
CREDIT CARDS LOSE THEIR CHARGE 
THE CREDIT CARD INDUSTRY FACES AN UNCERTAIN FUTURE. 
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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice to individuals. This research does not constitute an 
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment 
preferences or risk parameters; it is general information and does not constitute specific investment advice.  This presentation is 
based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or 
omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are 
intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk Management’s employees, 
which is based upon sources considered credible and reliable within the industry.  Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  
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ANATOMY OF A CREDIT CARD TRANSACTION 

Network 
Bank 

Issuing 
Bank 

Acquiring 
Bank 

Consumer Merchant 1. Consumer pays $100.00. 

2. Merchant receives 
$97.76 from Acquirer.  
Merchant Discount Fee = 
$2.24 

3. Issuer debits $100 to 
the Consumer’s account 
and pays Network 
$98.20. 
Interchange Fee = $1.80 

4. Network receives 
$98.20 from Issuer and 
pays $98.09 to Acquirer. 
Network Fee = $0.11 

5. Acquirer receives 
$98.09 from Network and 
pays $97.76 to Merchant.  
Acquirer Fee: $0.33 

Source: Gendal.me (2014) 
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MAJOR CC NETWORKS STILL DOING WELL 
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Source: FactSet (2016) 
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CREDIT BALANCES NEAR PRE-RECESSION PEAK 

Q1 2016: $951.6 Billion 

Credit Card Outstanding Balances, Quarterly Data* 
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* Seasonally adjusted. Source: The Wall Street Journal, Federal Reserve (2016) 
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DELINQUENCY AND CHARGE-OFF RATES 
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on Credit Card Loans, All Commercial Banks 

Source: Federal Reserve (2016) 

Charge-Offs: 
Debts that a 
company has 
decided it has 
no chance of 
collecting. 
 
Delinquencies: 
Credit card 
loans that are 
30 days or 
more past due. 
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TRANSACTORS GROW, REVOLVERS SHRINK 

Distribution of General Purpose 
Credit Card Accounts by Behavior 

Source: Consumer Financial Protection Bureau (2015) 

Transactors: 
People who 
pay off their 
debts 
immediately. 
 
Revolvers: 
People who 
don’t pay off 
their debts 
immediately. 
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NOT MUCH ROOM FOR FUTURE CC GROWTH 
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Source: CreditCards.com, The 2013 Federal Reserve Payments Study (2013) 



HEDGEYE  9 

MILLENNIALS & XERS DITCH CC DEBT 
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Source: Federal Reserve Bank of New York Consumer Credit Panel/Equifax (2016) 
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MILLENNIALS & XERS LEAD FALL IN CC DEBT 
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Source: Federal Reserve's 2013 Survey of Consumer Finances (2014) 
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Diff. 2001 to 2013: 
-25.8% -22.9% 
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WECHAT: LOOMING NIGHTMARE FOR CC INDUSTRY 

Source: South China Morning Post (2016) 
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