
Sample Case Transcript: Bank Credit Card Launch 

Post Introductions… 

Interviewer: Today, we'll discuss the case of our client, a regional bank that currently offers a range of 
financial products to its customers. One of those products are credit cards. The bank is considering 
adding another credit card to its portfolio and has come to Mastercard Data & Services to explore what 
type of card they should offer and if the card will be profitable for them in year one. 

Candidate: Thank you for that context! To play that back, our client is launching a new card, so they 
need to determine the type of card and its value proposition and to assess the potential profitability. 
Can I have a moment to collect my thoughts… To tackle this, I’d like to first begin by understanding what 
position the card could potentially hold in the market– considering the bank’s alternative offerings, 
competitive offerings, and the market demand for features. I’d also like to explore which position in the 
market would be most profitable for them. To do that, we’ll need to investigate the year one profit, 
which is the revenue minus the costs. Does that sound like a suitable approach? 

Interviewer: That all makes sense to me – appreciate you laying that out. Let’s dive into the first piece 
you mentioned on card positioning to inform the value proposition. 

Candidate: Definitely – as we think about what type of card the client should offer to meet a gap in the 
market, I’d like to analyze this from two perspectives. First, internally, what other offerings does the 
bank have and what customers do those appeal to, and then externally, looking at the most competitive 
offerings on the market to identify an opportunity for our client. This will help us understand if we might 
cannibalize our existing products and where there is white space in the market. On the first point, do we 
have any context on their existing portfolio? 

Interviewer: Yes, great question. Our client currently offers two credit cards, both of which we could call 
‘middle of the road’ offerings. When thinking about credit card customers, we can split them into three 
main segments – Generation Z (born late 1990s onwards), Millennials (born 1980 – mid 1990s), and 
Generation X (born 1960s to 1980s). Our client’s two card offerings are focused on the Millennial 
segment right now.  
 
Candidate: Understood – so it appears that either venturing into the Gen Z or Gen X segments would be 
appealing for our client. Have we conducted any market research on competitors? 

Interviewer: Our client’s main competitors have offerings both in the Gen Z and Gen X segments, so 
both have the same amount of competition. For that reason, our client is thinking through what value 
proposition would be profitable for those two segments. 

Candidate: That makes sense. Now that we have defined our target segments, I’d propose we analyze 
the features and profitability levers associated with a credit card. As I mentioned earlier, profit is 
revenue minus cost. So I would like to split these by potential revenue and costs. To start, do we have a 
breakdown of the key revenue generating factors? 

Interviewer: Yes – there are a few components to consider. In terms of revenue, the bank earns a flat 
1% interchange rate on each dollar that the customer spends. They also earn interest revenue – this is a 



percentage charged for whatever portion of their credit card bill that they do leave unpaid at the end of 
each month. Lastly, there are annual fees, that could be charged as part of the card. 

Candidate: Great – so thinking about the revenue for one year, there can be a one-time flat annual fee, 
and then ongoing monthly charges for interest and interchange, both of which depend on spend and bill 
payment behaviors. Do we have a breakdown of variable and fixed cost components? 

Interviewer:  There is a one-time upfront marketing acquisition cost for each customer that is acquired. 
Some cards may also offer the cardholders with rewards to incentivize them to spend more on the card, 
but this can come as a cost to the bank. The bank usually factors this as $X cost incurred to the bank per 
$1 spent by the customer, and this varies depending on the value proposition chosen.  

Candidate: Thank you – so to summarize, the bank has to make choices on a few different levers: an 
annual fee, whether they want to offer rewards or not, and how much they want to pay for marketing 
for each acquired customer. The expected customer spend will also then impact all other revenue and 
cost drivers. Are there any other cost or revenue inputs we should be considering as we think about 
launching a credit card? 

Interviewer: No, we should be covered here. 

Candidate: Perfect, so now that we have the mechanics of the profitability model laid out, I’d like to 
circle back to the target segments. Do we have any research on Gen Z and Gen X customers, and if they 
had any preferences on the three points I mentioned before – presence of an annual fee, rewards, and 
amount of marketing needed?  

Interviewer: Yes – based on some market research, we’ve identified what the optimal product would 
look like for each segment. Based on the value propositions, we also have expected spend behavior 
estimates – see this table: 

  

 

 

Candidate: Thank you for that information. With these given value propositions, let’s test the 
profitability of each one. I will be analyzing this on a per customer basis first, and then multiplying by the 
total number of customers that will be acquired. Using the revenue and cost framework from earlier, 
let’s start with revenue. This includes a one-time annual fee, and then ongoing monthly interchange and 
interest revenue. You mentioned earlier that interchange was a standard 1% - should we assume that 
holds true for both cards? 

Interviewee: Yes, it’s the same across both. 



Candidate: Great, and in terms of interest rate, I would assume that is different across the cards. Did the 
market research also come up with a target interest rate for each value proposition? 

Interviewer: Yes, it is 10% for the Gen Z, and 20% for Gen X. 

Candidate: Alright, I’ve noted that down. With that, we can start calculating revenues - let’s begin with 
the Gen X segment which includes: 

 A one-time revenue from the annual fee, $500 per person 
 Ongoing interchange revenue = $2000 spend per month * 12 months * 1% interchange = $240 

per person 
 Ongoing interest revenue = $2000 spend per month * 12 months * ($2000 spend * (1 - 100% 

paid on time) * 10% interest fee = $0 per person 
 So a total of $740 per person in revenue 

For the Gen Z segment: 

 No annual fee = $0 per person 
 Ongoing interchange revenue = $500 spend per month * 12 months * 1% interchange = $60 per 

person 
 Ongoing interest revenue = $500 spend per month * 12 months * ($500 spend * (1 - 95% paid 

on time) * 20% interest fee = $60 per person 
 So a total of $120 per person in revenue 

Let’s switch gears and look at the costs. We can split this into the upfront cost for acquisition marketing 
and then per month rewards costs. For the Gen X segment, this means: 

 A $200 acquisition cost 
 Rewards cost = $2000 spend per month * 12 months * $0.02 per dollar spent = $480 per person 
 So a total cost of $680 

For Gen Z this means: 

 A $50 acquisition cost 
 No rewards cost as you wouldn’t need to offer rewards for this segment 
 So a total cost of $50 

Subtracting out the per person annual cost from the revenue, gives you: 

 $60 profit for the Gen X segment 
 $70 profit for the Gen Z segment 

On a per customer basis at least, Gen Z as a segment seems to be slightly more profitable. Now that we 
have the per customer profitability, let’s look at how many customers our client could potentially 
acquire. The table provided indicated that there were 500,000 eligible cardholders within Gen X and 
100,000 within Gen Z. Since we mentioned earlier that the market was fairly saturated with 
competition, I would assume our client will only be able to acquire a subset of these cardholders in both 
scenarios. As part of the earlier analysis, were there any estimates on how many cardholders we might 
be able to capture? 



Interviewer: Yes – since Gen X customers have many products already suited to them on the market, we 
assume that it’s given value proposition would be able to capture 2% of customers. There are fewer 
cards specifically targeted to Gen Z, and so estimates showed that 10% of those customers could be 
acquired. 

Candidate: Alright, so: 

 Generation X: 500,000 eligible cardholders * 2% capture * $60 per cardholder = $600,000 in 
profit after year 1 

 Generation Z: 100,000 eligible cardholders * 10% capture * $70 per cardholder = $700,000 in 
profit after year 1 

With these final numbers in mind, Gen Z does indeed look like the most profitable one to pursue, given 
the optimal value propositions. As the client’s primary objective surrounded profitability, my 
recommendation would be to pursue the launch of the Gen Z product, which will yield a profit of $700K. 
With that being said, other aspects should also be taken into account, including bank implications and 
customer considerations, especially as the difference between the two is only $100K in profit. 

Interviewer: Agreed, it definitely appears based on scope of the case that the client should pursue this 
type of product. Could you elaborate on the other considerations outside of profitability that you’d want 
to look at before determining the target product and segment? 

Candidate: Here are a few ideas: 

 In terms of bank implications, I would recommend our client investigate how launching a credit 
card for Gen Z could impact their perception and branding to older segments. 

 I would also recommend looking into the opportunity to cross-sell other financial products to 
new credit cardholders, and whether Gen Z will be attractive in this facet compared to Gen X. 
For example, does the bank typically cross-sell products such as mortgages that might be better 
suited to Gen X. 

 On the customer considerations, I would also recommend that the client consider attrition of 
Gen Z beyond year one, and how this would compare to Gen X. 

 They might also want to look into the growth prospects of both segments, to understand if 
eligible cardholders are expected to grow or change in either pool, both in terms of number of 
cardholders, and in terms of spend behaviors. 

 Lastly, they should consider how they can pull levers to improve the numbers we learned—for 
example, can they increase the number of customers by tweaking the product or reduce cost for 
the Gen X segment? That could change the final decision if they are able to impact the numbers 
we were assuming. 

Interviewer: Great points. That wraps up the case for today – thank you for walking me through that. 
Appreciate your time! 

 


