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MANAGEMENT DISCUSSION SECTION 
 

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC 

Hi. This is James Faucette, the senior payment analyst here at Morgan Stanley and I want to thank you all for 

joining us today for this very anticipated conversation, at least anticipated by me that we're going to have with 

Visa's CFO and Vice Chairman Vasant Prabhu. 

 

And thank you very much Vasant for joining us. Before we get started, I do have a quick disclosure to read. For 

important disclosures, please see the Morgan Stanley research disclosure website at 

morganstanley.com/researchdisclosures. If you have any questions, please reach out to your Morgan Stanley 

sales rep. Thank you very much. 

 

Vasant, excited to have you with us today. We were talking just before we got officially started here on the open 

call that it's been an exciting time. Certainly, a lot more volatility and operational change maybe than we've could 

have imagined even a couple of months ago. And even when things started to kind of decline, we've seen a lot of 

movement in the likes since. 
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QUESTION AND ANSWER SECTION 
 

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
So look, I know that Visa and you specifically updated the trends you were seeing last week and that included 

some details through the end of May. Where do you think investors have been surprised but maybe you don't 

think they should have been and at the same time what has surprised you? 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
Hello, James, and it's good to talk to you again and hello to those of you who have joined us on the call. So as 

you know we are in unusual times, times that none of us have dealt with before. So the term surprise [ph] isn't 

unusual (00:01:52) term to use as you know everything is a surprise at this point. And coming into this period, we 

were all sort of speculating on what the trajectory of the recovery would be. We saw what happened with the 

lockdown in March and into early April. And like most other companies, it was very hard to predict what the 

trajectory would be and so we didn't provide any kind of outlook. But like lots of people, we ran a whole range of 

scenarios. 

 

We shared three possible trajectories of recovery with our board. One of them happened to be one where there 

would be relatively fast domestic recovery both in the US and elsewhere. And that seems to be the one that is 

playing out. As you saw in our numbers through the end of May, for the month of May, if I start with US spending, 

US payments volumes, we were down 5% and I can even say only 5% because that was a hefty 13 points better 

than April and it improved week-by-week. 

 

If I had to sort of highlight something that perhaps little surprise and that would be debit growth. Debit actually 

grew 12% in the month of May and was even better than that in the last few weeks of May which was, by any 

stretch, very healthy debit growth even in normal times. And of course, it's significantly outperformed credit, which 

improved by 9 points from April but was still declining 21%. 

 

And I think the interesting thing about debit is we're seeing strength just across the board in the US on debit. 

When you look at it, you see strength across different spend segments. You even see strength across ticket size 

bands. Debit is gaining share even in larger ticket – higher ticket transactions. We see that. Just about any cut 

you make, debit is outperforming credit. 

 

Now, that's not completely a surprise because we do see things like these – these kinds of shifts in times of 

stress. Debit tends to be used more for essential purchases. The stimulus payments went into people's bank 

accounts. And so it would be natural to use debit cards and debit credentials for that. So clearly, the growth of 

debit is one highlight. 

 

Another one that I might point out is on the transactions front, once again, we saw process transactions improve. 

Typically, transactions grow faster than payments volumes partly because we keep penetrating smaller and 

smaller ticket sizes. But what we've been seeing since April is actually transactions declining somewhat more or 

improving somewhat less than payments volume because we're seeing a shift to higher ticket sizes. And that's 

driven by a variety of things. It's driven by the fact that some of the categories that are really benefiting right now 

or recovering faster are things like home improvement and automotive, whereas, things that are recovering slower 

tend to be lower ticket categories like restaurants and entertainment. It also reflects the fact that when people are 
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not going into stores, the impulse purchases or the smaller purchases don't happen. They get clubbed together in 

larger e-commerce purchases. 

 

And then on a normal day, if you're up and about going to work, you take transit, you buy a cup of coffee, you buy 

a lunch. There's a lot of incidentals that people spend on that tend to be lower ticket item. So I'd say that's 

probably something else that's different. And then if you look at cross-border, we did see an improvement. It was 

about 6 points from April in our cross-border business excluding intra-Europe. Now, the reason we keep 

highlighting excluding intra-Europe which shrank 45% in May is because it's the transactions, including intra-

Europe that really drive our international revenues. And that's the number to watch because intra-Europe 

transactions are fundamentally like domestic transactions. 

 

And what we're seeing on cross-border not surprisingly is that travel spending which is about two-thirds of it has 

remained weak and was down about 78%. Now, some may say well, why is that not recovering? The fact is that, 

for there to be a recovery, there has to be a reopening. And as far as travel goes, especially cross-border travel, 

we really haven't seen much of a reopening and we will over time. We're hearing talk more about bubbles like 

Australia, New Zealand, Denmark, Norway and things like that. 

 

The other highlight on cross-border is the healthy growth in e-commerce spending excluding travel. That was up 

18% excluding intra-Europe transactions. But it was up 30%, if you include intra-Europe transactions. So if you 

just include all our cross-border transactions including intra-Europe and you look at travel – look at cross-border 

ex-travel, that was up 30% which is very, very healthy. So again, we're seeing even in cross-border some really 

hefty growth in e-commerce spending. 

 

And of course our cross-border overall was down 35% if you include intra-Europe. So, that was a big 

improvement again from April, and you can see that difference between including and excluding intra-Europe is 

pretty hefty right now because what you're seeing is a big improvement in intra-Europe cross-border and the 

reason we sort of try to leave it out is we want you to focus on what really drives our international revenues. 

 

So, those are some things that you might consider surprising or unusual, but it's all driven by the fact that we are 

in unusual times. What we've seen is a trajectory of a recovery. The recovery is driven by when states and 

countries are reopening. It's driven by how consumers are reacting to the reopening in terms of how much they 

have changed their behavior pre- and post-COVID. So, that's the story as it stands. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
So, Vasant, you said a lot of really interesting things there that I want to dig in on a couple of them. I guess, 

maybe the first is maybe a little bit surprising to me is, you mentioned that the transaction counts, if you will, of 

particularly smaller ones or maybe aren't recovering the same way. And I think your explanation makes a lot of 

sense is that if you're not going to the store or you're focused on necessities and you're not doing as much 

impulse buying, that makes a lot of sense. 

 

On the flip side of it, it seems like that that's where the most opportunities for share gains against cash would 

reside. And so what is your sense of what, particularly debit or maybe electronic, more generally, but debit in 

particular, has been able to do versus cash. Has it really been able to accelerate the share gains and perhaps 

more importantly, if it has, how do you retain those share gains as the world goes back to a more normal state? 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
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Absolutely. Yeah. So this shift in sort of transactions to higher ticket, we don't think that's permanent. We think it's 

just transient. And as we see card present transactions come back, we'll start to see the shift back. So let's talk 

about the question you asked which is, we've seen a massive shift away from cash to digital forms of payment. 

Some of it was [ph] forced (00:10:20) because things were shut down and people couldn't go into a store and use 

cash. But we do believe that this is going to stick for a variety of reasons which we can go through. 

 

So first of all, e-commerce is still only 14% of all transactions. So there's still on a global basis, a huge amount of 

room here for penetration of e-commerce. And as you know, anytime, a transaction goes from being face-to-face 

to e-commerce. We have a three times opportunity to capture it, i.e. our share is 3x in e-commerce versus face-

to-face because you don't have too many other options. 

 

So as it relates to e-commerce, we're seeing a few things that we think will cause the shift we're seeing which is 

accelerating, let's call it, an existing trend and perhaps pulling forward from multiple years of shifts into a few 

months. The first thing we're seeing is significantly more people using e-commerce for the first time. 

 

So, for example, in Latin America, 2 in every 10 active e-commerce cardholders in the second quarter the first 

time users. In Singapore, it was 1 in 5. In the US, the number of active cards using e-commerce is up at least 

30% versus pre-crisis. The second thing is that people are using e-commerce for the first time in categories that 

many of them typically didn't, like food and drug stores, like restaurant and QSR and like many forms of retail. So 

people are realizing that there are categories that they may have typically gone into the store and getting used to 

the idea that these work just as well, we are e-commerce. So what is happening here is that on the e-commerce 

front, habits are being formed. The longer this goes, the more comfortable people get with using e-commerce in 

transactions that they haven't used before. 

 

In many cases, they are now embedded in card-on-files at these merchants, which as you know, makes it a one 

click transaction in many cases. We continue to improve click to pay and other initiatives. And so, even as we've 

seen card present recover as things are opening, we're seeing e-commerce growth rates stay pretty high. So 

we're quite sure that some of the shift is going to stick. 

 

Now, as it relates to card present and transactions that will happen once things open, you all know that handling 

cash is just not very attractive at this point. People don't want to do that. People would prefer to touch and pay 

and use a digital form of payment rather than cash. So we are very, very optimistic about what contactless will do 

for us. 

 

You know we've been talking about it for years. People used to wonder why we're talking about contactless. 

Because we think that Visa is a very powerful digitization mechanism as a physical point of sale. We're seeing big 

increases in penetration outside the US, where there's already critical mass. Many countries – we're working with 

governments and regulators to lift the pay caps. In the UK, it's gone from £30 to £45. We have seen a big jump in 

transactions in that range through Tap2Pay. In Canada, the limit has gone from CAD 100 to CAD 150 and already 

40% of the transactions in that range are contactless. And we're hoping that this accelerates the shift in the US 

because there's a real consumer demand right now for tapping. And we have a lot of merchants who already 

enabled it. We are helping those merchants communicate to consumers by providing signage that Tap2Pay is 

available. We are talking to issuers about accelerating issuance of Tap2Pay cards. It's an adoption curve in the 

US. It's the next big frontier for contactless. And we think – we hope that this will accelerate that and allow us to 

get to critical mass faster. 
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The other thing that will help us in the face-to-face context is everything we've been doing with wallets around the 

world. Wallets, whether it's Safaricom, Paytm, all the big wallets, LINE Pay, Gojek, we have looked to put our 

credentials in. That is helping in emerging markets to enable people to use Tap2Pay and digital forms of payment. 

 

And then finally, I mean, what this crisis has taught everybody, governments, merchants, consumers, et cetera, is 

that having a digital form of payment was vital during this crisis. So merchants are much more motivated to accept 

cards right now where they don't. Governments are much more motivated to promote digital forms of payment. 

And consumers are realizing that this is a great way to pay. Some of them may not have used it in societies 

where cash is still quite prevalent. And we are going to see some permanent changes in behavior the longer this 

goes. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
That's great. So a couple of quick questions to kind of wrap up the current before we shift to where the real value 

creation is for shareholders and that's the long term, but how much difference are you seeing in state-to-state 

behavior, for example, in the US in terms of volumes et cetera, like how much delta in activity is there between 

"open versus closed states". 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
Yeah. So in general, there's a reopening trend across the US. So if you look across the US, every state, if you 

look at card present transactions which is one index we're looking at to see how reopening is working. You're 

seeing an improvement in card present transactions which means that just about everywhere there's something 

open whether it's a state that has fully opened or not opened. 

 

Having said that, the states that opened earlier are somewhat further ahead in the recovery, and so, there's 

certainly a difference across states in terms of where they are relative to where they were and how far along they 

are in the recovery. While there are differences, I mean, every state is recovering. So I wouldn't say the 

differences are huge, but definitely there are differences across states – it depending on when they reopened and 

how much they reopened. 

 

The other interesting statistic though is that even as states have reopened and card present is improving the rate 

of decline in card present transactions is shrinking. Card not present growth has been strong almost everywhere. 

What's surprising is how well card not present growth is holding up even as things reopened and you may have 

seen that in some of the data we released. So, these are early days. 

 

Often what we is as states reopen, there's an early spike in activity within a day or two or restrictions being lifted, 

then they settle down at a level and then there's some steady improvement as time goes by. 

 

One of the questions here is what's driving all this, right? What's driving the recovery that we've seen? There is 

definitely an impact from stimulus payments. There is definitely an impact from what's called – let's call it pent-up 

demand. People just stopped buying some things for a few weeks and now they realized they can buy them even 

online. 

 

And then clearly, I mean we are benefiting from the shift away from cash. So our numbers are probably reflecting 

a better picture than what maybe the complete picture because we're benefiting from the shift away from cash, so 

there's multiple factors that play here. 
 .....................................................................................................................................................................................................................................................................  
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James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
And lastly, just you mentioned travel and that was going to be gradual to recover. Just quick 10 seconds, are you 

seeing any indications of at least advanced bookings and anything to call out there? 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
Yes. So, for travel to recover, there has to be a reopening. So clearly, traveling across borders is not happening 

as much until there's clarity around when that is possible. In many cases, you can travel but then you have to go 

into quarantine and all that, so it doesn't make it very pleasant. But we are seeing short-haul travel doing better 

than long-haul travel. We are definitely seeing more interest in travel as you look at forward bookings and so on. 

 

Travel, we think is sort of the next category to recover, but we'll have to wait and see. It's too early to tell you what 

the trajectory of travel recovery would be. I think what we will see is consumers forming a sense of what their 

zone of geographic comfort is and things beginning to happen within that zone of comfort. We will begin to see 

certain travel patterns. So for example, Australia and New Zealand are planning to reopen to each other because 

they're both sort of doing fine. They have largely reopened within the countries. So if a New Zealander travels to 

Australia instead of, let's say going to Fiji for their vacation, that's okay. That's still for us a cross-border 

transaction. 

 

So travel patterns may change, and so we may see some of that corridor change happen, but they are still cross-

border transactions. So I think we will probably see some different patterns initially in travel. Another point to 

make in travel is, I think you've heard us say this before, that the vast majority of our travel is not business travel, 

it's consumer travel. And that's because a lot of business travel doesn't get charged on cards per se. Consumer 

travel, as you know, is to visit friends, visit relatives and for pleasure and for experiences. And people will not stop 

doing that, right? They still need to do that. 

 

Business travel may move to Zoom and Webex and so on and people may realize that business can be done 

without having to travel. But consumer travel has different motivations. The patterns may change, but the 

motivations, we think, don't change. And so we're quite optimistic about consumer travel coming back. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
Got it. So as I promised, let's turn to the real value creation part of Visa and the work that you're doing and that's 

the long-term strategy. How would you characterize your long-term network and services strategy and particularly 

how it's different from what you see from your largest competitors. 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
Sure. We talked quite a bit about it at our Investor Day, and hopefully, it's clear to you that for several years now, 

we have radically altered the mission of Visa, right? Visa's mission for the vast majority of its history was to 

facilitate payments to merchants. Let's call it consumer-to-business, C2B. And for several years now, we've 

drastically enhanced the capabilities of our network to do a vast range of new use cases to facilitate a broad 

range of B2C, i.e., disbursements, P2P, of course, G2C, governments to consumers, which is quite popular right 

now among governments, and all forms of B2B. 
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So, we are in the business of moving money. We are no longer strictly in the payments business. Our goal is to 

be a network of networks. We are in the business of serving any use case that requires moving money if we can 

add value there. Our goal is to have maximum scope which is what Earthport and other things we've done like 

wallets – our wallet partnerships do for us. It allows us to get money to all end points. 

 

Today, we can – with the integration of Earthport which has gone very well, we are able to access 99% of global 

bank accounts in the top 18 markets. We are form factor agnostic. We will use all available networks and be a 

single point for our partners. We will then provide the services that everybody has come to expect from Visa in a 

network agnostic way, i.e., we will ensure the security and the reliability that comes with our brand by using things 

like tokenization. And, of course, our reliability is unmatched. We'll provide a variety of other services like fraud 

and authentication and dispute resolution et cetera, that makes our service invaluable, and we will do it a network 

agnostic way by – when we are moving the money. 

 

How is it different than our largest competitor? I might highlight two or three areas in which it is different. So our 

view is that we will use any rails that we need to. Most RTP and ACH rails are owned by regulators, central banks 

of governments. They're typically open to all. They're not proprietary like Visa rails are, let's say. And we will use 

those rails to facilitate whatever the use case is that we can add value to. 

 

We will also provide value-added services on those rails when we provide the service. And occasionally, we may 

partner with the rails to provide that service even if we are not the ones moving the money. What we don't find 

attractive is the business of building the rails. We find that business – first of all, it's not a core capability that we 

are good at or it's a systems integration business. 

 

The margins are non-existent. It does not give you ownership of the rails. That's a big misunderstanding out there 

right now that the belief that you can own these rails. You don't own the rails. They're owned by someone else. 

You can build it for them, you can operate it for them, but they are open to all. So we see no reason to really build 

those rails, very attractive business, no network effects, no scale effects. And we can use the rails and we can 

provide value-added services on the rails. So that's how we are approaching RTP. We'll ride the rails and we'll 

provide value-added services. 

 

And on the network infrastructure side – on the infrastructure side, we may choose to play in some situations 

where we think there's some value in doing that but otherwise we just don't think that's a very attractive business, 

frankly, very unattractive. 

 

Another difference is on B2B. We laid out at Investor Day that our goal is to follow the money. There's an 

extraordinary amount of opportunity left in what we do well in B2B. Small businesses, mid-sized businesses, 

corporate cards, T&E cards, virtual cards, et cetera. We can serve a whole bunch of B2B use cases through Visa 

Direct and through our existing suite of products and services. We can do it better than other people can. We are 

1.5 times our nearest competitor, 2x the other competitor. And there's still a ton of opportunity in that space. It 

comes at good yields and we don't want to be distracted. We think there's plenty to do there. 

 

The other area of B2B we're very excited about is cross-border B2B. Not large amounts of payment volume but 

enormous dissatisfaction among customers today. We can provide certainty, reliability, security, better FX through 

our B2B Connect service which frankly is up and running and having some good traction and hopefully there will 

be more to talk about there. We can tell you about soon. 

 

Where we are less enthusiastic about in the short run but we see it as a long term opportunity is large enterprise, 

and I say large enterprise, domestic accounts receivable and accounts payable. The value creation proposition 
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there is still in flux. We're partnering with people to figure out how best to create value. Moving money is not 

where the value is created. People only spend 1 basis point to move money today. So we have to go deeper into 

that value chain and come with solutions that can create real value. We're working on it, it's a long-term 

opportunity, but in the meantime, there's plenty to do in B2B. 

 

And then finally on value-added services, there's a difference too. We like platform services where we are 

advantaged in delivering them either because of our scale and scope or because of the connections we have. We 

don't want to get into value-added services, just for the sake of boosting revenues because that will catch up with 

you. We're not advantaged or the margins are terrible. We like platform services, like risk, like authentication, like 

security, like CyberSource, like issuer processing, like some of the things we can do with our data. And that's how 

we look at it. 

 

These come with great margins, great cash characteristics, and we can create real value. So that's, I think, are 

some areas where we're different. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC Q 
That's really helpful, Vasant. And then here and the last question to wrap up, it seems like Visa has made a 

deliberate move to maybe be a bit more acquisitive than in the past, or at least that's my perception. And first, I 

guess, is that perception accurate? And I guess the – more importantly, why have you done that and is that 

something we should expect will persist? And really, I guess, probably what we care about most is, what are your 

criteria and objectives? What do you – like how do you evaluate acquisitions, because on a surface, for example, 

the proposed Plaid deal strikes some as being expensive. So how are you thinking about M&A and are you 

quickening the pace and kind of what's your criteria? 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. A 
Yeah. Nothing has changed on that M&A strategy. So it's not like we somehow changed our posture on M&A. Our 

approach has always been capabilities you can either build or buy. If it's faster or cheaper to buy rather than build, 

then we would buy. Or if you can acquire talent in a way that is attractive by buying, then we might do that. 

 

We do a lot of partnering. Partnering is by far the way we like to grow. This is a business of partnerships. They 

are fundamental to our business model. Occasionally, we might invest in our partners when we can get something 

unique either some exclusivity or we can go to market together or we can jointly develop products. 

 

We're always looking at M&A in terms of, does it do something for us. Earthport allowed us very fast to get 

substantially more access. So, it was a case of moving faster by buying Earthport. Bell ID allows us to tokenize 

non-Visa transactions, a capability we did not have and this was well-developed and further along than building it 

ourselves. Verifi, they had built some scale with 25,000 merchants in dispute resolution. Here again a platform 

that added something that we didn't have. Payworks, a big opportunity in omni-commerce with CyberSource, 

made a lot of sense to acquire them. We knew them well. We've been partnering with them. 

 

And then what Plaid does is it substantially accelerates our network of network strategy. Plaid is the frontend to 

FinTechs. Plaid is a developer-friendly enterprise. It brings that capability. What we can bring to it is the ability to 

grow internationally. We can bring to it the integration of payments and we can provide a whole range of services 

to FinTechs through Plaid that will make Plaid successful and grow our business. And what Plaid had was critical 

mass and scale that made it faster for us to acquire Plaid and the value we can add both to them and to us was 
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very substantial, and therefore it made sense to do. So, hopefully we'll get all the approvals when we can close on 

it later this year. So that's the story on the M&A front. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC 

That's really great. Vasant, I want to thank you very much for joining us today. Obviously, Visa is as you point out, 

has massive scale and represents a huge part of I think most people's day to day life at least of those of us that 

are listening in today and the way that you're extending that to the broader population is really important 

especially in a period like we've experienced for the last few months. So I really appreciate you taking your time 

today. 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. 

Thank you, James. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC 

You bet, Vasant. For those of you that are joining us today, want to let you know that at a quarter to the hour, 

depending on where you are but in 15 minutes roughly, we'll be continuing that FinTech track with GreenSky. 

We'll have David Zalik, the CEO of GreenSky and Gerald Benjamin, Vice Chairman talking to Steven Wald from 

here at Morgan Stanley. So hope to see you all there at that presentation. 

 

Thank you very much and we'll chat soon. 
 .....................................................................................................................................................................................................................................................................  

Vasant M. Prabhu 
Vice Chairman & Chief Financial Officer, Visa, Inc. 

Thank you. Bye. 
 .....................................................................................................................................................................................................................................................................  

James E. Faucette 
Analyst, Morgan Stanley & Co. LLC 

Bye. 
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