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MANAGEMENT DISCUSSION SECTION 
 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. 

Okay . We're going to start now. Hi. I'm Chris Brendler, the fintech analyst here at Stifel, and I'm very excited to 

have Jim McCarthy  here from Visa. Jim, I know him for several years and I can't say  any thing but the most 

knowledgeable guy I've ever met in pay ments. There's a lot going on in pay ments, so it should be a good half hour 

well spent. 

 

We'll start off with y our title. You're a Global Head of Innovation & Strategic Partnerships. What does that mean?  
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. 

Y eah. It's a great question. I asked Charlie that when he gave it to me. No, in all seriousness, really if y ou got to 

back to the beginning of who we are, Visa as a network, we oftentimes talk about when y ou see a ty pical Visa 

presentation, y ou'll hear about the number of cards, the 2 billion cards that we hav e enforced around the globe, 

the 36 million merchants, the number of transactions.  

 

And there's an assumption, matter of fact, the old – the joke when y ou come to work for Visa is y ou get on a plane 

and person next to y ou asks what y ou do, you say you work for Visa and they go, well, can I get card or can I get a 

lower interest rate? 

 

Neither of which we do. But again, the assumption is because of the brand that we do a bunch of things that we 

don't. But going back historically to what we do do is – which is the network, the real trick was [indiscernible] 

(01:08) convincing Bank of America to effectively license the BankAmericard and open it up. And the trajectory of 

the company, the growth of the company and the innovation from the company to a large degree  has been based 

on the network and the connections of that network.  

 

So, historically, it was financial institutions that hung up the network, so again 14,000 plus. And to a very large 

degree, by market, by client, they drove the innovation agenda. As y ou can imagine, when y ou got that – those 

number of clients that are in different markets, serving different customers with different products, again being a 

relatively small company of less than 10,000 employees, I mean, significantly less on a historical ba sis, the growth 
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and the drivers for the growth and the innovation, whether it be card designs, whether it be going through the 

magstripe, chips, et cetera, was a dialogue with clients. So, when I think about innovation, it was really driven by 

network externalities and relationships with the clients and dialogue with those clients that drove the analog 

world. 

 

Well, as Charlie got on board, not that we weren't thinking about these things, he realized that we really hadn't 

done a good job thinking about the next wave of innovation, which was being primarily driven by digital 

companies that weren't necessarily the financial institutions. They, as much as Visa, were consumers or consumed 

the digital platforms and technologies and innovation that was occurring.  

 

And so, what we did was we said, look, Visa is not going to invent all of these things, again given our operating 

leverage, given the small nature of our base. But it was almost like going back to the future where we said we got to 

go talk to these folks. And then talking to the folks and actually standing up a, if y ou will, a business development 

function where we've got a lot of these third parties as now clients, we really are driving our innovation agenda.  

 

So it's really  rebooting a lot of what we've done for the last 50 y ears, except in this case with the folks that are 

really  driving the digital agenda for the world, effectively binding their digital capabilities to the financial 

capabilities that Visa has through our clients, occasional clients.  
................................................................................................................................................................................................................................ 
 

QUESTION AND ANSWER SECTION 
 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
So from that description, it seems like Apple Pay  would be a perfect example of something you should've had to 

get with the industry  and create the roadmap or how that was going  to work? Is that a great example of what 

y ou've been working on? And... 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah, absolutely. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Okay . 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
And the way  – by  the way , the way we thought about it is we've got three major sectors that I've got folks that 

actually have client relationships with now. So we got a dev ice and hardware m anufacturing as a sector. We've got 

mobile network operators, global, large-scale mobile network operators as a sector. And then, I've got commerce 

networks, of which Apple is one. 

 

And again, through those dialogues – and actually, it was over the course of time with Apple, a lot of discussions 

about what they wanted to do, what works in the ecosystem, what doesn't work in the ecosystem, they kind of 

came around to a point of v iew along with us and a lot of the financial institutions that this is something that we 

think will work. 
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Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
But it really  was driven by that dialogue and then how we can work together to effectively go beyond the plastic 

and into, in this case, the iPhones using iOS.  
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
So I thought the innovation with Apple Pay making it easy to use was phenomenal. Anyone here actually use 

Apple Pay ? Anyone? Do y ou love it? Does it work? Great. I haven't used it y et – I'm a Samsung guy . So, when can I 

use something similar on my  Google phone? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. So let me just answer that a little bit differently. So the way  we looked at Apple Pay , it really is – and y ou've 

heard us talk about it, it's the reference model. The fact that y ou were able in a really  relatively short amount of 

time for the way  it takes the ecosystem, the payment ecosystem to innovate to get the number of financial 

institutions on board and in the U.S., some of our largest, to get all the major payment networks on board to 

support debit, credit, prepay, I mean just across the entire ecosystem, it's the fastes t move I've ever seen the 

ecosystem make. And I think that really speaks to the thoughtfulness.  

 

And just really  the fact that mobile's taken so long to get to this point, there's a lot of trial and error. Apple didn't 

really  have it. It was everyone else around it, but they learn and then move much like they do in a lot of industries. 

 

That said, and putting that out there, just like the car business and to a large degree, the consumer electronics 

business, once something is out there, everyone kind of loo ks at it and say s, oh, that's working. We'll follow it. I 

mean, I'd love to say there's a lot of barriers to entry in most of the things we do, but once someone launches 

something and say , oh, I'm going to do it using my  capabilities. In this case, y ou can  imagine after Apple launched 

and they  saw that – the world saw that the banks, the networks get behind it, it kind of made tokenization make 

sense, which was the y ear earlier announcement we have with MasterCard and Amex. 

 

And so what we've seen is a lot of incoming phone calls saying how can I do this? How can I do something similar? 

So, long way  of say ing that I think 2015 will be a really interesting y ear for folks to start lining up behind similar 

solutions that move payment credentials into devices in a way  that works for everybody. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
All right. So what it's like in terms of the [ph] dunamis (06:05) relationship between y ou and the other networks? 

This has be sort of a coopetition type of environment where y ou're actually working with Am Express and 

MasterCard? And how does that play out and what does it mean for Visa...  
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
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Y eah. I think, again, history is a good place to ground that discussion. So, I've been at Visa, this will be my  16th 

y ear, and for the vast majority of my  career was under the association model of hav ing come from IBM prev iously, 

I was used to v igorous competition in the technology space. And you get t o Visa and y ou're bank-owned, you're an 

association, and we – again, I woke up every day wanting to compete. And the fact was, as an industry , given the 

way  the industry works, standards are really important.  

 

So, regardless of where y ou are with Visa or MasterCard, even Amex to a degree, you can only get so far before 

eventually some board member who, again, was one of our owners would say, have y ou talked to the other guys? 

Primarily , because they wanted to have homogenous ecosystems so that merchants could accept all tender types. 

They , from an issuer perspective, could process in their back office without a lot of complexity. And so, there was a 

natural, what I call, homogenization where standards were really important. 

 

And so, when y ou think about the way BINs work, the card numbers themselves, the way transactions gets 

processed, whether it's a magstripe or an EMV chip, there's alway s been a real focus on standards just to take 

complexity out of the sy stem. And that's a good thing, especially when you think about the fact that cash and check 

are still so prevalent and the way  merchants operate and the way  banks operate, taking that complexity out allows 

us to get after big chunks of cash and check.  

 

And again, for all of us in this room that travel, the  fact that where we sit today, you can take a card or a couple, 

like a credit card and a debit card, and get on a plane and go around the world and get cash to make purchases and 

not to think about it. And that they  fundamentally work almost the same at ev ery market speaks to the power of 

that homogenization, if y ou will... 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
...for the electronification of the secular growth. So, what happened to us going public, we all focused on building 

our P&Ls and our balance sheets and differentiating intellectual property. And what happened was mobile was 

kind of stagnant, and we all realize that to move forward, we really had to create a roadmap to electronification on 

these mobile devices. 

 

And so, in some way s, while the structures are different and there is obviously still a focus on our respective 

bottom lines, you're right about coopetition. There's a roll force specification setting, standard setting that allows 

all boats to rise, especially when y ou put it in the mind of kind of a consumer merchant and how they interact. 

Differentiation at the point of sales is a bad thing for all of us because to the extent y ou con fuse consumers, 

confuse merchants, things won't get adopted. And then, we've seen that in the mobile space clearly for the last 10 

y ears. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. So, it seems to me like the opportunity with mobile wallets  should be, I think, a lot more exciting outside 

the U.S., like everyone's got sort of pay ment functions in the United States, the cards work. But outside the U.S., 

we may  not have a bank account or a card already. Is that a bigger opportunity with mobile? And how are the co-

opetition dy namics a lot different outside the U.S.? 
................................................................................................................................................................................................................................ 
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James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. So, a couple of things. I don't want to play  past developed markets because obviously there's a lot of 

excitement with respect to mobile. I mean, if y ou think about again the world even here in the U.S., Canada, 

Australia, smartphones, consumers spend more time with that device than any other devices. And so, we've got to 

get it right on those dev ices. 

 

So while, y es, the physical POS is plumbed and works well with cards, clearly there's a tremendous opportunity in 

remote transactions that still has room for improvement. And if y ou look again what Apple Pay  has done in terms 

of the in-app, I think that's where we get really excited because, again, it takes friction out of the checkout 

experience when you're out and about and not at the POS. When y ou're in contextual mode, when y ou think 

about, oh, I need to buy something, and I forgot it, and y ou can get on the phone and easily check out. It's one of 

the reasons we did Visa Checkout and y ou'll see us tokenize that. So there's still a big opportunity in developed 

markets. 

 

That said, we're already effectively tokenizing in developing markets. So the big opportunity there again is in 

countries where y ou're not going to see a wireline telephony ever probably where electricity isn't great. People 

have cell phones and they've got prepaid phone plans, and the mobile network operators have realized th at they 

have excess liquidity. They can use their cloud. If y ou think about – y ou're buying prepaid minutes, well, why 

don't take the rest of the funds that y ou have and store them securely in a stored value system? 

 

And so they 've effectively created issuer processing sy stems where they'll take all the cash, assign some of it to 

prepaid phone minutes, and then the rest into this prepaid plan, a currency, local currency. The problem is that 

only  works inside of that closed-loop system. So early days in the U.S., which is early  2000 period when you 

thought about gift cards, stored value. And in the U.S., a lot of it was retail so that currency was trapped inside of 

the retailer. And if y ou look at the world today, it's all general purpose cards better doing t hat, effectively opening 

up what was a closed network. 

 

And so what we've done in emerging markets around the global is we've done effectively prepaid Visa brand deals 

with these closed-loop mobile currency sy stems where we associate a 16-digit Visa card number with the mobile 

phone number. So if y ou think about it, they've got a mobile number phone that's got a prepaid phone plan that 

has a stored value – closed-loop stored value accounting system. And now, we associate with that a 16 -digit Visa 

card number that's v irtual. 

 

I mean, it's literally  attached to it. So the consumer can use their mobile phone number to transact not only in that 

local currency, that local mobile money currency, but they can now connect to the Visa network and do remittance 

cross-border, across networks, and then eventually, through exposing that 16-digit number, do e-commerce 

transactions. 

 

So, we've effectively planted the flag through the brand and through tokens – through v irtual card numbers 

associated with those prepaid plans that are in those markets that have more prepaid phones than there are bank 

customers. So, it really is the on-ramp for the next half-a-billion customers. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Y eah. What I was try ing to get to is like how much of the Apple Pay  is exciting? It's cool tech. But how much of this 

process of digitizing the card is a key  part of the growth story? Because it seems like in the 1980s, we had credit 
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cards, and then we had the debit cards in the 1990s that drove tremendous growth, squeezing cash out of the 

sy stem. Is mobile even bigger in terms of the opportunity to squeeze cash out? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Absolutely. I mean, if y ou look at just what happened in the last four y ears with companies like Square and [ph] 

The Growth (12:31) just predominantly just brand new categories. And the opportunity is still tremendous. That's 

here in the U.S., right? That's a developed market, and y et we've seen tremendous growth just through the use of 

the mobile dev ice as a POS device. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
But the way  I would talk about it, I think too often when we say  mobile, everyone, including me, sort of think 

about the dev ice, like the hardware, the physical hardware. For me, the more interesting thing is really the 

software. So, really the theme probably for a lot of this conference is about the software platforms and how y ou 

can personalize an experience. 

 

The example we alway s talk about in the industry is how Uber has effectively changed something. But I guarantee 

if, we went backwards in time, five years, I doubt that'd be very – many  people are saying that the taxi livery 

business would be where the innovation occurred. And I think what's important to realize, it's software, right? So, 

software is wrapping these things. 

 

And effectively, when y ou think about how software, whether it's in the Starbucks phy sical store, whether it's in 

the Apple vertical stack or even in industries like, Uber as an example, or Square, it's getting these credentials out 

of this analog piece of plastic and into apps is really the game. And so we've got to make this easier to take those 

credentials that are tied to this physical device and get it into all sorts of software-based platforms. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Interesting. So y ou mentioned that the other side of it, the mobile wallet and there's the mobile acceptance device. 

And I think was it last y ear's or it's almost two y ears ago at a conference, Visa's investor conference, y ou 

mentioned where y ou had a slide there that talked about the growth in mobile point-of-sale. And the goal I think 

was 38 million by  2017. 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Is that trajectory still on target? Are we still going to see that much increase in acceptance of merchants around 

the world from mobile devices? 
................................................................................................................................................................................................................................ 
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James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah, we're still extremely bullish on it. As I've said, if y ou think about the devices and the two -sided nature of our 

network, we alway s talk about what the consumer can do. But when y ou think about 7  billion-ish of these devices 

around the globe, if y ou can turn each one into a POS device, again either through software or through hardware 

dongles, it just continues to drive the network effect.  

 

And so, as we talked about it, it took 45 y ears, 50 years to get to 38 million POS devices. We've done a bunch of 

research in the space, both primary and secondary resear ch. I think today, there are roughly 4 million additional 

dev ices that are active, 8 million that have dongles that have been shipped around the globe. And so, y ou can start 

to see that inflection point. And a lot of it is still in developed markets, so as  the developing market just still maybe 

acquiring the business model to change. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
But that path is being laid just by  the installed base of these devices. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Right. Interesting. So, back to tokenization for a second. I mean, I know it's been sort of a buzz -worthy industry 

and why  wasn't it done earlier? Why  was it so hard to get these account numbers secured from the moment they 

were swiped and how much progress has tokenization been for the industry? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah, it's really kind of a funny  thing at least from where I sit because we've been in the token business for 50 

y ears. I mean, if y ou think about the best example I'll give, the easiest one is think about y our debit card. When 

y ou go to y our bank and y ou get your first – y ou get y our checking account, they hand you a checkbook and it's got 

a routing number and a bank account number, a checking account number. And then, they hand y ou a piece of 

plastic that is a 16-digit number that's nothing to do with those other two. So, effectively, w e had tokenized the 

underly ing account structure via the 16-digit personal account number. 

 

And we've – as the industry has matured and this technology has matured and as the fraud landscape has 

changed, we continue to make investments to protect that info rmation. So, we went from 16-digit numbers 

embossed on the front to the magstripe image on the back to the EMV chip as part of the evolution. And as I said, 

mobile – y ou remember like a couple of y ears ago, e-commerce kind of happen and then for a while, everything 

looked like it kind of stalled, like mobile hadn't taken off. And it wasn't really  until the iPhone that everyone kind 

of saw the potential for what these computers in our hands could be, effectively shrinking the screen, which used 

to be wired Internet to wireless Internet and also while retail really was real and the app economy was taking off.  

 

And so, there wasn't a lot of impetus per se, although back to V.me when we announced that a couple of y ears ago, 

we could see it. And so we've got to get in this space to make it easier to transact. And quite frankly, V.me was a 

tokenized credential in that not only was it the username and password that sat in front of the card on file, but 
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when we hand it to the merchant back in the early days of V.me was a random number, let's just call it that, that 

the merchant knew. They send it to us where we would de -tokenize it and send the real card number through. 

 

So, this has been the constant theme historically, but we didn't have the drive to get to a standa rd. And that's why  

I'm say ing earlier, we're – as an industry, we all kind of woke up to, y ou know what, this will never work as we 

were all competing on the wrong thing, which is y ours works this way, mine works that way. Merchants don't 

know what to install and it just effectively stalls the investment.  

 

And so, we've all agreed that this is the way  we'll do it. This leaves a lot of room for innovation. We process 

differently than our competitors do, but the fields at a minimum will be the same. And so if  any one follows that, 

they  know they've got – they  can make an investment at a point-of-sale device and it's smooth sailing. 

 

So long story short about tokenization, we've been in that business for a long time. Standards are the way we've 

driven it. It just was – it was just a fact that mobile finally  got to the point where really, to some degree, Google 

second wallet where we saw like, look, we can't have these credentials being decoupled and disintermediated, bad 

things happen to everybody that we realize we've got to get in the room and sort on this.  
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Speaking of bad things, I hate passwords. They seem so old school at this point and Russian mobsters have a 

billion passwords. How soon can we get away from passwords and use things like biometrics in our mobile devices 

and geolocation? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Is that a couple of y ears or is it a decade? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Well, I mean, as things go, first off, it's going to require standards. And so y ou're seeing consortium like the FIDO 

Alliance and things which are really helpful with getting the right people in the room to discuss these things 

because, as y ou can imagine, it's a combination of technology and then some in the plumbing to move that tech – 

like who has it, how do y ou compare it because it's the bank that's doing the underwriting. 

 

And so, there's an ecosystem that has to appear to make it all work. That said, just like when I said IBM coming to 

Visa 16 y ears ago, lot of discussion about biometrics and it kind of fell off. Pay  By  Touch was around for a while. 

So, what y ou're seeing again is kind of I think the [ph] coming back around (18:58) with authentication as a broad 

industry  theme that people get that authentication. That binding of the consumer identity to a credential is 

absolutely critical. 

 

Now, historically, again [ph] when I use (19:08) these devices that was easy because effectively, you apply to the 

bank, the bank authenticated you through their means effectively under writing and then sends y ou this in a 
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secured mail, so they knew – and then y ou activate it. So, they knew through that process that they're relatively 

sure that that was y ou. 

 

The challenge we've got today is people are carrying these devices. They've got cards that they're entering into the 

iPhone and then that first step of binding that consumer to the underlying account again is the critical one. And 

so, a lot of effort is being put into authentication. We've announced this new 3D Secure 2.0, which bring industry 

standard kind up to these new technologies risk-based authentication. But with respect to biometrics, again, as we 

talked about in the past on Apple Pay , iTouch is a valid credential. 

 

So if a merchant has the right level of a pay Wave terminal, we don't require signature any more, we don't require a 

PIN. The iTouch is a valid, what we call, customer verification method that effectively takes the signature 

required, caps off all together. So it's a real benefit for the merchant because – and the consumer because y ou can 

walk up with this dev ice, put your thumb on the home button, put it against the terminal pay and not have to do 

any thing else, and the merchant gets the protections of a valid signature or PIN.  

 

So y ou're beginning to see that. We're looking at a lot of interesting technologies with heads up, iris scanning 

that's coming. If y ou think about Internet of Things, connected cars, you're not going to be wanting to touch 

things, looking at y our windshield and be able to have the iris scan bind y ou to the device, lot of really interesting 

use cases that are coming down the pipe. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Interesting. [ph] I'm out of the (20:46) questions after one more because y ou mentioned merchants. What's in it 

for merchants and how much of y our focus is driving more value to the merchants, like squeezing out fraud and 

other initiatives? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. Again, as I said, it's alway s been a part of who we are. Being a two -sided network, y ou have to have balance. 

Otherwise, y ou're just not going to get the network effect. Historically, again, going back to who we were, I mean, 

just the value of hav ing an open to buy kind of drove a lot of the network effect. I mean, the merchant could know 

at a phy sical point-of-sale or when a consumer came in and used that card and the merchant off cleared and 

settled correctly, they get a pay ment guarantee without having to worry about did y ou have the money in y our 

account was a big deal. 

 

And then over time, as y ou can imagine, if y ou're not – if y ou don't continue to invest in that, it becomes a little bit 

of out of balance with respect to what am I getting the value for because I think there's an assumption that 

everybody has that what am I pay ing for it. And so, it's really what y ou're s eeing us is reinvesting in that. 

 

Now, that said, the world, as I talked about, is changing. People are moving to digital credentials. Merchants have 

been confused, especially in the EMV landscape here in the U.S. So, if I'm making this investment, there's  not a 

person that can feel good about compact chip only because we know mobile's coming. We know compact was 

coming. We know all these new technologies.  

 

And so, it was lay ing out the roadmap to really support not only the way the world has been wired his torically, but 

what's the next five, six, seven y ears if y ou're making a big financial decision, especially if y ou're a multi -lane 

retailer. So, tokenization was a really big step forward because it said this is how mobile is going to work. And to a 

degree, we even abstracted the tokens from the radio, meaning it can be NFC, can be QR, can be any  number of 
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things that they 're not bound together. As long as the data flows through a secure channel, we're good. Bluetooth 

low energy  is an example. 

 

So, that was a big deal. So we're making that investment. But then, once you make the technology investment, 

then y ou get into, okay, so if we're able to more effectively bind the consumer to the device, can we take fraud out? 

Can we drive top line growth? Again, as retailers move into remote in-app, browser-based experiences, if they  can 

get a better transaction where the customer is able to check out more easily, so we're driving the top line revenue 

number and at the same time, driv ing fraud down, that's a win for e verybody. 

 

And so, we're early  days on that, but that is clearly the goal to look at the underlying credential and how do that 

bind to the economics of that transaction. But in the interim, just taking the friction out so that merchants can 

close more transactions without stopping the line, whether it be in the phy sical point -of-sale or remote is a big 

step forward. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Good. Okay . Any  questions from the audience at this point? Don't be scared. All right. Let's talk about EMV for a 

second because it seems like it's old news in some way s, but it's a big y ear for EMV. What's going to happen on the 

PIN side? Is it going to be a choice for most issuers? Is Visa actively recommending a certain path there?  
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
No. We've alway s chip and choice and that's not being cute. It's really because in a lot of cases, especially on credit, 

consumers aren't – they  don't – never had a PIN that y ou can actually slow the line down. There's a bunch of 

things with it that are kind of antithetica. But l again back to if y ou think about the Apple Pay experience as an 

example. As I said, just being able to touch and pay and move through the line.  

 

For debit, where – the routing decisions are – have been less, if y ou will, less complicated now because of the fact 

that Durbin has come in and set a price in the marketplace. We're now play ing in a much smaller different 

structure, and the fact that retailers want to drive y ou through the line, we're literally saying we're not going to be 

banned and by  the way , we've never been banned. When I talk about the customer verification method, signature 

and pen are interchangeable. Now, we're going to add iTouch to it a nd other things because the fact is we want to 

give the merchant the choice, we want to give the issuer the choice and the consumer the choice and not say this is 

the only  way . 

 

And quite frankly , in a world where the way we're protecting the data is throu gh dynamic values, dy namic fields, 

PINs are again suddenly antithetical because y ou're now introducing a static token that once it's compromised, 

y ou've got the key s to the kingdom. And so, we've said that that's not a way  we think that's really  appropriate, 

which is again what we're try ing to get to means that are a little bit more strong. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Interesting. So as for my  career in following this business and so y ou have tremendous motor on y our business. 

Very difficult to replicate the network effect at Visa than y our competitors have. What do y ou – like how much of 

y our job is spent worrying about what's coming and staying ahead of competition? Or is it more just making what 

y ou have today better? I mean, is there other threats out there? I mean, I did quite a look around bitcoin. It's got 

interesting technology, but I still can't see if, even a slight chance, it has the kind of success that Visa has had. So 

what do y ou worry about? 
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James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. It's in our – I mean, I'm like most of the people in this room, you pick the paper, the Journal or y ou see the 

– y ou're watching Bloomberg or CNBC or whatever it is y ou consume on a daily basis. It's just amazing to me to sit 

here, again, hav ing been at Visa for 16 years. 

 

When I got here, there was very little news on payments. I remember MasterCard going public in advance of us 

and people were like, what are these businesses and how do I value t hem? And now we sit here today and if I turn 

on those newsfeeds, it's like pay ment, payment, payment, payment now because again, as I said, we're wrapped – 

commerce and pay ments have come together.  

 

Again, I'll put it in the analog world. If y ou think about just shopping 10, 15 y ears ago, probably more like 15, 20 

y ears ago, it was a bunch of serial experiences. Open the paper or the magazine and find some – or see a TV ad, 

oh, I want to get that. Then I've got to get in – where can I get it? No real tools. You get – y ou kind of find y our 

way  to a store. 

 

Y ou wander aisles, you find the thing. Y ou really have no inclination is this a good price or not, but then you get in 

the line, then y ou check out and then y ou finally pull a card out and Visa, of course. And the whole concept of 

search, the purchase, the discovery through to the payment has just come together. And so we sit in an age now 

where commerce and all these other things are really wrapped. And as a result, when y ou think about your 

question, it's like I don't know where it's coming from. 

 

And so, on the one hand, again as a consumer, just like all of us in this room have information, y ou have to be 

slightly  paranoid about the things like what is that and what does it mean to us? And while I talk ab out our 

business development function we have, we're calling on the grandfathers now. I mean, you're talking to Google or 

Apple, these are like well-established incumbents. I worry about the inflows in fintech into like the Valley and 

around the world. And so we've got a team literally working with the venture companies to really understand what 

are those next things. 

 

So, we have a healthy respect for the competition. To y our point, one of the big moats was the phy sical network 

itself and that's gone away . We're connected, which isn't at all a bad thing because, as I said, all that means that 

cash and check go away , too, if y ou're in a connected environment. But y ou have to be playing forward like what 

are those things, y our point about coopetition like what do we trade. 

 

But we wouldn't give up our position for anything. I mean, we feel really strong about where we are and that's 

why , again, the dialogue we've established, the way we're working tokenization is something that's really positive 

because it really lays out the kind of the future for us in this – and interact with these digital companies. But one 

of the things we've done is, [ph] by  the way , we don't market center (28:08) was to create a lab, to start working 

with a lot of these new technologies to bring companies in, to expose our network assets as APIs because the best 

thing we can do is take what we've done for the last 50 y ears that's been connected to banks, and now drive our 

connection into these digital new players because then we'll become as invaluable to them as we were to the banks 

the last 50 y ears. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Excellent. We've got two minutes left. Any questions? 
................................................................................................................................................................................................................................ 
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Q 

[Inaudible] (28:36-29:14) 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. Q 
Y eah. So I will summarize the question real quick here. It was Visa's relationship with China UnionPay  and what 

are the dy namics there? 
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. A 
Y eah. So, it's – obv iously, China UnionPay is a big general purpose card network supporting one of the world's 

largest pay ments markets. So it's a couple of things. One is we've started to move away from the brand new dual 

brand – dual currency cards to single currency which makes life easy  for everybody because then y ou know what 

the value prop is. 

 

But more importantly, back to the standards piece which was part of the question like working with them, China 

UnionPay  is part of EMVCo. So we've already briefed them on tokenization. So the token standards of those now – 

when we met with MasterCard back in July  of 2013, very first meeting, we – as one of our discussion points, goals 

for the meeting was where we're going to give this thing to because we can't own it.  

 

So we had decided out of the gate that we're going to put it to EMVCo. Amex came in when we announced the 

thing, which was I think September, October. By  December, we had given the spec to EMVCo. By  January, they'd 

accepted it and published it and they 've had several working groups around the world. 

 

And so, all the things we're doing are again realized that the ecosystems got to participate. So as y ou can imagine, 

if – hy pothetically, if Apple enters China, given the domestic nature of the Chinese network with respect to in -

country, they have to have a solution for tokenization inside the market. And so we truly expect that China 

UnionPay  will be able to use the token standard and propagate a lot of that work inside of the market while single 

currency cards, by the way, we'd be able to propagate those into the Visa Token Service to support Apple outside 

of the market. 
................................................................................................................................................................................................................................ 

Chris C. Brendler 
Stifel, Nicolaus & Co., Inc. 

Okay . Good job answering that question in two minutes. All right. Please join me in thanking Jim McCarthy .  
................................................................................................................................................................................................................................ 

James F. McCarthy 
Global Head of Innovation & Strategic Partnerships, Visa, Inc. 

Thanks, everybody. 
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