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Layaway has gained some momentum in recent years as a way for consumers to plan for and purchase merchandise 
during the holiday season and, in some cases, year-round.  Layaway programs give customers the ability to make 
regular down payments without accruing interest on qualifying merchandise while the store reserves the... More

A few weeks ago, PayPal and Alliance Data (ADS) announced a partnership whereby ADS will become an issuer of Bill Me Later (BML) credit products while 
also collaborating on PayPal’s offline strategy where shared clients/customers would be able to add their branded private label card to PayPal as a... More

Layaway Continues to Evolve in 2013

Latest Interchange Regulation Shakes European Cards Markets

Payments Industry Stock Price Tracker

It was a bit sobering to see retailers post weak sales in the most recent quarter, a feeling reinforced when the Fed 
delayed “tapering” its bond-buying program in the face of economic and political headwinds. Moreover, the sluggish 
sales were far-reaching, as retailers that reach across multiple sectors and demographics... More

The European Commission shook the card issuing and acquiring industry in July when it released the much-anticipated proposed regulations on card 
interchange. The implications of the proposal are vast, both for issuers and for acquirers. Credit card issuers, in particular, will suffer average interchange 
revenue reductions of 60%. In acquiring, the proposed regulation accelerates cross-border competition, as well as imposes potentially significant operating 
obligations on acquirers... More

Figure 1 is the Payments Industry Stock Price Tracker for September 2013. The chart measures current stock prices 
and market caps, as well as movement over the last month, and year-to-date. After a mixed August, the companies First 
Annapolis monitors across the payments value chain generated more positive results in... More

A Quick Look at the PayPal and Alliance Data Partnership

The American Express, MasterCard, and Visa Announcement for 
Tokenization and the Impact on Digital Payments

Retail Sales Give Pause on Strength of Recovery

On October 1st, American Express, MasterCard, and Visa announced an agreement to cooperate in developing a joint 
standard for payment tokenization for digital payment transactions. The parties stated that their intent is to both enhance 
the security of these payments, and increase the ease of digital purchases by eliminating the... More
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How First Annapolis Can Help You Respond to Market Developments
•	 Partnership	Finance:	Tap our 20+ years of experience with the largest, most dynamic card partnership 

programs in the industry. Whether you are re-launching, renewing, or restructuring, we have you 
covered in every sector of the market. 

•	 Durbin	2.0:	Judge Leon’s decision has once again thrown the debit universe into flux. Our team of 
experts can help you understand, plan for, and execute successful strategies for the new environment.

•	 POS:	The point of sale is experiencing an accelerating amount of change and there will be winners and 
losers. We can help you think this phenomenon through in a structured way.
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Latest Interchange Regulation Shakes European Cards Markets

By	Joel	Van	Arsdale	and	Erik	Howell

The European Commission shook the 
card issuing and acquiring industry 
in July when it released the much-
anticipated proposed regulations on 
card interchange. The implications of 
the proposal are vast, both for issuers 
and for acquirers. Credit card issuers, in 
particular, will suffer average interchange 
revenue reductions of 60%. In acquiring, 
the proposed regulation accelerates 
cross-border competition, as well as 
imposes potentially significant operating 
obligations on acquirers. 

Measuring	the	Impact
As shown in Figure 1, interchange levels 
today across Europe vary widely, as will 
the impact of the regulation. Most issuers 
are looking at rate reductions from c. 
0.80% to 0.30%, though some markets 
(e.g., Germany, Central Europe) will see 
steeper reductions from 1.0% or higher, 
while still others, notably in France, will 
see no impact at all. Note that prepaid 
cards are also subject to the debit card 
cap of 0.20%, although commercial cards, as of now, are exempt. 

When	and	How?	
For the time being, the Commission’s regulations are technically still 
“proposed” and not enacted. However, most in the industry expect a 
relatively rapid enactment, possibly as early as Q1 or Q2 2014. Visa Europe 
has agreed to implement and support the Commission’s regulations, 
and will presumably implement the regulations in the scheme rates and 
rules early in 2014. MasterCard, on the other hand, continues to fight the 
Commission’s interventions on interchange in court, most recently appealing 
their defeat in the lower courts to the highest courts of appeals. A number 
of local legislatures and competition authorities have acted on interchange 
independent of the recent regulations (though informed by prior guidance 
from the Commission of the 0.20-0.30% interchange levels). Poland, for 
example, recently capped interchange at 0.50% (down from 1.20%-1.60%).

Issuers	Must	Rebuild	Their	P&L’s
Issuers are now scrambling to mitigate the impact of the regulation on 
credit card issuing P&Ls. While there is no ready-made roadmap among 
the numerous tactical response options, the responses listed below are the 
most widely discussed among our issuing clients.
1.	 Rationalize	 Product	 Portfolio,	 Slash	 Rewards	 Costs. Issuers’ 

product sets have tended to proliferate over time (Classic, Gold, co-
brand, etc.), and issuers can often realize substantial cost reductions 
by carefully consolidating smaller and/or less profitable products and 
reducing associated rewards expenses. 

2.	 Focus	on	Interest	Revenue,	Optimize	Other	Fees. Many European 
issuer strategies are focused on driving transaction volume and are 
averse to credit risk. Making money on transactors is now a difficult if 
not impossible ambition. Credit card issuers must refocus on interest 
revenue. This means improving risk decisions and management, 
expanding credit lines, and enhancing portfolio management. 
Installments are also an excellent method to expand balances while 

also potentially deriving fee revenue from merchants. Issuers must 
also ensure that other pricing levers, such as fees, are fully optimized 
(though hereto, regulations often restrict the option set).

3.	 Merchant-Funded	 Rewards.	 The Commission’s argument, put 
one way, says that merchants must not be forced to fund cardholder 
value propositions. Issuers can, however, still align with merchants to 
selectively fund card value propositions. We expect merchant-funded 
value propositions (arising from co-branded cards, coalition points 
schemes, or discounts and offers) to proliferate, although finding willing 
merchants will take issuers time and effort.

4.	 Data	Commercialization. Banks are now more focused than ever on 
data commercialization, finding various ways in which a cardholder 
base can be creatively monetized. The most obvious commercialization 
tactic is to create a network which equips merchants to sell offers into 
cardholders. Offer networks come in many forms, though card-linked 
platforms such as those offered by Cardlytics, Cartera, or edo (among 
others) are now particularly relevant for issuers in Europe. Most European 
card issuers do little in the way of data commercialization today, and will 
therefore need to react quickly to develop strategies, select vendors and 
operating platforms, and to build a merchant network. 
On a number of fronts, the regulation could force issuers to collaborate 
more with the merchant community, a somewhat ironic outcome and 
one which runs contrary to years of increased divergence between 
issuing and acquiring.  

5.	 Migrate	 to	 Commercial	 Cards.	 Many European issuers have a 
healthy population of small businesses using consumer cards. These 
cardholders are now great candidates for migration to commercial cards; 
which will sustain significantly more lucrative rewards than consumer 
cards under the new regulations.

Acquirers	Will	Benefit	on	Net,	but	Domestic	Market	Shares	are	at	Risk
Acquirers generally derive a financial benefit from interchange reductions. 

Figure 1: Estimated Effective Interchange Rates by European Market
(selected European markets)

Source: Visa and MasterCard interchange rate disclosures. First Annapolis Consulting market observations and analysis.
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A Quick Look at the PayPal and Alliance Data Partnership

By	John	Grund	and	Aaron	Mercurio

A few weeks ago, PayPal and Alliance Data (ADS) announced a partnership 
whereby ADS will become an issuer of Bill Me Later (BML) credit products 
while also collaborating on PayPal’s offline strategy where shared clients/
customers would be able to add their branded private label card to PayPal as a 
preferred method of payment. Before the ink was dry on the ADS partnership, 
PayPal announced PayPal Beacon, the company’s in-store payment solution 
that enables customers to be identified, receive targeted mobile offers, and 
make seamless transactions all via Bluetooth Low Energy (BLE) technology. 
On the heels of that announcement, PayPal released its intent to acquire 
the e-commerce gateway BrainTree for $800M in an all-cash deal. Clearly, 
PayPal is making a lot of chess moves. Here is our quick take on the ADS 
announcements from the perspective of both parties.

The	PayPal	/	Bill	Me	Later	Perspective

The most immediate component of the partnership is the issuing relationship 
between Bill Me Later and Alliance Data. This arrangement is likely to involve 
Alliance Data (and specifically its bank, Comenity Bank), serving as an issuer 
of record for BML accounts. WebBank is the current issuer of BML credit 
products. In 2012, volume on BML accounts was in the $3.2 billion range 
and year-end receivables totaled $2.2 billion. The ADS/BML arrangement is 
structured in a manner in which Alliance Data will maintain a partial interest in 
the receivables generated. At a minimum, PayPal has secured a vital issuing 
relationship that is fundamental to its BML strategy. 

Another compelling, but complex aspect of the arrangement is the possibility 
of PayPal gaining access to Alliance Data’s roster of retailers, most of which 
offer private label credit cards. For years, most private label issuers went to 
great lengths to protect their exclusivity and fend off the likes of Bill Me Later 

so this partnership has an element of irony to it coupled with the reality that the 
world is changing. ADS could provide momentum to PayPal in gaining more 
traction in the offline retail space and open up private label as a preferred 
method of payment.  Wrapping this partnership around the mobile wallet and 
other mobile functionality (e.g., Ebay and its affiliates such as RedLaser, 
Zong, GSI) has strategic appeal as the market evolves. 

The	Alliance	Data	Perspective

On the Alliance Data side of the ledger, it is important to peel the onion back 
to assess the PayPal partnership. On one hand, it would be easy to speculate 
that ADS is sleeping with the enemy. On the other, ADS could be executing 
a crafty hedging strategy to protect against any share shifts to PayPal while 
also having a meaningful seat at the table both with PayPal and its own retail 
clients who are evaluating alternative payments and mobile solutions.

The issuing relationship with Bill Me Later could have some appealing 
characteristics for ADS depending upon the volume at play and the economic 
structure of the relationship. ADS stated that it would hold a partial interest in 
the receivables giving an indication that this could be more of a volume than 
a receivables-based arrangement. In any case, it does not appear to be a 
capital-intensive relationship or one requiring many resources to launch and 
manage. 

Over time, this particular partnership could go in a number of directions 
given the respective assets, reach, and relationships of each company. 
Strategically, ADS has the potential to control more of its own destiny in the 
area of alternative payments and mobile. For its own clients, ADS can play 
offense rather than defense at the appropriate time by bringing a new solution 
to the table. PayPal, with over 130 million active users and a growing base of 
retail relationships offers many compelling partnership opportunities. There 

Larger, more sophisticated merchants demand and receive the pass-
through, but small merchants generally do not (note that interchange plus 
pricing is not as common in Europe is it is in North America). Our experience 
in markets that have experienced an interchange reduction suggests that 
acquirers will retain as much as 40% of the reduction, although this margin 
tends to erode within three to five years as a result of competition.
However, acquirers must in parallel implement significant changes to how 
they bill merchants. The regulations require that interchange must be 
disclosed to the merchant, separate from commissions and fees. Acquirers 
must also “unblend” commission charges for different card types, charging 
distinct commissions for each type, unless the merchant, in writing, requests 
a blended rate. Most acquirers are not in a position to implement these 
measures easily, and will have to make significant upgrades to their billing 
systems in order to comply. It would not be surprising to see delays in the 
implementation of the regulations as a result.
Finally, and most interestingly, the regulations effectively hand cross-border 
acquirers a significant pricing advantage over domestic acquirers. Pure 
domestic transactions, meaning a transaction for which the merchant, issuer, 
and acquirer are all in the same market, are exempt from the regulations 
(at least in the first phase of the regulation) and presumably therefore 
remain at historical interchange levels. Transactions acquired by non-
domestic acquirers (e.g., Dutch merchant, British acquirer) are subject to the 
interchange cap and can now be priced potentially significantly lower. This 
aspect of the regulation has incumbent acquirers exploring options to quickly 
obtain new scheme licenses and BINs domiciled in another market in order 
to defend their home markets.

Merchants	are	Clear	Winners
Merchants are the big winners of the proposed interchange regulation. 
Proactive merchants will negotiate lower acquiring fees, will have greater 
transparency of underlying interchange costs and acquiring pricing, and will 
have a greater array of acquiring supply options. On the other hand, those 
select few merchants which partner for co-branded credit card programs 
must now reset their financial expectations and to refocus on the non-
financial benefits of brand alignment.

Four-Party	Model	is	Specifically	Hindered	by	the	Regulation
Under the regulations, the four-party model (issuer, scheme, acquirer, 
merchant) is specifically targeted, while other models are exempted. So, 
American Express’s GNS model, which relies on licensed, independent 
issuers, is now substantially at risk. On the other hand, the proprietary 
issuing business of American Express, relying on strong value propositions 
such as airline rewards, is now better positioned than ever to win market 
share. PayPal should also benefit, as its underlying account funding costs 
will decline with no corresponding obligation to reduce merchant prices.

Clearly, the implications of Europe’s new interchange regulations are 
profound. Parties across the markets must act decisively to address the 
threats and capitalize on the opportunities created.

For more information, please contact Joel Van Arsdale, Partner, 
specializing in Merchant Acquiring, joel.vanarsdale@firstannapolis.
com; or Erik Howell, Senior Manager, specializing in Credit Card Issuing,  
erik.howell@firstannapolis.com.
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layaway account and apply that money to their actual purchases, and pay 
a cancellation fee on the back end if they had to do that.” In fact, all of the 
retailers First Annapolis surveyed in 2013 are imposing cancellation fees this 
year (see Figure 1), a significant change from 2012. 

Retailers are again likely to pull out all-the-stops this holiday season to 
generate sales, and layaway is one tactic being used to attract the frugal 
consumer. A few major retailers, especially Walmart and Kmart, have already 
been aggressively promoting their layaway offerings for the 2013 holiday 
season. Walmart offered ‘fans’ of its Facebook page access to layaway two 
days before the general public to promote social media engagement and both 
Walmart and Kmart launched a national TV add in September advertising their 
programs. Layaway continues to be a differentiation point among retailers 
with Walmart joining Kmart and Toys ‘R’ Us in offering the service free-of-
charge this year. It’s clear that many retailers continue to see the benefits 
of layaway in the current economic environment and have carefully retooled 
their offerings to better optimize their programs for the Holiday season. 

For more information, please contact Tim Skeen, Associate,  
tim.skeen@firstannapolis.com; or Jeff Kalski, Analyst,  
jeff.kalski@firstannapolis.com. Both specialize in Credit Card Issuing.

Layaway Continues to Evolve in 2013

By	Tim	Skeen	and	Jeff	Kalski

Layaway has gained some momentum in recent years as a way for consumers 
to plan for and purchase merchandise during the holiday season and, in some 
cases, year-round.  Layaway programs give customers the ability to make 
regular down payments without accruing interest on qualifying merchandise 
while the store reserves the products until the full payment is made. There 
have been some notable changes to the landscape of layaway offerings in 
2013 as retailers continue to adjust their programs to better meet the needs 
of customers and keep up with competition.  However, Best Buy will no longer 
offer a layaway program and has no plans to re-introduce layaway in the 
near future. Kmart began its holiday promotion in advance this season with 
the launch of its earliest-ever holiday ad campaign in September, focusing 
on its “no service fee for new layaway purchases” in a limited-time offering.  
Walmart has altered its fee structure, re-introducing the $10 cancellation fee 
it repealed in 2012, but fully eliminating the former $5 service fee. In 2012, 
customers were refunded this fee in the form of a Walmart gift card once 
the full payment was made.  When asked about the change in fee structure 
in a recent CNBC  article , Walmart spokesperson, Veronica Marshall said, 
“The idea of having a $10 cancellation fee was based on feedback from our 
customers… They told us they would rather pay nothing down to open their 

is also a make versus buy logic to this arrangement as issuers evaluate 
the development of mobile wallets and other functionality to enhance the 
shopping experience. Moreover, the investment required to build awareness 
and customer adoption is another consideration. It is way too early to declare 
winners in the mobile space, but it is never too early to place strategic bets. 

It appears ADS and PayPal have done just that and both bring unique assets 
to the relationship.     

For more information, please contact John Grund, Partner,  
john.grund@firstannapolis.com; or Aaron Mercurio, Senior Consultant,  
aaron.mercurio@firstannapolis.com. Both specialize in Credit Card Issuing.

The American Express, MasterCard, and Visa Announcement for Tokenization 
and the Impact on Digital Payments

By	Jeff	Crawford

On October 1st, American Express, MasterCard, and Visa announced 
an agreement to cooperate in developing a joint standard for payment 
tokenization for digital payment transactions. The parties stated that their 
intent is to both enhance the security of these payments, and increase the 
ease of digital purchases by eliminating the use of the payment account 
number. This announcement is significant for a several reasons: 1) the three 
major payment networks are working together; 2) the companies agree that 
most payments growth is coming from the digital channel; and, 3) no one 
party (including these players) has successfully balanced enhanced security 
with ease of purchase. It does not, however, imply that an individual strategy 
from these players (or others) will not be successful. Rather, it means that 
Visa, MasterCard and American Express recognized that a common standard 
will help all payments participants. In fact, First Annapolis expects that these 
companies and others will continue to compete vigorously in digital payments 
with their own unique solutions.  

In the short term, this announcement will likely have a limited impact on the 
“wallet wars,” primarily because so many questions remain unanswered. 
Specifically, the wallet providers such as PayPal, Google Wallet, and MCX, 
along with merchants and card issuers, will need to understand how this 
tokenization will affect existing payment acceptance and verification along 
with other implementation considerations. The announcement does not 
preclude these wallet providers from continued development of various wallet 
design and payment system variations in the short term. In the long term, 

however, they will need to consider how to integrate with these tokens, in 
whatever form they evolve. Additionally, variation in how these tokens are 
used in the digital channels vs. at the physical point of sale will add another 
layer of complexity. 

If this tokenization standard effort is successful, and the networks develop 
an effective solution, it will help the industry address the interoperability and 
acceptance standards that are now lacking for wide-spread mobile payments. 
A single standard will make mobile payments more broadly accessible for 
merchants and issuers. However, multiple challenges and questions still 
need to be addressed including what form will the actual token take (e.g., QR 
code, biometric stamp, PIN, log-in username, etc.), which party will secure the 
token, and is this a mechanism for physical point of sale payments? Perhaps 
more importantly, will be addressing the still-evolving business model around 
mobile. Finally, competitive considerations (time to market, exclusive access), 
ensuring adoption from key payment value chain constitutions (merchant 
and issuers), and easing consumer use (striking balance between easy 
and effective) will be critical to the long term success of a jointly-developed 
payment tokenization standard. 

We view this announcement as a positive development for the payments 
industry as a whole; cooperation for a solution that will be interoperable for all 
payments parties is a step in the right direction for digital payments. 

For more information, please contact Jeff Crawford, Senior Consultant 
specializing in Mobile / Alternative Payments, jeff.crawford@firstannapolis.
com.



Period	Offered Service	Fee Available	
Term(s)

Required	Down	
Payment

Minimum	
Purchase

Cancellation	
Fee7 Channels

Sept 13-Dec 131 Free for Holiday 
Season (2013) 90-days3 Greater of 10% 

or $10

$15 per item;  
$50 total 
purchase

$10 In-store only

Year Round* Free from
Sept 12-Oct 31 90-days4 10% of Total 

Purchase Price None $10 In-store only

Year Round Free from 
Sept 8-Nov 232

8-week 
12-week5

Greater of:
• 15% or $15 (8)
• 10% or $30 (12)

$15 (8-week) 
$300 (12-week) $10 Online & 

In-store

Year Round $5 (8-week) 
$10 (12-week)

8-week 
12-week6

Greater of:
• 20% or $20 (8)
• 20% or $35 (12) 

$20 (8-week) 
$400 (12-week)

$15 (8-week) 
$25 (12-week)

Online & 
In-store

Year Round $5 30-days Greater of 10% 
or $10 None $5 In-store only

No-fee Layaway Offering
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Retail Sales Give Pause on Strength of Recovery

By	Jeff	Avery

It was a bit sobering to see retailers post weak sales in the most 
recent quarter, a feeling reinforced when the Fed delayed “tapering” 
its bond-buying program in the face of economic and political 
headwinds. Moreover, the sluggish sales were far-reaching, as 
retailers that reach across multiple sectors and demographics 
experienced softness. Reasons cited for disappointing sales 
included higher payroll taxes, weak labor force participation, 
and stagnant income growth, which have weighed on consumer 
confidence and dampened discretionary spending. Retailers also 
cited a disproportionate share of spending on large purchases 
such as automobiles, housing, and home improvement, which was 
reinforced by the strong performances of Home Depot and Lowe’s. 
The following table summarizes the sales releases.

For more information, please contact Jeff Avery, Senior Analyst 
specializing in Credit Card Issuing, jeff.avery@firstannapolis.com.

Figure 1: Retailer Total Sales and Comparable-Store Sales Growth
Quarterly Metrics (Q4 2012 – Q2 2013)

Source: 1 U.S.-only unless otherwise noted. All growth figures are compared to same 
quarter in previous year, reflecting year-over-year growth. 2 Costco Same-Store Sales 
growth does not exclude impact of changes in gasoline prices. Results for fiscal Q3 
ended May 12, 2013. 3 Nordstrom includes Nordstrom and Nordstrom Rack, both 
Store and Direct channels. 4 Home Depot Total Sales include U.S. and International 
operations. Comparable store sales growth is U.S. only. 5 Lowe’s includes U.S., 
Canada, Mexico sales. Retailer press releases. 6 Best Buy domestic sales excludes 
additional week in Q1 2012. 7 Tiffany’s sales performance is for the Americas region. 
8 Gap comparable store sales include global operations for all three brands (Gap, 
Banana Republic, and Old Navy). Total Sales are U.S.-only sales. 9 The Limited 
Brands includes U.S. and International sales. 

Retailer1
Total	Sales	Growth	 Total	Sales	Growth	

Q4’12 Q1’13 Q2’13 Q4’12 Q1’13 Q2’13
Multi-Line

Walmart Stores, Inc. 3% 0% 2% 1% (1%) 0%
Target Corp. 7% 1% 2% 0% (1%) 1%
Costco Wholesale Corp.2 8% 7% 8% 7% 5% 6%
Macy’s, Inc. 7% 4% (1%) 4% 4% (1%)
Kohl’s Corp. 3% (1%) 2% 2% (2%) 1%
Nordstrom, Inc.3 14% 5% 6% 6% 3% 4%
Bon-Ton Stores 3% 1% (6%) 1% 1% (6%)
The TJX Companies, Inc. 6% 7% 8% 7% 2% 4%

Big	Ticket
Home Depot, Inc.4 14% 7% 10% 7% 5% 11%
Lowe’s Companies, Inc.5 (5%) (1%) 10% 2% (1%) 10%
Best Buy & Co.6 0% (2%) 0% 1% (1%) 0%
Tiffany & Co. 7 2% 6% 2% (2%) 3% 0%

Specialty
Gap Inc.8 8% 6% 9% 5% 2% 5%
Limited Brands, Inc.9 10% 5% 5% 5% 3% 2%
Ross Stores, Inc. 15% 8% 9% 5% 3% 4%

Figure 1: Retailer Layaway Offerings 2013
(As of September 2013)

Note: 1Customers who are fans of Walmart’s Facebook page were offered a 2-day head start on Layaway in 2013 (available Sept 11 & 12). 2Otherwise, $5 opening fee for 8-week plan and $10 fee 
for 12-week plan; Shop Your Way rewards members offered free Layaway beginning July 17th 2013. 3Final payment must be made on or before Dec 13. 4Final payment must be made on or before 
Dec 15; certain minimum payment thresholds (e.g. 30% of total within 35 days) must be met within 90-day period. 512-week plan requires minimum purchase of $300 or more and is only available 
in-store. 612-week plan requires minimum purchase of $400 or more and is only available in-store. 7Cancellation fees can vary by state (Maryland, Ohio, Rhode Island & DC often excluded). *Offered 
year round for first time in 2013.

Source: Retailer websites, First Annapolis Consulting research and analysis.
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Founded	in	1991,	First	Annapolis	is	a	specialized	advisory	firm	focused	on	electronic	payments.	Our	market	
coverage	is	international	in	scope	with	a	primary	focus	on	North	America,	Latin	America,	and	Europe.	First	
Annapolis	is	headquartered	in	the	Baltimore	/	Washington,	D.C.	corridor	and	Europe	is	served	through	our	
office	in	Amsterdam.	In	total,	we	have	over	70	professionals	across	our	practice	areas	giving	us	one	of	the	
largest	and	strongest	advisory	teams	focused	exclusively	on	electronic	payments.

Card	Issuing
Deposit	Access	
Payments	Strategy
Merchant	Acquiring
Retailer	Services
Mobile	/	Alternative	Payments
Commercial	Payments

Practice	Areas
Management	Consulting

Partnership Finance
Strategic Sourcing
Portfolio Management
Strategy Development / Implementation
Loyalty Program Support
Commercial Risk Compliance

M&A	Advisory	Services
End-to-End Transaction Support
Valuations
Fairness Opinions
Diligence / Negotiation Support

Services

Figure 1: Monthly Average Stock Price Tracker

Companies Sep.	30,	
2013 Month	Δ YTD	Δ Current	Market	

Cap	($Billions)

Issuers
American Express $75.52 5% 32% $82.32
Bank of America $13.80 -2% 19% $148.26
Capital One $68.74 6% 19% $39.97
JPMorgan Chase $51.69 2% 19% $194.80
Citi $48.51 0% 23% $147.52
Discover $50.54 7% 32% $24.45
FleetCor $110.16 7% 105% $9.01
U.S. Bank $36.58 2% 15% $67.28
WEX $87.75 10% 16% $3.41

 Weighted Average - 2% 22% -

Acquirers	/	Processors
FIS $46.44 5% 34% $13.57
Fiserv $101.05 5% 28% $13.15
Global Payments $51.08 7% 13% $3.86
Heartland $39.72 7% 35% $1.46
TSYS $29.42 7% 38% $5.57
Vantiv $27.94 6% 37% $3.82

Weighted Average - 6% 31% -

Networks
MasterCard $672.78 11% 37% $81.15
Visa $191.10 10% 27% $123.27

Weighted Average - 10% 31% -

Market	Index
S&P 500 $1,681.55 3% 18% -

By	Collin	Bauer

Figure 1 is the Payments Industry Stock Price Tracker for September 
2013. The chart measures current stock prices and market caps, as 
well as movement over the last month, and year-to-date. After a mixed 
August, the companies First Annapolis monitors across the payments 
value chain generated more positive results in September, and each 
sector is exceeding the broader market’s 18% gain YTD.

In summary:

The issuing sector slightly underperformed the overall market in 
August, but still posted gains of 2% in aggregate. The issuers tracked 
posted a simple-average gain of 4% in September, but it was a 
relatively stagnant month for the three largest issuers- Chase, Bank 
of America, and Citi. After a strong July and August, FleetCor’s stock 
continued its rise in September as the issuer posted gains of 7% in 
the month and is now up 105% on the year. 

The processor / acquirer sector posted positive results last month 
with overall gains of 6% while outperforming the market as a whole. 
Global Payments, Heartland, and TSYS all posted gains of 7% this 
month, more than the other companies tracked in this sector. Each 
processor or acquirer tracked posted gains of at least 5% in the month 
of September. 

In aggregate, MasterCard and Visa posted gains of 10% in September, 
and are up 31% YTD. Both companies posted double-digit gains and 
tracked similarly throughout the month. Currently, analyst outlooks 
remain positive on these networks in anticipation of their earnings 
releases at the end of October.

For more information, please contact Collin Bauer, Senior Analyst 
specializing in Credit Card Issuing, collin.bauer@firstannapolis.com. 

Payments Industry Stock Price Tracker

Note: Weighted Averages are based on current market caps.
Source: Yahoo Finance, First Annapolis Consulting research and analysis.


