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Business Update

Key Trends

Business Highlights

Ajay Banga & Michael Miebach:

Financial Overview
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3rd Quarter Selected Financial Performance
($ in millions, except per share data)

YOY Growth
3Q 20 3Q 19 Currency

Non-GAAP Non-GAAP As adjusted Neutral

Net revenue $ 3,837 $ 4,467  (14) %  (14) %

Adjusted operating expenses  1,732  1,812  (4) %  (5) %

Adjusted operating income  2,105  2,655  (21) %  (20) %

Adjusted operating margin  54.9 %  59.4 %  (4.6) ppt  (4.2) ppt

Adjusted net income $ 1,605 $ 2,191  (27) %  (26) %

Adjusted diluted EPS $ 1.60 $ 2.15  (26) %  (25) %

Adjusted effective tax rate  20.0 %  16.8 %

Note: See Appendix A for Non-GAAP reconciliation.

Sachin Mehra:
Thanks, Michael. Turning to page 3, which shows our financial performance for the quarter on a currency-
neutral basis and excluding the impact of gains and losses on the company's equity investments.

• Net Revenue was down (14)%, reflecting the impacts of the pandemic, and includes a 1 ppt benefit 
from acquisitions.

• Operating Expenses were down (5)% year-over-year, or down (8)% if you exclude the 3 ppt impact of 
acquisitions.

• Operating Income was down (20)%, and Net Income was down (26)%, both of which include a  1 ppt 
decrease from acquisitions. 

• EPS was down (25)% year-over-year to $1.60, which includes 3 cents of dilution related to our recent 
acquisitions offset by a 3 cent contribution from share repurchases.

• During the quarter, we repurchased about $2.1 billion worth of stock and an additional $392 million 
through October 23, 2020. 



©
20

20
 M

as
te

rc
ar

d

October 28, 2020 4

$821 $737

$244 $214
$577 $523

$831 $911

$249 $299

$582 $612

Credit Debit / Prepaid

3Q19 3Q20 3Q19 3Q20 3Q19 3Q20
$0

$200
$400
$600
$800

$1,000
$1,200
$1,400
$1,600
$1,800

Worldwide United States Rest of World
1% Growth 4% Growth Flat Growth

$1,652 $1,648

$1,159 $1,135

$493 $513

Notes: 1.  Growth rates are shown in local currency.
             2.  Figures may not sum due to rounding.

($ in billions)

3rd Quarter Gross Dollar Volume (GDV)

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

Worldwide Gross Dollar Volume, or GDV, increased by 1% year-over-year on a local currency basis, 
reflecting the effects of the pandemic.

• U.S. GDV increased by 4%, with Debit growth of 20%, partially offset by a Credit decline of (12)%. 

• Outside of the US, volume was flat. 

Cross-border volume was down (36)% globally for the quarter.  As we have previously mentioned, the 
pace of recovery in lower yielding Intra-Europe volumes is stronger than other cross-border which is 
higher yielding.  Specifically, Intra-Europe volume was down (23)%, whereas other cross-border was 
down (49)% as border restrictions were eased in Europe in advance of other locations.
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Turning to page 5, switched transactions showed growth of 5% in the third quarter globally.  We 
saw positive growth in switched transactions across most regions, aided in part by the continued 
adoption of contactless that Michael mentioned earlier.

In addition, card growth was 5%.  Globally, there are 2.7 billion Mastercard and Maestro-branded 
cards issued.

3rd Quarter Switched Transactions and Cards
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   Notes: Figures may not sum due to rounding.
   *Growth rates have been normalized to eliminate the effects of differing switching and carryover days between periods.
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Growth
Domestic 

Assessments
Cross-Border
Volume Fees

Transaction
Processing

Other 
Revenues

Rebates and 
Incentives Total Net Revenue

As reported 2% (48)% 1% 5% —% (14)%

Currency-neutral 5% (48)% 1% 6% 2% (14)%

Note: Figures may not sum due to rounding.

3rd Quarter Revenue
($ in millions)
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Now let’s turn to page 6 for highlights on a few of the revenue line items, again described on a currency-neutral 
basis unless otherwise noted. 

• The decrease in Net Revenue of (14)% was primarily driven by a decline in cross-border volumes due to the 
effects of border restrictions and social distancing measures, partially offset by growth in GDV, switched 
transactions and continued growth in our services. As previously mentioned, acquisitions contributed 
approximately 1 ppt to Net Revenue growth.  As a reminder, the transaction with Nets did not close this quarter 
as previously expected.

Looking quickly at the individual revenue line items: 

• Domestic Assessments were up 5%, while worldwide GDV grew  1%.  The 4 ppt difference is primarily due to 
favorable mix. 

• Cross-Border Volume Fees decreased (48)%, while cross-border volume decreased (36)%. The 12 ppt difference 
is due to adverse cross-border mix mainly driven by a slower recovery in non-Intra Europe cross-border volumes 
that are higher yielding than Intra Europe cross-border volumes.

• Transaction Processing Fees were up 1%, while switched transactions were up 5%.  The 4 ppt difference is 
primarily driven by the adverse cross-border mix I just mentioned.

• Other Revenues were up 6% including a 2 ppt contribution from acquisitions. The remaining growth was driven by 
our Cyber & Intelligence and Data & Services solutions.  Also, just as a reminder, growth in Other Revenues was 
impacted by a difficult year-ago comp.

Finally, Rebates and Incentives were up 2%.
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3rd Quarter Adjusted Operating Expenses
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Growth General & Administrative Advertising & Marketing Depreciation & Amortization Adjusted Operating Expenses

Non-GAAP (2)% (26)% 3% (4)%

Currency-neutral (2)% (26)% 2% (5)%

Note: See Appendix A for Non-GAAP reconciliation. Figures may not sum due to rounding.

Moving on to page 7, you can see that on a currency-neutral  basis, Total Operating Expenses 
decreased (5)%. This includes a 3 ppt increase related to acquisitions, which was lower than expected, 
primarily due to a delay in the closing of the transaction with Nets. 

Excluding acquisitions, expenses decreased (8) ppt, which was also better than expectations, primarily 
related to actions taken to reduce advertising and marketing, travel, personnel costs and professional 
fee related expenses. 
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Business Update Through October 21st

Turning to page 8, let’s discuss what we have seen through the first three weeks of October. One point 
to note: while the week ending October 21st shows higher growth metrics relative to the prior week, 
this is being primarily driven by the timing of significant promotional activity by an e-comm merchant 
and their competitors.  Through the first three weeks of October, each of the metrics are in line with 
recent trends, adjusting for this e-comm promotional activity. 

Commenting on the specific metrics,

Starting with Switched Volumes, we believe that most markets are in the Normalization phase 
domestically, with some approaching Growth.  When you look at how people are spending, card 
present growth rates remain steady, with strength in retail categories such as groceries, offset by 
some declines in T&E.  Card not present growth rates remain healthy.

Trends in Switched Transactions remain steady, benefiting from increased contactless penetration.

In terms of Cross Border, Intra-Europe continues to outpace other cross-border volumes.  As previously 
mentioned, Intra-Europe yields are lower than those of other cross-border volumes.

year-over-year growth %

July 
Full Month1

August 
Full Month1

September 
Full Month1

Week ending 
October 7

Week ending 
October 14

Week ending 
October 21

Switched volume2 2% 2% 3% 3% 2% 5%

United States 6% 4% 6% 6% 3% 8%

Worldwide less U.S. (3)% 1% —% 1% 1% 3%

Switched transactions3 3% 6% 5% 6% 6% 5%

Cross-border volume2 (39)% (35)% (35)% (34)% (34)% (30)%

Intra-Europe (25)% (21)% (23)% (22)% (21)% (15)%

Other Cross-Border (51)% (49)% (46)% (44)% (46)% (44)%

1. Growth rates have been normalized to eliminate the effects of differing switching and carryover days between periods
2. Mastercard-branded programs only; on a local currency basis
3. Total number of transactions switched by Mastercard
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Cross-border Volume Trends

Turning now to page 9, I'd like to provide additional color on the Cross-Border trends across Card 
present and Card not present.  You can see the trends that we laid out through the course of the 
quarter continue.  The e-comm promotional activity I referenced also impacted cross-border growth 
for the week ending October 21st.

• In total, if you look at the grey line, Total Cross-border continues in a similar band.
• If you look at the orange line, Card present spend has declined slightly, following an uptick in 

travel over the summer holiday season. 
• Card not present growth, which is the yellow line on the chart, continues to be resilient and has 

held up well. 
• The green line represents Card not present spend, excluding online travel related spend, and 

remains positive.  We continue to see strong growth across retail categories, particularly in 
discretionary areas like clothing and home improvement as well as in non-discretionary 
categories such as groceries.  This line was particularly impacted by the e-comm promotional 
activity.

One final point regarding all our metrics.  Given the recent increases in covid-19 cases, we are closely 
monitoring the impact on spending of additional mitigation measures that are being put in place, 
particularly in Europe.

1. Through October 21st MTD
Note: Cross-border volume growth is calculated in a manner as defined in our Supplemental Operational Performance Data

Card not present (Non-travel) Card not present Total Card present
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Looking Ahead

Further thoughts



Appendices 
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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 Q3’20 and Q3’19, net losses of $91 million and $100 million, respectively, were primarily related to unrealized fair market value adjustments on marketable and non-marketable equity securities. 

Three Months Ended September 30, 2020
 Operating 

expenses
 Operating 

income
Operating 

margin
Other	Income	
(Expense)

Effective income 
tax rate  Net income

 Diluted earnings 
per share

Reported - GAAP $ 1,732 $ 2,105  54.9 % $ (190)  21.0 % $ 1,513 $ 1.51 

(Gains) losses on equity investments 1  ** **  **  91  (1.0) %  92 $ 0.09 

Non-GAAP $ 1,732 $ 2,105  54.9 % $ (99)  20.0 % $ 1,605 $ 1.60 

Three Months Ended September 30, 2019
 Operating 

expenses
 Operating 

income
Operating 

margin
Other	Income	
(Expense)

Effective income 
tax rate  Net income

 Diluted earnings 
per share

Reported - GAAP $ 1,812 $ 2,655  59.4 % $ (121)  16.9 % $ 2,108 $ 2.07 

(Gains) losses on equity investments 1 ** ** **  100  — %  84 $ 0.08 

Non-GAAP $ 1,812 $ 2,655  59.4 % $ (21)  16.8 % $ 2,191 $ 2.15 
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Appendix A (continued)
Non-GAAP Reconciliation

Note:  Figures may not sum due to rounding.
** Not applicable
1 Q3’20 and Q3’19, net losses of $91 million and $100 million, respectively, were primarily related to unrealized fair market value adjustments on marketable and non-marketable equity securities. 
2 Represents the translational and transactional impact of currency.

Three Months Ended September 30, 2020 as compared to the Three Months Ended September 30, 2019
Increase/(Decrease)

Net revenue
 Operating 

expenses
 Operating 

income
Operating 

margin
Effective income 

tax rate  Net income
 Diluted earnings 

per share
Reported - GAAP  (14) %  (4) %  (21) %  (4.6)  ppt  4.1  ppt  (28) %  (27) %
(Gains) losses on equity investments 1 ** ** ** **  (0.9)  ppt  1 %  1 %
Non-GAAP  (14) %  (4) %  (21) %  (4.6)  ppt  3.2  ppt  (27) %  (26) %
Currency impact 2  — %  — %  1 %  0.3  ppt  0.1  ppt  1 %  1 %
Non-GAAP - currency-neutral  (14) %  (5) %  (20) %  (4.2)  ppt  3.3  ppt  (26) %  (25) %
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Appendix B
Non-GAAP Reconciliation
Fourth quarter 2020 operating expenses outlook

Q4'20 vs. Q4'19
Increase/(Decrease)

Forecasted Growth - GAAP 1 Low-single-digits

Litigation provisions **

Non-GAAP Growth Low-single-digits

Currency impact 2 (0-1)%

Acquisitions 3 (4-5)%

Non-GAAP Growth, currency neutral, excluding acquisitions (Low-single-digits)

** Not applicable.
1 GAAP - Q4'20 Forecast versus Q4'19 reported results
2 Represents the projected translational and transactional impact of currency.
3 Acquisitions closed after the beginning of 2019.
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Appendix C
Non-GAAP Reconciliation
($ in millions)

Note:  Figures may not sum due to rounding.
** Not applicable
1 Fiscal year 2019 net gains of $167 million were primarily related to unrealized fair market value adjustments on marketable and non-marketable equity securities. 
2 Fiscal year 2019 net tax benefit of $57 million included a $30 million benefit related to a reduction to the 2017 one-time deemed repatriation tax on accumulated foreign earnings resulting from final transition tax 

regulations issued in 2019 and a $27 million benefit related to additional foreign tax credits which can be carried back under the transition rules contained in the final foreign tax credit regulations issued in 2019.
3 Fiscal year 2009 pre-tax charges of $7 million related to litigation settlements.

Twelve  Months Ended December 31,
2019 2009

Net income Net income

Reported - GAAP $ 8,118 $ 1,463 
(Gains) losses on equity investments 1  (124) **
Tax act 2  (57) **
Litigation provisions 3 **  4 
Non-GAAP $ 7,937 $ 1,467 
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