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The Credit Card Processing System
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U.S. Credit Card Industry Profitability: 1993, 1998, and 2003
Growing Fee Revenues Replace Net Interest Income

1993 1998 CAGR 2003 CAGR Saturated market,
$ Billions % of Assets $ Billions % of Assets 1993-1998 $ Billions % of Assets 1998-2003 pressure from
mortgage as
Avg. Balances Outstandings $226.9  100% $470.2  100% 16% $623.3  100% substitute
I More balance transfers, better deals for consumers I\
Interest Income $30.9 136% $645 13.7% 16%  $82.3 5%
Interest Expense (12.3) -5.4% (25.2) -5.4% 15% ($34.3) -5.5% 6%
Net Interest Income 18.6 8.2% 39.3 8.4% 16% $48.0 7.7% 4%
Credit Charge-offs/Fraud 9.2) -4.0% (23.8) -5.1% 21% (34.9) -5.6% 8%
Risk-Adjusted Margin 9.4 4.2% 15.5 3.3% 11% 131 2.1% -3% I
Interchange Income 7.7 3.4% 14.7 3.1% 14% 28.0 4.5%
Miscellaneous Fees 6.0 2.7% 115 2.4% 14% 16.2 2.6% 7%
Enhancements 00 00% 05 01% 7% 20 (03% [32%
Total Net Revenues 232 102% 422  9.0%  13% 593  95%| | 7% |
Operating Expense (15.2) -6.7% (29.3) -6.2% 14% (36.2) 4%
/
Pretax Income $8.0 35% $12.9 2.8%  10% 232 / 37% \|12% |
Savings from online servicing, Web cross-selling revenues;
electronic bills e-commerce stimulates interchange

Note: Credit card industry composed of Visa, Master Card, American Express and Discover.
(a) Includes late, overlimit, cash advance, and annual fees.

(b) Includes cross-selling, targeted ads, and revenue sharing.

Sources: Faulkner & Gray, MSDW Research estimates.

0 O O O Morgan Stanley Dean Witter )

U.S. Credit Card Industry Profitability : Historical and Forecast

'98/93 '03/98

1993 1994 1995 1996 1997 1998 1999E 2000E 2001E 2002E 2003E CAGR CAGR
Avg. Balances Outstandings $226.9 S274.2 $339.4 $407.1 $450.8 $470.2 $493.7  $523.3 $554.7 $588.0  $623.3 16% 6%
% Change 20.9% 23.8% 20.0% 10.7% 4.3% 5.0% 6.0% 6.0% 6.0% 6.0%
Interest Income $30.9 $35.3 $47.0 $59.7 $65.0 $64.5 $67.6 $71.2 $74.9 $78.2 $82.3 16% 5%
Interest Expense (12.3) (15.7) (20.8) (24.6) (25.0) (25.2) (27.2) (28.8) (30.5) (32.3) (34.3) 15% 6%
Net Interest Income 18.6 19.6 26.2 35.1 40.0 39.3 40.5 42.4 44.4 459 48.0 16% 4%
Credit Charge-offs/Fraud 9.2) (8.9) (13.5) (21.0) (24.5) (23.8) (25.7) (28.0) (30.2) (32.6) (34.9) 21% 8%
Risk-Adjusted Margin 9.4 10.7 12.6 14.1 15.4 15.5 14.8 14.4 14.1 13.2 131 11% -3%
Interchange Income 7.7 8.9 10.4 12.1 13.6 14.7 16.3 18.3 20.8 24.1 28.0 14% 14%
Miscellaneous Fees (a) 6.0 6.3 7.4 8.5 9.4 115 12.8 13.6 14.4 15.3 16.2 14% 7%
Enhancements (b) 0.0 0.4 0.4 0.4 0.5 0.5 0.5 0.7 11 1.6 2.0 7% 32%
Total Net Revenues 23.2 26.4 30.9 35.1 38.9 42.2 44.4 47.0 50.5 54.2 59.3 13% 7%
Operating Expense (15.2) (18.0) (22.3) (26.1) (28.1) (29.3) (30.6) (31.9) (33.3) (34.7) (36.2) 14% 4%
Pretax Income 8.0 8.3 8.6 9.1 10.8 12.9 13.8 15.1 17.2 19.5 23.2 10% 12%
As % of Avg Receivables
Interest Income 13.6% 12.9% 13.8% 14.7% 14.4% 13.7% 13.7% 13.6% 13.5% 13.3% 13.2%
Interest Expense -5.4% -5.7% -6.1% -6.0% -5.5% -5.4% -5.5% -5.5% -5.5% -5.5% -5.5%
Net Interest Income 8.2% 7.2% 7.7% 8.6% 8.9% 8.4% 8.2% 8.1% 8.0% 7.8% 7.7%
Credit Charge-offs/Fraud -4.0% -3.2% -4.0% -5.2% -5.4% -5.1% -5.2% -5.4% -5.5% -5.6% -5.6%
Risk-Adjusted Margin 4.2% 3.9% 3.7% 3.5% 3.4% 3.3% 3.0% 2.8% 2.6% 2.3% 2.1%
Interchange Income 3.4% 3.2% 3.1% 3.0% 3.0% 3.1%% 3.3% 3.5% 3.8% 4.1% 4.5%
Miscellaneous Fees (a) 2.7% 2.3% 2.2% 2.1% 2.1% 2.4% 2.6% 2.6% 2.6% 2.6% 2.6%
Enhancements (b) 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.20% 0.30% 0.3%
Total Net Revenues 10.2% 9.6% 9.1% 8.6% 8.6% 9.0% 9.0% 9.0% 9.1% 9.2% 9.5%
Operating Expense -6.7% -6.6% -6.6% -6.4% -6.2% -6.2% -6.2% -6.1% -6.0% -5.9% -5.8%
Pretax Income 3.5% 3.0% 2.5% 2.2% 2.4% 2.8% 2.8% 2.9% 3.1% 3.3% 3.7%
Year/Year % Change
Interest Income 14% 33% 27% 9% -1% 5% 5% 5% 4% 5%
Interest Expense 27% 33% 18% 2% 1% 8% 6% 6% 6% 6%
Net Interest Income 5% 33% 34% 14% -2% 3% 5% 5% 3% 5%
Credit Charge-offs/Fraud -3% 52% 55% 17% -3% 8% 9% 8% 8% 7%
Risk-Adjusted Margin 14% 18% 12% 9% 1% -5% -3% -2% -6% -1%
Interchange Income 16% 17% 16% 12% 8% 11% 12% 14% 16% 16%
Miscellaneous Fees (a) 5% 17% 14% 10% 22% 12% 6% 6% 6% 6%
Enhancements (b) NM 5% 0% 25% 0% -1% 48% 51% 43% 26%
Total Net Revenues 14% 17% 14% 11% 8% 5% 6% 7% 7% 9%
Operating Expense 19% 24% 17% 8% 4% 5% 4% 4% 4% 4%
Pretax Income 4% 3% 6% 19% 20% 7% 9% 14% 14% 19%

Note: The credit card industry is composed of Visa. Master Card, American Express. and Discover.
U_ Includes late, overlimit, cash advance, and annual fees. U" Includes cross-selling, targeted ads, and revenue sharing.
E = Morgan Stanley Dean Witter Research Estimates Sources: Faulkner & Gray, Company Reports, Morgan Stanley Dean Witter Research

0 0 0 O Morgan Stanley Dean Witter )

BIBIFEPR A%k 2001.7 106



goboboboggobbbooooobobogao
gbgooobooboobobooboboobo
gogboogoboooboobbooooboo

gboooboobooboobooboobooobo

gboooboobgoooboboobooboon
gbooobuooboooboboobooboon
gboooboobooobobooboobooo
gboooboobooobobooboobooon
gboooboobooobobooboobooo
gooobooobooboboo
oboooobooobobooobobooba
oobboooobooooobboboooobon
gobbo0oooboooooboboboooobon
oboboooobobobooobobobboooo
goooboooboobobooobooobooo

goboobooooooobbooooooobbooo

O00o0ooOoOo0oooo0oooooooooo
O000ooo0o0oooooooooooooo
O000ooOoOoOooooOoOoooooOoooo
O000O0O0OOCOOAmerican ExpressO OO
Ooo0o000oooooooooo%wboooo
O000ooO0o0o0oooooOoooooOoooo
ooooooom»wooooooooooooo
ooooo
gogobobooogoooboooooboo
ggogobbbooooooboboooooobooo
ggoobobbooooooboboooooobooboo
O000ooo0o0ooo0oooooooooo
O00o0ooOoOo0oooo0oooooooooo
O000ooo0o0oooooooooooooo
O0000o0ooooooooooooobMOO
Oo0o0oo0oOoooUoooooooooood

gboooboobobobobooboobooobo

gooooboooobDMOUOOOGoOooOoDObOO
ooooboooobogon

oo oooooooon
goooooogooobooooooobb
0ooooooogooobooooooon
gbooobooboooboboobooboon
gboooboobgoooboboobooboon
00000000 www. NextCard. comO 000
goooobgooo

American Express0 00000000000
gboooboobooobobooboobooo
gboooboooboobobooobooobooo
ooooboooboobobooobooobooo
oooobooobooboboooboooboon
000000 CitiGroupd Bank One0 0 0O OO
0 O O Capital Oned MBNAO ProvidianO O O O
0ooooooogooobooooooon
gbooobooboooboboobooboon
gogoo

gbooobgooboboboboobgoobon
gboM»booooboM»obooooooooo
gboooboobooobobooboobooon
gboooboobooobobooboobooo
gboooboooboobobooobooobooo
oooobooobooboobooboooo
ooobooooooboooooobobooo
gogboobouooboobooboood
gogbooboobooboobooooooo
goooooooooboooooooooaa
gbooobooboooboboobooboon
gboooboobgoooboboobooboon
gbooobuooboooboboobooboon
gboooboobooobobooboobooo
gboooboobooobobooboobooon
gboooboobooobobooboobooo
gboooboooboboboboooboon

BIHIFEPFA%R 2001.7



9 #&hWic

oooboooooobboboooooboooo
gobbooooooooooooboboooooon
gobboooooooooobooooooon
gobbooooooboooooobooooobon
gobooobooobbooooboooobo
gbooobooboobooboo

goooobobobooooooobbbooogo

gobboooooboooooooboboooobon
oobbooooobooooooboooooobon
ooooboooboobobooobooobooo
oobboooobooooobooooobon
gobboo0oooboooooboooooboo

BIBIFEPR A%k 2001.7

oooooon

0000000000D00000000000
0000000000 D000000000000
0000000000000000000000
0000000000000000000000
0000000000000000000000
0000000000000000000000
0000000000000000000000
ooooooooooooooooon?”

o0mooboobooboboooboobon
ooooooobooboboooboobo
gobomoobooboboooboobo
gooooooogooo

108



	１ はじめに
	２ 米国のクレジットカードの歴史
	３ 消費者（家計）と消費者信用・負債
	４ クレジットカードに対する消費者の評価
	４ −１ クレジットカードに対する消費者の評価
・見方
	４ −２ カードの機能、カード発行会社等に関す
る評価・見方
	４ −３ クレジットカードの条件に関する情報

	５ クレジットカード発行など金融機関等からの
信用供与に関する消費者保護の仕組み
	５ −１ クレジットカードなどの広告の規制
	５ −２ 消費者の個人情報の収集と誤った個人情
報の訂正
	５ −３ クレジットカードの不当な発行拒否の禁
止
	５ −４ クレジットカードの利用額の支払い・振
込み請求、自動引き落としの誤りの訂正
	５ −５ クレジットカードが盗難・亡失したとき
	５ −６ 債権取立て

	６ クレジットカード決済の仕組み
	７ クレジットカード産業・市場の構造
	８ クレジットカードとインターネット、電子商
取引
	９ 終わりに

