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Business Update

Financial Overview

Economics Update

Business Highlights

Ajay Banga & Michael Miebach:
[See Separate Document]
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1st Quarter Selected Financial Performance
($ in millions, except per share data)

YOY Growth
1Q 20 1Q 19 Currency

Non-GAAP Non-GAAP As adjusted Neutral

Net revenue $ 4,009 $ 3,889 3% 5%

Adjusted operating expenses 1,792 1,676 7% 8%

Adjusted operating income 2,218 2,213 —% 2%

Adjusted operating margin 55.3% 56.9% (1.6) ppt (1.4) ppt

Adjusted net income $ 1,844 $ 1,828 1% 3%

Adjusted diluted EPS $ 1.83 $ 1.78 3% 6%

Adjusted effective tax rate 14.9% 16.8%

Note: See Appendix A for Non-GAAP reconciliation.

Sachin Mehra:
Thanks, Michael.  As Ajay and Michael mentioned, this truly is an unprecedented time for us all.  Before I
get into the numbers, I would like to take a moment to acknowledge the resiliency of the team here at
Mastercard, who have maintained their focus in supporting our business, our customers and partners and
each other during this challenging period.

In light of the current circumstances, I will focus most of my comments today on the trends that we have
seen recently, but I will start by walking you through our Q1 results.  Turning to page 3, here are a few
highlights, on a currency-neutral basis and excluding both special items and the impact of gains and
losses on the company's equity investments.

• Net Revenue grew 5%, with acquisitions contributing approximately 1 ppt to this growth.

• Total Operating Expenses increased 8%, which includes a 6 ppt increase related to acquisitions.
• Operating Income grew by 2%, and Net Income was up 3%, both of which include a 3 ppt reduction

due to acquisitions. 
• EPS grew 6% year-over-year to $1.83, which includes 5 cents of dilution related to our recent

acquisitions offset by a 4 cent contribution from share repurchases.
• During the quarter, we repurchased about $1.4 billion worth of stock. 
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Credit Debit / Prepaid
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$742 $755
$212 $227

$530 $528

$740 $810

$238 $251

$502 $559

Worldwide United States Rest of World
8% Growth 6% Growth 9% Growth

$1,483 $1,565

$1,032
$1,086

$451 $478

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

($ in billions)
1st Quarter Gross Dollar Volume (GDV)

So let’s turn to page 4, where you can see the operational metrics for the first quarter, each of which
was impacted by the pandemic starting in February and March.

Worldwide Gross Dollar Volume, or GDV, growth was 8% on a local currency basis, and was
favorably impacted by an additional processing day due to the Leap Year.  This partially offset the
declines due to the pandemic.

• U.S. GDV grew 6%, down approximately 3 ppt from last quarter, with Credit and Debit growth of
7% and 5%, respectively. 

• Outside of the US, volume growth was 9%, down 5 ppt from last quarter. 

Cross-border volume growth was approximately 15% through January, driven by double digit
growth in most regions, but began to decline progressively through February and March as travel
restrictions were put in place globally. This resulted in overall cross-border volume decreasing by 1%
for the quarter on a local currency basis. I will get into more detail on the trends we are seeing in a
moment.
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Turning to page 5, switched transaction growth was approximately 20% through February,
reflecting the strong recent trend supported in part by the ongoing adoption of contactless. We then
saw declines in March as stay-at-home practices were implemented, which resulted in growth of
13% globally for the quarter.

In addition, card growth was 5%.  Globally, there are 2.6 billion Mastercard and Maestro-branded
cards issued.

1st Quarter Switched Transactions and Cards
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Notes: Figures may not sum due to rounding.
*Growth rates normalized to eliminate the effects of differing switching and carryover days between periods. Carryover days are those
where transactions and volumes from days where the company does not clear and settle are processed.

2,632
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Growth
Domestic

Assessments
Cross-Border
Volume Fees

Transaction
Processing

Other 
Revenues

Rebates and
Incentives Total Net Revenue

As reported 5% (4)% 14% 26% 24% 3%

Currency-neutral 8% (2)% 16% 28% 26% 5%

Note: Figures may not sum due to rounding.

1st Quarter Revenue
($ in millions)

1Q19 1Q20

$5,000
$4,000
$3,000
$2,000
$1,000

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

$1,605 $1,263
$1,922

$842

$(1,743)

$3,889

$1,683 $1,217
$2,200

$1,062

$(2,153)

$4,009

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 5% Net Revenue increase was primarily driven by transaction and volume growth, as well as strong growth in
our services offerings, partially offset by a decrease in cross-border volume and higher rebates and incentives. As
previously mentioned, acquisitions contributed approximately 1 ppt to this growth.

Looking quickly at the individual revenue line items: 

• Domestic Assessments grew 8%, in line with the 8% growth in worldwide GDV.
• Cross-Border Volume Fees decreased 2%, while cross-border volume decreased 1%. The 1 ppt difference is mainly

driven by mix.
• Transaction Processing Fees grew 16%, while switched transactions grew 13%.  The 3 ppt difference is primarily

driven by strength in services partially offset by mix.
• Other Revenues were up 28% including a 6 ppt contribution from acquisitions. The remaining growth was

primarily driven by our Cyber & Intelligence and Data & Services solutions, which held up well this quarter.

Finally, Rebates and Incentives increased 26% reflecting recent deal activity as anticipated.  If you look at Rebates
and Incentives as a percentage of gross revenues, you will see that they increased sequentially to 35% this quarter,
reflecting recent deal activity and the impact of the amortization of fixed Incentives over a smaller gross revenue
base.
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1st Quarter Adjusted Operating Expenses
1Q19 1Q20
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$1,367

$192 $117

$1,676
$1,494

$154 $144

$1,792

($ in millions)

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

Non-GAAP 9% (20)% 23% 7%

Currency-neutral 11% (19)% 24% 8%

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, non-GAAP basis, Total Operating
Expenses increased 8%.

This includes a 6 ppt increase related to acquisitions, partially offset by a 3 ppt benefit related to the
differential in hedging gains and losses versus the year-ago period.

The remaining 5 ppt of growth related to our continued investment in strategic initiatives, such as
digital enablement, safety and security, geographic expansion and new payment flows.
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Capital Planning Update
PRIORITIES UNCHANGED RECENT HIGHLIGHTS

Turning to page 8, and given the circumstances, I thought it would be worthwhile to update you on where we stand from a capital
allocation standpoint.
 
As you may recall, our capital allocation priorities are to:

• Maintain a strong balance sheet;
• Invest for long-term growth of the business;
• Return excess capital to our shareholders; and 
• Migrate our capital structure towards a more normalized mix of debt and equity over time

 
And these priorities have not changed.

Despite the impact of Covid-19, through the strength of our business model, and prudent expense discipline, we have generated
strong operating cash flows in Q1.

This strong operating cash flow, the temporary suspension of our share repurchase program, and the $4 billion of debt that we
raised in the first quarter further strengthened our liquidity position.  At the end of the first quarter, we had $10.7 billion in cash,
cash equivalents, and investments.

We believe that maintaining a strong liquidity position is the prudent thing to do given the current economic environment.  It gives
us tremendous flexibility  - to not only meet our obligations, but to also capitalize on new organic and inorganic opportunities that
may present themselves in this environment.  We have deals in the pipeline that we are examining actively as you would expect at
a time like this. 

Lastly, as it relates to the share buyback program, we will reevaluate this as macroeconomic visibility improves and will
opportunistically execute on the program as we have historically done. 

• Strong operating cash flow despite COVID-19
• Substantial liquidity at quarter-end

◦ $10.7B cash and investments balance
◦ $6B credit facility1 

• Significant additional debt capacity within existing credit ratings:
Moody's A1; S&P A+

• Strong balance sheet positions us well to continue to invest in
long-term growth through organic and inorganic options

• Temporarily suspended share repurchase program
• Dividend unchanged

• Issued $4B in long-term debt in March 20201

1. No financial covenants on existing debt or credit facility

Strong balance sheet
Preserve strong balance sheet, liquidity
and credit ratings

Long-term business growth
Invest in a strategy-led organic and
inorganic opportunities

Return excess capital to shareholders
Return excess capital with bias toward
share repurchases

Capital structure
Migrate to a more normalized mix of debt
and equity over time
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Business Update Through April 21st

Turning to page 9, let’s discuss what we have seen through March and the first three weeks of

April from an operating metric standpoint.  We are providing additional detail here to help you

better understand the recent trends.  Essentially, what you see is that through March, we were in

the Containment phase, with cross border volumes and domestic spending declining as travel

restrictions were implemented, followed by social distancing measures being put in place across

various jurisdictions.   The rates of decline have recently stabilized as these restrictions have taken

hold, indicating early signs of the Stabilization phase.   

year-over-year growth %

Q1 
2020

March 2020 April 2020

First two
weeks

Week ending
March 21

Week ending
March 28

Week ending
April 7

Week ending
April 14

Week ending
April 21

Switched volume1 8% 8% (5)% (25)% (25)% (30)% (20)%

United States 4% 5% (6)% (26)% (22)% (26)% (15)%

Worldwide less U.S. 11% 11% (3)% (24)% (28)% (33)% (25)%

Switched transactions2 13% 18% 2% (20)% (24)% (24)% (20)%

Cross-border volume1 (1)% (8)% (32)% (48)% (48)% (55)% (49)%

1. Mastercard-branded program only
2. Total number of transactions switched by Mastercard
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Cross-border Volume Trends

Turning now to page 10, I would like to provide a little more color on the Cross-border trends we

have seen recently.  In total, if you look at the gray line, Cross-border volume appears to be leveling

off, down approximately 50% year-over-year, again indicating the early signs of the Stabilization

phase.  However, to get a better understanding of these numbers, the best way to think about

Cross-border is to split it between Card-Present, and Card-not-present.  Each accounted for

about a half of our cross-border spend last year.  

• Not surprisingly, if you look at the orange line, Card-present spend dropped significantly as

the travel restrictions and social distancing measures were implemented, and has since

bottomed at a minimal level.  So, there is very little room left to see further deterioration.     

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

Card not present (Non-T&E)

Card not present

Total

Card present
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Looking Ahead

Turning now to page 11 and our outlook going forward. For net revenues, given current

uncertainties, we will not be providing a forward view for either the second quarter, or the year

at this time.  We do intend however, to provide periodic updates to our operating metrics

throughout the quarter to help you understand the trends we are seeing.  Consistent with this

approach, we are also withdrawing our 2019-2021 performance objectives at this time, and

will reconsider these as we have better visibility.  

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 Q1’20 and Q1’19, net losses of $174 million and net gains of $5 million, respectively, were primarily related to unrealized fair market value adjustments on marketable and non-marketable equity securities. 
2 Q1’20 pre-tax charges of $6 million related to litigation settlements with U.K. merchants.
3 Q1’19 net tax benefit of $30 million 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.

Three Months Ended March 31, 2020
 Operating
expenses

 Operating
income

Operating
margin

Other Income
(Expense)

Effective income
tax rate  Net income

 Diluted earnings
per share

($ in millions, except per share data)
Reported - GAAP $ 1,798 $ 2,211 55.2% $ (224) 14.8% $ 1,693 $ 1.68

(Gains) losses on equity investments 1  ** **  ** 174 0.1% 146 $ 0.14

Litigation provisions 2 (6) 6 0.2%  ** —% 5 $ —

Non-GAAP $ 1,792 $ 2,218 55.3% $ (50) 14.9% $ 1,844 $ 1.83

Three Months Ended March 31, 2019
 Operating
expenses

 Operating
income

Operating
margin

Other Income
(Expense)

Effective income
tax rate  Net income

 Diluted earnings
per share

Reported - GAAP $ 1,676 $ 2,213 56.9% $ (10) 15.5% $ 1,862 $ 1.80

(Gains) losses on equity investments 1  ** **  ** (5) —% (5) $ —

Tax act 3  ** **  **  ** 1.3% (30) $ (0.03)

Non-GAAP $ 1,676 $ 2,213 56.9% $ (15) 16.8% $ 1,828 $ 1.78
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Appendix A (continued)
Non-GAAP Reconciliation

Note:  Figures may not sum due to rounding.
** Not applicable
1 Q1’20 and Q1’19, net losses of $174 million and net gains of $5 million, respectively, were primarily related to unrealized fair market value adjustments on marketable and non-marketable equity securities. 
2 Q1’20 pre-tax charges of $6 million related to litigation settlements with U.K. merchants.
3 Q1’19 net tax benefit of $30 million 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.
4 Represents the translational and transactional impact of currency.

Three Months Ended March 31, 2020 as compared to the Three Months Ended March 31, 2019
Increase/(Decrease)

Net revenue
 Operating
expenses

 Operating
income

Operating
margin

Effective income
tax rate  Net income

 Diluted
earnings per

share
Reported - GAAP 3% 7% — % (1.8) ppt (0.7) ppt (9)% (7)%
(Gains) losses on equity investments 1 ** ** ** ** 0.1 ppt 8 % 8 %
Litigation provisions 2 ** —% — % 0.2 ppt — ppt — % — %
Tax act 3 ** ** **  ** (1.3) ppt 2 % 1 %
Non-GAAP 3% 7% — % (1.6) ppt (1.9) ppt 1 % 3 %
Currency impact 4 2% 1% 2 % 0.3 ppt 0.1 ppt 2 % 3 %
Non-GAAP - currency-neutral 5% 8% 2 % (1.4) ppt (1.8) ppt 3 % 6 %
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Appendix B
Non-GAAP Reconciliation
Second quarter 2020 operating expenses outlook

Q2'20 vs. Q2'19
Increase/(Decrease)

Forecasted Growth - GAAP 1 Low-single-digits

Litigation provisions **

Non-GAAP Growth Low-single-digits

Currency impact 2 ~1%

Acquisitions 3 (6-8)%

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

** Not applicable.
1 GAAP - Q2'20 Forecast versus Q2'19 reported results
2 Impact of currency calculated by remeasuring the future period’s results using the current period's exchange rates for both the translational and transactional impacts on operating results. 
3 Acquisitions closed after the beginning of 2019.
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