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Business Update

Financial & Operational Overview

Economic Update

Business Highlights

Ajay Banga:
[See Separate Document]
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2nd Quarter Selected Financial Performance
($ in millions, except per share data)

YOY Growth
2Q 18 Currency

Non-GAAP1 2Q 17 Non-GAAP Neutral

Net revenue $ 3,665 $ 3,053 20% 18%

Total operating expenses 1,504 1,400 7% 6%

Operating income 2,161 1,653 31% 28%

Operating margin 59.0% 54.1% 4.9 ppt 4.7 ppt

Net income $ 1,744 $ 1,177 48% 45%

Diluted EPS $ 1.66 $ 1.10 51% 48%

Effective tax rate 18.8% 27.7%

1 Excludes special items relating to litigation provisions. See Appendix A for Non-GAAP reconciliation.

Martina Hund-Mejean:
Thanks Ajay, and good morning everyone.  Turning to page 3, we are very pleased to deliver another strong quarter,
even when you exclude the 2 ppt tailwind from foreign exchange to net revenue and the 3 ppt to net income, which
is primarily due to the appreciation of the Euro since last year.  I will now highlight the numbers on a currency-
neutral basis, and also exclude special items related to litigation provisions, most of which we had already
announced in late June.

• Net Revenue grew 18%, driven by strong underlying performance, and includes a 4 ppt benefit from the new
revenue recognition rules and acquisitions.  Excluding this, underlying revenue growth was 14%.

• Operating Expenses increased by 6%, which includes a 6 ppt increase due to the new revenue recognition rules
and acquisitions. 

• Operating Income grew by 28%, or 26% if you exclude the revenue recognition and acquisition-related impacts
that I just noted. 

• Net Income was up 45%, reflecting strong operating results and the impact of U.S. Tax Reform, which
contributed approximately 7 ppt to this Net Income growth.

• EPS was $1.66, up by 48% year-over-year, with share repurchases contributing 3 cents per share.  During the
quarter, we repurchased about $1.5 billion worth of stock and an additional $279 million through July 23, 2018.



©
20

18
 M

as
te

rc
ar

d

July 26, 2018 4

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

($ in billions)
2nd Quarter Gross Dollar Volume (GDV)

Martina Hund-Mejean:

So let’s turn to page 4, where you can see the operational metrics for the 2nd quarter. 

Worldwide Gross Dollar Volume, or GDV, growth was 14% on a local currency basis, similar to last
quarter.  We saw solid double-digit growth across most regions. 

• U.S. GDV grew 9%, down 1 ppt from last quarter, and was made up of Credit and Debit growth of
8% and 11%, respectively.

• Outside of the US, volume growth was 16%, similar to last quarter, primarily due to Europe and
Asia-Pacific.

Cross-border volume grew at a healthy 19% on a local currency basis, driven by double-digit growth
in all regions with the strongest growth contribution coming from Europe.

• This was down 2ppt from the first quarter due to lower crypto-currency purchases and one less
switching day in Q2, in line with expectations. 
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Mastercard Cards Maestro Cards
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Martina Hund-Mejean:

Turning to page 5, switched transactions continued to show strong growth at 17% globally,
normalized to exclude Venezuelan transactions as we no longer consolidate that entity.  We saw
healthy double-digit growth in switched transactions across all regions, led by Europe and the U.S. 

In addition, global card growth was 7%, again normalized for Venezuela.  Globally, there are 2.4
billion Mastercard and Maestro-branded cards issued.

2nd Quarter Switched Transactions and Cards
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Growth
Domestic

Assessments
Cross-Border
Volume Fees

Transaction
Processing Fees

Other 
Revenues

Rebates and
Incentives Total Net Revenue

As reported 22% 22% 22% 13% 22% 20%

Currency-neutral 22% 18% 20% 13% 21% 18%

Note: Figures may not sum due to rounding.

2nd 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 18% Net Revenue increase was primarily driven by strong volume and transaction growth, as well as growth in
services.  The new revenue recognition rules and acquisitions contributed 4 ppt to the growth rate.  Excluding these
impacts, underlying net revenue growth was 14%.  This solid growth was in line with our expectations, as an increase
in deal closings and implementations in Q2 caused rebates and incentives to pick up from Q1 levels as planned, and
we lapped the Vocalink acquisition at the end of April.

Looking quickly at the individual revenue line items: 

• Domestic Assessments grew 22%, while worldwide GDV grew 14%, the difference being primarily  due to the
impact of the new revenue recognition rules.

• Cross-Border Volume Fees grew 18%, while cross-border volume was up 19%.  The 1 ppt gap is mostly due to higher
intra-Europe growth.

• Transaction Processing Fees grew 20%, primarily driven by the 17% normalized growth in switched transactions, as
well as revenues from our various service offerings.

Finally, Other Revenues grew 13%, driven by increases in our Advisors and Safety & Security services.  
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2nd Quarter Operating Expenses
2Q17 2Q18
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($ in millions)

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

Non-GAAP 7% 10% 4% 7%

Currency-neutral 6% 9% 3% 6%

Note: Figures may not sum due to rounding.
*Excludes special items relating to litigation provisions. See Appendix A for Non-GAAP reconciliation.

Moving on to page 7, you can see that Total Operating Expenses increased 6%, excluding special items, on
a currency-neutral basis.

Underlying operating expense growth was 7%, primarily related to investments in strategic initiatives, such
as digital infrastructure, safety and security platforms, data analytics and geographic expansion.

The difference of 1 percent relates to the nearly offsetting effects of a 7 ppt benefit associated with F/X
hedging gains and a 6 ppt impact related to the new revenue recognition rules and acquisitions. 
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Looking Ahead

Business update through July 21st

Thoughts for 2018 

Martina Hund-Mejean:  



Appendices 
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Appendix A
Non-GAAP Reconciliation

Note:  Figures may not sum due to rounding.
1 Impact of the following provisions for litigation in Q2'18: $210 million ($163 million after tax, or $0.16 per diluted share) related to litigation settlements for both the U.S. merchant class

litigation and the filed and anticipated opt-out U.S. merchant cases and $15 million ($12 million after tax, or $0.01 per diluted share) related to litigation settlements with U.K. merchants.
2  Represents the foreign currency translational and transactional impact.

Three Months Ended June 30, 2018
 Operating
expenses

 Operating
income

Operating
margin

Effective income
tax rate  Net income

 Diluted earnings
per share

($ in millions, except per share data)
Reported - GAAP $ 1,729 $ 1,936 52.8 % 18.3 % $ 1,569 $ 1.50
Special Items 1 (225) 225 6.2 % 0.5 % 175 0.17
Non-GAAP $ 1,504 $ 2,161 59.0 % 18.8 % $ 1,744 $ 1.66

Three Months Ended June 30, 2018 as compared to the Three Months Ended June 30, 2017
Increase/(Decrease)

Net revenue
 Operating
expenses

 Operating
income

Operating
margin

Effective income
tax rate  Net income

 Diluted
earnings per

share

Reported - GAAP 20 % 23 % 17 % (1.3) ppt (9.4) ppt 33 % 36 %
Special Items 1 — % (16)% 14 % 6.2 ppt 0.5 ppt 15 % 15 %
Non-GAAP 20 % 7 % 31 % 4.9 ppt (8.9) ppt 48 % 51 %
Foreign currency 2 (2)% (1)% (2)% (0.2) ppt 0.1 ppt (3)% (3)%
Non-GAAP - currency-neutral 18 % 6 % 28 % 4.7 ppt (8.8) ppt 45 % 48 %
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Three Months Ended June 30, 2018 as compared to the Three Months Ended June 30, 2017

Increase/(Decrease)

Net revenue  Operating expenses  Operating income

Non-GAAP - currency-neutral 1 18 % 6 % 28 %
Acquisition impact 2 — % (1)% — %
Impact of new revenue recognition rules in 2018 (3)% (5)% (3)%

Organic Growth
(Based on prior revenue recognition rules, excluding acquisitions
investment) 14 % — % 26 %

Note:  Figures may not sum due to rounding.
** Not applicable
1 See Appendix A for reconciliation from Reported - GAAP results to Non-GAAP - currency-neutral results.
2 Acquisitions made in 2017.

Appendix B
Non-GAAP Growth Drivers
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2018 vs. 2017

Increase/(Decrease)
Net revenue  Operating expenses

Forecasted Growth - U.S. GAAP 1 High-teens High-teens
Special items 2 ** (2)%
Foreign currency 3 (0.5-1)% (0.5-1)%
Non-GAAP Growth High-teens Mid-teens

Note:  Figures may not sum due to rounding.

** Not applicable
1 U.S. GAAP - 2018 forecast versus 2017 reported results.
2 Impact of the 2018 provisions for litigation ($342M pre-tax) and impact of the Venezuela Charge in Q4'17 ($167M pre-tax) and a provision for litigation in Q1'17 ($15M pre-tax).
3 Impact of foreign currency for both the translational and transactional impacts.

Appendix C
Non-GAAP Reconciliation
2018 full-year financial outlook
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