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Business Update

Financial & Operational Overview

Economic Update

Business Highlights

Ajay Banga:
[See Separate Document]
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4th Quarter Selected Financial Performance
($ in millions, except per share data)

YOY Growth
4Q 17 4Q 16 Currency

Non-GAAP1 Non-GAAP1 Non-GAAP Neutral

Net revenue $ 3,312 $ 2,756 20% 18%

Total operating expenses 1,623 1,383 17% 15%

Operating income 1,689 1,373 23% 20%

Operating margin 51.0% 49.8% 1.2 ppt 1.1 ppt

Net income $ 1,208 $ 940 28% 25%

Diluted EPS $ 1.14 $ 0.86 33% 30%

Effective tax rate 26.8% 28.7%

1 Excludes special items relating to deconsolidation of Venezuela, US tax reform and last year's U.K. merchant litigation provision. See
Appendix A for Non-GAAP reconciliation.

Martina Hund-Mejean:
 
Thanks Ajay, and good morning everyone. As you can see in the highlights on page 3, we have delivered
another strong quarter. F/X was a tailwind of about 2.5 ppt to net revenue and 3 ppt to net income,
primarily due to the strengthening Euro. I will now highlight the numbers on a currency-neutral basis,
excluding the impact of special items which I will explain in more detail on the next slide:

• Net Revenue grew 18%, driven by solid momentum in our core business, and includes a 3 ppt benefit
from acquisitions. 

• Operating Expenses, increased by 15% and includes an 8 ppt impact from acquisitions, primarily for
Vocalink.

• Operating income grew by 20%, while Net Income was up 25%, resulting from our strong underlying
performance and a lower tax rate.

• EPS was $1.14, up by 30% year-over-year, with share repurchases contributing 3 cents per share.
During the quarter, we repurchased about $1 billion worth of stock and an additional $287 million
through January 30, 2018.
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Special Item Impact on 
Net Income ($M)

Diluted EPS 
Impact ($)

U.S. Tax Reform

Transition Tax (629) (0.59)

Revaluation of deferred tax assets and
liabilities (157) (0.15)

Other (87) (0.08)

Total Tax Impacts (873) (0.82)

Venezuela Charge (108) (0.10)

Total Special Items (981) (0.92)

4th Quarter Special Items

Turning to page 4, let me touch on the special items we had this quarter: 

• The U.S. tax reform resulted in three impacts to the tax line in our P&L in the 4th quarter. This is our best
estimate based on our current interpretation of the new tax laws and could still change during 2018:

◦ The first item is a $629 million charge related to deemed repatriation on accumulated foreign
earnings and is payable over 8 years. 

◦ The second item is related to the revaluation of our deferred tax assets and liabilities at the new
corporate tax rate of 21%. Since we are in a net deferred tax asset position, we have recorded a
$157 million charge this quarter.

◦ Finally, we had an $87 million impact due to the loss of certain foreign tax credits and a change in
policy regarding foreign earnings.

◦ The total of all tax impacts related to the U.S. tax reform bill was $873 million or eighty-two
cents per share.

• In addition, the economic and political conditions in Venezuela continue to deteriorate and therefore,
similar to what other companies have already done, we have decided to exclude the financial results of
those operations from our consolidated financial statements for future periods. This has resulted in a
pre-tax charge of $167 million, or $108 million after tax. However, we will continue to provide switching
and other services in the country.

• As a result of these special items, we had combined after-tax impacts of $981 million, or ninety-two
cents per share this quarter.
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Worldwide Rest of World
13% Growth United States 14% Growth

13% Adjusted Growth* 9% Growth 15% Adjusted Growth*

$1,230
$1,420

$843
$998

$387 $423

* Adjusted for the impact of recent EU regulatory changes
Notes: 1.  Growth rates are shown in local currency
             2.  Figures may not sum due to rounding

($ in billions)
4th Quarter Gross Dollar Volume (GDV)

Martina Hund-Mejean:

So let’s turn to page 5, where you can see the operational metrics for the 4th quarter. 

Worldwide Gross Dollar Volume, or GDV, growth was 13% on a local currency basis, up 2 ppt from
last quarter. We saw solid double-digit growth in all regions outside of the U.S.

• U.S. GDV grew 9%, up 3 ppt from last quarter, and was made up of Credit and Debit growth of
10% and 8%, respectively.

• Outside of the US, volume growth was 15%, up 2 ppt from last quarter, led by Europe and Asia. 

Cross-border volume grew at a healthy 17% on a local currency basis, with strong double-digit
growth across all regions, led by the US and Europe. 

Credit Debit / Prepaid
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Martina Hund-Mejean:

Turning to page 6, switched transactions continued to show strong growth at 17% globally, with
U.S. growth up sequentially. Similar to the last few quarters, we saw healthy double-digit growth in
all regions outside of the U.S. 

Globally, there are 2.4 billion Mastercard and Maestro-branded cards issued.

4th Quarter Switched Transactions and Cards
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Domestic
Assessments

Cross-Border
Volume Fees

Transaction
Processing Fees

Other 
Revenues

Rebates and
Incentives Total Net Revenue

Growth

As reported 21% 23% 25% 17% 25% 20%

Currency-neutral 19% 19% 22% 15% 23% 18%

Note: Figures may not sum due to rounding.

4th Quarter Revenue
($ in millions)

4Q16 4Q17

$4,000
$3,000
$2,000
$1,000

$0
-$1,000
-$2,000
-$3,000

$1,142 $910
$1,350

$724

$(1,370)

$2,756

$1,379 $1,117
$1,683

$851

$(1,718)

$3,312

Now let’s turn to page 7, for highlights on a few of the revenue line items, again described on a currency-neutral
basis unless otherwise noted. 

• As I already mentioned, Net Revenue increased by 18%, including approximately a 3 ppt benefit from
acquisitions, and was driven by strong transaction and volume growth, as well as growth in services.

• Rebates and Incentives grew 23%, reflecting higher volumes and incentives for new and renewed deals.

Looking quickly at the individual revenue line items: 

As we've commented on throughout the year, the difference between fees charged and volumes in the domestic
assessments and cross-border categories were mainly due to pricing, which was essentially offset in Rebates
and Incentives, as well as some mix. This continues to be the case this quarter.

• Domestic Assessments grew 19%, while worldwide GDV grew 13%.

• Cross-Border Volume Fees grew 19%, while cross-border volume was up 17%. 

• Transaction Processing Fees grew 22%, primarily driven by the 17% growth in switched transactions, as well
as revenues from our various service offerings. 

Finally, Other Revenues grew 15%. As a reminder, most of the Vocalink revenue shows up in this line. Advisors
and safety and security revenues were also up. These items more than offset the 4 ppt  impact from the changes
we made to our loyalty business in Asia that I've called out previously.
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4th Quarter Operating Expenses
4Q16 4Q17

$2,000

$1,500

$1,000

$500

$0

$983

$308
$92

$1,383
$1,197

$311
$115

$1,623

($ in millions)

General & Administrative Advertising & Marketing Depreciation & Amortization Total Operating Expenses
Growth

Non-GAAP 22% 1% 26% 17%

Currency-neutral 19% (2)% 25% 15%

Note:  Figures may not sum due to rounding.
1   Excludes the impact of Venezuela de-consolidation charge ($167M pre-tax) recorded in Q4 2017
2 Excludes the impact of U.K. merchant litigation provision ($10M pre-tax) recorded in Q4 2016
See Appendix A for Non-GAAP reconciliation.

Moving on to page 8, you can see that Total Operating Expenses increased 15%, excluding special
items, on a currency-neutral basis, and was higher than our expectations due to F/X hedging losses.

Similar to last quarter, this includes an 8 ppt impact from acquisitions, primarily from Vocalink,
including the impact of purchase accounting and integration-related costs.

The remainder was due to our continued investments in geographic expansion and digital
capabilities. 

1

2

1
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Looking Ahead

Business update through January 28th

Thoughts for 2018 

Martina Hund-Mejean:
[See Separate Document]
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Thoughts for 2018
Well-Positioned to Deliver Strong Operating Performance

1 Excludes special items and $100M contribution to a non-profit entity

2018 Estimated Growth 
(Currency-neutral)

Net Revenue Operating
Expenses 1

Organic Growth
(Based on prior revenue recognition rules, excluding acquisitions) 

High end of low-
double digits Mid-single digit
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1 Excludes special items
2 $100M contribution to a non-profit entity

2018 Estimated Growth 
(Currency-neutral)

Net Revenue Operating
Expenses 1

Organic Growth 
(Based on prior revenue recognition rules, excluding acquisitions) 

High end of low-
double digits Mid-single digit

Adjustments:
Acquisition impact

~ 0.5 ppt ~ 2 ppt

Impact of new revenue recognition rules in 2018 ~ 2.5 ppt ~ 4 ppt

Center for Inclusive Growth Investment 2 N/A ~ 2 ppt

Growth Including Adjustments 
(Based on new revenue recognition rules, including acquisitions) Mid-teens Low-double digits

Thoughts for 2018
Well-Positioned to Deliver Strong Operating Performance
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Updated 2016 - 2018 Performance Objectives

Prior Updated
(Based on prior revenue

recognition rules)
(Based on new revenue

recognition rules)

Net Revenue*
High end of low

double-digit
(12-13%)

Increased to 
low-teens
(13-14%)

Annual Operating
Margin % Minimum 50% Minimum 50%

EPS CAGR %* ~20% Mid 20's

*On a currency-neutral basis, excluding acquisitions and special items, normalized for taxes. Based on 2015 pro forma EPS utilized to
measure 3-year diluted EPS target performance (2016 - 2018).
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Appendix A
Non-GAAP Reconciliation
($ in millions, except per share data)

Note:  Figures may not sum due to rounding
** Not applicable
1 Impact of the Tax Cuts and Jobs Act (“Tax Act Impact”) recognized in Q4’17 of $873 million ($0.82 per diluted share).
2 Impact of the deconsolidation of our Venezuelan subsidiaries (“Venezuela Charge”) in Q4’17 of $167 million ($108 million after tax, or $0.10 per diluted share). 
3  Impact of a provision for litigation in Q4’16 of $10 million ($7 million after-tax, or $0.01 per diluted share), relating to the U.K. Merchant Litigation Provision (“U.K. Merchant Litigation
Provision”).

Three Months Ended December 31, 2017
General &

Administrative
 Operating
expenses

Operating
margin

Effective income
tax rate  Net income

 Diluted earnings
per share

($ in millions, except per share data)

Reported - GAAP $ 1,364 $ 1,790 46.0% 84.7 % $ 227 $ 0.21
Tax Act Impact 1 ** ** ** (58.8)% 873 0.82
Venezuela Charge 2 (167) (167) 5.0% 0.9 % 108 0.10
Non-GAAP $ 1,197 $ 1,623 51.0% 26.8 % $ 1,208 $ 1.14

Three Months Ended December 31, 2016
General &

Administrative
 Operating
expenses

Operating
margin

Effective income
tax rate  Net income

 Diluted earnings
per share

($ in millions, except per share data)
Reported - GAAP $ 983 $ 1,393 49.4% 28.8 % $ 933 $ 0.86
U.K. Merchant Litigation Provision 3 — (10) 0.4% (0.1)% 7 0.01
Non-GAAP $ 983 $ 1,383 49.8% 28.7 % $ 940 $ 0.86



©
20

18
 M

as
te

rc
ar

d

February 1, 2018 16

Appendix A
Non-GAAP Reconciliation
($ in millions, except per share data)

Note:  Figures may not sum due to rounding
** Not applicable
1 Impact of the Tax Cuts and Jobs Act (“Tax Act Impact”) recognized in Q4’17 of $873 million ($0.82 per diluted share).
2 Impact of the deconsolidation of our Venezuelan subsidiaries (“Venezuela Charge”) in Q4’17 of $167 million ($108 million after tax, or $0.10 per diluted share). 
3  Impact of a provision for litigation in Q4’16 of $10 million ($7 million after-tax, or $0.01 per diluted share), relating to the U.K. Merchant Litigation Provision (“U.K. Merchant
Litigation Provision”).
4  Represents the foreign currency translational and transactional impact.

Three Months Ended December 31, 2017 as compared to the Three Months Ended December 31, 2016
Increase/(Decrease)

Net revenue
General &

Administrative
 Operating
expenses

Operating
margin

Effective income
tax rate  Net income

 Diluted
earnings per

share

Reported - GAAP 20 % 39 % 28 % (3.4) ppt 55.9 ppt (76)% (76)%
Tax Act Impact 1 ** ** ** ** (58.8) ppt 93 % 98 %
Venezuela Charge 2 ** (17)% (12)% 5.0 ppt 0.9 ppt 12 % 12 %
U.K. Merchant Litigation Provision 3 ** ** 1 % (0.4) ppt – ppt (1)% (1)%
Non-GAAP 20 % 22 % 17 % 1.2 ppt (1.9) ppt 28 % 33 %
Foreign currency 4 (3)% (2)% (2)% (0.1) ppt  - ppt (3)% (3)%
Non-GAAP - currency-neutral 18 % 19 % 15 % 1.1 ppt (1.9) ppt 25 % 30 %
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Appendix B
Article 8 Impacts on Europe and Worldwide
GDV and Purchase Volume Growth Rates

Growth (Local Currency)
2016Q1 2016Q2 2016Q3 2016Q4 2017Q1 2017Q2 2017Q3 2017Q4 FY2016 FY2017

GDV
Europe as reported 18% 14% 4 % 3 % 1 % 5% 15% 16% 10% 10%
Europe adjusted for Article 8 20% 19% 17 % 16 % 14 % 15% 16% 17% 18% 16%

Worldwide as reported 13% 11% 7 % 5 % 5 % 6% 10% 13% 9% 9%
Worldwide adjusted for Article 8 14% 13% 10 % 8 % 8 % 9% 11% 13% 11% 10%

Purchase Volume
Europe as reported 14% 9% (3)% (3)% (3)% 2% 16% 18% 4% 8%
Europe adjusted for Article 8 16% 15% 16 % 16 % 17 % 17% 19% 20% 16% 18%

Worldwide as reported 12% 9% 5 % 4 % 4 % 6% 11% 13% 7% 8%
Worldwide adjusted for Article 8 12% 11% 9 % 8 % 9 % 9% 11% 13% 10% 11%

Note: Article 8 of the EU Interchange Fee Regulation related to card payments that became effective June 9, 2016 states that a network can no longer charge fees on domestic EEA
payment transactions that do not use its payment brand. Prior to that, Mastercard collected a de minimis assessment fee in a few countries, particularly France, on transactions with
Mastercard co-badged cards if the brands of domestic networks (as opposed to Mastercard) were used. As a result, the non-Mastercard co-badged volume is no longer being included.

To aid in understanding the underlying trends in the business, the table above reflects adjusted growth rates for the impact of Article 8, by eliminating the related co-badged volumes.
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Appendix C
Non-GAAP Reconciliation
2018 full-year financial outlook

2018 vs. 2017
Increase/(Decrease)

Net revenue Operating expenses

Organic Growth 
(Based on prior revenue recognition rules, excluding acquisitions) 1

High end of low-double-
digits Mid-single-digits

Acquisition impact 2 ~ 0.5 % ~ 2 %
Impact of new revenue recognition rules ~ 2.5 % ~ 4 %
Center for inclusive growth investment 3 ** ~ 2%
Growth Including Adjustments 
(Based on new revenue recognition rules, including acquisitions) Mid-teens Low-double-digits

Special items 4 ** (3)%
Foreign currency 5 1-2% 1-2%

Forecasted growth - U.S. GAAP 6 Low end of high-double-
digits Low-double- digits

1 Excludes special items and impact of foreign currency
2 Acquisitions made in 2017
3 $100M contribution to a non-profit entity
4 Impact of the 2017 Venezuela Charge ($167M pre-tax) and a provision for litigation in Q1'17 ($15M pre-tax) relating to a settlement for Canadian Merchant Litigation
("Canadian Merchant Litigation Provision")
5 Impact of foreign currency for both the translational and transactional impacts
6 U.S. GAAP - 2018 budget versus 2017 reported results
** Not applicable

Script:
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Appendix D
Impact of New Revenue Recognition Rules in 2018
($ in millions)

• Prospective implementation starting Jan. 2018

• Quarterly disclosures will include revenue and operating expense on pre-existing standard

Estimated 2018 Impact

Key impacts: Revenue Expense

– Market Development programs + 200 + 200

– Certain customer incentives recognized over the life of
contract rather than when earned + 100 N/A
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Appendix E
Non-GAAP Reconciliation
Long-term Performance Objectives (2016-2018)
Based on New Revenue Recognition Rules in 2018

1 Based on 2015 proforma diluted EPS of $3.12 utilized to measure 3‐year diluted EPS target performance (2016‐2018). See Appendix F
2 Impact of the 2015 termination of the U.S. employee pension plan ($0.04 per diluted share) and the U.K. merchant litigation provision ($0.04 per diluted share) 
3 Impact of 2017 acquisitions
4 Impact of foreign currency for both the translational and transactional impacts
5 Impact of discrete tax benefits and the tax impact of non-recurring repatriation benefits in 2015 ($0.31 per diluted share)

** Not applicable

2016-2018
3-Year CAGR

Increase/(Decrease)

Net Revenue EPS1

Non-GAAP - excluding special items, currency-neutral, normalized taxes Low-teens (13-14%) Mid 20's
Special items2 ** 1%
Acquisitions3 1% (0-1)%
Foreign currency4 0-1% 0-1%
Significant tax items5 ** (4)%
U.S. GAAP Mid-teens Low 20's
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Appendix F
FY 2015 pro forma EPS1

1 Pro forma 2015 EPS utilized to measure 3-year EPS target performance (2016-2018)
2 Represents effect of discrete tax benefits and the tax impact of non-recurring repatriation benefits
3 Represents effect of the termination of the U.S. employee pension plan
4 Represents effect of the U.K. Merchant Litigation Settlement

2015
Diluted earnings per share GAAP $3.35
Significant tax items2 (0.31)
U.S. employee pension plan settlement charge3 0.04
Provision for litigation settlement4 0.04
Diluted earnings  per share non-GAAP 3.12
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