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Cause & Effect Economy Meets Wait and See Mentality 
This report demonstrates that there are conflicting positive and negative indicators regarding the current 
state of the economy. This is driven by the fact that consumers, corporations, and banks are hesitant to 
spend, hire, and lend ς the functions that each entity must do in order to drive economic growth. The 
hesitancy comes from uncertainty. Uncertainty about what Congress will do, what regulations will be 
implemented, and about the outcome of the mid-term elections. The dust is still settling from the recession 
and the rules for playing in the U.S. economy from this point going forward are still being written. Until the 
rules are known, uncertainty reigns and prudence dictates that many players sit on the sideline. 

 

The Payments Industry is in Limbo as Well 
Like other industries, payments companies are facing changes and unknowns as well. Barring drastic last 
minute developments, debit interchange legislation is a reality ς the consequences of this legislation will 
have far reaching implications within the industry. Additionally, MasterCard and VISA rules and regulations 
are more fluid now than ever before, causing pause within the industry as they become apparent. That 
being said, there are positive signs. Though the payments industry is not immune to the economy and 
outside factors such as retail sales and consumer spending, two major drivers of payments related revenue, 
the industry as a whole continues to be more resilient than the overall market (see page 21 for the 
ǇŀȅƳŜƴǘǎ ƛƴŘǳǎǘǊȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ǾŜǊǎǳǎ ǘƘŜ {ϧt рллύ. This resiliency comes from the still increasing use of 
debit cards, and consumers affinity for ecommerce transactions 
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Macroeconomic Indicators 

GDP & Dow 
(2007 ς Q2 2010) 

The chart shows similar trends between the Dow Jones 
Industrial Average (change measured from close at last 
day of quarter) and GDP. Stock indexes have historically 
led economic conditions by six months and are 
sometimes used as leading economic indicators.   
GDP:  Q1 2010 GDP increased at a slower pace as a result 
of slowdowns in private inventory investment, exports, 
residential  and non-residential real estate investment, 
and an accelerating decrease in local and state 
government spending due to municipal budget concerns. 
One bright spot was the continued increase in personal 
consumption expenditures, up over 3% from the year 
earlier period. Analysts and economists are expecting Q2 
2010 GDP growth of approximately 3.5%. 
Dow: Stubbornly high unemployment, European debt 
concerns, the oil spill in the Gulf, continued municipal 
budget issues, and proposed banking reform generated 
much volatility in the DJIA lately causing investors to 
withdraw $21.8 billion more then they purchased in Q2 
2010 causing a return of -10%. Sources:  Bureau of 
Economic Analysis, Google Finance, Wall Street Journal 
 

Unemployment & Consumer 
Confidence (2007 ς Q1 2010) 

The charts display the cause-and-effect like nature that 
binds these indicators. The unemployment rate is one of 
the highest profile economic indicators to consumers; 
consumer confidence inversely reflects it.   
Unemployment: Unemployment for Q2 2010 declined 
slightly from Q1 as the government shed 125,000 
temporary census workers while the private sector added 
83,000 new jobs. The 0.2% decrease has been diluted by a 
decline in the labor force , those actively searching for 
work, of 625,000 as  long term unemployment, those out of 
work for 27+ weeks, remained unchanged at 6.8 million. 
Consumer Confidence: Though consumer confidence 
increased from Q2 2009, the most recent reading for June 
2010 ended three consecutive monthly gains with a  loss of 
nearly 10 points. Labor market growth appeared to be the 
main topic of concern among consumers. Sources: 
Department of Labor, The Conference Board 
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* Q2 2010 GDP of 3.5% is an average of the consensus analyst estimates from MarketWatch, WallStreetJournal, and Reuters 
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NMI: an index of non-manufacturing activity based on 
indicators with equal weights: business activity, new 
orders, employment and supplier deliveries.   
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Macroeconomic Indicators 

New  Home Sales 
(May 2009 - May 2010) 

US: New home sales dropped 13% from the year earlier 
period and 33% from the previous month in May 2010. 
The large monthly rate of decline can be attributed to 
the spike in April due to buyers rushing to take 
advantage of the federal tax credit prior to its 
expiration. Economists, however, were predicting a 
much smaller decline of 19% as compared to the 30%+ 
actual decline.  Meanwhile existing home sales data 
came in at 400,000 less than expected in May. As the 
chart shows, the federal tax credit seemed to have little 
effect until its ending when sales from September 2009 
to February 2010 registered consecutive monthly 
declines. 
Regionally: None of the four regions surveyed 
experienced an increase in home sales from April 2010. 
The largest declines, however, came from the South and 
the West. Areas such as Las Vegas have seen home 
values decline by over half since the recession began. 
Source: US Census, Forbes.com 
 Manufacturing & Non-Manufacturing 

Activity (June 2008 ς June 2010) 

Manufacturing: Manufacturing activity expanded for 
the 11th consecutive month while the overall economy 
grew for the 14th  consecutive month in June 2010 
(albeit at a slower rate yet above the 50% breakeven 
line) . The rate of growth has slowed from May and 
many believe this trend will continue in the second half 
of the year. Of the 18 manufacturing sectors surveyed  
13 of them experienced growth in June. However, 
respondents have commented that the market is 
declining again with new orders down some 8% to 10% 
ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ ƭŜǾŜƭǎΦ 
Non-Manufacturing: Non-manufacturing activity 
continued to expand in June albeit at a slower pace than 
in May. Moderately slower growth can be attributed to 
a 2.7% decrease in new orders, a 0.7% decrease in the 
employment index and a 6.8% price index decrease. 
According to the recent survey 15 industries reported 
growth in June but expressed concern over labor market 
ŎƻƴŘƛǘƛƻƴǎ ŀƴŘ ƛǘΩǎ ŜŦŦŜŎǘ ƻƴ ǘƘŜ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅΦ 
Source: Institute for Supply Management  
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Macroeconomic Indicators 

Consumer Spending & Inflation 
(Q1 2008 ς Q1 2010) 

Consumer Spending ($ Billions): Consumer spending 
accounts for about 70 percent of total economic activity.  
Compared to the same period a year ago consumer 
spending increased 2.5% as consumers slowly become 
more confident in the economy. Spending has increased for 
four consecutive quarters beginning from Q1 2009. Though 
final Q2 2010 data will not be released  until the end of July 
this trend is likely to continue as May numbers registered 
the largest annual positive percentage change in 33 
months. Durable goods expenses contributed strongly to 
the gain in May as purchases among these items increased 
11.4%, the last time durable goods spending increased 
11%+ was in July 2005. 
Inflation (Core): Excluding food and energy, inflation has  
dropped significantly from the prior year. Many economists 
and fixed income portfolio managers do not expect 
increases in inflation in the near term due to 
unemployment levels and activity in the global economy. 
This has allowed the Federal Reserve to keep the federal 
funds rate at historic lows to spur economic growth. 
Sources: Bureau of Economic Analysis, DailyMarkets.com 
 

Personal Savings & Credit 
(Q1 2008-Q1 2010) 
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Personal Savings Rate: Personal saving has declined slightly 
over the last few quarters as consumer spending slowly 
rebounds. Growth in wages, however, has enabled 
consumers to continue to save while increasing their ability 
to spend. This is a positive trend for economic recovery as it 
ŦǳǊǘƘŜǊ ƛƴŘƛŎŀǘŜǎ ŎƻƴǎǳƳŜǊΩǎ ƛƴŎǊŜŀǎƛƴƎ ŎƻƳŦƻǊǘ ƭŜǾŜƭ ǿƛǘƘ 
current and future market conditions. 
Consumer Credit: (% Change at Annual Rate): Consumer 
credit outstanding includes revolving (usually credit cards) 
and non-revolving (car loans, education, etc) loans. 
Outstanding consumer credit has dropped substantially 
over the past two years The latest data, however, displays a 
slight return in outstanding consumer credit. Despite the 
recent uptick credit has still been slower to return to pre-
recession levels than in any economic slowdown in the past 
40 years. Sources: Bureau of Economic Analysis, Federal 
Reserve, New York Times 
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Private/Public Spending & Unemployment: 
LƴŘƛǾƛŘǳŀƭǎ ŀŎǘƛǾŜƭȅ ǎŜŜƪƛƴƎ ǿƻǊƪΣ άǘƘŜ ƭŀōƻǊ ŦƻǊŎŜέΣ 
dropped by 652,000 in June as long term 
unemployment remained unchanged. When these 
652,000 discouraged workers are added back to the 
labor force the adjusted unemployment rate is 
16.5%, relatively flat from the prior period. With the 
continuance of temporary workers for the US Census 
the employment rate dropped slightly in June 2010 
from the year ending 2009. Stubbornly high 
unemployment seems to be correlated with the  lack 
of increase in private investment as seen in the past 
few quarters. Assuming current market conditions 
continue, with historically low private investment, it 
will take some 8 years to replace the nearly 8 million 
jobs lost since the recession began as federal 
government stimulus spending has proven to be a 
short term fix. Sources: Census, BLS.gov, Bloomberg 
 

Recessionary Periods 

Private/Public Spending & Unemployment 
(Private Investment and Government Expenditures are % of GDP in line graph) Spending & Unemployment 

(1980 ς YTD 2010) 

Chicago Fed Economic Activity Index 
(Q 1 2007 ς YTD 2010) 
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Economic Activity Index: The CFNIA is a weighted 
average index of 85 different economic indicators 
relating to production and income, employment and 
unemployment, labor hours, personal consumption 
and housing, sales, orders, and inventories. The 
index is created to have an average of zero. As such, 
a positive reading indicates above average economic 
growth while a negative rating indicates below 
average growth.  Data points in the chart are three 
ƳƻƴǘƘ ǊƻƭƭƛƴƎ ŀǾŜǊŀƎŜǎΦ aŀȅΩǎ ƛƴŘŜȄ ǿŀǎ ǇƻǎƛǘƛǾŜƭȅ 
influenced by strong contributions from production, 
as capacity utilization increased to 71.5%, the highest 
since October 2008. Averages above 0.20 indicate 
recovery from a recession for mature economies. 
Sources: Chicago Fed 

Chicago Fed National Economic Activity Index (CFNAI) 
(Average economic growth equals 0) 

Unemployment 

Å2010 data in above chart through June 
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Cash Balances 
(2005 ς Q1 2010) 

Macroeconomic Indicators 

Capital Spend & Private Employment 
(2000 ς 2008) 

Corporate CapEx & Private Employment (non-farm): 
Although capital expenditure growth among U.S. 
businesses was positive in 2008, growth has been 
increasing at a significantly slower pace. Pre-recession 
capital spending was growing in the double digit 
ranges. In 2008 capital spending was not significantly 
different from the previous year breaking a four year 
trend. As the chart shows, private non-farm 
employment levels are a direct result of  corporate 
capital spending.  With examination of the top chart, 
one concludes that 2009 capital spending will not 
provide the boost the economy needs as cash balances 
continued to increase from 2008. Source: Census.gov, 
BLS.gov 
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Major U.S. Corporation Liquid Asset Balances 
($Millions) 

Corporate Cash Holdings: As the chart at the top of 
page seven conveys, unemployment levels are generally 
at their lowest when private investment is high or 
growing. Keeping this in mind, the Federal Reserve 
recently reported that 500 non-farm, non-financial 
companies were holding  $1.84 trillion of cash and liquid 
assets at the end of March 2010, as the chart to the right 
shows. Indeed, strong corporate balance sheets are a 
positive but this sort of cash hoarding can prolong 
economic recoveries. With money market and other 
short term savings rates at historic lows, large cash 
balances can be a hindrance to financial performance 
measures  eventually causing companies to engage in 
capital projects, dividend or share buyback programs to 
satisfy investors. Capital projects are preferred as job 
creation typically follows, however, in order for 
corporations to reinvest their capital in their businesses 
there must be demand.   There are numerous additional 
explanations behind the recent run-up in corporate cash 
balances, besides the obvious, including the need to 
finance operations internally due to the lack of available 
credit and uncertainty among CEOs of potential 
government regulations and taxes that are seemingly 
anti-business. Source: Federal Reserve,  Newsweek 

+0.4% -6.5% +1.2% +1.6% +27.4% +18.3% +8.0% 

ÅLiquid assets include foreign deposits, checking deposits and cash, time and savings deposits, money market funds, securities, commercial 
paper, treasury holdings, asset backed securities, municipal debt, and mutual fund shares. In aggregate these accounts are sometimes 
referred to as cash and cash equivalents. 
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Macroeconomic Indicators 
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Major Global Stock Market Indexes 
(Presented in term of quarterly returns, begins at 0) 

Major World Currencies 
(In US $, presented in term of quarterly returns , begins at 0) 

Global Stock Markets 
(Q1 2008 ς Q2 2010) 

World Currencies 
(Q1 2008 ς Q2 2010) 

Concerns over the debt crises in the E.U. have sent 
the German DAX and the U.K. FTSE into negative 
territory in the past quarter. After a massive bailout 
of Greece by the E.U. and the IMF, interbank lending 
markets have seen an increase in the cost of short 
term funds.  The London Interbank Offering Rate, 
often tied to adjustable rate mortgages, business 
loans, and other global financial instruments, 
experienced its largest increase since October 2008. 
Manufacturing activity in both the Euro zone and 
China declined in June as financial market concerns 
in Europe and monetary tightening in China took 
effect. Headwinds in the Euro zone and China seem 
to be trickling into other international markets as 
slowdowns were also recorded in India, Australia, 
South Korea, and Taiwan. Japan, however, recorded 
a slight increase in manufacturing activity for the first 
time in two years. Sources: Yahoo Finance, Wall 
Street Journal, Bloomberg 

Movements among world currencies create 
competitive advantages or disadvantages among 
competing exporting nations. The recent drop in the 
value of the Euro against other currencies is causing 
major issues for China, as Europe is its largest 
importing country; the Euro has dropped 14.5% 
against the Yuan. The decreasing value of the Euro 
benefits exporting E.U. countries at the expense of 
U.S. based competitors. Though China recently 
ŀƎǊŜŜŘ ǘƻ ǇŜƎ ƛǘΩǎ ŎǳǊǊŜƴŎȅ ǘƻ ŀ ōŀǎƪŜǘ ƻŦ ƻǘƘŜǊ 
currencies, not just the U.S. dollar, any further 
weakening of their economy will cause further 
decreases in the Yuan and continue to give China a 
competitive advantage over other exporting nations. 
As China is the largest holder of public U.S. debt, 
declines in the Yuan could also cause a crowding out 
effect in U.S. credit markets as the government will 
rely more on the private sector to finance the federal 
debt. Sources: Yahoo Finance, Wall Street Journal 

-4% 

-23% 

-14% 

-12% 
-10% 

-25%

-15%

-5%

5%

15%

25%

Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010 Q2

Germany DAX China's Shanghai Index U.K. FTSE 100 Nikkei 225 (Japan) DJIA

4.00% 

-9.40% 

10.80% 

-1.70% 
0.10% 

0.60% 

4.60% 4.20% 

-20.00%

-15.00%

-10.00%

-5.00%

0.00%

5.00%

10.00%

15.00%

Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010 Q2

Euro/Dollar Pound/Dollar Yuan/Dollar Yen/Dollar



US Economic Indicators Q2 2010 Report Powered by 

 CŜŘΩǎ .ŜƛƎŜ .ƻƻƪ wŜƎƛƻƴŀƭ /ƻƳƳŜƴǘǎ 
(Districts 1 - 6) 

Current Economic Conditions by The Federal Reserve Board: Commonly known as the Beige Book, this report is published eight 
times per year, most recently on June 9, 2010. Each Federal Reserve Bank gathers anecdotal information on current economic 
conditions in its District through reports from Bank and Branch directors and interviews with key business contacts, economists, 
market experts, and other sources.  This and the following page are a graphical interpretation of each districts report (selected 
information only).  

District #1: Boston 

Overall Stable and improving 
activity in recent months 
compared to a year earlier 

Manufacturing Strong Q1 rebound in 
demand continued into Q2 

Retail Mixed results with increased 
range for year over year 
same store sales, periods of 
slowing sales remain 

Real Estate Improvements compared to 
a year earlier  

District #2: New York 

Overall Further signs of 
improvement since last 
report 

Real Estate Gains attributed to 
impending expiration of 
home buyer tax credit 

Retail Mixed results with strong 
sales in April, but weaker 
than expected in May 

Credit Mixed trends in loan 
demand 

District #3: Philadelphia 

Overall Conditions improved in some 
sectors, steady in others 

Retail Improved sales provide 
encouragement for current 
and future trends 

Residential Real 
Estate 

Tax credit providing some 
impetus to sales, overall pace 
has slowed 

Manufacturing Slightly improved conditions, 
demand activity is increasing 
slowly 

District #4: Cleveland 

Overall Some signs of improvement; 
overall activity remains below 
pre-recession levels 

Retail Stable, slight improvements; 
retailers are cautiously 
optimistic for future 

Credit Credit standards remain 
tight, and new business 
loans remain weak 

Manufacturing Moderate upward trend, slow 
rebound to pre-recession 

District #5: Richmond 

Overall Modest gains among most 
sectors  from previous 
weak levels 

Retail  Sales  flattened due to 
jobless  customers; a few 
reported improvement 

Credit Activity remained generally 
weak, lending up slightly 

Manufacturing Activity advanced at a firm 
pace particularly in 
shipments and new orders 

District #6: Atlanta 

Overall Economic activity improved 
modestly  in April and May 

Residential  
Real Estate 

Home sales  growth softened 
but remained positive on a 
year over year basis 

Labor Market Employment levels improved, 
however businesses  still  
pursue alternatives to hiring 

Consumer 
Spending 

Retailers indicated that traffic 
and sales  improved as well 
as improved confidence  

10 

Microeconomic Indicators 
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District #10: Kansas City 

Overall Continued to show signs of 
modest growth 

Consumer 
Spending 

Sales continued to improve, 
though slightly below 
expectations 

Real Estate Residential improved slightly 
while the decline in 
commercial  activity slowed 

Manufacturing Manufacturing and 
transportation expanded 
further at a modest pace 

District #12: San Francisco 

Overall Economic activity continued 
to growth modestly 

Real Estate Housing demand remained 
unchanged; commercial 
activity continued to weaken  

Credit  Stable loan demand, slightly 
up from previous reports 

Manufacturing Further signs of 
improvement with many  
firms reporting higher sales  

 CŜŘΩǎ .ŜƛƎŜ .ƻƻƪ wŜƎƛƻƴŀƭ /ƻƳƳŜƴǘǎ 
(Districts 7 - 12) 

(Page 2) Current Economic Conditions by The Federal Reserve Board: Commonly known as the Beige Book, this report is published 
eight times per year, most recently on June 9, 2010. Each Federal Reserve Bank gathers anecdotal information on current economic 
conditions in its District through reports from Bank and Branch directors and interviews with key business contacts, economists, 
market experts, and other sources.  This and the preceding page are a graphical interpretation of each districts report (selected 
ƛƴŦƻǊƳŀǘƛƻƴ ƻƴƭȅύΦ ¢ƘŜ Ψƭŀǎǘ ǊŜǇƻǊǘΩ ǊŜŦŜǊŜƴŎŜŘ όǊŜǇƻǊǘ ǇǊƛƻǊ ǘƻ лсκлфκнлмлύ ǿŀǎ ǊŜƭŜŀǎŜŘ ƻƴ aŀǊŎƘ лоΣ нлмлΦ 

District #7: Chicago 

Overall Economic activity improved 
at a moderate pace in April 
to May 

Manufacturing Strong activity in April, 
followed by a steady pace in 
May  

Retail Sales improved, contacts 
indicated rate of increase 
recently slowed 

Real Estate Construction improved 
slightly, while residential 
activity pulled back in May 

District #8: St. Louis 

Overall Activity increased modestly, 
while some sectors showed 
mixed trends 

Manufacturing Activity increased with 
reports of new hires 
outweighing layoffs 

Real Estate Home sales increased as a 
result of  the expiring home 
buyer tax credit 

Credit Moderate increase in overall 
lending activity  

District #9: Minneapolis 

Overall The district economy grew 
modestly  since the last report 

Construction Commercial construction was 
weak, while residential 
construction continued to 
rebound 

Labor Market Signs of improvements, but 
overall the market remains 
weak 

Manufacturing Manufacturing output 
increased since last reported 

District 11: Dallas 

Overall Firms across wide range 
continue to report growth 

Labor Market Remained steady with 
various reports of hiring 
activity and increased 
demand 

Residential  
Real Estate 

Housing demand  continued 
to increase with positive 
gains in home sales 

Manufacturing Mixed trends; some demand 
up from low levels  

11 
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Company Same-Store Sales  Total Sales  

+1.0% $7.3 bill +6.7% 

+1.7% $5.92 bill 
 

+4.0% 

+3.2% $1.08 bill 
 

+7.88% 

+4.5% $1.55 bill 
 

+6.68% 

+6.5% $2.23 bill 
 

+9.05% 

+14.1% $822 mil 
 

+19.8% 

+1.90% $333 mil 
 

+3.10% 

+2.5% $238 mil +3.34% 

2.00% $506 mil 
 

+1.87% 

Microeconomic Indicators 

Total Retail Sales 
(May 2008 ς May 2010) 

Selected Retailers: Same-Store Sales 
(Year over year % Change May 2010 ) 

Same-Store Sales (US Sales Only): Same-store sales 
are a key measure of retailer performance because 
they measure growth at existing stores rather than 
from newly opened ones. Overall same store sales 
performance of companies in the chart were 
significantly better than the same period a year ago. 
In total, same store sales growth from June 2009 to 
June 2010 was 2x higher than from June 2008 to June 
2009. While these numbers seem to signal the return 
of the consumer, retailers still have a lot of ground to 
make up. Lŀǎǘ ȅŜŀǊΩǎ ǎŀƳŜ ǎǘƻǊŜ ǎŀƭŜǎ ƎǊƻǿǘƘ ŀƳƻƴƎ 
companies in the chart was -132% which came on 
top of negative performance in 2008 as well. 
!ŎŎƻǊŘƛƴƎ ǘƻ aŀǎǘŜǊ/ŀǊŘΩǎ SpendingPulse the 
strongest performing sectors in June 2010 were e-
commerce retailers, apparel stores, and electronics 
while furniture stores, luxury goods retailers, and 
other home furnishings retailers recorded year over 
year declines in same store sales growth. Sources: 
Company Press Releases, MasterCard 

Company Same-Store Sales  Total Sales  

1.00% $249 mil 
 

+1.22% 

3.00% $1.31 bill 
 

+1.55% 

+9.0% $277 mil 
 

+22.8% 

+8.00% $187 mil 
 

+14.5% 

+5.0% $725 mil 
 

+8.9% 

+0.60% $107 mil 
 

-1.47% 

+5.9% $1.61 bill 
 

+9.11% 

+2.00% $5.67 bill 
 

+8.41% 

-2.50% $1.91 bill 
 

-3.29% 
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 $376,662  

 $339,873  

 $362,517  

Total Retail and Food Service Sales 
($ Millions, seasonally adjusted) 

May 2008 to May 2009: Retail Sales Comparison 

May 2009 to May 2010: Retail Sales Comparison 

 +6.66% 

Total Retail Sales ($ Millions): Total retail sales data 
indicate that consumers are  currently spending 
more than in the year ago period. Year over year 
trends remain positive while sales from the prior 
month, April 2010, fell considerably short of 
expectations. Consensus estimates for April to May 
2010 sales growth were +0.2%, actual results 
declined 1.2% . This monthly decline  is the first in 
eight months and has raised concerns over the 
sustainability of recent economic momentum. 
Others attribute the drop as a slight correction after 
the consecutive 6% increases in March and April.  
Excluding the weakest areas such as building 
supplies, gas stations, and auto sales, total retail 
sales increased 0.1% in May. Source: US Census, CNN 
Money 
  
 

 -9.77% 
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 +2.6% 

 +11.2% 

Microeconomic Indicators 

Motor Vehicle & Parts Dealers 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

May 
2009 
to 
May 
2010 

Furniture & Home Furnishing Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

+5.3% 

General Merchandise Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

 +2.0% 

 +20.2% 

Gasoline Stations 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

 +3.1% 

Building Materials, Garden Supply Dealers 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

$47,924 

$49,147 
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Food & Beverage Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

Retail Sales by Segment: The following two pages provides an overview of US Retail and Food Services, with sales shown according to the twelve major NAICS codes. Source: US Census 
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 +15.6% 

 +3.6%  +3.0% 
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Microeconomic Indicators 

Food Services & Drinking Places 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

Health & Personal Care Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

$8,142 

$8,553 
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Electronic & Appliance Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

 +5.0% 

+4.1% 

Clothing & Clothing Accessory Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

 +5.5% 
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Sporting Goods, Hobby, Book & Music Stores 
(Retail Sales in $ Millions: May 2009 ς May 2010) 

Non-store Retailers 
(Retail Sales in $ Millions: May 2009 ς May2010) 
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$33.5 $33.9 $33.5 
$31.5 

$33.9 $34.8 $36.6 $38.1 $38.7 

Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

3.3% 3.3% 3.4% 3.4% 
3.7% 3.9% 

4.0% 4.1% 4.0% 

% of Total Retail Sales

$14.4 $14.9 $14.9 
$16.0 $15.9 $16.7 

$17.7 

$21.4 $21.3 

Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

Ŝ.ŀȅΩǎ {ƘŀǊŜ ƻŦ 9ŎƻƳƳŜǊŎŜ aŀǊƪŜǘ 

43.0% 44.0% 
44.5% 

50.8% 50.0% 51.3% 
51.6% 

59.7% 
55.0% 

PayPal & Bill Me Later % of Total eCommerce

Microeconomic Indicators 

Ecommerce Retail Sales 
(Q1 2008 ς Q1 2010) 

E-commerce Retail Sales ($ Billions): Ecommerce sales 
are sales of goods and services where an order is 
placed by the buyer and terms of sale are negotiated 
over an Internet, extranet, Electronic Data Interchange 
(EDI) network, electronic mail, or other online system. 
Payment may or may not be made online.  
General E-commerce Statistics:. Online retail payment 
methods continue to gain marketplace acceptance 
among US consumers as ecommerce retail sales 
maintain their post-recession growth. One area of 
focus lately in the ecommerce world is mobile  
applications. As consumers increasingly use their cell 
phones and other mobile devices for online payments 
retailers are reacting. Some 74% of online retailers 
have already, or are currently, developing a mobile 
strategy. Analysts estimate that 162 million people will 
research products online in 2010 and 82% will end up 
making online purchases. Analysts also estimate that 
by 2014, online retail sales will equal $223.9 billion, an 
annual growth rate of 7.8%. Sources: US Census, 
Reuters 
  
 

Alternative Payments 
(Q1 2008 ς Q1 2010) 

15 

Alternative Payments: The biggest player in the online 
payments space continues to be eBay with their PayPal 
and Bill Me Later online payments gateways. Though 
the total value of transactions generated by eBay's 
PayPal and Bill Me Later segments decreased slightly 
from Q4 2009 it increased 34% from the year ago 
period. Source: eBay Quarterly Earnings Releases   
 
NOTE:  It is assumed that transactions made through 
PayPal and Bill Me Later are inclusively ecommerce 
sales and included in total ecommerce numbers shown 
in the Ecommerce Retail Sales chart above. 
 
  
 

Ecommerce Retail Sales 
($ Billions) 

($ Billions) 
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 $141   $133  
 $113   $120   $121   $123  

 $110  

Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

 US Credit Card Payments Volume & # of Transactions 
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions) 

 1,596   1,594  

 1,387  

 1,497  1,508 
1,516 

 1,331  
54.3% 

45.1% 

45.7% 

54.9% 

0% 50% 100%

$213 $203 
$176 

$192 $195 $201 
$182 

Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

 US Credit Card Payments Volume & # of Transactions 
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions) 

(Visa fiscal year  Oct - Sept) 

 2,367   2,380  

 2,084  

 2,282  2,299 2,372 

 2,115  

 -2.65%  -4.04% 

 +3.41%  +1.49% 

VISA & MasterCard Data:  Q1 2010 dollar volumes on 
VISA and MasterCard credit cards increased 3.41% and 
declined 2.65% respectively, compared to Q1 2009 as 
consumers slowly move back toward revolving credit 
lines. Credit card losses at major US card issuers 
remain at above average levels while delinquencies 
begin to  slow signaling future decreases in 
uncollectable accounts. Charge off rates declined  
among four of the five largest card issuers, including 
Capitol One, Discover,  American Express,  and J.P. 
Morgan as delinquencies in credit card ABS hit a 17 
month low  in June. Bank of America , however, 
recorded a 0.62% increase and has the highest charge 
off rate at 13.33%.  Sources: VISA, MasterCard, Wall 
Street Journal 
 
 
 

Payments Indicators 

VISA & MasterCard Data 
(Q1 2010 ς Q1 2010) 

Q1 2009 to Q1 2010: Credit Card Payments 

Volume: Transactions: 

Q1 2009 to Q1 2010: Credit Card Payments 

Volume: Transactions: 

Payment Type Mix: $ Volume 
ό±ƛǎŀ ŀƴŘ aŀǎǘŜǊ/ŀǊŘΩǎ vм Ψмлύ 

Credit Debit 
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 $82  
 $83  

 $85  
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Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

 US Debit Card Payments Volume & # of Transactions 
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions) 

 1,884   1,911   1,946  
 2,114  2,166  2,157   2,076  

 $208   $206   $202  
 $220   $223  

 $238   $245  

Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

 US Debit Card Payments Volume & # of Transactions 
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions) 

(Visa fiscal year Oct ς Sept. Data displayed using normal year) 

 5,321   5,451   5,426  
 6,006  6,100 6,380  6,440  

 +7.59%  +6.68% 

 +21.29%  +18.69% 

VISA & MasterCard Data: VISA and MasterCard debit 
volumes and transactions have experienced significant 
growth recently. As consumers ratchet down spending 
on credit cards for everyday purchases they are 
continually using debit cards instead. As a result of this 
industry change, debit cards have become a more 
dominant driver of transactions and dollar volumes for 
the two main card associations, a trend that is 
expected to continue. Sources: VISA, MasterCard 
 
 

Payments Indicators 

VISA & MasterCard Data 
(Q1 2009 ς Q1 2010) 

Q1 2009 to Q1 2010: Debit Card Payments 

Volume: Transactions: 

Q1 2009 to Q1 2010: Debit Card Payments 

Volume: Transactions: 

39.1% 

24.7% 

60.9% 

75.3% 

0% 50% 100%

Payment Type Mix: # of Transactions  
ό±ƛǎŀ ŀƴŘ aŀǎǘŜǊ/ŀǊŘΩǎ vм Ψмлύ 

Credit Debit 
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Visa: 

 $41.40  

 $40.29   $40.59  

 $38.79  
 $38.32  

 $39.41  

 $40.94  

 $39.44   $39.11  

 $37.82  
 $37.28  

 $36.67  
 $37.30  

 $38.04  

Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

MasterCard Visa

 $88.35  

 $83.44  
 $81.47  

 $80.16   $80.24   $81.13   $82.64  

 $91.26  
 $90.18  

 $85.51   $84.49   $84.14   $84.77  
 $86.05  

Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

MasterCard Visa

                               &                   US Credit Card Average Tickets 
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Payments Indicators 

Credit Card Average Ticket 
(Q1 2009 ς Q1 2010) 

MasterCard:  

MasterCard: Visa: 

 1.44%  0.63% 

 0.86%  0.58% 

                               &                   US Debit Card Average Tickets 

Average Ticket:  Credit card average ticket sizes have 
remained relatively flat on an annual basis with 
MasterCard showing the largest increase. From Q4 
2009, average tickets sizes increased 1.51% and 1.86% 
among Visa and MasterCard branded credit cards, 
respectively, and have both increased for the  second 
consecutive quarter. These results can be attributed to 
a decrease in both transactions and dollar volumes on 
credit cards with transactions falling at a faster pace. A 
recent survey conducted by The Pew Research Center 
found that 15% of respondents have increased credit 
card debt to pay other bills, a trend that may also be 
diluting the picture of increasing transaction sizes. The 
survey also found that 71% of respondents bought less 
expensive brands than prior to the recession. Sources: 
VISA, MasterCard, Pew Research Center 
 
 

Q1 2009 to Q1 2010: Credit Card Ticket Size 

Q1 2009 to Q1 2010: Debit Card Ticket Size 

Debit Card Average Ticket 
(Q1 2009 ς Q1 2010) 

Average Ticket:  Debit card average tickets were 
mostly flat from the year ago period. From the 
previous quarter, however, Visa and MasterCard 
ticket sizes have increased 1.98% and 3.88%, 
respectively, as dollar volumes grew faster than 
transactions. The trend as of the past few quarters 
has been a shift toward spending on debit cards as 
consumers became overburdened with debt and 
concerned about their job security due to economic 
conditions. Recent statistics such as  this illustrate 
that the trend towards debit continues creating 
needs for structural changes within the payments 
industry towards the processing of debit card 
transactions, particularly in terms of processor and 
acquirer pricing strategies.  Sources: VISA, 
MasterCard 
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Credit Debit

US Average Monthly Spending on Credit and Debit Cards Per Capita Per Capita Card Spending 
(Q1 2006 ς Q4 2009) 

After trailing off from the Q4 2007 high of $615, 
average spending per capita on credit cards is finally 
beginning to slowly return. In the last quarter of 
2009 credit and debit monthly spending increased 
6.80% and 3.00% respectively. Credit and debit 
monthly spending experienced the following 
compound average growth rates from Q1 2006. 
ÅCredit: 0.65% 
ÅDebit: 1.19%   

Credit card issuers are benefiting from the rebound 
in the use of plastic. Discover, the sixth largest credit 
card issuer, for example, recorded higher than 
expected quarterly earnings for their 2010 fiscal 
second quarter ending in May. Spending on Discover 
branded cards increased 6% from the year earlier 
period to $23 billion in Q2 2010. It is yet to be 
determined if the two major card networks, Visa and 
MasterCard, will report the same results since their 
Q2 numbers have not yet been released as of the 
time of this report. Sources: Visa 
 
 
 
 

Plastic Market Shares 
(Q1 2006 ς Q4 2009) 

As the market for the acceptance of credit, debit, and 
other plastic card payment methods continues to 
mature, industry participants must differentiate or 
cease to exist. One way to differentiate is  through  
entering one of the few untapped markets. Though 
there is still growth opportunities in traditional 
merchant verticals such as retail, restaurant and 
travel and entertainment more significant sources of 
growth exist in the services and bill payments 
markets. These markets are likely characterized by 
monthly recurring billing structures which would 
require non-traditional payments services in order to 
properly gain market share. Source: Visa 
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Payments Indicators 

Top 10 US Acquirers ς Market share 
(2006 ς 2009) 

Top 10 US Acquirers ς Market share: The following chart details the Top 10 US merchant acquirers and the top 50 acquirers total market share from 2006 to 2009.  The data from 2006 to 2009 
shows market consolidation amongst the largest acquirers in the industry.  From 2006 to 2009 the drop in Top 10 market share results  from smaller acquirers gaining ground as these companies 
have seen recent success in establishing some foothold in the industry.  This has been accomplished by utilizing the vehicle of technology driven payments solutions and by specializing in specific 
vertical markets, often via strategic partnerships with non-payments companies. Source: Nilson Report 
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2006 2007 2008 2009 
Company Volume 

όϷaΩǎύ 

Share 

% 

Company Volume 

όϷaΩǎύ 

Share 

% 

Company Volume 

όϷaΩǎύ 

Share 

% 

Company Volume 

όϷaΩǎύ 

Share 

% 

Chase Payment Sol. 563,669 27.9 Chase Payment Sol. 599,375 26.5 Chase Payment Sol. 566,899 23.8 BA Merchant Services 457,729 19.3 

BA Merchant Services 283,259 14.0 First Data 353,514 15.6 First Data 293,175 12.3 First Data 389,801 16.4 

First Data 269,793 13.4 BA Merchant Services 279,873 12.4 BA Merchant Services 283,086 11.8 Chase Payment Sol. 294,592 12.4 

NOVA Info. Sys. 155,970 7.7 NOVA Info. Sys. 171,994 7.6 Elavon (previously NOVA) 181,065 7.6 Elavon 171,361 7.2 

Fifth Third 136,681 6.8 Fifth Third 154,866 6.9 Fifth Third 164,912 6.9 Fifth Third 159,420 6.7 

Wells Fargo 77,845 3.9 Wells Fargo 86,433 3.8 Citi Merchant Services 102,818 4.3 Citi Merchant Services 106,288 4.5 

Global Payments 67,913 3.4 Global Payments 83,151 3.7 Global Payments 92,679 3.9 Global Payments 97,803 4.1 

Heartland Payments 43,336 2.2 Heartland Payments 51,935 2.3 Wells Fargo 90,841 3.8 Wells Fargo 93,868 3.9 

First National Merch. Sol. 38,364 1.9 First National Merch. Sol. 46,669 2.1 Heartland Payments 74,684 3.1 Heartland Payments 67,772 2.9 

RBS Lynk 27,836 1.4 RBS Lynk 34,005 1.5 First National Merch. Sol. 51,384 2.2 First National Merch. Sol. 60,558 2.6 

Top 10 Acquirers 1,664,666 82.5% Top 10 Acquirers 1,861,733 82.3% Top 10 Acquirers  1,902,547  79.7% Top 10 Acquirers 1,899,192 79.9% 

Top 50 Acquirers 1,985,234 98.4% Top 50 Acquirers 2,204,080 97.5% Top 50 Acquirers 2,323,874 97.7% Top 50 Acquirers 2,335,730 98.2% 

All Bankcards 2,016,793 100% All Bankcards 2,261,652 100% All Bankcards 2,379,846 100% All Bankcards 2,377,741 100% 

ÅIndividual market shares may not sum to Top 10 totals due to rounding 
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TSG Payments Index (TSGPX) 
(Q2 2008 ς Q1 2010) 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǇŀƎŜ Ŏƻƴǘŀƛƴǎ ŀƴ ƛƴŘŜȄ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƭƛǎǘŜŘ ŎƻƳǇŀƴƛŜǎ ǿƘƛŎƘ ǊŜǇǊŜǎŜƴǘ ǘƘŜ ά¢{D tŀȅƳŜƴǘǎ LƴŘŜȄέ - this index is calculated on a value weighted basis using 
market capitalization and is compared to the S&P 500 which is also calculated using the same methodology. While some of the compŀƴƛŜǎ ƭƛǎǘŜŘ ƛƴ ¢{DΩǎ tŀȅƳŜƴǘǎ LƴŘŜȄ Řƻ ƴƻǘ 
meet the requirements to be a S&P 500 listed company (S&P listed companies have a market cap of at least $3 billion), the S&P 500 served to be the best comparable index to 
¢{DΩǎ tŀȅƳŜƴǘǎ LƴŘŜȄ ǎƛƴŎŜ ƛǘ is one of the most commonly used benchmarks for the overall U.S. stock market. In fact, many consider it to be the definition of the market.  The 
ŎƻƳǇŀƴƛŜǎ ƛƴŎƭǳŘŜŘ ƛƴ ¢{DΩǎ tŀȅƳŜƴǘǎ LƴŘŜȄ όǎƘƻǿƴ ōŜƭƻǿύ ƳŜǘ ǘƘŜ ŎǊƛǘŜǊƛŀ ǘƘŀǘ ŀǘ ƭŜŀǎǘ рл҈ ƻŦ ǘƘŜƛǊ ǊŜǾŜƴǳŜǎ ǿŜǊŜ ǇǊƻŘǳŎŜŘ Ŧrom electronic payments products or services.   
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