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American Express 
February 9, 2011 Financial Community Presentation 

Ken Chenault 

 
Good afternoon.  And welcome to our first Financial Community meeting of the year. 
 

AGENDA  

 
Here’s today’s agenda. 
 
I’ll begin by covering our 2010 financial performance, including the strong business metrics that made it 
such a successful year for us. 
 
I’ll then spend time reviewing an area of interest for many of you – our multi-year investment strategy, a 
strategy that includes the transformation of the company for the digital environment. I’ll cover the 
performance of some of our major 2010 initiatives and also review our investment focus over the short 
to moderate-term, with a particular emphasis on how we’re capitalizing on opportunities in the digital 
space.  
 
Since many of our investments are made outside of the United States, I thought the timing was right to 
give you a deep drill on our progress across international. Doug Buckminster, President of International 
Consumer and Small Business Services, will take you through our progress over the last several years, 
along with the opportunities we’re pursuing for future growth.  As you’ll see, we already have a strong 
foundation in many parts of the world, but the potential for future growth is substantial and our 
initiatives to capture that potential are already underway. 
 
So let me get right to our financial performance. 
  

HISTORICAL FINANCIAL PERFORMANCE 

 
For 2010 we generated $4.1 billion of net income, EPS growth of 117%, managed revenue growth of 2%1 
and a Return on Equity of 27%. 
 
Given the continuing softness and uncertainty across the global economy during the year, I’m very 
proud of our performance. Our profitability was strong, with net income back to the peak we hit in 
2007; revenue growth strengthened during the second half of the year, helped by the performance of 
our investments; and our return on equity reflected the strength of our business model and our hard 
work to provide superior value to our customers. 
 

HISTORICAL METRIC TRENDS 

 
In 2010 we clearly turned the corner in terms of our business metrics.  Billed business, cards in force, 
and average cardmember spending all rebounded from 2009, and our billings clearly outperformed the 

                           
1 On a GAAP basis, revenues grew 13% 
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pace of the economy overall.  At $713 billion, billed business for the full year was our highest ever, as 
was our average spend of over $13,000. And, as you’ll see in a few slides, our credit performance 
improved significantly on both an absolute and relative basis. 
 
The one metric that remains in red is cardmember loans, which were down 1%2 for the year.  As you can 
see, our balances have declined since 2008, but in 2010 we generally stabilized our loan levels.  This 
decline reflects a lower demand for lending across a number of countries and regions, along with our 
multi-year strategy to prioritize charge and co-brand products over proprietary lending.  
 
Now, even though charge and co-brands have been our focus, prop lending continues to be an 
important part of our growth plans. With a strengthening global economy we’ll be investing 
appropriately in these products, which serve to profitably grow billings while also meeting cardmember 
needs for financial flexibility.    
 

FULL YEAR 2010 RELATIVE PERFORMANCE 

 
On a relative basis the strength of our performance was quite clear. 
 
Our total billings were more than double that of our nearest competitor, and our growth rate of 15% 
significantly outpaced all major issuers. 
 
All issuers saw lower managed loan levels during 2010, many by double digit rates, while our balances 
were generally flat, down only 1%2.  
 

BILLINGS GROWTH – U.S. 

 
Our billings performance also held up well against other networks. 
 
For the fourth straight quarter in the U.S., our billings growth outpaced the credit and charge volume 
growth of Visa and MasterCard, as well as their growth including faster growing debit billings.   
 

AXP SHARE OF U.S. PURCHASE VOLUME 

 
We estimate these growth rates will translate into a 120 basis point increase in our share of U.S. credit 
and charge purchase volume, our highest single year gain over the period shown here. This outcome has 
been the result of a lot of hard work, along with our consistent investment in both cardmember and 
merchant value. 
 

BILLINGS GROWTH - GLOBAL 

  
We’re also seeing a similar trend on a global basis.  The strength of our worldwide billings growth 
outpaced Visa and MasterCard’s growth in credit and charge volumes, and also outpaced them including 
debit. 
  

                           
2
 Managed basis; on a GAAP basis, loans grew 86% year over year.  
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AXP WORLDWIDE MANAGED LOANS 

 
As I noted earlier our managed loan balances have declined as a result of lower customer demand and 
our focus on charge card and co-brands.   
 

USCS NET INTEREST YIELD: MANAGED CARDMEMBER LOANS 

 
These lower balances, along with a lower managed net interest yield, were the key drivers behind our 
moderate revenue growth for the year.  
 
During the second and third quarters we expect our yield to migrate back to our historical range, which 
is the high 8%s or 9%.  
 

AXP LENDING MANAGED NET WRITE OFF RATE VERSUS COMPETITORS 

 
We ended the year with the lowest managed net write-off rate of our major competitors.  Our credit 
performance improved more quickly and consistently than other large issuers, allowing us to invest a 
substantial portion of this benefit into growth investments, while also dropping a significant portion to 
the bottom line. 
 

AGENDA 

 
So let me just wrap up 2010 with a couple of comments. 
 
Despite a slow and uncertain economic environment, we achieved record billings and best in class credit 
results.  We took full advantage of our earnings performance by substantially investing in key growth 
priorities across the company.  We acquired new cardmembers and merchants, announced two 
significant acquisitions – Accertify and Loyalty Partner, which is pending – and we made significant 
progress within our Enterprise Growth group.  
 
Even as we ramped up investments our ongoing operating expenses were well controlled, and we 
continued to generate significant reengineering benefits across our major business processes. Our 
customer service metrics continued to improve.  For the fourth straight year we received the J.D. Power 
Award for highest credit card customer satisfaction in the U.S., and we received service recognitions in 
several other countries as well.  
 
Now, we clearly faced challenges, including on the regulatory and legal front.  We’ve covered these 
issues with you before, both at our August meeting and at other investor conferences that Ed Gilligan or 
I have spoken at since. I didn’t want to take the time in my remarks to go over these issues again, but 
we’ll certainly address any questions you have during Q and A. 
 
Despite our challenges, I firmly believe we’ll manage through them appropriately and continue 
generating strong returns for our shareholders. 
 
Maintaining growth over the short, moderate and long-term is the focus of our multi-year investment 
strategy.  From traditional investments that expanded our charge card base to the launch of new 
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payment products and other services, we’ve balanced our opportunities across our portfolio of products 
and geographies, and also across differing timeframes in terms of payback. 
 
I believe our investment strategy will serve to drive the transformation of our company for the digital 
environment, while at the same time generating performance that’s in line with our on-average-and-
over-time financial objectives.  
 
Since 2010 was a year of significant investment, I thought I’d use it as the starting point for reviewing 
how we’re investing in this ultimate transformation. 
 

2010 INVESTMENT PRIORITIES 

 
This was a slide I used at our August meeting, which laid out our three broad areas of revenue 
investment for the year: growing our premium base of customers and billings; driving volume growth 
across our network; and driving new revenues by leveraging our unique business model and company 
assets. 
  
Some of these investments had shorter and surer financial returns than others, so our goal was to 
appropriately balance our efforts over several time horizons. 
 
Across these three areas, we made substantial investments in several categories. 
 

TOTAL EXPENSES: A YEAR OF INVESTMENT 

  
During 2010 we grew expenses by over $3 billion as we ramped up our growth initiatives. 
 
We acquired new charge card and co-brand customers, expanded our sales force in Global Merchant 
Services, and invested in new fee based services and alternative payments capabilities such as our Serve 
platform (the rebranded name of our Revolution Money acquisition). During the peak of the downturn 
in 2009 we pulled back on our brand investments, an action we reversed in 2010. Helping to drive our 
15% billings growth were investments in our reward programs, which provided innovative benefits for 
both merchants and cardmembers, such as the new Pay with Points option we launched with Amazon in 
September. 
 
Our growth in rewards did outpace our billings growth as we sought to engage both new and existing 
customers in our programs.  We offered new redemption options and accordingly did see an increase in 
points redeemed. Our multi-year investments in rewards are moving MR towards becoming a virtual 
currency, an asset we intend to capitalize on in the digital marketplace, and which I’ll talk about more in 
a moment. 
 
The “Other” category includes the increase in our ongoing expenses, for example the reinstatement of 
our 401 k matching and profit sharing. Also in this bucket is the fourth quarter restructuring charge for 
the consolidation of some of our service locations, including our center in Greensboro.   
 
Along with these operating costs are also a number of infrastructure investments.  Because, while the 
majority of our investments focused on growing revenues, during the latter part of the year our financial 
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performance allowed us to expand our spending on initiatives that also improved our efficiency and 
infrastructure.  
 
Given that we accelerated our investment spending in 2010 to take advantage of our financial 
performance, some portion of this spending will not be recurring. As you know, we lose the benefit of 
our MasterCard settlement midyear, and we also don’t expect our credit benefit to be as large as it was 
in 2010.  As a result, as we manage through the year we’ll likely reduce our investment spending from 
the historic high level of 2010. 
 
As we reduce and prioritize our investments for 2011, we’ll continue to retain the flexibility we’ve used 
in the past to appropriately adjust our investments based on economic conditions.   
 
Should we face issues in the environment we could pull back a significant portion of our investments, 
such as our advertising and acquisition spend, or reprioritize some of our technology projects. At the 
same time, should we have more favorable conditions than planned, we always have investment 
options lined up that we can trigger.  Being able to ramp our investments up or down as necessary has 
been a consistent element of our economic flexibility plan, and it will remain so. 
 
Now, since our investments cover a multi-year timeframe, we don’t expect all of them to payback within 
a single year.  However, there are some indicators I can share that give you a directional sense of how 
we’re doing. 
 

GLOBAL PROPRIETARY NEW CARDS AND FIRST YEAR SPEND ACQUIRED 

 
For example, let’s look at our global card acquisition in 2010.  Investments in new card acquisition tend 
to have short to moderate-term payback and we have pretty high confidence in their performance. 
 
For 2010 new cards acquired across all of our proprietary products and geographies increased by 8%. 
We saw strong results from our charge products and, after significant reductions in prop lending 
acquisition in 2009, we had an appropriate rebound in this category.    
 
But acquiring cards for the sake of cards-in-force is not what we’re looking for. The goal of our 
investments is to drive profitable spending, and we did. 
 
The cards we acquired this year are estimated to generate a 31% spend lift compared to the cards 
acquired in 2009. This exceptional performance was consistent across all card products and was the 
result of improvements in our targeting and segmentation capabilities, areas we’ve invested in over the 
last several years. In fact, the average annualized spend of our new U.S. consumer and small business 
cardmembers during their first year of tenure is the highest we’ve ever seen.   
 
As I’ve reviewed with you before, finding the right creditworthy, high spending prospect and bringing 
them into the franchise is a more effective use of our investment dollars.  And it’s in line with our 
strategy to focus less on our absolute number of cards and more on the quality and spend capacity of 
new cardmembers. 
 
As these numbers show, our investments here are doing just that. 
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GLOBAL COVERAGE EXPANSION 

 
Moreover, the investments we’re making in the expansion of our merchant base are also driving growth. 
 
As you can see, our new booked charge volume – defined as merchant volumes that are new to our 
franchise – rose by more than 25% for 2010.  The investments we’ve made in our proprietary merchant 
sales force is one driver of this number.  
 
Another contributor to the growth of our U.S. merchant base is our OnePoint program.  OnePoint uses 
outside sales agents to acquire small merchants for us and these providers also serve as a point of 
contact for all of a merchant’s payment needs, be it for Amex, Visa, MasterCard or Discover.   
 
This acquisition channel, which we continue to invest in, has generated excellent results.  New signings 
through this channel grew by 46% in 2010, and generated new booked charge volume growth of 102%.   
 
The success of both of these channels led to a net increase of 1 million merchant locations across our 
franchise in 2010. These new merchants clearly saw the value of joining our network and welcoming our 
cardmembers. And our cardmembers gain the benefit of being able to use our products in a growing 
number of locations and spend categories. 
 

GLOBAL NETWORK SERVICES – BILLED BUSINESS 

 
Another area of investment with excellent results is Global Network Services.  Our GNS business model 
continues to be very attractive as it uses relatively low levels of capital with low risk and high returns.  
Over the decade or so we’ve been in this business we’ve balanced our growth between adding large 
numbers of partners and optimizing relationships with existing partners.  By helping partners 
appropriately target their high spending customers for American Express branded products we’re able 
to provide value to our merchants, our partners and our shareholders. 
 
Our investments over the years, including recent investments such as with Citi to convert their Macy’s 
and Bloomingdale portfolios to our network, have driven exceptional growth in billings as you can see 
here.  GNS is now approaching $100 billion in annual volume, a clear indicator of the success of our 
strategy and our investments.  
 

2010 INVESTMENT PRIORITIES 

 
Also included under both our premium customers and network priorities are a range of initiatives 
outside of the United States.  Doug will be going into detail on our Blue Box international performance, 
so I’ll leave those investments to him. 
 
The last investment priority was to drive new revenues by leveraging our unique business model and 
company assets. 
 
In earlier forums I’ve mentioned the goal I’ve set to generate $3 billion in fee based revenues for the 
company by 2014, and in 2010 we made good progress.  
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FEE BASED REVENUE 

 
We launched or expanded the initiatives you see here, all of which capitalize on our existing assets.  We 
use our data and analytics to bring value to merchants through Business Insights.  We use our loyalty 
expertise and technology platforms to drive LoyaltyEdge, our white label loyalty solution. And we use 
our marketing capabilities and knowledge of customer needs to bring value added services to small 
businesses in the areas of electronic invoicing, search and insurance.  
 
As I’ve noted before, these services are very attractive because they leverage assets and capabilities that 
already exist across the company.  Our fee based businesses are positioned to generate recurring 
revenues that are low risk and high margin, while also providing new value for our merchants, 
cardmembers and business partners.  
 
We invested in this area throughout the year, both in individual products and in infrastructure.  We also 
hired dedicated resources into this business under the leadership of Dan Schulman, who heads our 
Enterprise Growth group.  Although still relatively small, we’re beginning to see initial revenues from 
these new services, and Dan and I remain confident in the growth we can generate here. 
 
Diversifying our revenue stream and expanding our fee base was also a consideration in the two 
acquisitions we announced in 2010.    
 

STRATEGIC ACQUISITIONS 

  
Our acquisition of Accertify and our pending acquisition of Loyalty Partner will serve to capitalize on our 
existing assets, while bringing in new customers, capabilities and revenue streams.  We intend to use 
both acquisitions to add value to existing customers, and as a distribution channel for current products 
and services.  
 
As a reminder, Accertify specializes in fraud management capabilities for online merchants.  While we’ve 
always provided innovative tools to help our merchants combat fraud, Accertify provides tools that 
assist merchants across all of their payment networks, whether Amex, Visa, MasterCard or Discover. We 
believe we needed to fill this capability gap in order to expand the value we provide to online merchants 
and become even more competitive. 
 
We purchased Accertify in the fourth quarter for $150 million and are making good progress at 
integrating their services into our product suite, including looking to expand their global presence.  
 
At the end of the year we also announced the pending acquisition of Loyalty Partner. Since Loyalty 
Partner will be a key element of our international strategy, I’ll leave this for Doug to cover.  Suffice it to 
say, given its established base of 35 million customers outside of the U.S., and the potential to roll-out 
its model to other countries to drive scale, Loyalty Partner is an attractive investment. As you’ll hear 
from Doug, we believe it can accelerate our international progress in significant ways. 
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2010 INVESTMENT PRIORITIES 

 
So, as you can see, we made progress against each of our investment priorities in 2010.  Our financial 
performance allowed us to accelerate our investment spending and I believe we did so productively.  
We appropriately balanced tried and true initiatives with short to moderate-term payback against multi-
year initiatives that lay a foundation for growth over the moderate to long-term. Our investments have 
also served to expand and deepen the relationships we have with our cardmembers, merchants and 
partners, relationships that should enhance the stability and performance of our core businesses. 
 

BLUE BOX 

 
As we move forward against our longer-term growth initiatives, I wanted to make sure our entire 
organization was focused on and aligned against our priorities.  And to do this I’ve been sharing five 
growth drivers with our employees.  I want to cover these priorities with you today so that you can see 
the direction of our growth strategy. 
 
Now, let me just preface this by saying we’ll continue, of course, to be focused on driving short-term 
growth across our franchise. We’ll continue to acquire new cardmembers and merchants, engage them 
both and provide them with exceptional service, all with the goal of driving profitable billings. We’ll 
continue to carefully control our expenses and improve our efficiency in order to fund investments and 
generate returns for our shareholders.  
 
But we know that our longer-term growth will not come from just maintaining the status quo.  The 
marketplace is evolving too rapidly.  Technology is accelerating the pace of change, not just across 
payments, but across all services, products and industries. To remain a leader we have to look for 
opportunities and innovations that will position us for growth for the next 3, 5, 10 or 20 years. 
 
So, with that as context, I developed 5 areas of focus for the organization, 5 drivers we’ll invest in to 
sustain our growth and relevance over the moderate to long-term. 
 

GROWTH DRIVERS 

     
Our five growth priorities are: 
 

1. Drive greater value to our merchant base; 
 

2. Expand our penetration of younger customers, women and minorities, thereby driving new, 
profitable spend onto our network; 

 
3. Accelerate our growth outside of the U.S. through proprietary consumer, small business and 

corporate products, GNS partners and new payment alternatives; 
 

4. Make significant progress within Enterprise Growth;  
 
5. Increase our share of online spend billings across all products and significantly transform our 

customers’ digital experience.  
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Now, I’ll speak a bit more on each of these priorities, but let me make a couple of general points.  First, I 
haven’t listed them in order of importance.  I don’t have a ranking as to which one is more important 
than another.  They’re all important to our growth strategy. 
 
Second, they’re not standalone priorities.  They overlap.  Driving merchant value will clearly impact our 
international priority and vice versa. Expanding our penetration of younger customers will depend on 
the work we do to improve our digital experience.  
 
Third, they cross our current organizational lines.  Making progress within Enterprise Growth will require 
the involvement and alignment of our card, merchant and technologies organizations.  Driving online 
spend will involve cardmembers and merchants inside and outside of the U.S., along with our data, risk 
and marketing teams.  
 
Taken together, I believe these priorities represent the sustainable growth potential of the company for 
the moderate to long-term. And I believe they represent the transformation we’ll need to make as we 
pursue that potential. 
 
Now, we’ll provide you with updates on these priorities as they progress over time, but let me give you a 
summary today.       
 

DRIVE GREATER MERCHANT VALUE 

 
First is driving greater value to our merchant base. 
 
Growing the scale and relevance of our network business is critical to the company’s future.  We’ll do so 
by adding high spending cardmembers in countries around the world, but merchants are truly the core 
of this objective.  To grow our merchant base and our share of global billings we have to continue to 
demonstrate the value that comes from being a member of the American Express network community. 
We compete fairly and vigorously at this today, and we’re sure to have to up our game even more going 
forward. 
 
Merchant value takes many forms, so part of this priority is finding the right balance of customers, 
products and services to meet the needs of our many current or prospective merchants, be they online 
or off, luxury or mass-market, small businesses or big box retailers.  
 
We have the highest spending cardmembers, which is core to our value proposition.  But I believe we 
can and will broaden our value and merchant relationships by expanding the range of services we offer; 
by being innovative in areas such as pricing, analytics and marketing; and by providing the means for 
merchants to profitably and efficiently grow their businesses. 
 
For example, some of our existing value add services for merchants include our Multi-currency Service, 
which helps merchants manage and process cross-currency payments, and our online merchant 
solutions, which enable electronic access and management of financial reports, disputes and account 
information. 
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Merchants don’t have to accept our products.  They do so because we prove our value to them on a 
daily basis.  With the evolution taking place across payments we’re competing against traditional and 
non-traditional providers with new capabilities and services.  The bar will be raised for all payment 
networks, and I intend for us to remain the leader in driving value to the global merchant community.   
 

PENETRATE NEW CUSTOMER SEGMENTS 

 
The second growth driver is to expand our penetration of younger customers, women and minorities, 
thereby driving profitable spend onto our network. 
 
From almost any viewpoint our cardmember base is the best there is.  They spend more; they’re 
engaged; they’re loyal; they’re creditworthy. There is tremendous potential across our current base, but 
as we look out over the next few years we’re going to up our efforts to expand the demographics of our 
franchise in order to sustain our growth for the longer-term.  
 
Based on the growth initiatives we’ve implemented over the last several years, we already know that 
our brand and our products are relevant for these prospects.  Women, minorities and under 35s see 
value in our benefits and services; they’re attracted to our brand and what it stands for; and many of 
them like the financial discipline we provide. The key here, as with any segment, is identifying specific 
customer needs and fulfilling those needs with appropriate products and services.  
 
We’re reprioritizing these customer segments over the short-term because we recognize they’ll be 
drivers of growth over the moderate to long-term.  A healthy customer franchise is one that crosses 
demographic lines.  And by targeting and segmenting our prospects, and providing appropriate products 
and services to meet their needs, I believe we can tap into the considerable growth potential they 
represent. 
 

ACCELERATE INTERNATIONAL GROWTH 

 
Our third driver is to accelerate our growth outside of the U.S. through proprietary consumer, small 
business and corporate products, GNS partners and new payment alternatives. 
 
Leadership across payments and services requires global presence and relevance. More and more now, 
individuals, merchants and businesses look for global solutions, while payment and service providers 
look to leverage their products and assets by gaining global scale. And, as we all know, the highest 
economic growth rates – both currently and as projected in the moderate term – are occurring outside 
of the U.S.   
 
Against this priority we start from a strong position.  Across payments and services our network is a 
recognized global player and we’re one of the very few card issuers with a significant global reach.  
 
We’ve made key investments across international over the last several years and we accelerated these 
efforts in 2010.  
 
We have multiple business models we deploy as appropriate by country, including proprietary and 
partner licenses. Across our proprietary businesses, we have customer diversity, including consumers, 
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small businesses and corporations, and also product diversity, such as charge card, co-brands, lending 
products and electronic payments for businesses.  
 
As a result, over the last 3 years we’ve doubled the pretax income generated by our International 
business operations3. We’re very pleased with this performance because it has served to profitably 
diversify our revenues beyond the U.S., and because it represents the success of our investment 
strategy over the last several years.    
 
As we look to the moderate and long-term we know that our growth in certain countries will not be 
generated just by traditional cards, but will also come from alternative, mobile and online products. 
We’re already preparing for this eventuality and we expect that many of our core assets, including our 
merchant relationships, data, and risk and rewards expertise, can and will be leveraged by any of the 
payment and service options we may offer.  
 
Doug will be taking you through our current accomplishments, as well as our growth opportunities 
outside of the U.S., so I’ll leave this task to him. 
 

ENTERPRISE GROWTH BUSINESS UNITS 

 
The fourth growth objective is to make significant progress within our Enterprise Growth businesses. 
 
Enterprise Growth is organized to execute against a number of major growth opportunities, including:  
 

 expanding our portfolio of prepaid and alternative payments,  

 launching our digital platform Serve and embedding it into partner channels, thereby expanding 
our position within digital payments,  

 expanding our mobile capabilities and partnerships,  

 and accelerating the scope and penetration of fee service revenues to new and existing 
customers. 
 

We’ve taken a number of important steps against these objectives, including hiring key leaders to drive 
our online, mobile and fee services initiatives.  We also brought existing businesses such as prepaid and 
Revolution Money under the Enterprise Growth umbrella in order to fully leverage their capabilities and 
potential. 
 
I’ve been encouraged by how quickly the group has come together under Dan Schulman’s leadership.  
Dan has been impressed by the assets and capabilities he has at his disposal and is confident in the 
growth potential of his businesses. Over the next month you’ll hear about some significant business 
progress related to our Serve payments platform and in future quarters you’ll see news on other 
Enterprise Growth initiatives, both in the U.S. and in other major markets. 

                           
3
 The Company is presenting information on an IBO basis because management believes it presents a useful perspective on the 

performance of the Company’s international businesses. International represents the sum of the Europe, Middle East and Africa 
(EMEA) region, the Japan, Asia/Pacific and Australia (JAPA) region and the Latin America, Caribbean and Canada (LACC) region 
to be set forth in the geographic operations footnote to the Company’s 2010 consolidated financial statements. Due to system 
limitations related to geographic reporting prior to 2008, the Company is unable to identify the specific nature of the 
reconciling items related to amounts previously reported in the Company’s financial statements and the IBO basis presentation. 
For additional information see Annex 5, 7, 8, and 10 in the accompanying presentation.  
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It’s early days for these businesses, but we know there’s a high level of interest in these initiatives.  As a 
result we’ve already teed up Dan to present at our August Financial Community meeting. 
 

GROWTH DRIVERS 

 
The fifth growth driver is to increase our share of online billings and significantly transform our 
customers’ digital experience. This is a major initiative that crosses all of our businesses, so I’m going to 
spend a bit more time on this one. 
 
As we all know, the marketplace has been transformed by the internet and its offspring, such as social 
media, search and P2P commerce.  Smartphones have made this power transportable, and have 
brought a wealth of innovations including app stores and GPS linked services. The internet is no longer 
just an alternate channel for distribution and servicing – it’s its own marketplace, a virtual economy, 
with unique business models meeting practically individualized needs. 
 
This explosive change has caused all companies to reassess their products, services, infrastructure and 
marketing. We’ve been evolving our online capabilities and businesses for over 15 years now, but it’s 
clear that in the last 3 years both the degree and pace of change have increased to new levels.  
 
One major advantage for payment companies in all of this change is that the virtual world is truly a 
cashless society. As transactions and purchases move online, electronic payments -- be it credit, debit, 
prepaid or ACH -- are the only way to pay.  For example, today you may take out a dollar bill to buy your 
New York Times at the newsstand, but once you start reading it on your iPad, you pay for it 
electronically. This serves to accelerate the mix shift from cash for all payment networks and providers, 
a global trend that will only accelerate. 
 
Our overall goal is to be the payment provider of choice for customers’ spending, whether that involves 
handing over a piece of plastic, clicking online or waving a mobile phone.  As we evolve our business 
models and processes more fully for the digital environment, we have the advantage of starting from a 
very strong base. Our online presence is already well established, and the benefits and services included 
with many of our products give us advantages over other issuers. 
 
Let me start with our position in online spending. 
 

AXP ONLINE SPEND - GLOBAL 

 
For 2010 we conservatively estimate that online billings across our merchant base were over $100 
billion, with a growth rate of 20%+.  We estimate this spend because some retail and airline merchants, 
largely outside of the U.S., don’t segregate their online and offline charges.   
 
As you can see, the growth of our online spend outpaced our overall billings growth of 15%, a trend 
you’d expect given the increased shift to online sales.  
 
This trend was quite evident over the recent holiday period. 
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AXP ONLINE HOLIDAY SPEND 

   
Globally and in the U.S. our estimated online billings over the holiday period were up 25% and 24%, 
respectively.  Industry reports estimated that online holiday spending in the U.S. grew by 12% to 13%, 
which would indicate that we gained online billings share during November and December. 
 

AXP ONLINE HOLIDAY SPEND - GLOBAL 

 
Since most card issuers don’t report their online spend, it’s difficult to know online billings share with 
certainty.  But, based on our volumes and internal industry estimates, we believe, with volumes in 
excess of $100 billion, that we have the largest volume of online billings of all card issuers. 
 
But we recognize that our current position is just the start.  Online spend, as we’ve all seen, is 
accelerating.  And yet recent industry numbers for the U.S. estimate that 10% or less of total retail is 
done online.  So, even as this category has grown in double digits over the last several years, it’s still 
relatively small.  Given our strong position, we believe this gives us a long runway when it comes to 
future growth from online spending.     
 
To give you a sense of our size and growth in online commerce, we also did some comparative analysis 
against PayPal.  As you know, PayPal’s origin was as an online network and, while they’re making efforts 
to grow offline, the large majority of their volumes today remain online. 
 

AXP VS. PAYPAL - GLOBAL 

 
Based on PayPal’s reporting, we’re both rapidly growing our volumes in excess of 20%, but our global 
online volumes exceed theirs by at least $8 billion. 
 

ONLINE SPENDING w PAYPAL – AVG TRANSACTION 

 
When you drill down even further and look at transaction size the comparison is also pretty striking.  
Our average online transaction in 2010 was $156, compared to $63 per average online transaction for 
PayPal. And this makes sense when you think about the range of spend for each of us. PayPal billings are 
more narrow.  Their base is mostly small merchants and P2P, with 40% of their volume on ebay, while 
our transactions include categories such as airlines and larger retailers.    
 
Now, we do recognize there’s some double counting here, in that our volumes include spending through 
PayPal, and PayPal’s numbers include that same volume.  But, as we’ve looked at the numbers, these 
volumes do not distort the overall comparison.  In fact our volumes serve to increase PayPal’s average, 
since our transaction size on PayPal for 2010 was more than double their average. This demonstrates 
the value we can and do bring to online merchants – we bring them high spending consumers and small 
businesses who are comfortable shopping online.    
  
Now, we’ve been focused on online spend over the last several years and have made excellent progress.  
But I’m sure some people viewed PayPal as a leading online payment provider and, while they’re clearly 
a large player, our volumes surpass theirs. 
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To me these numbers make sense given the attributes of our cardmember base.  For example, within 
the U.S., affluent consumers have a higher penetration of broadband access and smartphones, which 
would align with our U.S. card base; our consumer cardmembers have discretionary income, our small 
business cardmembers spend billions each year and both are comfortable using our products online.  
 
I believe our existing products also have a strong online presence because of the trust people have in 
our brand, because of our commitment to privacy, and because we support our customers in the event 
of a dispute or fraud.  
 
Another key advantage we have in the digital marketplace is Membership Rewards.  There are a couple 
of different ways in which MR adds to our online presence and experience. 
 

MEMBERSHIP REWARDS – U.S. ONLINE POINT REDEMPTION 

         
One element relates to processing and servicing.  As you can see here, 70% of our MR point 
redemptions now occur online.  
   
This large proportion shows how engaged our customers are online and it speaks to a number of 
benefits:   
 

 First, the cost of servicing falls, which adds to our overall efficiency; 

 Second, we’re providing service when and how our customers wish, improving their overall 
experience; 

 And third, it reinforces the utility and flexibility of how customers can use their rewards. 
 

MEMBERSHIP REWARDS: A VIRTUAL CURRENCY 

 
This lays the groundwork for what we see as the future of Membership Rewards – its use as a virtual 
currency, online as well as off.  I believe our Membership Rewards point bank is a substantial asset and a 
competitive advantage, particularly in the digital environment.   
 
We’ve already provided our cardmembers with the opportunity to redeem rewards online at point-of-
sale merchants such as Ticketmaster and Webjet, but over the last year we’ve substantially accelerated 
this capability.  Our customers now use points to pay for a broader array of important purchases: to buy 
airline tickets on our website, for the thousands of goods available on Amazon, and for virtual goods on 
several online games produced by Zynga, such as Farmville.  
 
Though our Pay With Points initiative with Amazon only started in September, over 6 billion points have 
already redeemed, with 3 billion redeemed in December alone. This makes Amazon one of our top 10 
redemption options and, in fact, 5 of our top 10 options are now fulfilled through Pay with Points.  
 
Our reward programs have been around for almost 20 years and over that time we’ve developed a great 
deal of expertise in how to productively reward customers and increase their loyalty.  The quality of our 
global cardmembers, their level of engagement and the sheer size of our point bank – points which, of 
course, we’ve already invested in and reserved for-- have effectively made Membership Rewards a 
virtual currency.   
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We already have the capability for cardmembers to seamlessly redeem at the point of sale, and in the 
future we expect they’ll be able to load their points into our digital wallet.   
 
Other competitors may try to replicate our program structure, but it will take them quite a while, if at 
all, before they gain the critical mass needed to move beyond a niche play in rewards. 
 
Regardless of whether a payment is online, offline, mobile or plastic, loyalty and rewards will remain key 
to building successful value propositions.  And I believe we’re in a great position to capitalize on this, 
particularly in the digital environment. 
 
MR is just one element of our digital presence. Our progress has also been substantial in other areas. 
 

SMALL BUSINESS SOLUTIONS 

 
For example, among small businesses, OPEN has established itself as the leading provider of digital 
support for small businesses.  As I mentioned before we’ve launched several business apps to help small 
businesses improve their purchasing power, such as AcceptPay, InsuranceEdge and SearchManager. 
 

SMALL BUSINESS – OPEN FORUM 

                     
Along with new digital products, our online small business community, OPEN Forum, has become the 
“go to” resource for small businesses.  Based on website visits more people come to OPEN Forum for 
advice, connections and events than sites such as Inc. or Entrepreneur.  OPEN Forum has also won a 
range of online awards, including the “Webby”, and was also named B2B Twitterer of the Year. 
 
We’ve hosted a number of major online forums to tremendous response, such as Project Re:Brand.  An 
estimated half million people viewed this series, which helps small businesses in developing their 
brands.  
 
And while we know we’ve successfully engaged customers on OPEN Forum, it’s also drawing in 
prospects.  Based on our data over half of the visitors to our small business site are prospects. As we 
engage them on OPEN Forum we get a terrific opportunity to demonstrate our value, introduce them to 
our products and benefits, and to eventually gain their business.     
 

CORPORATIONS – PRODUCT EVOLUTION 

   
Our corporate clients are also benefiting from our online capabilities. Today, for example, in the U.S., 
over 80% of Corporate Cardmembers don’t receive paper statements. 
 
Through our relationship with Concur we’re able to provide a seamless online expense management and 
payment process, which serves to control costs for corporate customers as well as for us.  Through our 
corporate card and B2B payment options, such as Buyer Initated Payments and vPay, we’re providing 
online alternatives for customers to improve the efficiency of their processing and to provide them with 
greater flexibility. Within Global Business Travel, we have industry leading online solutions for our 
clients in major expense areas such as travel transaction processing and servicing.  
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GROWTH DRIVERS 

 
We have sizable capabilities and advantages when it comes to meeting the online needs of our 
customers. And the profile of these customers makes them very attractive to us. When we look at 
customers we’ve acquired online, or customers who spend online, their economic characteristics are 
very positive. 
 

PROFILE: U.S. ONLINE CARDMEMBERS 

 
Of the cardmembers added across our U.S. Consumer and Small Business base in 2010, we acquired 40% 
of them online.   
 

 These cardmembers generally had 10% higher income than cardmembers acquired through 
offline channels.   

 

 Twice as many of them are under 35 years of age as compared to our offline acquisitions.  
 

 Their estimated average spend is almost 50% more than their offline counterparts.  
 

 And, as you might imagine, a higher proportion of their spending is generated from online 
transactions. 

 
On the expense side of our economics there are also benefits: 
 

 Looking at online transactions versus offline, we estimate that an online transaction generates 
lower credit loss rates than an offline transaction.  

 

 And customers who tend to spend more online also have a higher rate of enrollment for online 
servicing, which is significantly lower than offline servicing.   

 
For example, processing an online bill payment is 90% cheaper than a mailed payment, and 
reward transactions cost just a few cents to service online, compared to almost $6 for a phone 
call. 

 
These behaviors and attributes make online customers very appealing in terms of their economics.  
These customers are clearly core to our current online initiatives, but we’re also looking at the digital 
environment more broadly. 
 

GROWTH DRIVERS 

   
This final growth driver really has two components.  
 
First it’s about evolving our current customers and business model to the new environment.  I’ve already 
shared some of our progress with you in terms of our position in online spending, the profile of our 
online customer and our intent to use MR as a virtual currency. But these are just some of our digital 
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initiatives.  Given our capabilities, assets and customer base, I believe there’s a lot more growth 
potential here.   
 
The second element of this growth driver will happen outside of our existing businesses.  It will involve 
creating new solutions and value developed specifically for the digital marketplace. Our overall goal is to 
provide products and services that bring value to the broadest array of online participants. Meeting 
their needs for mobile capabilities, for prepaid products or for P2P payments through Serve will be a key 
driver of growth over the moderate to long-term.   
 
We’ve already got many key assets, we’re building the capabilities we need, and we’re establishing 
important partnerships. The digital evolution has changed the definition of scale, and I can assure you 
that we intend to add value, remain relevant and generate growth in this space.  
 

BLUE BOX 

 
So as I wrap up my section and move on to Doug, there are a couple of takeaways I hope I’ve left you 
with: 
 
First, that we had strong performance in 2010.  Our key metrics rebounded; we’re in a leadership 
position in terms of billings and credit; and our profitability was the outcome of our core business 
strength. 
 
Second, that even as we’ve ramped up investments we generated good profits.  This trade-off between 
investments and the bottom-line is not always easy, but we’ll look to appropriately manage this balance 
now and in the future as we strive to generate results consistent with our on average and over time 
financial objectives: revenues in excess of 8%; EPS growth of 12% to 15% and ROE of 25%+. 
 
Third, that we’re investing productively for the short-term, as well as for the moderate to long-term.  
I’ve shown you where we’ve put our investment dollars, how some of our key investments have done, 
what our priorities will be going forward and how those growth areas fit in with our overall strategy. 
 
And finally, that our digital transformation is underway. As you saw, we’re the current leader in online 
commerce payments, with a long runway for growth.  Our online customers are engaged and generate 
strong economics. And we’re thinking broadly about the digital environment, looking not just at existing 
businesses and models, but at creating new online products and models to expand our scale and 
diversify our revenue potential.     
 

 AGENDA 

 
Digital capabilities and options will be key to generating growth in the U.S., but in a number of markets 
outside of the U.S. they will be a major path to growth. 
 
We have a strong global presence and, as I mentioned, we’ve generated good growth across our 
international businesses. But it’s clear to me there’s a lot of untapped potential.   
 
Doug Buckminster is President of International Consumer and Small Business Services, but I’ve asked 
him to represent our international businesses today. He’ll cover the reasons we’ve been able to double 
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the pretax income of our international business operations4 over the last three years, and also show why 
we’re confident we can continue to profitably grow these businesses and add to our relevance over the 
short, moderate and long-term.  
 

                           
4
 See footnote 1 on page 11.  


