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The nation’s largest credit card issuers once again reported strong profitability driven by historically low loss rates despite nearly flat receivables growth on both 
a year-over-year and quarter-over-quarter basis. Consistent with seasonal trends, purchase volume increased by nearly 8% year-over-year; however, purchase 
volume was nearly flat on a quarter-over-quarter basis. Although there were only nominal changes in key performance indicators, there are several trends worth 
noting:
1. New Products: Several issuers have launched new credit card products in an attempt to steal share in a challenging growth environment. Examples include 

Capital One’s QUICKSILVER product, which offers a flat 1.5% cash earn rate on purchases, and Bank of America’s Better Balance Rewards, which rewards 
customers for responsibly managing their credit balances. These two new products illustrate two key trends coming out of the credit crisis: (1) a focus on 
simple and rich value propositions – a trend that is likely to continue in... More

In the world of card acceptance, consumers experience nearly universal acceptance of cards to buy goods and 
services; however, such is not always the case when mid to large sized enterprises want to use a card to pay for non 
travel-related goods and services from their suppliers... More

Q3 2013: U.S. Credit Card Issuer Performance Snapshot

How to Grow Credit Cards from Nine to Ten Figures

Payments Industry Stock Price Tracker

Throughout the holiday season, our team took inventory of gift card trends and new developments across the industry. 
The table below lists a few early gift card observations from our analysts as they perused mobile, web, and in-store 
channels. Consistent with past years, gift cards ranked at or near the... More

In the U.S. market, 20 banks with at least 50 offices (a proxy to isolate branch-based retail banks) have managed 
credit card loan programs measuring in the hundreds of millions in balances. As shown in Figure 1, this Cohort of 
banks represents a combined $1.2 trillion in total assets, 11,000... More

Figure 1 is the Payments Industry Stock Price Tracker for November 2013. The table measures stock prices and 
market capitalization, as well as movement over the last month, and year-to-date. Building on the positive momentum 
in October, the companies that First Annapolis monitors across the payments value chain again experienced... More

P-Card Acceptance Update

An Early and Quick Look at Holiday Season Gift Cards

A Perspective on the Pending IPO of GE Capital Retail Finance
On November 15, GE formally announced that it plans to spin off its credit card business, GE Capital Retail Finance, via a staged IPO process beginning in 
2014. With $53 billion in receivables and a roster of large, long-standing relationships, there is a lot of speculation in the marketplace about... More

Season’s
Greetings
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extend our best 

wishes and a sincere 
thank you to our 
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and friends across the 
industry and around 

the world. 

We wish you a happy 
holiday season.
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Q3 2013: U.S. Credit Card Issuer Performance Snapshot

By James Watts

The nation’s largest credit card issuers once again reported strong profi tability 
driven by historically low loss rates despite nearly fl at receivables growth 
on both a year-over-year and quarter-over-quarter basis. Consistent with 
seasonal trends, purchase volume increased by nearly 8% year-over-year; 
however, purchase volume was nearly fl at on a quarter-over-quarter basis. 
Although there were only nominal changes in key performance indicators, 
there are several trends worth noting:
1. New Products: Several issuers have launched new credit card products in 

an attempt to steal share in a challenging growth environment. Examples 
include Capital One’s QUICKSILVER product, which offers a fl at 1.5% 
cash earn rate on purchases, and Bank of America’s Better Balance 
Rewards, which rewards customers for responsibly managing their credit 
balances. These two new products illustrate two key trends coming out 
of the credit crisis: (1) a focus on simple and rich value propositions – a 
trend that is likely to continue in light of the CFPB’s intent to focus on the 
terms associated with rewards programs, and (2) a focus on high-balance 
revolvers by some fi nancial institutions, evidenced by the fact that overall 
teaser-based mail volume continues to increase. Although this trend is not 
necessarily surprising given the low loan growth environment, we do not 
expect all issuers to pursue a revolver strategy over the coming quarters. 
This hypothesis is supported by recent statements from Capital One and 
American Express expressing plans to continue to focus on transactors.
There have also been a several other notable product enhancements in 
the co-brand space, including the GM card from Capital One, which offers 
customers enhanced utility for rewards redemption, and the new AARP 
card issued by Chase, which offers cardholders the ability to earn cash 
back rewards for everyday spend.

2. Charge Offs Near Historic Lows: Industry loss rates have only been 
below current levels three times in recent history: in 2005, after a protracted 
decline driven by the early 2000s recession (dot-com bubble and 
September 11th attacks); in 1994, triggered by modifi cation in consumer 
borrowing behavior after a brief recession in the early 1990s followed by 
the longest period of economic growth in American history, and, in 1985, 
following a protracted decline driven by the early 1980s recession. In each 
of these three instances, write-offs normalized to above 4% industry-wide 
within fi ve years. We would expect banks to forecast similar trends over 
the next fi ve years as protracted declines in industry charge-off rates begin 
to fl atten.

3. Conservatism Continues: Both cardholders and lenders have been 
relatively conservative coming out of the Great Recession; however, 
many industry experts question whether that trend will persist. The most 
recent Federal Reserve Senior Loan Offi cer Opinion Survey suggests that 
standards on credit card loans eased nominally since the beginning of 
2013, but remained relatively unchanged in the third quarter. There have 
been only nominal reported changes in demand for credit card loans, and, 
consistent with post-recession trends, the majority of bankcard origination 
volume is driven by prime and super prime consumers.1 Balance transfer 
promotions are typically an indicator that some fi nancial institutions are 
marketing to the lower ends of the risk spectrum; however, to date we 
have seen very little evidence to suggest that banks are increasing their 
underwriting to lower credit quality customers.

1 Experian-Oliver Wyman Market Intelligence Report.

For more information, please contact James Watts, Senior Consultant 
specializing in Credit Card Issuing, james.watts@fi rstannapolis.com.

Receivables Purchase Volume Net Loss Rate After-Tax ROA

Issuer ($B) 
3Q13

Change
(vs. 

3Q12)

Change
(vs. 

2Q13)

 ($B) 
3Q13

Change
(vs. 

3Q12)

Change
(vs. 

2Q13)
3Q13 Change

(vs. 3Q12)
Change

(vs. 2Q13) 3Q13 Change
(vs. 3Q12)

Change
(vs. 2Q13)

Chase1 $124.0 -0.4% -0.2% $107.0 10.8% 1.7% 2.86% -71 bps -45 bps 3.56% 108 bps 0 bps

Citigroup2 $111.8 2.8% 6.2% $59.8 3.5% -0.7% 3.94% -80 bps -46 bps 3.59% 13 bps 33 bps
Bank of 

America3 $90.3 -3.1% -0.3% $52.8 9.6% 1.7% 3.47% -180 bps -113 bps 3.37% 46 bps 79 bps
Capital 
One4 $69.9 -13.2% -0.8% $47.4 6.4% 0.3% 3.67% 63 bps -61 bps 3.68% 34 bps 4 bps

American 
Express5 $54.5 3.0% -0.2% $124.6 8.1% -0.8% 1.70% -20 bps -30 bps 4.16% 29 bps 17 bps

Discover6 $50.4 4.0% 1.1% $28.0 3.3% 1.4% 2.05% -29 bps -29 bps 3.55% -46 bps -41 bps
Wells 
Fargo $25.4 7.4% 2.5% $13.7 16.3% 3.6% 3.28% -39 bps -62 bps

U.S. Bank7 $17.1 4.0% 2.5% $28.8 6.8% 6.1% 3.75% -26 bps -18 bps 5.33% -111 bps -18 bps

Sum/Wtd 
Avg8 $543.4 

-0.9% 1.3%
$462.2 

7.9% 0.9%
3.10%

-89 bps -59 bps
3.68%

35 bps 22 bps
Note: 
1 Includes income from acquiring business and private label receivables and volume. 
2 Earnings restated in 1Q 2013, historical fi gures adjusted to conform to new reporting methodology. 
Purchase volume includes cash advances.

3 Receivables, purchase volume, and net loss rates are for U.S. consumer cards. After-tax ROA 
restated to refl ect “Consumer Lending” only. 

4 U.S. card business, small business, and installment loans only. Purchase volume excludes cash 
advances. Results include the impact of May 1, 2012 closing of HSBC transaction resulting in 
approx $28.2 billion in receivables at closing.

5 Receivables and charge-offs are for U.S. Cardmember Lending business only. Purchase volume 

is for U.S. Card Services segment, consumer and small business. Average earning assets is 
defi ned as all cardmember receivables (charge) and loans (revolving credit).

6 Includes U.S. domestic receivables and purchase volumes only. ROA includes merchant services 
and implied U.S. Cards tax rate of ~40%. Numbers will not tie to previous publications in light of 
a change in the Discover’s fi scal calendar, with the fi scal year now ending on Dec. 31 (vs. Nov. 
30 in previous reporting).

7 After Tax ROA refl ects Payment Services line of business income and average loans.
8 After Tax ROA excludes Wells Fargo as credit specifi c income not reported. Refl ects any previous 
quarter restatements and includes addition of U.S. Bank.



Despite the spotlight on funding, GE Capital Retail Finance is large and 
profitable – it has scale, domain expertise across many verticals, and a 
unique portfolio of private label, co-brand, and sales finance assets spread 
across a roster of attractive clients. History shows that other banks with strong 
funding have been unable (or unwilling) to compete in the retail segment in 
a meaningful way over the long term. In other words, it takes more than a 
giant balance sheet to win given the specialized nature of retail credit. One 
needs to look no further than the growth of Alliance Data in recent years to 
test that hypothesis. A more aggressive NewCo opens up many possibilities 
ranging from its pursuit of new verticals (e.g., T&E), to value-added service 
offerings (e.g., loyalty/analytics), to new alliances (e.g., mobile). While any 
IPO in consumer finance will be less sexy than those in Silicon Valley, there 
is no denying the profitability and resiliency of the credit card industry and GE 
Capital Retail Finance is no exception.

For more information, please contact John Grund, Partner specializing in 
Credit Card Issuing, john.grund@firstannapolis.com.
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A Perspective on the Pending IPO of GE Capital Retail Finance

By John Grund

On November 15, GE formally announced that it plans to spin off its credit 
card business, GE Capital Retail Finance, via a staged IPO process 
beginning in 2014. With $53 billion in receivables and a roster of large, long-
standing relationships, there is a lot of speculation in the marketplace about 
the implications of this spinoff for clients, competitors, and investors alike. The 
announcement by GE restated its rationale for the spin off, but due to SEC 
protocols, more detail will have to wait for the IPO filing. 

In many ways, the decision to spin off the card business lifts some of the 
uncertainty that has been hanging over GE since its 2007 / 2008 attempt 
to sell the business at a very inopportune time. Since the credit crisis, GE’s 
corporate executives have communicated a series of assurances to the 
investment community that GE Capital’s asset base would be managed to a 
lower, less risky level that more closely aligns with the industrial side of the 
corporation. With its commitment to the card business in question from time 
to time, a successful spin-off could prove to be a liberating event for “NewCo,” 
but notwithstanding the credit crisis, its legacy ties to GE dating back to the 
1930’s have been a source of great stability over the long term.

While the size and scope of the spin-off alone create uncertainty, our view 
is that most of the attention of clients, prospects, and investors will be 
directed at NewCo’s funding capacity and costs – the lifeblood of growth and 
competitiveness. Candidly, a sale of the business would have likely raised 
a different set of concerns in areas such as the stability of the management 
team, the integration of the operational platform, and the direction of the 
underlying business strategy. In the case of a spin off, those very areas 
are likely to be relatively stable and most of the attention will be on asset 
funding. On that note, GE Capital Retail Finance has taken steps to diversify 
and solidify its funding profile. To complement its $20 billion securitization, 
earlier this year GE Capital Retail Bank acquired an on-line deposit platform 
and $6.4 billion in deposits from MetLife. However, the backing of the parent 
company has long provided a sense of stability to its retail partners and likely 
also to regulators. Up until 2009, GE enjoyed a rare AAA rating and prior 
to the crisis it tapped the commercial paper market with ease. That said, 
GE shared with the investment community that its retail finance business is 
largely self-funded, but large competitors will be quick to point to their deposit-
gathering engines as more proven, stable, and low-cost. GE has spun off 
other businesses in similar fashion; in 2004, its insurance unit, now Genworth 
Financial, went through an IPO in stages, and more recently, GE completed 
the first stage of the IPO of GE Money Bank AG in Switzerland (trading as 
Cembra Money Bank AG), committing to over $1 billion in funding to ease 
the transition. 

All things considered, we expect this move by GE to result in increased 
competition in the retail card sector in both the short and long-term. In the 
short-term, GE will obviously attempt to retain its most attractive partners – 
especially those that are approaching the natural expiration of their contracts. 
Of course, competitors will seek to unseat them, but in this instance the 
only difference in the competitive dynamic is the IPO. Long term, NewCo 
could emerge as a more aggressive competitor to the extent that the parent 
company had the card business on a tight leash in recent years, as it carefully 
managed how GE Capital was positioned on Wall Street. 

Figure 1: GE Capital Retail Finance Portfolio Composition
($53 Billion; Q3 2013 EOP Receivables)

Note: Logos represent major clients and are not meant to be comprehensive for each category.
Source: GE investor presentations and First Annapolis Consulting analysis.
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P-Card Acceptance Update

By Frank Martien

In the world of card acceptance, 
consumers experience nearly universal 
acceptance of cards to buy goods and 
services; however, such is not always 
the case when mid to large sized 
enterprises want to use a card to pay for 
non travel-related goods and services 
from their suppliers.

In 1Q 2013, First Annapolis Consulting 
and the NAPCP (www.napcp.org) 
collaborated on a 2013 purchasing 
card acceptance survey to explore how 
the market has evolved since a first 
edition survey in 2009 and to refresh 
perspectives on suppliers’ acceptance 
of card payments from the end-user 
organization buyer’s point of view. In total, 
103 survey responses were received 
and evaluated of which 101 respondents 
had P-Card or One Card programs and 
41 respondents had ePayables (i.e., 
“ghost card” B2B payment) programs. 
Twenty-seven percent of respondents 
were “Fortune Ranking” with $2 billion or 
more in annual revenue or budget, 39% 
were Large Market ($500 million to $1.9 
billion), 31% were Mid Market ($25 to 
499 million), and 3% were Small (<$25 
million).

In the U.S., average rates of supplier 
acceptance by category of spend have 
increased almost universally from 
2009 to 2013 as shown in Figure 1. 
With the exception of shipping/parcel 
delivery, a 5% to 18% increase in rates 
of acceptance was observed. However, 
acceptance still varies by category of 
spend; and supplier resistance tends to 
increase as transaction size rises.

If one were to summarize the above 
spend verticals, buyers are experiencing 
about a two-thirds acceptance rate of 
cards from their suppliers.

Across other geographic markets as depicted in Figure 2, average acceptance 
rates are significantly lower, with Canada estimated at 47%, Latin America at 
42%, Europe at 38%, the Middle East at 26%, Africa at 17%, and AsiaPacific 
at 43%. Over time, many of these markets are expected to develop as 
multinational organizations continue to push their network and commercial 
card program providers to harmonize B2B payment solutions across markets.

In general, and likely true across geographic markets, a key finding from this 
survey is the importance of buyer education of their suppliers regarding the 
importance and benefits of card acceptance.

For more information, please contact Frank Martien, Partner specializing in 
Commercial Payments, frank.martien@firstannapolis.com. 

Figure 1: P-Card/One Card Acceptance by B2B Suppliers by Spend Vertical

Question: Do suppliers in the following industries typically accept your P-Cards/One Cards?
Source: NAPCP supplier acceptance surveys of 2009 (n=146) and 2013 (n=101).

Figure 2: P-Card/One Card Acceptance by B2B Suppliers by Geographic Market

Question: Within the following markets, approximately what percentage of your suppliers (those you target for P-Card/One Card payments) are 
“card acceptors”? If your organization does not target suppliers in a particular market, leave blank or select N/A. Average is calculated by taking 
the midpoint of the experienced supplier acceptance ranges multiplied by percentage of respondents in each range but excluding consideration 
of respondents that don’t target suppliers in a particular market. For example, the U.S. average of 68% is calculated as follows: (midpoint of 

first range of 87.5% x 47% + 62% x 19% + 37% x 12% + 12% x 7%) / (1 – 15%).
Source: 2013 NAPCP supplier acceptance survey (n=101).

Acceptance Rate U.S. Canada Latin
America Europe Middle

East Africa Asia
Pacific

75% or more 47% 11% 2% 4% 0% 0% 3%

50 to 74% 19% 8% 1% 3% 0% 0% 2%
25 to 49% 12% 5% 4% 8% 4% 1% 2%

Less than 25% 7% 15% 3% 10% 3% 4% 5%
2013 Average 68% 47% 42% 38% 26% 17% 43%



An Early and Quick Look at Holiday Season Gift Cards

By Allison Brenner

Throughout the holiday season, our team took inventory of gift card trends 
and new developments across the industry. The table below lists a few early 
gift card observations from our analysts as they perused mobile, web, and 
in-store channels. Consistent with past years, gift cards ranked at or near the 

Figure 1: Early Gift Card Observations for the 2013 Holiday Season

top of holiday shopping lists and the 2013 holiday shopping season was as 
competitive as ever. We look forward to sharing the results of our 2013 Annual 
Holiday Gift Card Study in early 2014. 

For more information, please contact Allison Brenner, Analyst,  
specializing in Credit Card Issuing, allison.brenner@firstannapolis.com.

Company Early Gift Card Observations: 2013 Holiday Season

Target • In-store displays showcase FastPacks—units of 10, 20, and 50 gift cards with envelopes included; the cards must all be loaded in 
the same denomination

• In-store signage advertises Target’s Give with Friends program on Facebook which allows for group gifting
• Third party gift cards and multi-packs are displayed throughout the store (i.e., Starbucks packs of (3)-$10 gift cards); some racks 

feature/sort them by price ($25 gifts; $50 gifts)
• A gift card is available for Target’s new digital entertainment service, Target Ticket (targetticket.com)

Gap • Gap now offers a Text Me My Rewards program, allowing users to redeem their stored value rewards from the Gap credit card 
program via mobile phone (a texted code)

• The program includes receiving real-time rewards, accessing rewards via phone, and redeeming rewards with a mobile device
• Although this is not a standard gift card offering, the stored value component caught our attention and shows the growing 

convergence of mobile, stored value, and rewards
Starbucks • The new Tweet-a-Coffee feature from Starbucks and Twitter was launched at the end of October

• Users can tweet $5 eGifts to friends and followers after they link their Twitter and Starbucks accounts
• Digital gift cards have been available on Facebook but this new Twitter feature is another example of the reach of Starbucks’ digital 

efforts
• Starbucks offered a Holiday Star Dash Promotion through 12/3/13 in which select registered stored value cardholders earned stars 

for $5 and $10 eGift cards
• For the second year in a row, Starbucks sold an exclusive $450 metal gift card (loaded with $400) via Gilt.com on 12/6/13. In 2012, 

5,000 of these high-end gift cards sold out in approximately 6 minutes. This year only 1,000 were offered and they sold out in a 
matter of seconds

• A post-holiday marketing effort that urged gift card recipients to register their cards into the loyalty program was enacted online and 
in-store

Amazon • Amazon is offering a wide selection of third party gift cards via mail (e.g., Aeropostale, Sephora, Boscov’s) featured in a designated 
click-through section on its gift card page

• Amazon has partnered with someecards.com to feature humorous designs on select Amazon eGift cards (email or Facebook 
delivery)

• As usual, Amazon is offering an array of delivery methods (email, Facebook, print at home, plastic card via mail with free gift box or 
greeting card and 1-day shipping) and festive animation for select eGifts with an option to personalize the animation with a photo

• The company now offers a multi-pack gift card section for its own proprietary gift cards as well as other retailers; multi-packs are 
received via mail

• Users can “Give the Gift of Prime” to a recipient for $79; this includes free two-day shipping via Amazon throughout the year on 
select items as well as other perks; if the recipient is already a member, the gift can be exchanged for an Amazon gift card

• Buyers can “eGift an Item” by including a suggested purchase along with an eGift card
• Kindle-branded gift cards are offered but can be used to purchase any merchandise on Amazon

Apple/iTunes • $100 iTunes gift cards were available for $85 on Cyber Monday at Best Buy
• At Sam’s Club, members pay $79.88 for (4)- $25 iTunes gift cards or (1)-$100 gift card; other discounted denominations are also 

available
Best Buy • Best Buy launched a “Give It To Win It” gift card promotion in mid-December; buyers who purchased a $25+ gift card online or in-

store from 12/11/13-12/24/13 could enter to win daily (self-selected)
• There was a daily gift card prize ranging from a $50 gift card up to a $10,000 gift card
• Buyers entered the drawing via Best Buy’s app or online

Ford • A Black Friday offer advertised up to $1,000 on a prepaid MasterCard tied to certain automobile purchases
• Sample placement for the promotion included third party websites as well as via television advertising

Source: Company websites, In-store visits, Company press releases, Cardholder emails and messages, techhive.com, EIN News, TechCunch.
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How to Grow Credit Cards from Nine to Ten Figures

By Frank Martien and Jenny Yi

In the U.S. market, 20 banks with at least 50 offices (a proxy to isolate branch-
based retail banks) have managed credit card loan programs measuring in the 
hundreds of millions in balances. As shown in Figure 1, this Cohort of banks 
represents a combined $1.2 trillion in total assets, 11,000 offices (primarily 
branches), and $8 billion in credit card loans. For many of these banks, a key 
strategic question to consider would be how to grow beyond $1 billion in credit 
card loans to achieve a “10-figure” card program. 

To explore the question of credit card loan growth more closely, the Cohort 
were arrayed several ways. Figure 2 demonstrates that credit card program 
size is positively correlated to number of offices given branches are the 
primary marketing channel for most banks. However, when one normalizes 
for number of offices, an inverse correlation actually exists in the Cohort in 
that the five banks with the highest credit card loan balances per office are 
those with the least number of offices.

Although many circumstances can certainly impact the figures, a general 
conclusion could be drawn that banks with hundreds of branches should 
be at least equally able to compete for credit card accounts as banks with 
thousands of branches. One could also speculate that driving effectiveness 
across a large base of branches is not always easy due to factors such 
as higher potential for a regionalized federation structure, legacy bank 
acquisitions for which integration is still in progress, or aggressive growth in 

Company Early Gift Card Observations: 2013 Holiday Season

Gyft • Gyft is an app that allows users to purchase and manage gift cards for over 200 partners; it recently launched a rewards program
• Users can now earn up to 3% in Gyft Points for future purchases when buying gift cards through Gyft
• Points are earned based on tender used; credit cards earn 1 point per dollar, PayPal earns 2, and Bitcoin earns 3 points per dollar
• With the launch, Gyft is giving away over 10,000,000 Gyft Points through the end of the year
• Gyft has also developed a Gyft Registry, a wish list of a consumer’s favorite gift cards
• Gyft has teamed up with the Immunity Project to donate all profits from December 2013 to HIV/AIDs vaccine research

Facebook • Facebook Gifts now only offers variations of gift cards (the multi-retailer physical Facebook-branded gift card or a digital code) 
instead of a mélange of gift cards and mail-sent gifts

• A new relationship with CashStar integrated a real-time digital gifting platform and additional retail partners (50+) in time for the 
holidays

• Through CashStar, Facebook Gift recipients will have immediate access to their gift via a barcode on an eGift and redemption will 
include barcode scanning, printing for in-store redemption, and integration with Apple’s Passbook

InComm • InComm launched a mobile shopping cart for retailers to provide consumers with the ability to purchase or send digital and plastic 
gift cards via mobile

Blackhawk • Blackhawk recently announced a partnership with PayPal to integrate into PayPal’s digital wallet
• Buyers will be able to use PayPal to buy Blackhawk’s gift cards as well as check account balances
• Blackhawk and PayPal anticipate working together in the first half of 2014 to deploy this and other functionality (offering PayPal debit 

cards at Blackhawk retail locations and integrating Blackhawk’s ReLoadIt network with PayPal’s prepaid debit/reloadable solutions)
PayPal • In time for the holidays, PayPal added support for open-loop prepaid cards in PayPal Checkout letting its users apply them to the 

purchase of products and services anywhere PayPal Checkout is available
• In early December, PayPal launched its Digital Gifts Store with Apple as its first partner; users can currently buy digital Apple iTunes 

gift cards with their PayPal accounts for either themselves or as gifts
Google • Google offered a free $25 Google Play Gift Card with a Nexus 7 purchase

Source: Company websites, In-store visits, Company press releases, Cardholder emails and messages, techhive.com, EIN News, TechCunch, USA Today.

branches for which training, product placements, and incentive structures are 
still catching up. For any financial institution, branch effectiveness is often a 
function of how many best practices a bank has adopted for which Figure 3 
provides an illustrative waterfall.

The Cohort were also analyzed for statistical relationships between the 
compounded annual growth rate in managed credit card loans from 2010 to 
2Q 2013 versus several variables. For purposes of this analysis, banks from 
Figure 1 that have recently re-launched their credit card programs, acquired 
a large credit card portfolio during this timeframe through a bank merger or 
otherwise, or sold a credit card portfolio of significant size to their program 
were excluded.

In Figure 4, credit card program growth rates were compared to current 
program size. Of course, growth naturally leads to size increases, somewhat 
biasing this analysis; however, in general, we found that larger programs were 
more successful in growing than smaller ones with an R-squared coefficient 
of 0.16. Figure 4 also plainly depicts that more than half of these programs 
declined in size from 2010 to 2Q 2013.

Over time, a credit card program manager may seek to pursue specific 
segments or engineer changes in key KPIs; so the Cohort were also analyzed 
for correlations of growth with factors available from FDIC call reports, such 
as changes in credit line utilization, credit card interest yield, and credit card 
gross charge-off rates. As shown in Figure 4, banks in the Cohort that lowered 



7 of 9 © 2013 First Annapolis Consulting, Inc.November / December 2013 Navigator

Figure 1: Bank Holding Companies With $100 million to
 $1 billion in Credit Card Loans as of 2Q 2013

Holding 
Company

(abbreviated)

Total Assets
(in $ bil)

Total
Offices

Managed Credit
Card Loans 

($ mil)
Regions $118 1,713 $861 
Commerce $23 201 $761 
HSBC $183 248 $738 
Key $88 1,058 $701 
SunTrust $167 1,551 $641 
BBVA Compass $69 694 $632 
BMO Harris $90 694 $439 
Santander $83 763 $414 
BancWest $80 688 $361 
First BanCorp. $13 71 $333 
First Niagara $37 440 $304 
UMB $15 111 $299 
M&T $84 782 $276 
First Citizens $23 401 $235
Synovus $26 282 $183 
Simmons First $4 85 $174 
Arvest $14 272 $170 
Zions $54 491 $146 
FirstMerit $23 416 $143 
First Horizon $25 187 $137 

Total $1,220 11,148 $7,946 

Source: First Annapolis Consulting analysis of FDIC call report data via SNL.

Figure 3: Branch Channel Throughput by Strategies Deployed
(For illustration purposes only - not empirically validated)

Figure 2: Credit Card Loans and Bank Offices

Source: First Annapolis Consulting analysis of FDIC call report data via SNL.

Source: First Annapolis Consulting market observations and benchmarks. 
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Figure 4: Credit Card Program Growth vs.Program Size

Source:  First Annapolis Consulting analysis of FDIC call report data via SNL.

their credit line utilization or raised their interest yields tended to achieve better 
growth rates; however, statistical relationships (based on R-squared) for both 
are weak. Changes in charge-off rates were more significantly correlated. 
Every bank in Figure 4 enjoyed significant reductions in their charge-off rates 
during this timeframe; and those with more significant decreases also posted 
better growth rates. Of course, one must remember that any credit card 
program in hyper growth mode will typically lower charge-off rates due to the 
loan loss lag effect or so-called “speedboating.”

Figure 5 compares average program growth to the number of consumer 
credit card products offered. The two banks that offer only one product both 
experienced negative program growth.

Figure 6 maps out the types of consumer cards offered, compared to program 
growth. All the banks in Figure 6 offer some type of rewards product. To 
render a few observations, only three banks issue a standard everyday credit 
card with no unique rewards or benefits; and all three experienced negative 
program growth. While these programs also offer rewards cards, one could 
speculate whether a continued presence of a standard credit card offering 
may eventually become less relevant or even distracting for customers or 
branch personnel. Conversely, the program with the highest average growth 
offers the broadest set of consumer cards.

In summary, many banks with credit card programs measured in the hundreds 
of millions of dollars would like to grow past the one billion mark. Along with 

Figure 5: Number of Credit Card Product Types 
Compared to Range of Credit Card Program Growth

Source: First Annapolis Consulting analysis of FDIC call report data via SNL and 
website research as of November 2013.
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Figure 6: Consumer Credit Card Product Types Compared to 
Credit Card Program Growth

Note: Travel cards includes those that offer rewards based 
on travel-related purchases and/or offer travel-related 

redemption or benefits such as no foreign exchange fees, 
chip-enablement, concierge service, VIP lounge access, etc.

Source: First Annapolis Consulting analysis of FDIC call report 
data via SNL and website research as of November 2013.

Program 
Growth

Card Product Types Offered
Total # of 

Consumer 
CardsStandard

Basic 
Earn 
Rate

Tiered 
Earn 
Rate

Cash 
Back Travel

Low 
Interest 

Rate
Secured

Bank A 9%      5
Bank B 7%    4
Bank C 6%  3
Bank D 2%    3
Bank E -2%    3
Bank F -3%  1
Bank G -4%    9
Bank H -4%    4
Bank J -5%  1
Bank K -5%    3
Bank L -5%   3
Bank M -16%    3

maintaining strong compliance with regulations, 
banks that achieve the highest growth will invest in 
branch origination and product innovation to help 
attract their most profitable depository customers 
to also carry and use their credit cards.

For more information, please contact  
Frank Martien, Partner,  
frank.martien@firstannapolis.com or  
Jenny Yi, Analyst, jenny.yi@firstannapolis.com. 
Both specialize in Commercial Payments.

Figure 1: Monthly Average Stock Price Tracker

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

Cap ($Billions)

Issuers
American Express $85.80 5% 50% $92.15 
Bank of America $15.82 13% 36% $168.74 
Capital One $71.63 5% 24% $41.71 
JPMorgan Chase $57.22 11% 32% $215.07
Citi $52.92 8% 34% $160.51 
Discover $53.30 3% 39% $25.42 
FleetCor $121.78 6% 127% $10.02 
U.S. Bank $39.22 5% 23% $71.63 
WEX $99.26 6% 32% $3.86 
 Weighted Average - 9% 36% -

Acquirers / Processors
FIS $50.68 4% 46% $14.75 
Fiserv $109.89 5% 39% $14.17 
Global Payments $63.05 6% 39% $4.60 
Heartland $44.91 11% 53% $1.66 
TSYS $31.05 4% 46% $5.89 
Vantiv $30.30 10% 48% $4.30 

Weighted Average - 5% 44% -

Networks
MasterCard $760.81 6% 55% $91.58 
Visa $203.46 4% 35% $129.82 

Weighted Average - 5% 43% -

Market Index
S&P 500 $1,805.81 3% 27% -

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

By Collin Bauer

Figure 1 is the Payments Industry Stock Price Tracker for November 2013. 
The table measures stock prices and market capitalization, as well as 
movement over the last month, and year-to-date. Building on the positive 
momentum in October, the companies that First Annapolis monitors 
across the payments value chain again experienced gains in November, 
and each sector is exceeding the broader market’s 27% year-to-date 
increase. Stock prices increased for each of the companies tracked over 
the last month, and all companies either matched or outpaced the S&P’s 
3% gain in November.

In summary:

The issuing sector posted gains of 9% in aggregate last month. This 
performance was largely driven by the two largest issuers, Bank of 
America and Chase, each posting double digit gains. FleetCor and 
American Express have outperformed all other issuers this year, posting 
gains of 127% and 50% respectively, year-to-date.

The processor / acquirer sector also experienced positive results last 
month, with an overall increase of 5%. Heartland’s stock gained 11% and 
outperformed others in this segment over the last month, and its stock 
price is up 53% year-to-date. Additionally, Fiserv and FIS, the two largest 
companies in this sector, posted gains of 5% and 4% respectively in 
November. 

In aggregate, MasterCard and Visa were up 5% in November, and 43% 
year-to-date. Stock prices for MasterCard and Visa rose 6% and 4% 
respectively last month and each network currently sits near its respective 
all-time high. 

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

Payments Industry Stock Price Tracker


