ooidhsVisa Direct where
merchants only need a smartphone to acceptccand digital payments. Kelly added that 450,000
merchants now had this capabilitle concluded by callirigdia "a very exciting opportunity for us."

Regarding the Visaontactlessechnology managementighlightedthat, 12 months ago, approximately
1 in 8 domestic facéo-face transactiongan compared toalmost 1 in 5 transactions globaligday.
Visds contactlespenetrationrate has increased by 9ppts to 37% in Russia this quatides recording
a 7 ppt increase to 56% in UK and 52% in Canada.

It is notable that the U.S is in the eadiages of adopting contactless indicating huge market potential
for market penetration in the coming yearShe company has added Haiditional membersto Visa
contactless overt the past year which in totalsup to 56 of the top 100 merchantwho have adopted
the systemin the U.S

Theacquisition of CardinalCommertast year has enhancedisads authentication capabilityreducing
transaction latency and improving the customer experience for merchdihts.company also partnered
with a Miami-based fintech Novo Payment, a clobdsed platform that supports mass B2B
disbursements and collections in Latin America and the Caribbean redimh is Visa's latest deal
focused on théB2B paymentsnarkets
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Further, the companyexpanded itspartnership with Amazon Business, launching in Germahigh
brings together information from Amazon Business purchases and Visa's prodedsalging business
clients spend less time on purchase reconciliation.

In terms of other expansion strategies, the compdsaypartnership with PayPal in thdS has been
extendedto Asia and Europe, which eliminates ACH steering while also enabling PayPal users to cash
out to their Visa card utilizing Visa Direct.

Visa alsolaunched the national marketing campaign through Olympics sponsorshifeaturing
contactlessthis quarter. Spurred by the Tokyo Olympics in 2020, Japan's largest retailer, AEON, will
introduce checkout terminals supporting Visa contactless payments at approximately 1Gq068
between March of 2019 and March of 2020, including supermarkets and drugstores natiorwidle.
Visa unveiled 3 limited edition wearable payment des, stickers, badges and gloves that could be
used for contactless paymente collaboration with LOTTE Card, the financial arm of South Korean
based retailer Approximately 100,000 wearables were sold between November and Marbh.
company expectgnore than 550 bank and merchant partners in over 100 markets to util&ze
upcomingFIFAsponsorshipn Russia

Purely from a shorterm perspective, the fact that Visa will get greater exposure from its promotion of
the Olympic Gamesises theprobability of the stockprice, however both the stocks are poised towards
significant growthn the years to come.

PayPal’s Strategies

The payments compangevealed itsplan to work more closely with Googte roll out a dyramic
payment buttonenhancing the comparnycompetitive postion. The service will provide customers with
fast checkouts, cutting down the time to type in a password, billing, and shipping information.

PayPal also gave investors the update on its plan to monetizing Vernioh hasseenan explosive
transaction volume growttof more than 80%compared to the previous yeaifhe company reported

that as of May 2018, 11% of active monthly Verumsers have used some type of monetized transaction
compared to roughly 0% at the beginning of the year. Venmo-p@@eer paymentss not linked to any
credit cardsand remain free, but PayPal has been charging for instant deposit, cobranding offers, and
"Pay vith Venmo," which allows customers to shop using Venmo.

Additionally, Pay&l, underits banking license in Europgartneredwith Visaand MasterCardnetworks
to enableconsumers and businesses to use their PayPal funds to spend wherevan¥igasterCards
are accepted worldwideThe companys strategyto partner withcompetitorsto leveraye its capabilities
in point-of-saletransactionswidensits market from ecommerce payments tBOS andinancial
transactions

Further,Samsung and PayPal last July announceda strategicpartnershipwhere PayPaWill become a
payment method Samsung Pay wherever Samsung Pay is accepted, whetppr online ad in-store
and Brantree, PayPal's processing grmill accept Samsung Pay as a method of paymetpim and



online.PayPal also secured a partnership in China Bétidu mobile wallet tdoe accepted byround 17

million PayPal merchants worldwidanalysts expect morpartnershipsto continue for FY18s part of
the companys expansion strategy.

The diffraction strategy of PayPal is to effectivgbartner with all its competitorsacrossall market
segments like credit and debit cards, e andmallets, payment processindgpankingand P2P and B2B
platforms PayPal catherefore effectively build auniversalpaymentsecosystenwhere PayPal can be

used byany bank, any device @my servicePayPais building up capabilitiesffer an entire suite of

serviceswhich dher platforms or competitors lack which can become a source atompetitive
advantage for the company
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