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‘ Visa Product Portfolio
1976

ANY BANK USA

$11 Billion

436379

B 1976...In some ways it feels like yesterday -- in others, it feels like a
long time ago

B Jimmy Carter was President of the United States; Watergate and

‘ Vietnam were still fresh in our memory; the country was in recession --
in the midst of the oil crisis; inflation and interest rates were both in
double digits; and, Bank Americard had just become VISA

B [n 1976 Visa’s business consisted of a single product - The Classic
Credit Card

B Annual sales volume totaled $11 Billion

m Competition was clear: primarily proprietary retail cards, American
Express & Mastercharge

@ Although it probably didn’t feel like it at the time, the business was
relatively simple

o
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. Visa Product Portfolio
Today

Deposit Access Commercial
Credit Products Products Products Cash Products

" VISACLASSIC “VISACHECK CARD .

/N
WPLUS

PEIG37A

B Fast forward 20 years to the present
M Today Visa’s product porfolio is not nearly so simple

m Where once the Classic Card stood alone, we now offer a VISA Gold
. Card that will grow nearly 40% this year and account for almost as
much volume as Classic

® |n addition, we’ve added both on and off-line debit card products --
this year VISA check cards in circulation alone will surpass 38 million
and volume will grow in excess of 50%

B And we have some exciting plans for Interlink and Plus that | will talk
more about later

B There are now three rapidly growing commercial credit card products
under the Visa banner that will grow more than 50% in 1996. Cards in

- circulation will approach 4 million by year end, up from 2.1 million at the
end of 1995

B Finally, the porfolio 20 years later includes VISA traveler's checks,
TravelMoney, and now, in time for the Olympics -- VISA Cash
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. Visa Source of Volume
1995

Commercial
Card
3%

$372 Billion

P#36380

B By the end of last year, total Visa volume in the U.S. had grownto a
whopping $372 billion in the U.S. alone -

B By any standard of measurement that is impressive growth and a
‘ long way from $11 billion in 1976

B And while there are a number of new and emerging products in the
portfolio, this hugely successful enterprize has been built largely around
two products, VISA Classic & VISA Gold

B These two products are still the heart of the business; together they
account for almost 90% of volume
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. Success in the Credit Card Arena
‘ Visa U.S.A. Market Share

Discover Diners
1.1%

Py36186

W Along the way, you have built a strong competitive position --
capturing over 50% of the market

B ..nearly twice the size of the nearest competitor

. B _..more than three time the size of American Express
B ..and Visa continues to outgrow all competitors, adding to its lead
again in 1996
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‘ ~ U.S.A. Consumer Payments
(Potential for Card Based Transactions)

1995 Volume
Other
$56 Bilion

- $839 8illion A ) POS Debit

. 22% e ) $51 Billion

1%

$3,771 Billion

Source: Nilson Reports Pé3G184

B As a direct result of your efforts to build your VISA brand over the
last twenty years, by the end of 1995 total card based credit
transactions reached $740 billion in the U.S.

' ® Nilson estimates there was just under $3.8 trillion in consumer
payment transactions in 1995 that could potentially have been card
based

B This means the credit card based share of the total pie reached 20%
for the first time ever!
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. Projected Credit Card Growth

Consumer Payments

$5,337 Bi

Credit |

A

Credit

$3,771 Billion

1995

Source: Visa Projections, Ardersen Consulling Pi#36187

B And, as you can see here, as we approach the 21st century, we fuly
expect to continue to drive healthy growth in the credit category

M By 2001, expect credit card transaction volume to reach 24% of total
‘ consumer payments...that's growth of over $500 billion in next six years

B We plan to capture well more than half of that growth volume, to
continue to grow our share!

B By any measure, this is a very impressive story

(Note: Flip back to prior slide)

B However, back up for a minute...In contrast to success of the credit
business, we have not made nearly the same progress on the debit
card side

B |n fact, year end 1995 POS debit transaction volume accounted for
little more than 1% of all consumer payments

m Clearly, we haven't focused very effectively or very consistently on
building this business. So, it is not surprising to see account profitability
issues, lack of critical mass of cards in circulation, no national
marketing and advertising program,and product utility issues

B We believe it's time to change that and it’s Visa’s responsibility to
lead

(Note: move forward two slides to resume presentation)
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. The Opportunity

P435190

B As | said, we expect the credit category to continue to grow -- and at
a healthy rate

m However, margins are shrinking; it is increasingly difficult to
‘ maintain the same growth in profitability

B There is an opportunity to leverage the existing infrastructure and
VISA brand to grow business in the underdeveloped category of debit

B |n the last year, we have reached critical mass in terms of cards -
38.5 million by year-end, in 50 states

m No other brand is in a position to take the lead and build the
category...and no other brand is better positioned to capture the growth
and keep it!

(Pause)

B Owning the relationship with the customer is critical to your future
and debit is the key

CHARTMASTERS 96-1320

Laurie('Toth) Allworth VU 0231981
OUTSIDE COUNSEL ONLY - HIGHLY CONFIDENTIAL SUBJECT TO PROTEC IVE ORDER



BEINDRFF.9 July 4, 1996 Visa P#36191

.  Visa Product Line Strategy
1995

Check Card

$2,479 Billion

INTERLINK

P436191

B In the last 20 years, working together with you our member owners,
we’ve built the world’s most successful credit card business -- with
VISA Classic & VISA Gold

. B Now, with VISA Cash, we are exploring our potential to profitably
transfer the nearly half a trillion dollars of cash payments under $10 to
card based transactions

W But look at the left side of the pie, there's the “prize” -- the debit
category -- with a volume potential of almost $2.5 trillion, more than 3
times the size of the credit category!

B And today the entire industry is only capturing $51 billion of that $2.5
trillion! :

(PAUSE)

B Over 80% of that debit category payment volume is supported by
paper checks today...and that you, the banks, are the primary vehicle
for those checks....(Next Slide)
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Visa Average Issuer Profitability per
Active Account

Annual Net Income per Active Account

VISA VISA

Credit Check Card Access

Card? with Account with
Regicnal Marik? No Mark?

' Average Issuer Profitability per Active Account, 1935 Functional Cost Study
2 VISA Check Card Product Finarcial Planner, 1995
2 Federal Reserve, Andersen Consultirg Analys:s: No Card Access Checking Accounis Pr36139

B Howevert, the average Demand Deposit Account earns
approximately $1/year

B So, while debit cards do not earn the average of $58/year that a
credit card account does, at between $18 - $24/year they are certainly
more profitable for you than paper checks

(Pause)

B Your next question is likely to be, “what is the risk to my credit card
volume if | begin to aggressively “push” debit cards?” Cannibalization?

B Good question -- let’s take a look. It just so happens that we have
quantifiable research , the 1995 Visa Payment Systems Panel Study,
that answers that question
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. Consumer Spending Habits

Cardholders
Cardholders with
with only Bankcards and
Share of Spending (%) Bankcards! Off-line Debit Cards Difference

Cash 20% 16%
Check 55 50

Plastic:
Bankcard!
Debhit
OtherPlastic

Total Plastic

Other Payment Methods?
TOTAL

'Visa/MaslerCard Credit Cards
?F nanclal, Direct Debit, etc.

Scurce; Visa Paymant Systems Panel Study {1935)

B This is a chart-of onsumer spending habits, explaining how people
pay for goods and services

H To the far left is the listing of payment methods
‘ B In the next two columns are:
~ Cardholders with only Bankcards
— Cardholders with both Bankcards and Debit cards

B Under each column is the percentage share of spending by payment
method

B Consumers with only Bankcards put 21% of spending on plastic;
those with both Bankcards and debit cards put 30% on plastic

B More importantly, all of the additional 9 percentage points in plastic
spending was_incremental to Bankcard spending

B Bankcard spending stayed at 14%, debit went from 0 to 7% and
other plastic went from 7 to 9%

B Consumers who are issued debit cards tend to use them to replace
payments previously made with checks or cash -- not payments
previously made with credit cards
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PH36193

B Our goal is to make debit cards a mainstream product in America --
the same way that credit cards are a mainstream product today

m We believe the opportunity is right, and the time is now

. B To accomplish our goal requires a significant and sustained program
on a number of fronts -- starting with the consumer
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‘ Deposit Access Strategy:
Consumer Marketing

Mainstreaming Debit

P#36205

B Ultimately, no matter what we do, until the consumer begins to
perceive debit cards as an everyday, mainstream way of life and
behave accordingly, we cannot succeed.

. B That means we have to generate broadscale awareness of the
product and educate consumers. How to use it...where to use it...and
most importantly, why they should use it

® We must cultivate consideration of the product as an alternative to
how they pay today and motivate them to try the debit card.

m Finally, we have to be sure the product motivates consumers to
become repeat and regular users. The product has to work and it has
to deliver the convenience and simplicity of use that we promise.

(Pause)

® So, how do we define success? How will we know when we have
accomplished our goal? While most understand the term
“mainstream,” it is a little vague. We need specific goals, time frames
and a plan

B | woulod like to share some of that with you today
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‘ Grow the Debit Category to 10% of
Consumer Transactions

1995 $ Volume 2001 $ Volume
. Debit Cards
Debit Cards $534 Billion
351 Billion 10%

Cash
n $839 Billion
X 22%. |

Other

$56 Billion $320 Billion
2% 8%

$ Transactions: $3,771 Billion $ Transactions: $5,337 Billion

Source: Nilson, Andorsen Consulling

@ Today debit represents $51 billion in transaction volume, just ovef
1% of all consumer payments

® By the end of 2001, our intention is to grow that to 10% of all
‘ transactions

B This means the debit business would grow to a total of $534 billion
by the end of 2001. We think you would like 55-60% of that business

B At the same time, credit card volume will continue to grow. This
means in the next 5 1/2 years, we plan to lead total card based volume
from today’s 21% of total consumer payments to 34%

W An aggressive goal, but achievable. If we are successful, here is our
vision of the future...

( Next Slide)
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‘ Deposit Access Strategy — Future Vision

PR3GIST

B Debit is a mainstream category in terms of consumer awareness,
understanding.and behavior
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’ Deposit Access Strategy — Future Vision

" Dehit is a mainstream product category in terms of

awareness and usage

P#3G198

B VISA is the acceptance mark on Member-branded debit cards,
enhancing both the real and perceived value of the Member brand
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. ~ Deposit Access Strategy — Future Vision

Debit is a mainstream producl category in terms of
awareness and usage

VISA is the acceptance mark on Member—branded debnt
- cards, enhancing the Member brand.

PE2G199

W VISA debit products will provide incremental Member profitability vs.
cash and checks
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¢  Deposit Access Strategy — Future Vision

Debit is a mainstream product category in terms o
awareness and usage

VISA Is the acceptance mark on Member-branded debit - -
cards, enhancing the Member brand °

Visa debit products provide incremental Member -
profitability vs, cash and checks e

P#36200

W Visa has a flexible, integrated solution to our Members’ processing
requirements
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‘ Deposit Access Strategy — Future Vision

Debit is a mainstream product category in ierms of
awareness and usage

VISA is the acceptance mark on Member- branded debit
cards, enhancing the Member brand

“Profltabi!ity -7  Visadebit products provide incremental Member

profitability vs. cash and checks

Visa has a flexible, integrated solution for Member
processingrequirements

P#36201

® VISA product offerings provide flexibility to meet the unique needs of
each market or customer (relationship card)

CHARTMASTERS 96-1320
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® Deposit Access Strategy — Future Vision

Debit is a mainstream product category in terms of
- awareness and usage ‘

VISA is the acceptance mark on Member-branded debit
cards, enhancing the Member brand

Visa debit products provide incremental Member
profitability vs. cash and checks

Visa has a flexible, integrated SOIUIIOI‘\ for Member
processingrequirements .

Visa producl offerings provide flexibility to meet the unique
needs of each market or customer (Relationship Card)

Multiple POS programs are not needed for Member-branded deposit
access cards carrying the VISA acceptance mark
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() ' Deposit Access Strategy

Pi36201

B You may be thinking that this is some pretty bold talk

W {f you are, let me assure you that (1) you're right...it is...however, (2)
a lot of very talented people have spent a lot of time and energy

‘ ensuring that these targets are achievable and creating a plan to get us
there

B et me give you the highlights. The plan to mainstream debit has
five primary elements, starting with consumer marketing
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[ ) Consumer Marketing

Awareness and Preference for Debit Card Products

PHIG1D4

B As | said earlier, if we are going to succeed, we have to create
broadscale awareness and acceptance among consumers for debit
products

' ®m Quantifiably, that means penetrating 50% of the DDA base of all
VISA check card issuers

m Secondly, we need 70% of those cards to be active
m Finally, we must increase usage frequency to 12 times per month
B | et me show what that does to transaction volume

.
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¢ ~ Consumer Marketing

VISA Check Card
Transaction Potential (Millions) Assumptions

Transactions

Increased
Penetration

Increased
Activalion

Increased
Usage

g~ Existing
Volume

PH#36206

W In 1995, consumers did 700 million transactions using VISA check

cards. Based on the average amount per transaction and extrapolating

the historical rate of growth, consumers will need to be doing

approximatley 5.5 billion transactions with their VISA check cards by
‘ the end of 2001

B To get there, we need to achieve the penetration, activation and
usage frequency numbers | just showed you

B Here you can see that today we have only an 18% penetration of
DDA accounts within the DDA base of check card issuers. That must
grow to 50%

W Activation rates must grow from 42% to 70%

M And, frequency must grow to 12 times per month from just under
seven times per month

@ These targets achievable; already banks in the marketplace are
achieving those numbers
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‘ Consumer Marketing — Mainstream Debit

“Pull” Efforts
B Integration Within Overall VISA Brand Marketing

W Aggressive Consumer Awareness/Education Campaign

National and Local Promotional/Marketing Support
—~ Penetration
— Activation
- Usage

Address Product Utility [ssues
B Research Tracking to Monitor Progress

Pu36207

m Next we must utilize a range of marketing and advertising programs
to create consumer “pull” for debit cards

. (Review Above Bullets)
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. - Consumer Marketing — Mainstream Debit

“Push” Efforts

W Continue Signing New Issuers

Increase DDA Penetration
B Increase Merchant Education/Acceptance

B Member Brand Preeminent, Leveraging the
VISA Acceptance Mark

Pa36204

B We also have to create and execute programs to “push” the product
into the purses and wallets of more consumers, and educate merchants
about the value of the VISA debit products

‘ B Throughout all our efforts, we need to remember that the VISA
acceptance mark is a leverageable asset being utilized to strengthen
the Member’s offering to their consumers, thereby enhancing the
customer relationship
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‘ '~ Deposit Access Strategy

P#3¢203

W Beyond the consumer marketing plan, we have created a plan for
marketing our debit products more effectively to the merchant

CHARTMASTERS 96-1320
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‘ Merchant Marketing

To Ensure Success of Deposit Access Strategy:

B Promote VISA Acceptance in All Cash and
Check Merchant Segments

B Ensure that Merchants Accepting Both On- and Offline
Debit Provide a Clear Choice on Routing

W Ensure Interlink Acceptance at All Online Merchant Locations

P#36210

(Review Above Bullets)
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. | Deposit Access Strategy

P#362C1

®m Thirdly, we must address some fundamental issues with regards to
product utility

m |f we are to succeed, we must give consumers the functionality they
. want with greater convenience and simplicity of use to incent them to
change their behavior
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® Product Utility —
Need for Enhanced Product Features

Chip Eunctionality -,';'.-,, .

P436213

(Review Above Bullets)
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‘ Deposit Access Strategy

PA36214

B Next comes the issue of debit processing
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. ~ Debit Processing —
Leverage Debit Processing Capability

Debit Processing Service (DPS) Capabilities
B Provides Turnkey Issuer Processing Solutions

B Enables Single Point of Connectivity for Banks
Linked to Debit Processing Service

B Provides a Processing Alternative to EDS and FDR

PH3G215

. DPS, our Debit Processing Service, is a significant enough venture
that it may be appropriate to schedule a separate discussion on this
new initiative

. EFor now, it's enough to say that we will offer you turnkey processing
solutions, providing a Visa alternative to EDS and FDR

B Secondly, to succeed longer term it is important that we enable a
single point of connectivity for banks linked to our debit processing
service
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‘ - Deposit Access Strategy

P3G16

® Finally, we plan to work with the various regional networks to ensure
that our members have what they need to win longer term in the debit
category
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‘ Regional Networks — Implement Strategy

Pane21?

B The regional networks represent the point of convergence for debit
W And, like Visa, they are also bank owned |

® We must work together with each regional network based on the
. unique conditions within each local market environment to ensure that

we are maximizing your profitability and positioning you to win in the

strategically important debit category over the longer term

(Pause)
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P436214

m Earlier | talked about utilizing the power of the VISA brand to help us
achieve our goal of “mainstreaming” debit

m Coming out of our annual worldwide board meeting in Montreal, you

. probably heard the announcement that we intend to begin the process
of converging our on-line marks -- Interlink and Plus -- and bringing
them together under the VISA brand umbrella

B The objective is simple -- we want to leverage the power of the VISA
brand to drive incremental volume and profitability for you within the
debit arena

B The VISA brand is one of your most powerful assets and it is
underleveraged in this category
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. Global Branding Strategy Objectives

B Develop a methodology and rationale for branding the
VISA product line

- ldentify opportunities for linking existing products and
services to leverage VISA brand

- Address planned VISA product line and future services

W Assess the VISA brand to find leverageable equities so that
linking our brand with products will expand the payment
category and grow our Members’ business

PEI6214

M The decision to converge was made after much research, careful
consideration and discussion with our debit member advisory group and
the Board of Directors

‘ B This initiative began well over a year ago. Global Branding
Research was conducted in 24 countries around the world, with specific
emphasis here in the U.S

W Objectives: SEE ABOVE
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' ~ VISA Brand Identity Research
Findings — Flag

@ Widely Recognized

B Colors Strongly Linked to
the ViSA Brand

B Carries Core Equities of
VISA Brand

3 Communicates Single-
Product Functionality
and Acceptance

Well Established, but Not
Contemporary

P36220

B The research is too extensive to review today everything we learned.
However, several key findings are particularly relevant to this

discussion ,
. (Read Points Noted Above)
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® VISA Brand Identity Research

Findings — Brandmark

Most Frequently Recalled
Element

B Carries Core Equities of Visa
Seen as More Modern,

Not as Static as Flag

1 Communicates “Visa the
Company”; Offers Benefits for
Linking New Products/Services

PH3E221

(Note: Read Points Noted Above)
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‘ VISA Brand ldentity Research

Conclusions

When linked to a payment
product, the VISA brand

empowers the product or service
by transferring its core equities
to the product or service

The VISA Brandmark offers
greater potential for expansion
than the VISA Flag

m See Above -- 1st bullet point is very important

m With that learning, we decided it was time to converge our electronic
POS and ATM marks into a single entity leveraging the VISA brand,
' and better positioning us for the future
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() POS/ATM Consolidation

Product Features

ATM and Paint of Sale

B 100% lssuer Authorization
PIN Required

Single Connect Single Message, ot for
ATM, Plus BASE | Enhanced Message

Same/Next Day Posting
Final Transaction Amounts Only

Card Present — No Mail Order or
Telephone Crder (MOTO) Acceptance

Interlink

Accepted at Cardholder-Activated
Terminals (CATs) when PIN is Supported

Worldwide Processing Consistency
PH3G225

B The result is VISA Interlink, which will be launched on a “roll through”
basis around the world starting now

B Why not VISA Plus? Could there be consumer confusion?

‘ W Let me emphasize, this is a 3-5 year process that will be executed
carefully in a manner that will minimize disruption to your business,
ensure consumer acceptance and still allow us to accomplish the
objectives behind the convergence decision

(Pause)

m Why now:
— (1) Plus aquisition allows integration
—~ (2) Key element of our debit strategy

— (3) Leverages VISA brand and acceptance mark to e-levate
perceived value of the member brand

— (4) Facilitates migration to relationship card

CHARTMASTERS 96-1320
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PHac228

B [n addition to VISA Interlink, we are also migrating the graphic
design elements to VISA Cash.

CHARTMASTERS 96-1320
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‘ Implementation

PH3G22Y

H Review Plan Bullets Above

CHARTMASTERS 96-1320
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. Summary

B First Priority — Maintain Momentum of Core Credit
Card Business

PrIG220

Hm Review Points Noted Above
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‘ Summary

First Priority — Maintain Momentum of Core Credit
Card Business

B Exploit Window of Opportunity in the Debit Category
— Generate Broad-Scale Awareness

— Educate Consumer

— Drive Incremental Penetration, Activation, and Usage
— Expand Merchant Acceptance

— Address Product Utility Issues

— Provide Debit Processing Alternative

PaAG231

M Review Points Noted Above
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. Summary

B First Priority — Maintain Momentum of Core Credit
Card Business

W Exploit Window of Opportunity in the Debit Card Category
Leverage VISA Brand Within the Debit and Cash Arenas

— Converge the Plus and Interlink Marks

— Higher RecognitionfAwareness to Increase
Member Profitability

PHIG232

m Review Points Noted Above
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‘ Summary

R First Priority — Maintain Momentum of Core Credit
Card Business

B Exploit Window of Opportunity in the Debit Card Category
W Leverage VISA Brand Within the Debit and Cash Arenas

B Evolve Meaning of VISA Brand Beyond Credit to Be
the “Preferred Way to Pay”

Pa36233

N Review Points Noted Above
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‘ Summary

First Priority — Maintain Momentum of Core Credit
Card Business

Exploit Window of Opportunity in the Debit Card Category
B Leverage VISA Brand Within the Debit and Cash Arenas

d Evolve Meaning of VISA Brand Beyond Credit to Be
the "Preferred Way to Pay”

Facilitate Member Capability to Compete More Effectively
and Profitably Across the Full Spectrum of Card
Payment Opportunities

Pa3G377

B Review Points Noted Above
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