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MANAGEMENT DISCUSSION SECTION 
 

James E. Faucette 
Morgan Stanley & Co. LLC 

Okay . We'll go ahead and get started. I'm sure that there are still some people out in the passageways during the 

break, grabbing some more freshness. But in the interest of time and being sure that we stay  on time, we'll go 

ahead and get started. 

 

I am James Faucette. I'm the Senior Comps, Equipment and [indiscernible] (00:20) Analyst here at Morgan 

Stanley . And we're very pleased today to have Visa as part of this session. And from Visa, we have the CFO, Vasant 

Prabhu, who will be engaging us with questions.  

 

Before I get started, I obviously have a list of prepared questions here. But if any body from the audience wa nts to 

indicate that y ou'd like to ask a question, just raise y our hand, and I will be sure to get y ou a mic.  

 

Before I get started, I know y ou have to do this a lot, but I have my  own disclosure to read. Please note that all 

important disclosures including personal holdings disclosures and Morgan Stanley discourses appear on the 

Morgan Stanley  public website at morganstanley.com/researchdisclosures or at the registration desk.  

 

So, with that, Vasant, thank y ou very much once again for joining us he re today. 

  



Visa, Inc. (V) 
Morgan Stanley Technology Media & Telecom Conference 

Corrected Transcript 
29-Feb-2016 

 

 
1-877-FACTSET   www.callstreet.com 

 3 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

 

QUESTION AND ANSWER SECTION 
 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
May be I'll start with kind of the first question that is on most investors' here mind, and that's the macroeconomic 

environment. Last earnings call, a few weeks ago, I took on a bit of a cautious tone regarding consumer spending 

around the world, specifically cross-border commerce in the U.S. and China and Middle East, and a slowdown in 

oil countries in the Middle East and Brazil. Since then, we've collected about another month of data. Can y ou give 

us an update on whether y ou're seeing any of these areas have any incremental strength or weaknesses as y ou look 

trends across the globe? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. As you know, we ty pically don't provide mid-quarter updates. And if we do, then we'd probably do it in 

somewhat more formal manner. So, I don't think any thing I have to say is going to be that different than what we 

said on the call. And the issues, if y ou read sort of the news, are still the same, as y ou know. 

 

I think the things I would highlight, in terms of what we said on the call that, if y ou adjusted our numbers that we 

reported for the last quarter in the U.S. for changes in terms of account gains or losses and the gas price trends 

we've seen, it was pretty robust growth of double-digits in pay ment volumes and had stay ed quite stable for many 

quarters. So that's something that we believe, once again, shows sort of the resilience in general of how the U.S. 

economy has performed and in general, how payment volumes have stayed pretty stable through a lot of the 

uncertainty. 

 

We also said that internationally, we saw two things going on. One, China -linked economies, and China in 

particular, were showing some signs of weakness, especially travel outside of China and economies linked to 

China, and we also indicated that oil and oil-linked economies. So, nothing here would be much of a surprise to 

y ou. 

 

But despite all that, in the last quarter, we had 14% constant currency payment volume growth which, when y ou 

adjust for currencies, was down to zero. It tells you what a huge impact that oil currency translation had on us. So, 

broadly speaking, I don't think there's a whole lot more that we have to add on it.  

 

Now, we struck a cautious tone because I think, as we told y ou, the trends on the cross -border side had gotten 

weaker through the quarter. They were already quite weak, and they had gotten even weaker through the quarter. 

And we do think caution is still the right way  to think about the rest of this y ear. I mean, as y ou know, we are on a 

fiscal quarter, so we go through September and we'll provide y ou another update at the end of April. We do think 

being cautious is sort of the best way to think about what is going on around us. As you know, there's quite a lot of 

uncertainty, and uncertainty could cause businesses to not be as bullish on things, and consumers to perhaps be a 

little more cautious. We'll have to just wait and see.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So, y ou mentioned cross-border volumes. And historically, we've thought about cross border being kind of the 

highest y ielding transactions for Visa. And we know foreign exchange volatility is an important factor for revenue 

growth, as y ou just pointed out, as it basically erased all the transaction growth [ph] v ia trend (4:48).  
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
But that was the currency translation. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
The currency translation, that's right. So, can we decompose any further, or drill down any  further, on how y ields 

may  differ by  quarter? For instance, is inbound in the U.S. higher y ielding than outbound, or how should we think 

about that? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah, as y ou know, different corridors are different. And when Visa Europe wasn't part of Visa Inc. – and it still 

isn't – there was a certain amount of sharing of cross-border revenues that went on in the European corridors. 

Inbound into the U.S. has alway s been a very attractive business for us. It is a good y ielding business, and it's a 

large one. And it has been under pressure for several y ears. It's not new, because it started with the strengthening  

of the dollar. And if y ou go back two years or three years, Canadian travel into the U.S., which is a big source of 

inbound U.S. spending, has been under pressure. Certainly, the ascent of the dollar caused a variety of other 

corridors to be under pressure. For a long time, we were seeing the Middle East and parts of Asia travel more into 

Europe than into the U.S.... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Y eah. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...because it was a better trade from a currency standpoint. China is a big inbound source into the U.S. And as 

things have slowed in terms of travel out of China, or commerce out of China, which we talked about on the call, 

that clearly is another issue in terms of – so, the weakness of the U.S. acquired business, or the U.S. inbound 

business, is certainly something that has hurt us over the past few y ears. And these are all trends that change, and 

dollar stabilizing or moving in the other direction will help that a lot . 

 

When y ou go past that, we highlighted a few of the corridors where there were issues. Brazil has a variety of issues, 

not just around currency, but general weakness in the market. The Middle East was doing very well for a long 

time, especially outbound travel. But with the oil prices declining, that started to slow.  

 

On the margin, we were starting to see some improvement in travel out of Europe. We were starting to see on the 

margin some improvements in a few geographies like Russia. But overall, the cr oss-border commerce aspect has 

been affected by all these moves in currencies, and currencies remain quite volatile.  

 

So, there are I guess three factors to think about when y ou look at our international revenues. One is there is still 

some residual effect of the pricing we took last y ear that fades as each quarter goes by; that helped. Overall trends 

in volumes have been weak; that hurt. The currency translation impact back into dollar hasn't been good; that 

hurt. 
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Offsetting that for quite a bit of last y ear was fairly  high currency volatilities. As we entered this y ear of course, 

currency volatilities have been fairly high, but we're also starting to laps on very high volatility. So, it isn't as much 

of a tailwind as it used to be. So, it is in fact fairly  complicated to understand from the outside or even model, and 

so we're try ing to give you as much as we can on all that.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So, that's kind of the inbound. So looking at U.S. volumes, it seem like recovery fro m the last downturn was largely 

driven by the affluent customer. Can y ou remind us how big is the affluent portfolio as a percent of total?  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah, I think in terms of some disclosures we've made in the past, it's roughly in that 40% range on the credit side. 
................................................................................................................................................................................................................................ 

James E. 
Faucette 
Morgan Stanley & Co. 
LLC 

Q 

Got it. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
It's all about credit affluent. And, y es, it has been a healthy part of the business, no reason to believe it won't 

continue to be a healthy part of the business. Certainly, it's less affected by gas prices. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
The affluent category doesn't adjust the spending up or down based on gas prices. It is skewed towards more 

luxury goods and high-tech items. And I mean some people would sort of wonder what impact what we're seeing 

in asset values... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
All right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...it might have on it. We have to wait and see. It's too early to tell, I would say.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
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So, just on that point, in past cy cles – do y ou have any data or have y ou been able to discern anything that's 

relevant in terms of affluent spending in correlation with stock market performance or anything like that?  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
No, I don't think there's any thing definitive that I've seen.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Okay . 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
I mean there's a lot of speculation around it, but I can't tell y ou I've seen a piece of analysis that says – that is in 

some successful way modeled a link between affluent spending on credit cards, and what the S&P is doing or what 

high-end real estate is doing and so on. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
If y ou have any research associates, I think that would be a really good project for them. We've been trying to do it, 

but we don't have enough data. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
I know. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So when y ou look at – looking at the trends in affluent, what about versus mass market? I mean y ou mentioned 

gas prices do not impact upon – it seems like it's been a little bit puzzling at least to us that we haven't seen more 

mass market impact from declining oil prices and the light gasoline prices at least.  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. I know we've been talking about it for a while, and our economist has put out various pieces of analy sis on it. 

And we run our own proprietary survey and all those kinds of things, and I think he also puts out the results of 

that survey. In the early part of the oil price decline, I think what we saw was people weren't convinced that oil 

prices were going to be – gas prices would be sustained at lower levels. So, y ou didn't see them go out and spend 

the money  right away. It also became apparent in the early days that there was still repair o f balance sheets going 

on. People have talked a lot about unequal recovery and this and that, and we saw some of that. People did say 

that they  were saving more, and so it wasn't all going into spending.  

 

I think the latest – I guess the latest research is beginning to suggest that consumers have now began to believe 

that gas prices will stay  a low for awhile. And so our economists is of the v iew that if they  have now moved to the 

point to believing that this is sustainable that you should begin to see some of this translate more into spending. 

And there's probably some early signs of that that y ou might have seen some of the research we've put out.  
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But having said that, I mean it isn't a huge move. And by and large, I mean as y ou look at employment trends and 

wage trends and y ou add in gas prices, they all seem to point to sort of the mass market should be doing better, 

right? Wages are getting better. Employment is at a good level. I mean maybe recent data in the last day  or two 

wasn't that positive. But when y ou put together all those three things together, y ou should expect to see some 

improvement in the mass market, so we'll have to wait and see.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So, may be I'll just go off scripture quickly for one follow-up questionnaire, and that is, is there – one of the things 

that we speculated – I've heard investors speculate about is like what about – is there a generational change 

because it seems like [indiscernible] (12:23) should have been using more credit than t hey have been, et cetera, 

and we're not seeing that materialize this. Is some of that lack of growth somehow attributable to them, and why  

do y ou think... 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
The explanation I've heard is that people in that cohort today are doing almost everything in life later than people 

like us who are there some time ago. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Y eah, [indiscernible] (12:50). 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
[indiscernible] (12:51). Yeah, so... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
I've heard that same explanation that they're getting to the point where they want credit or build up health card 

kinds of balances somewhat later than others did, because they're getting to those points in life later. I can't tell 

y ou I've seen a lot of hard data around it. But I have heard that theory sort of explained quite passionately by 

people, even within Visa have sort of done some of that analysis. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Y eah. I guess showing a little of our own issues, I think our economics team has done some recent reports, really 

showed a pretty good pickup in household formations at least...  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
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Right. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
...during 2015. So, there got to be something that we can start to tie  together. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. I think our people feel on the credit side that there really is no fundamental structural change in the 

propensity of people to want credit cards or spend using credit cards. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. Got it. So, let's turn to competition. It seems like there've been a lot of flips recently in both co -brand 

portfolios and traditional portfolios at least in the last few y ears, a lot more than at least we were accustomed to 

seeing. The question that we often get is, has pricing become really a lot more competitive in the industry, or are 

there other drivers at play that are moving issuer decisions to change their network partners more so th an in past? 

Or may be I should start with, are there more flips now than there have been in the past? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Well, I think there's a rhy thm to these things. So Visa, MasterCard went public – Visa went public six  years, seven 

y ears ago, longer now. Renewals were done at a certain – there's a certain cycle to the renewal cycle, so some of 

that is part of it. People don't renew until prior contracts ended. It's rare for people to sort of renege o n a contract 

halfway  through. Renewal discussions tend to start towards the end of contract. So some of it is just what happens 

in the normal course of business. That's part one.  

 

Part two is look I mean people know there are multiple providers. It's a com petitive industry, and most people are 

interested in not only  looking at incumbents but what their alternatives are. Each one of these has its own story. 

In some cases like Costco, it is a unique business model that was – had been American Express co-brand forever. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
For a long time. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
In our v iew, we've been spending quite a bit of time in the recent years, building relationships with merchants. 

And having been on the other side as a co -brand in my  prior career at Starwood, what most companies want from 

a co-brand is to grow their business. And if y ou can build a persuasive case that aligning with y ou can grow their 

business, that becomes the single most important factor. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
And Costco, it's all about their membership. That's the business model. And if y ou can grow  their membership, 

then y ou have a lot of value. And so, our goal in a situation like that was to persuade the merchant that we can 

grow their business. Clearly, price and competition plays a factor. I mean everything is competitive, and the price 

has to be competitive. 

 

Other situations like USA and every situation, there has its own story. There again, y ou have to sort of look at USA 

as a membership. They have the same objectives of hav ing a card that is most appealing to their members. They 

do their own research. They talk to us. They  talk to others. So, there's a variety of factors that go to these decisions. 

Clearly , brand is one, what brand can grow my business. Two is the case we can build for how we can help them. 

And then clearly, are we competitive  in terms of the kind of financial proposition we offer.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So one of the things y ou mentioned at the beginning of y our response that there had had been – there's kind of a 

rhy thm to this flip... 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
And y ou win some and y ou lose some...  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right, sure. But one of the comments that we've heard both from you as well as from MasterCard and others was 

that the contract lengths are turning out to be longer cycle than in the past. Does that mean that this rhy thm will 

lengthen out, and does that have any real implications on pricing and margins and costs for Visa?  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. We think we certainly have been in favor of longer contracts, and we think that in many  cases whether it's 

issuers or co-brands are also looking for long-term partnerships. They really want to tie up with someone and then 

build the business... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...for a long-time. Switching costs are high. You don't want to be switching y our co-brand or the network y ou have 

on y our cards that... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
That frequently. 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
That frequently, or in a cavalier kind of way .  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
And people do see a lot of value. That's one change that has happened I think in the last few y ears is, there's been a 

greater tendency on the part of issuers who try and consolidate their business with one network and to go for long-

term partnerships. And co-brands have sort of followed in that wake to some degree. So y es, there is a trend 

towards long-term partnership. So, I think it's generally good for industry  stability, whether it's stability in terms 

of building y our brand or stability in terms of pricing, et cetera. So we are definitely in favor of longer-term deals. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So y ou mentioned – and obviously, Visa Europe is not y et part of Visa. But can y ou remind us of the targets that 

y ou've set on accretion from Visa Europe? And how do y ou see – once again on the competitive side – how do y ou 

see the cost and pricing initiatives panning out there? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. Well I mean Visa Europe, we hope we'll get the final regulatory approvals and can close on it. As we told y ou 

on the call, we still have to get approval from the European Commission, and then we'll be able to move ahead and 

hopefully give y ou more precise indications of what to expect. Y ou've seen we've issued the debt. So the debt is 

here, and the cost are already hitting us and will hit us in the second quarter. We are happy  we issued it, bec ause 

we still like the terms we got and the market conditions. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Have y ou let the regulators know y ou'll have to pay interest yet? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. They know we're ready, and markets have been fairly turbulent in the last couple of months. So, we are quite 

happy  to have gotten that behind us. We're gearing up to run as fast as we can, as soon as we can close. We gave 

y ou sort of the broad outlines of what to expect. We will issue stock when the transaction happens. We will then 

attempt to dilute the – I mean to offset the effect of that stock issuance through the end of 2017, fiscal year 2017. 

We will have cost cuts. We told y ou it is about $200 millio n over a three- or four-year timeframe, with a lot of it 

coming once the systems are harmonized. 

 

We will look at moving what is today  a set of member owners to commercial arrangements, and that is something 

– that becomes a critical priority when we can do it, which is post-closing. So, there'll be a bunch of things that 
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happen. And based on all that, our best indication was that we will have some dilution in fiscal y ear 2016. It'll 

move to accretion in 2017, and then be meaningfully accretive as y ou get into the third and fourth y ear. 

 

I don't think the range of that accretion dilution, we have anything new to add to that. I think our goal would be, 

once the transaction closes, we can be far more precise about what we think will happen in 2016 and what's a  

tighter range for 2017 and so on. 

 

Have y ou assumed that they will [indiscernible] (21:12) than they have been? No, because it's hard to assume one 

or the other. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Sure. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
There has been a reduction in interchange rates in Europe due to regulation. So, some would say that that has to 

be good for y ou. But we haven't baked in sort of a price volume impact from, let's say , it's going to cos t you less to 

use a card in Europe as a merchant. 

 

Will there be more merchants then who want to accept cards? Probably. We don't know. There's certainly some 

more regulation coming in Europe. So, there's a variety of factors. We've tried to factor them in  as best as we can. 

But if the pay ment volume situation in Europe is much worse than we expected, it will affect y our results.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So, y ou mentioned that there's some regulation, and it seems like in Europe, that 's coming. It still seems like some 

of the provisions, particularly around separation of brand and scheme. They're still pending. I mean, what's y our 

sense – does that pending regulation need to be resolved before you can get approval, or could it impact t he 

timing of approvals, or do y ou feel like that those are still completely separate processes? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Well, it's alway s difficult to know what regulators are thinking. There's no real connection between the regulations 

around scheme and processing. But they  have now issued some guidelines [ph] and are (22:30) transaction. Those 

regulations were [indiscernible] (22:35) regulation was done before we even announced the transaction, and is 

going into force now. The scheme and processing guidelines were expected, and they've now issued at least the 

first version of them. There really isn't a link between the two, so it shouldn't affect that.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Got it, got it. I want to make sure – we're coming up on 10 minutes – if there are any  questions from the audience, 

please just [indiscernible] (23:04). We'll get y ou a mic, as I keep going. May be we bring a mic down here. And 

while we're getting a mic, a follow-up on China. Any  update on timing related to China? And y ou've talked about 

or called out China is one of the areas where y ou currently are investing [ph] ahead (23:21) of rules being 

finalized. So, where are we at in that process, and what can we say  about how we're moving there? 
................................................................................................................................................................................................................................ 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. I think on China, I know there's a lot of excitement when the announcement was made that China was 

opening up, and we're delighted that the Chinese  government is going to open up the market in China for us to 

participate in the domestic market. Today, we only play in the cross-border business in China. 

 

Having said that, I mean the rules are not been issued y et. We have not y et submitted our applicat ion because 

they 're not ready y et to accept applications. Once we submit our application, we have to be approved and then we 

have to stop setting up on the ground processing capabilities in China. So, the main message on China is it's great 

long term. It's a long-term thing. Once we are in, we have to build acceptance which isn't going to be easy . It's 

going to take some time. In the short run, it's mostly about costs and investment.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Sure. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
So, y ou shouldn't expect China to be a meaningful contributor anytime in the near future. And we'll tell y ou more 

as we know more as to what the timelines are and when can we get going and all that.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
How much of the China opportunity could be limited by quid pro quo v is -à-vis like China UnionPay  and its 

necessity to gain acceptance, for example, here in the U.S. or...  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
No, they 're unrelated really. I mean this is more about the Chinese market opening up. Now, having said that, I 

think the hope I think China UnionPay  would have is that they can align with people in China who might be able 

to help them elsewhere and all that. I mean if that happens, that'll be quite a natural kind of objective.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Sure, absolutely. But y ou're looking just from a perspective that there seems like a true openin g of the China 

market, and it doesn't seem to be tight. So...  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
No, I think this goes back a long time. It goes back to certain things that the Chinese government had committed 

to do. And so, it's – China UnionPay  has been try ing to build acceptance outside China for a long time, and the two 

are not necessarily tied together. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Got it. Question from the audience? 
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Q 

I wonder if y ou could talk a little bit about mobile payments, and we've had Apple payout for a few quarters at this 

point. So what does Visa see in terms of transaction volumes on those various platforms? And how do y ou think 

about the impact on y our business and the way  that that's going to change payments over the next few y ears? 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So, I mean y ou took my exact next question. Okay .  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah, look, I think our v iew is that we have to be the friendliest rails around. In other words, any body wants to 

facilitate frictionless payment. We should make it as easy  as we can, and we should be the rails everybody wants to 

ride because we are the most – we can take y ou to most places. 2.5 billion, soon to be 3 billion, cardholders 

assuming Visa Europe happens, 40 million points of acceptance, security, reliability and most importantly y ou'll 

get paid. I mean we have a settlement guarantee. We will make sure everybody gets paid every night. And so, y ou 

got Apple Pay  who has one way to do it, Samsung Pay  has another way, Android Pay, there's a variety of options. 

Every body has the same challenges which is the usual challenge in building a network, right? It's a chicken and 

egg problem. 

 

So y ou want points of acceptance, but points of acceptance don't want y ou until there's a lot of usage. A point of 

acceptance have things they have to overcome like get new equipment or whatever, and so things don't build 

overnight. It's y our classic network problem, right? It's a slow build. And at some point, y ou hope to reach escape 

velocity. And Apple Pay  and Samsung Pay  and everybody else are seeing exactly that. I think as people expected 

that this would take off like a rocket, day one, right, we had forgotten how networks work. So, when y ou sign up 

for Apple Pay , y ou realize that okay it isn't accepted everywhere, so I still have to go do the old fashion way in 

some places. 

 

And sometimes, y ou sign up and y ou say, okay, this is great, but I'm s till comfortable doing it the old way . 

Merchants want to be persuaded that they really need it because they have a lot of other priorities. So I think it's 

building slowly. It's all great to have all these sort of way s in which pay ments can be facilitated.  We think they 're 

all great because in the end, our job is to be in favor of any body who wants to come up with a new way  to allow you 

to pay . It used to be in the good old day s that the only way to pay was at a check-out line, then we were able to – 

then we have the first wave of the Internet and e-commerce. And now, we are moving to wearable technology and 

the Internet of Things, and we want everything to have a pay ment capability in it. And hopefully, we are the ones 

that facilitate it. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So on that point, Vasant, I mean when y ou look – I think we all can understand the network effect like that y ou 

need location and acceptance, and people want to have users before they agree to accept. But has there been one 

of that chicken or egg that has been slower to develop than y ou would have thought, I mean given a number of 

acceptance locations or consumers using it less or v ice versa? 
................................................................................................................................................................................................................................ 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
No. I think there's been the same challenges on both sides, right? So when Samsung Pay  tried to solve one of the 

problems by having a method of doing it that allowed it to be easy  to do for more terminals...  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...so hopefully y ou get faster... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Faster acceptance. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...acceptance. Apple clearly had the advantage of more devices, right, so they had that benefit. But everybody is 

dealing – with habits are hard to change. You got to get people to sign up and then y ou got to get people to use it. 

So, these things don't happen overnight. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Are we going to have to enter into a period of substantial, I guess, incentivizing of consumers, or merchants for 

that matter, to change the behavior, whether it's additional rewards or lower interchange rates? I mean, do we 

have to reach that point, or do y ou think the technology organically can get to where y ou'd like it to be?  
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
I mean on the margin may be, incentives might help, but it can be very expensive to do that. So, I think these 

things take their time. I mean it took a long time to get to where Visa is today , to get to 40 million points of 

acceptance and 2.5 billion to 3 billion cards. I mean, y ou just have – y ou got to get cardholders one at a time. Y ou 

have to get points of acceptance one at a time. It just takes time.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
So the way  y ou're describing it, doesn't seem like – I mean it's a little counterintuitive to me, because y ou're 

talking about it from a user perspective. And one of the things I worry about is that may be there are too many 

digital wallets that are developing and that can be confusing to consumers and the like. But I mean is that a fair 

concern, or do you not think that'll be an issue? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
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No, I think – look, I think there are many  ways to get this done. And different people are trying different way s. So 

each one of these solutions is different in some way , and is try ing to solve one problem or another better than the 

other one. It's not atypical for the start of any  new technology, right? There's not a single standard often. There's 

multiple play ers trying to do it a different way .  

 

Y es, it does cause some confusion on the margins. So, if I'm a merchant, which one do I facilitate first, or do I 

facilitate them all? And if I do it, do I create confusion? Do I create clutter at my  point of sale or on my  presence 

on the Web, right? They  have to think about that, and they have their own internal priorities. So y es, y ou've got 

that element. 

 

And then consumers. I mean people are busy. How do y ou cut through the clutter? And they made themselves say, 

okay , well, I'll wait and see how this settles. So on the margin, y es, but is that a single and big reason why  this 

could be slowed down? No. I think this is not very different than the early days of any  technology. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Got it. I think we had one other question upfront. While the mic is coming up, just quick question on that. You 

guy s have stated in the past that mobile devices can help double the global POS acceptance locations over [ph] 10 

(32:09) y ears. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
What are y ou seeing across the globe in terms of mobile POSs? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. There's clearly growth in mobile POSs. I think I saw somewhere that 8 million dongles have been shipped, 

and there are probably 6 million mobile points of sale today. Certainly, it's important in the U.S. Y ou see it a lot in 

places like Australia, very, very common with certain factors like taxi cabs and  certain forms of retail. In the 

emerging markets, it's being used for more than just that. It's mobile banking and all that taking off. So clearly, 

there's an opportunity here. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
And it's building. But once again, I mean it's building one at a time...  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
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Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...so it's not like it's spreading like wildfire. But we love it, because what we want is as many  points of acceptance 

as we can get. So, if in a certain situation – for example cabs, y ou couldn't pay  with cards because it was 

inconvenient. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Now, it is. So we love mobile point-of sale. We would love to see massive proliferation.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Every where. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Right. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Got it. Last question; wrap up with that.  
................................................................................................................................................................................................................................ 

 

 
Q 

Y eah. I had a question about your investment in Square. What drove y ou to invest there, and what have y ou 

learned so far? What is it bringing to Visa? 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Well, look, I mean [ph] that (33:42) investment was a while ago. There was a fair amount of confusi on when the 

announcement went out. It was done in, I believe, 2012. And if y ou really go through the numbers, it's a small 

percentage of the company. We invest in things to understand what's going on. So, Square is not unique. We have 

other investments that we often get into fairly early in their life cy cles just to have a sense of how is that going to 

develop. We think Square is great for our business. We v iew them as allies and partners because they're doing 

what we want done which is growing points of ac ceptance. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Y eah. 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
We hope Square is incredibly successful, and we hope that business model is very v ibrant. And there are other 

Squares and they  proliferate around the world because they are doing the machinery work that this business 

needs, which is increasing points of acceptance, and that's what our network is all about, right? The more points of 

acceptance, the more the value of the netwo rk. The more cardholders, the more the value of the network. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Y eah. You have to be excited [indiscernible] (34:40) cab in San Francisco. Now, they have two points of 

acceptance, right, like many of them, Square [ph] Plus (34:45), whatever. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y eah. And if y ou [indiscernible] (34:46) of course, y ou use cards. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
That's right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
So, I mean these are all things that I've been essentially trying to function without cash and y ou can now, right? 

Five y ears ago, you couldn't. Today, y ou can have no cash. Like most people, as y ou kno w, now have their iPhone 

and that little... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Digital wallet. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
They  put the – no. 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Oh y eah. No, on the back. Yeah, right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
That's the other wallet... 
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
All right, y eah. 
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Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
...right? Y ou got y our digital wallet in the phone.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right, right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
But behind the phone are all y our cards.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC Q 
Right. 
................................................................................................................................................................................................................................ 

Vasant M. Prabhu 
Chief Financial Officer & Executive Vice President A 
Y ou see a lot of that around here, and y ou can essentially function with just that. You don't need a wallet any more.  
................................................................................................................................................................................................................................ 

James E. Faucette 
Morgan Stanley & Co. LLC 

Well, Vasant, thank y ou so much. We're out of time. Thank y ou for attending.  
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