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Today’s Discussion

Has a 16-year history

Drives revenue growth and loyalty

Reinvests for greater value and innovation

Leverages unique assets of American Express

Extends Competitive Advantage

The Membership Rewards Business
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Airlines
Travel Packages
Experiences

Initial Offerings

Inception: 1991

In the Beginning
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Program Structure

One point for every dollar spent

No cap on number of points that 
can be earned

No point expiration
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Membership Rewards Milestones

1992:
International 
Expansion

Australia
Canada
Mexico

1997:
Best Credit Card 

Rewards 
Program Award

(10x Winner)

1999:
Program Tiers
Merchandise

1990 1995 2000 2005

1995:
Retail
Membership 
Miles Renamed 
Membership 
Rewards

2002:
Dining and 
Entertainment
5MM+ U.S. 
Enrollees

2005:
Pay with Points

(U.S.)

2006:
First Collection
Exclusives
Bonus Points 
Mall

2004:
1 Trillion Points 

Earned U.S.

1991:
Launch of 

Membership 
Miles
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Membership Rewards Organization 

Marketing

Information
Management Technology

Customer 
Service

Finance
A  m  e  r  i  c a  n   E  x  p  r  e  s  s®
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Membership Rewards Today

Worldwide

98 Markets
43 Programs
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Total Membership Rewards Reserve

2004 2005 2006

$2.5
$3.1

$3.8$ Billions

Worldwide
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Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise

10

Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

®

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

Diverse Offerings
Airlines

Hotels

Experiences
Retail
Dining and Entertainment
Merchandise
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Membership Rewards Today

Excellent Brand 
Reputation

Quality Products

Strong Customer 
Commitment

Diverse Partners
Airlines
Hotels
Experiences
Retail
Dining and Entertainment
Merchandise
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Most Points in Bank
100MM+

MR Points

4.1MM Private Jet

Membership Rewards Fun Facts

Most Heartwarming
Redemption

8.3MM Mercedes

Most Expensive
Reward Offer

93.2MM

Chopard
Bracelet 
Watch

Moon 
Cakes

Local Specialty 
Reward

18

Rewards Marketplace

New Programs/
Constructs

More
Advertising

More Reliance
on Rewards

(% of U.S. Direct Mail Offers 
with Rewards)

57%

2006

22%

Source:  Jan-Nov CompereMedia.

2001
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Today’s Discussion

Has a 16-year history 

Drives revenue growth and loyalty

Reinvests for greater value and innovation

Leverages unique assets of American Express

Extends Competitive Advantage

The Membership Rewards Business
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Spend-Centric Model

High Average 
Spending

Investments
in Premium

Value

Premium 
Economics

Attractive 
Customer Base
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Cardmember Benefits

Enroll

Earn Points

Redeem
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Cardmember Benefits
Enroll

Earn

Redeem

Base Points

$1
of spend =
1 MR point

Total Points

Point 
Accumulation

Merchandise Other
• Dining and

Entertainment
• Experiences
• Financial Services
• Charity

Travel Retail

Bonus Points

500+

Link Multiple Cards

Charge Blue OPEN Corporate

24

Partner Advantages

High-Spending Cardmembers

New Marketing Channels

Turnkey Rewards Solution

Limited Expense and Risk

High Return on Investment
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Partner Advantages

Direct
Relationships

Third Party 
Distributors

American Express Competitors

26

Marketing 
Efficiency: 5:1

Partner Results

Partner Advantages

Partner:

Target:

Offer:

Electronics Retailer

Current Shoppers 
and Prospects

Double Points

Bonus Points Example



14

27

Incremental 
Sales: $3.8MM

Marketing 
Efficiency: 5:1

Partner Results

Partner Advantages

Partner:

Target:

Offer:

Electronics Retailer

Current Shoppers 
and Prospects

Double Points

Bonus Points Example

28

Partner Advantages

Gift Card Sales Sale of gift cards through MR 
Program

$17.1

MR Redeemers:
New Shoppers New shoppers using gift cards 13.7

MR Redeemers:
Existing Shoppers

Additional spend by existing
shoppers using gift cards

5.7

New MR Non-
Redeeming Shoppers

New shoppers not redeeming 
gift cards

5.9

Sources of Value Value Created

Incremental  
Business

($MM)

Actual Partner Report, 2005

$42.4
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Partner Video

30

AXP Benefits

Costs
Rewards Provision
Operating Expense

Benefits
Increased Spending
Greater Retention

Better Credit Performance
Increased Up-sell / Cross-sell
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AXP Benefits – Increased Spending

18%
15%

2004 2005 2006

U.S. Card Services, MR Billed Business

32

AXP Benefits – Increased Spending

12% 10%

2004 2005 2006

U.S. Card Services, MR Enrolled Cards
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AXP Benefits – Increased Spending

Spend per Card

Supplemental 
Cards

Consumer Charge OPEN Charge

Average 
Purchase Size 1.5X

2X

4X

1.7X

2X

5X

U.S. MR vs. Non-MR
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AXP Benefits – Increased Spending

Spend per 
Account

Revolving 
Balance per 
Account

Consumer Lending OPEN Lending

1.5X

2X

1.7X

3X

U.S. MR vs. Non-MR
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Voluntary 
Attrition

Delinquency 
Rate

Consumer Charge OPEN Charge

AXP Benefits – Retention and Credit

15%

46%

48%

40%

U.S. MR vs. Non-MR

Note:  Comparison excludes new basic cards acquired in 2005 and 2006.
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Voluntary 
Attrition

Delinquency 
Rates

AXP Benefits – Retention and Credit

17%

21%

18%

31%

Consumer Lending OPEN Lending

U.S. MR vs. Non-MR
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AXP Benefits – Up-sell and Cross-sell

Multiple Card Products

Enrolled Card Services

Premium Card Products

31%

2X

70%

U.S. MR Enrollees

Note:  Multiple card products include relationships with non-MR products, e.g. co-brand.
Enrolled Card services reflects Consumer and OPEN Charge Cardmember behavior.  
Premium Card products reflect Consumer Charge Gold, Platinum and Centurion.
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Costs
Rewards Provision
Operating Expense

Benefits
Increased Spending
Greater Retention

Better Credit Performance
Increased Up-sell / Cross-sell

AXP Benefits
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Managing Our Costs

Costs
Rewards Provision
Operating Expense

Benefits
Increased Spending
Greater Retention

Better Credit Performance
Increased Up-sell / Cross-sell

40

Costs – Rewards Provision Expense

Points Earned
% Points 

Expected to 
be Redeemed

x Cost per Pointx =
Rewards
Provision
Expense
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Costs – Rewards Provision Expense

Use AXP as 
Card of Choice 49%

More Likely to 
Renew AXP Card 36%

U.S. MR Redeeming Cardmembers

Source:  Company customer research.
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Managing Rewards Provision Expense

2004 2005 2006

30% CAGR
U.S. Points Redeemed on Merchandise
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Managing Rewards Provision Expense

44

Managing Rewards Provision Expense
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Managing Rewards Provision Expense

46

Managing Rewards Provision Expense
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Managing Rewards Provision Expense

Low Cost

High Cost
Reward 

A

Reward 
B

Reward 
C

Reward 
D

No Offer

10% Discount

20% Discount40% Discount

Cardmembers

Cost per Point Marketing Example

48

Managing Rewards Provision Expense

2003 2006

Cost per Point

1.5%

2003 2006

High Cost Rewards
53% 47%

U.S. MR Redemptions and Cost per Point
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Managing Operating Expense

86%
$ $

U.S. MR Redemption Processing Costs

Note:  2005 cost estimates.

Offline Online

50

Managing Costs

2004 2005 2006

$300MM+ U.S.
$400MM+ GlobalCosts

Rewards 
Provision

Operating 
Expense

Reengineering Benefits
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Drives High Return on Equity

Return on Equity 
significantly higher for 
Membership Rewards

Enables re-investment 
in Premium Value

Charge

Lending Better

Better

U.S.

Note:  Charge ROE based on Consumer and OPEN.
Lending ROE based on Consumer Blue and Optima.
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Today’s Discussion

Has a 16-year history 

Drives revenue growth and loyalty

Reinvests for greater value and innovation

Leverages unique assets of American Express

Extends Competitive Advantage

The Membership Rewards Business
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Consumer Research Results

Continue to improve customer experience

Add relevant new partners and rewards

Increase program flexibility

Enhance value to partners and merchants

54

Improve Customer Experience

Improved 
Customer Service 

Capabilities

Reduced 
Shipping Time

e-Certificates

Current 
Average 
2 Days

Before After

4-6 
Weeks
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Improve Customer Experience

1. Redeem

2. Authenticate Online

3. Print e-Certificate or 
Use Online Unique 
Code

e-Certificate Process

56

Improve Customer Experience
Homepage Then
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Improve Customer Experience
Homepage Today

58

Consumer Research Results

Continue to improve customer experience

Add relevant new partners and rewards

Increase program flexibility

Enhance value to partners and merchants
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New Partners

Travel

®

MerchandiseRetail, Dining and 
Entertainment

Recent Signings

60

Consumer Research Results

Continue to improve customer experience

Add relevant new partners and rewards

Increase program flexibility

Enhance value to partners and merchants
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Increase Program Flexibility

Limited Availability

Blackout Dates

Restrictions

Complex Process

40%
Failure 
Rate

Frequent Flyer 
Frustration

Air Travel Redemptions
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Increase Program Flexibility
Pay with Points

Total Flexibility
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Increase Program Flexibility

Any Airline

Any Hotel

Any Cruise

Any Trip Package

Reward Type

No Restrictions

Use Points, Card 
or Both

Partial
Payment

# of Points Used

Pay with Points

Online

Phone

Travel Offices

Channel

64

Search1.

Select2.

Redeem3.

Increase Program Flexibility
Pay with Points
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Search1.

Select2.

Redeem3.

Increase Program Flexibility
Pay with Points
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Search1.

Select2.

Redeem3.

Increase Program Flexibility
Pay with Points
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Increase Program Flexibility

Top 5 Redemptions

Our Best Customers Use It

Customers Very Satisfied

High Use in Non-Partner Locations

Lower Attrition

Pay with Points Benefits

68

Increase Program Flexibility

Points Transfer

Certificates

Pay with Points

Cardmember 
has points and 
wants to Travel
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Consumer Research Results

Continue to improve customer experience

Add relevant new partners and rewards

Increase program flexibility

Enhance value to partners and merchants

70

Enhance Partner and Merchant Value

Restaurant

Convenience Store

Gym

Spa

Redeem points for
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Enhance Partner and Merchant Value

72

Log onto Bonus Points Mall

1

Enhance Partner and Merchant Value

Choose from 
100+ merchants

2

Shop on merchant site 
and earn bonus points

3



37

73

Enhance Partner and Merchant Value
Bonus Points Mall

Increased sales to merchants

More reward points for 
Cardmembers

Greater online spend for AXP

Attractive economics

74

Enhance Partner and Merchant Value

Oct Nov DecSept

Total Cardmember Spend on Bonus Points Mall, 2006
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Everyday Spend Charge Volume

Charge Volumes

Total
Non-T&E

14.5%

Everyday 
Spend

14.1%
Transactions

U.S., Q4 2006 vs. Q4 2005 Growth

Everyday 
Spend

11.1%

14.5%

Total
Non-T&E

Note: Adjusted to exclude oil category.
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Today’s Discussion

Has a 16-year history 

Drives revenue growth and loyalty

Reinvests for greater value and innovation

Leverages unique assets of American Express

Extends Competitive Advantage

The Membership Rewards Business
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Innovative Tier Structure

Credit Cards

Program Partners, including:
- Retail
- Merchandise
- Dining

Pay with Points
No Point Expiration
No Point Earning Cap

All Green & 
Gold Cards

All benefits from 
Membership Rewards 
Express

+
Point Transfer
Enhanced Value with Pay 
with Points
Higher End Shopping and 
Dining Partners

All Centurion & 
Platinum Cards

All benefits from 
Membership Rewards 
Express and Membership 
Rewards

+
Super Premium Partners
Enhanced Servicing
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First Collection
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First Collection

80

First Collection
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First Collection

82

First Collection
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First Collection Results

Oct Nov Dec

Growth in MR First Collection Redemptions, 2006

84

Exclusives

Exciting 
Merchandise, 
Travel, 
Entertainment

Unique 
experiences

Deep point 
discounts

New offers every 
2 weeks



43

85

Exclusives

86

Exclusives
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Partner Video

88

Step 1
Check 

Availability

Contact
#1 - 5

Step 2
Book 

Reservation

Contact
#6

Step 3
Transfer MR 

Points to 
Partner

A  m  e  r  i  c a  n   E  x  p  r  e  s  s®

Contact
#7

Step 4
Complete 

Booking with 
Frequent 

Flyer Points 

Contact
#8

Today’s 
Process

Cardmember

Step by Step Frequent Flyer Redemption

Flight & Room Finder
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Flight & Room Finder

90

Competitive Assessment of New Features

Citi Premier Pass

Unrestricted 
Rewards Travel
(Pay with Points)

Bonus Points Mall

Capability

Tiered Rewards 
Structure

First Collection

Flight & Room 
Finder

Exclusives
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Membership Rewards Innovations

Points Transfer to 
Frequent Flyer 
Programs

Lodging Packages

Travel Experiences

Retail Category

Merchandise 
Category

Program Tiers

ShopAmex

Website Launched

Dining and 
Entertainment

Pay with Points

Instant Point 
Transfer

Bonus Point Mall
First Collection
Exclusives
e-Certificates
New Tier Structure
Customer Service 
Enhancements
New Website
Express Rewards Hotel 
Card
Flight & Room Finder

1991-1995 1996-2000 2001-2005 2006-2007

More Planned
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Today’s Discussion

Has a 16-year history 

Drives revenue growth and loyalty

Reinvests for greater value and innovation

Leverages unique assets of American Express

Extends Competitive Advantage

The Membership Rewards Business
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Membership Rewards Business Model

State-of-the-Art Marketing
World-Class Analytical Capabilities

A  m  e  r  i  c a  n   E  x  p  r  e  s  s®
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Superior 
Results

Proprietary 
Modeling

Size of Wallet 
Capabilities

Rigorous Test 
and Learn

Direct Partner 
and Merchant 
Relationships

Marketing 
Expertise

Closed Loop 
Network

Marketing and Analytical Capabilities

Dedicated MR 
Marketing and 

Analytic 
Organizations
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Marketing Evolution

Personalized and 
Relevant Offers

Mass
Marketing

96

3 Month Double 
Points No Fee

6 Month Double 
Points with Fee

6 Month Double 
Points No Fee

Determine 
Right Offer

Marketing and Analytical Capabilities

$1000

$0

$500

$1500

$2000

Send Offer to 
Cardmember

Cardmember
Spend

Points Accelerator Example

Set Personal 
Spend Level
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Marketing and Analytical Capabilities
Points Accelerator Results

Increased Spending

Persistence

Lower Attrition

Superior 
Economics
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Our Cardmembers
Our Partners
Our Program Structure
Our Marketing
Our Innovations

Conclusion

Extends Competitive Advantage

Key Advantages of MR Business
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