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OVERVIEW
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Background

A First Data conducts an annual market survey (Consumer Insights
Study) among gift card purchasers and receivers of both closed and
open loop cards

A This important study:

ABegan in 2001

A ldentifies market and consumer gift card trends and consumer needs and
preferences

A Provides information that is shared with First Data clients and is used to help
enhance their gift card programs
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Study Objectives

A The primary objective of the Consumer Insights Study is to examine market and
consumer trends, as wel |l as consumer sd nee
to gift cards. The results of the study:

A Quantify the percent of the United States and Canadian populations giving/receiving
gift cards (in total and by demographics)

A Identify buying behaviors associated with gift card purchasing
A Examine the gift card decision-making process
A Compare purchase behavior from 2009 to 2010

A Additional objectives among gift card receivers include:
A Evaluate the impact that gift cards have on recipient

A Identify and quantify where recipients receive gift cards from and the total number of
gift cards received

A Determine the average card amount received (by store type)

A Measure the incremental financial value that any changes in consumer buying
behavior have on the merchant

A Quantify uplift (i.e., overspend) by merchant type

A Evaluate the effectiveness of innovative uses for gift cards such as e-gift cards and
incentive gift cards
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Methodology T United States

A A 20-minute web-based survey, using the e-Rewards online panel
A First Data was not identified as the study sponsor

AFielded: September 21-29, 2010

A Respondents must:

A Be 18 years of age of older, and have purchased or received a gift card in
the past 12 months

A Sample size: 2,010

A Includes over-sample of African American, Hispanic, and Asian consumers
to obtain 300 completes in each demographic segment for adjunct analysis

A Data weighted to US Census Current Population Study on: age, race,
gender, and education

A Additional analysis:

A An identical study among Canadian consumers (n=400); results presented
in a separate report
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KEY INSIGHTS
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Key Insights T Purchasing

Availability of occasion-based gift cards
drive purchase decisions for some
consumers

U 17% would not purchase a gift card if the

appropriate occasion-based design was
unavailable.

U Incorporate occasion-based gift cards for
key occasions for your business

Gift card mall popularity has increased

U While most consumers still purchase closed
loop gift cards at a specific store, purchases at
gift card malls has increased from last year
(38% to 46% currently).

U Establish or expand partnerships with gift
card mall providers to increase sales.
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Key Insights I Redemption Behavior

Over a third of those receiving gift cards U Gift cards provide your locations with incremental

indicate they changed their purchasing plans customers and sales.

because of the gift card.

U When redeeming their gift card, 25% purchased an item
they had not planned to spend money on, 8% bought a
more expensive version of an item they already planned to
buyand 3% purchased an item
normally shop at for such an item.
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Key Insights i Reloading Behavior

Closed loop prepaid card reloaders U Consider using rewards to promote
indicate they do so to receive rewards or reloading.

for the sake of convenience.

U Rewards - the main reason for reloading - has
increased from 15% to 25%.

U For 18% reloading is more convenient than paying
with cash and another 8% indicate reloading is more
convenient than paying with credit or debit cards

Reloading via the Internet is the preferred | U Internet reloading is relevant and should be

method for 30% of reloaders. considered to encourage gift card re-use.
U Although in-store reloading is the preferred method
for 70% of reloaders, 30% prefer to reload online

Reloading encourages desired behaviors | U Reloading encourages your customers to

including increased frequency of store spend more money at your locations;
visits and additional spending per visit explore ways to position your gift card as
U 35% of reloaders report visiting the store more an everyday spending card.

frequently after reloading their card; 20% spend more

per visit
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Key Insights T E-Gift Cards

E-gift card adoption is in its early stages

0 Only 12% of consumers have purchased an e-gift card,
while 14% have received one

U Almost all recipients of an e-gift card (98%) received it via
e-mail.

U Begin to develop and implement strategies for
distributing your gift card electronically.

U Experiment with distributing cards through social
media sites, your own website and other
channels to learn more about e-gift card users
and optimizing high potential sales channels.

A significant percentage say they are likely to

send an e-gift card
U 25% of consumers indicate they are likely to send e-gift

cards, while 43% say they are unlikely.

U Those most likely to send e-gift cards value the
immediacy of delivery, ease of e-mailing,
environmental friendliness, and ease of
redemption.
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OPEN LOOP AND CLOSED
LOOP ANALYSIS

y
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Prevalence of Gift Cards: 2009 vs. 2010

A Over the past year, the popularity of giving gift cards has grown. The proportion of
consumers receiving a gift card in the past year has increased significantly since
2009, though purchasing has not seen as dramatic an increase.

Trend of Total Purchasing and/or Receiving

A
100% -
o, 93%
90% A

80% -
60% -

= 2009 (n=3849)

40% - m 2010 (n=2768)
20% -
0% -

Purchased or Received Purchased Received Purchased and Received

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Purchasers and Receivers: Closed vs. Open Loop

A Consumers are purchasing and receiving significantly more open loop gift cards this
year than in previous years. Closed loop cards are still more frequently purchased
and received than open loop ones, despite a slight decline in 2010.

Type of Card Purchased or Received: 2009 vs. 2010

100% -
5% g6v% 86%  85%
80% -
60% - ‘
N A
4402 46% = 2009
40% - = 2010
20%
0% -
Closed Loop Open Loop Closed Loop Open Loop
Purchasers Receivers

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Overlap in the Type of Gift Card Purchased or
Received

A More respondents purchased open loop gift cards in 2010 as seen in significant

increases in the Open Loop Only and Both categories. The number of respondents
only purchasing closed loop cards decreased significantly.

A More consumers are receiving both closed and open loop gift cards, while the
number of respondents receiving only closed loop cards has dropped significantly.

Open Loop Only 11% | 14%, Open Loop Only 14% | 15%,
Closed Loop Only 64% | 56%, Closed Loop Only 58% | 54%
Both 25% | 30% Both 28% | 31%

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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PURCHASERS
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Purchasers: Number of Closed and Open Loop

Purchases

A As with previous years, open loop purchasers tend to purchase only one card while

closed loop cards have a much more varied distribution.

A The total number of cards purchased has increased in 2010, as the average
numbers of both open and closed loop gift cards have increased.

100% -

Number of Cards Purchased Per Buyer
80% -
60% -
a0% 2"

26%
20% - 15% 130 1204 18%
11% 8% 9%
I = L
0% T T T T

2009 2010
Total 4.7 5.1
Closed Loop 4.3 4.7
Open Loop 2.4 2.8

%
.

1 card 2cards 3cards 4cards 5cards 6-10
cards

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
2010 Total Purchasers n=1539
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Occasions for Purchase: Closed Loop Cards

A The proportion of customers purchasing closed loop cards for a birthday has
increased significantly while purchases for Christmas remain unchanged from last

year.
Trend in Purchase Occasion
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A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Person for Whom Gift Card was Purchased

A Significantly more people purchase closed loop gift cards for other family members
in 2010 than in 2009. Other, less dramatic changes can be found with purchases for

friends and siblings.

Trends in % of Closed Loop Gift Cards Purchased
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o _ .
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A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Gift Cards to be Redeemed at the Location Where
Card was Purchased

A 40% of purchasers believe recipients will redeem their gift cards at the particular
mer chant | ocation the card was purchased f
possible.

Purchasers Believing Receiver will Use Gift Card at the Sat
Location Where the Card was Purchased

m Yes
B It's Possible
B No
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Advance Purchase Summary

A For both open and closed loop cards, half of respondents purchase gift cards within
a week of giving them.

100% - Number of Days Between Gift Card Purchase Date
And Giving Date

80% -
® Open Loop

m Closed Loop
60% -

50% 50%

40% -

20% -

4% 4%

0% -

One week Morethan Morethan Morethan Fourweeks
or less one week twoweeks three weeks or more
but less but less but less
thantwo thanthree than four
weeks weeks weeks
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Closed Loop Purchasing by Merchant Type

A As with last year, specialty retail stores and discount stores remain the top locations
for closed loop gift card purchases. Fine Dining saw a significant increase over

20009.
100% - % of People Purchasing Cards for Merchant Type: Trended
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A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Share of Dollars by Merchant Type

A Purchase share in 2010 is relatively unchanged compared to 2009, though a
significant increase has been found in the dollar share for Fine Dining
establishments.

Share of Dollars by Merchant Type
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A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Share of Dollars by Merchant Type

A Dollar shares rankings remain unchanged in 2010. Specialty stores register the
highest dollar share, followed by discount stores and department stores.

> b:yond the transaction.

Specialty Store (n=738) 2.0 $45 20%
Discount Store (n=551) 2.1 $39 19%
Department Store (n=361) 2.0 $51 15%
Fine Dining (n=213) 1.4 $51 10%
Fast Casual (n=333) 1.8 $31 9%
Entertainment (n=296) 1.7 $31 8%
Grocery Store (n=96) 1.0 $41 5%
Coffee Shop (n=267) 1.4 $20 5%
Gas Station (n=84) 1.0 $38 2%
Fast Food (n=104) 1.0 $18 2%
Drug Store (n=26) 1.6 $28 1%
Other (n=114) 1.0 $68 5%
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INFLUENCES ON
PURCHASE
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Influences on Gift Card Purchase

A Following the trend in previous years, most gift card purchasers choose a gift card
so the receivers can buy what they want, showing a significant increase in 2010.
Another significant increase is found in the number of respondents citing flexibility in
redeeming a gift card as a reason for purchasing one.

Reasons for Purchasing a Gift Card as Opposed to a Gift

Receiver can buy what they want

Convenientto purchase

Flexibility in redeeming a gift card

| don't know what else to buy the

gift receiver
Easy to ship or send = 2009
Receiver asked for a gift card m 2010

| bought a gift card in additiontoa
gift
Ability to personalize card with
message or photo

Other

0% 20% 40% 60% 80% 100%

A ndidates a statistically significant difference between 2009
and 2010 at the 95% confidence level
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Importance of Card Designs on Buying Decisions

A 17% of consumers will not purchase a card from a merchant if an occasion-based
design is unavailable.

A 10% will not will not purchase a card from a merchant if an appealing design is

unavailable.
Importance of Card Designs on Buying Decisions
100% -
5% -
50% -
= \Would Not Buy

250, = Buy Anyway

0% -

Occasion Based Don't Like Card
Card Not Available Designs
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Preferences for Gift Card Packaging and Add-ons

A The majority of purchasers use the packaging provided with the gift card, do not give
additional gifts with gift cards, and frequently give a greeting card when giving gift

cards.
Percent Giving Gift Card with Additional

Percent Using Packaging 100% Packaging
-

Provided with Gift Card
80% -
59%
mYes
60% -
mNo
40%
26%
20% - 0 17%
Percent Giving Another Gift with Gift ° 4%
Card .
0% . . .
Greeting Giftbag or Some otherNo, | do hot
card box item purchase
(stuffed additional
animal or packaging
toy)
HYes
mNo
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Likelihood of Purchasing Gift Card if Iltem is Out-
of-Stock

A This year, half of the respondents are likely to purchase a gift card if an item is out-
of-stock. Also, a significant increase was found in those who say they are highly
likely to purchase a gift card compared to last year.

100% - Likelihood of Purchasing Gift Card if Item is Out-of-Stock
80% -
2009: 46% 2009: 25%
60% 2010: 50% 2010: 24% #2008

A A ® 2010
40% - ( 28% 28% \ ( \\

29% 24% 24%

20% - 18% 18% 7%,

7% T%

5% 49
0% -
Highly likely Likely Neither likely or Unlikely Highly unlikely Would never
unlikely substitute a gift

card for a gift

A ndidates a statistically significant difference between 2009 and 2010 at

the 95% confidence level mot e

r pu
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GIFT CARD MALL
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Gift Card Purchase Location

AGift card sales continue to shift away frc¢

card malls.
% of Purchasers who Bought from
100% - Various Gift Card Locations
F
80% | 7% A m 2008
60% - m 2009
m 2010
40% -
20% - oF 1
(v} 12% 11% sl 7% 8% 9% :': A
20" 2% qoq 1%, 3% 3% 3%
0% a : : : __|
In person, at In person, at Online, using Online, using By ordering Online, using Other
the specific agiftcard the specific  asite that via mail or a social
store mall store's  sells cards for phone from a networking
website many catalog site
different
stores

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
* Indicates a statistically significant difference between 2008 and 2009 at the 95% confidence level
* I ndicates a statistically significant difference between

*Closed loop calculation: # of closed loop purchasers purchasing at least once from a gift card mall/total # of closed loop purchasers
*Open loop calculation: # of open loop purchasers purchasing at least once from a gift card mall/total # of open loop purchasers
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Closed Loop Purchase Behavior: Gift Card Malls

A In the event that a particular gift card is not available at a gift card mall, fewer than
half of purchasers will end up buying the desired card T 44% will end up choosing
another gift card

61l go directly to the 31% 33%
| buy a card for the same type of store 29% 31%
I wondt purchase a gift 19% 13%
| buy a completely different card 12% 13%
Buyt he gift card online &g 10% 11%

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Location of Gift Card Mall by Card Type

A Significantly fewer people report purchasing gift cards from gift card malls located in
discount stores while significantly more people report purchasing gift cards from
malls in specialty retail stores. Other locations vary only slightly.

Location of Gift Card Mall by Card Type

100% -

m Closed Loop 2009

80% - m Closed Loop 2010
60% -

47% 48%
40% -
20% - 18% 17% 14%
0% -
Grocery store  Discountstore Drug store Specialtyretail ~ Gas station Other
store

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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RECEIVERS

> b,yond the transaction. © Copyright 2011 | First Data Corporation z FirstData. | 34



Receivers: Volume of Closed and Open

A Significantly more receivers were given closed loop cards this year compared to last
and significantly fewer receivers were given open loop gift cards.

% of Open vs. Closed Loop Cards Received

100%
80%
60%
m % of Closed Loop Cards
Received
40% m % of Open Loop Cards

Received
20%
0%

2009 2010

2010 Total Receivers n=1755
A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Trending: Average Number of Gift Cards

Received

A The average number of gift cards received has increased significantly in 2010. The
average number of closed loop gift cards has increased slightly, but the average
number of open loop cards remains relatively unchanged.

7.0
6.0
5.0
4.0
3.0
2.0
1.0
0.0

Trending: Average # of Gift Cards Received

——Avg. Total Gift Cards
34 Received

' —m-Avg. # Closed Loop Gift
| %? g"/’:‘. 3.1 Cards Received
' —a—Avg. # Open Loop Gift
] Cards Received
2009 2010

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level

2010 Total Receivers n=1755
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Occasions Received: Closed Loop Gift Cards

A Birthdays and Christmas remain the most frequently cited occasions for receiving closed loop gift
cards. Incentive programs are growing in popularity as they were mentioned significantly more
frequently this year than last.

Trends in the Occasion for Which Closed Loop Gift Cards are

. .
100% Received = Closed Loop 2009
m Closed Loop 2010
80% - P
0, _
60% 53094 .
49% 51%
46%
40% -
A
18%
0, _
20% 15% 149%15% o om
Fog 8% 504 7%
J 4%4%  3904%  0003% 206 2% qop 0n  19a1%e 1% 1% o 1% 2% 1%
0%

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Person from Whom Closed Loop Gift Card was
Recelved

A Closed loop gift cards are often received from friends and various family members.
Significant increases were found in respondents receiving gift cards from other
family members and spouses.

Trends in % of Closed Loop Gift Cards Received u Closed Loop 2009
100%
m Closed Loop 2010
80% -
60% -
40% - A
205219
2% 549425%
0 N
20% 2o 20%20% o 179 o
g 1% 12%  10911%  goy11%
SO% 30030 003%  3%2%  qopq0  3%2%
0%

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Closed Loop Receiving by Merchant Type

A This year, significant increases were found in the number of gift cards received from
both fast casual dining and fine dining, though specialty retail stores and discount
stores remain the most popular.

100% - % of People Receiving by Merchant Type: Trended m 2009
m 2010
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A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Average Gift Card Value by Merchant Type

A The average value of open loop gift cards received in 2010 has increased
significantly.

A Average card value received decreased for gas stations. Conversely, fine dining,
grocery store, and drug store card values are up significantly compared to last year.

Average Dollar Value of Gift Cards Received by Merchant Type

$100 -
$80 -
$60 -
$40 -- -
$20 A
$O T T T
& &
q}‘?o Q\’\\Q \%\9
@5.2 \(\e' %Q
o < &
o
2009 Closed Loop Avg. Value mmmm 2010 Closed Loop Avg. Value
— = 2010 Open Loop Average — = 2010 Closed Loop Average

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Gi ft Card nOverspendo

A The percentage of US respondents reporting spending more than the value of their
gift cards is the same as in 20009.

% of Respondents Spending More Than Original

Gift Card Value by Card Type
100%

80% 72% 72%

60%
m 2009

40% m2010

20%

0%

Closed Loop

A ndidates a statistically significant difference between 2009 and 2010 at the 95% confidence level
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Average Gift Card Overspend

A Department stores, grocery stores and discount stores have the highest average
overspend amounts among merchant types in the US.

Average Amount Spent Overthe Value of the Gift Card
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*Small base size n<30; interpret with caution.
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Relationship Between Issuing Merchant and
Receiver

A In some instances, gift cards can provide merchants with new customers. When
thinking about the gift card that was received most recently, 11% of gift card
receivers noted they had never or rarely

100% % Receiving a Gift Card for a Store, Restaurant,
7 or Establishment that ¥Q9%

= 2010
80% -

60% 59%

60% -

40% -

30% 30%

20% -

0% -

Never visit Rarely visit Sometimesvisit  Frequently visit
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ltem Gift Card Was Redeemed For

A Over a third of gift card receivers changed their purchasing behavior because of the

gift card.
% Redeeming the Gift Card For é
100% - A
. )
2009: 40% 22000
80% - 2010: 36% 22010
60% - 51%, 529, ( A \
40% -
26% 25%
20%
0%
Buy an itemthat you Buy an itemthat you Buy a more expensive Purchaseditemata Have not redeemed
would have purchased had not plannedto version of an itemthat store | don't normally the gift card
with your own money spend money on you were already shop at for such an
anyway planning to buy item

A ndidates a statistically significant difference between 2009 and
2010 at the 95% confidence level
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Time Before Use of Gift Card

A Gift cards for gas stations, grocery stores, and discount stores are redeemed most
quickly, typically within four weeks or less after they are received.

Time Before Gift Card is Used Up

100% -
0 4% 4% 5% 3% 7% 8% 4% 6% 6% 9% 9%
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924 8% 15% 7%
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40%

20%
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Gift Card Registration

A 25% of consumers have registered a gift card - the most common reason is to
protect against losing the card or having it stolen.

Reasons for Registering Gift Card

100% -
Percent Registering Gift Cards
80% -
mYes
60% -
mNo

mDon't 40% - 35%

Know
20% 17%
13% »
BB = :

20% -

0%
Protect Join Enable Provided To activate  Other
againstlost rewards reloading incentive the card

orstolen  program
card
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RELOADING

> b,yond the transaction. © Copyright 2011 | First Data Corporation z FirstData. | 47



Reloading Behavior

A Significantly more people report reloading gift cards in 2010

Percent Adding Money to Purchased or Received Gift Cards

2010 1%

2009 9%
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A ndidates a statistically significant difference between 2008 and 2009 at the 95% confidence level
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Reasons for Not Reloading Gift Card

A Continuing the trend from previous years, the most common reason gift card users
cite for not reloading their card is that they have no need or interest.

A Significantly more users in 2010 report they would rather pay with cash than reload
their gift card, though it is still a small percentage of respondents.
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Reasons for Reloading Gift Card

A Significantly more respondents cited joining a rewards program as the reason for
reloading a card in 2010. Convenience and discounts are also among other
frequently cited reasons.
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Reloading Behavior by Merchant Type: Closed
Loop

A The percentage of consumers reloading a Coffee Shop gift card has increased
significantly; Specialty Retail Store reloading declined significantly

% Reloading by Merchant Type
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Average Amount Reloaded by Merchant Type

A Discount stores have the highest average reload amount among merchant types

Average Dollar Amount Added to Gift Cards
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Reloading Preferences

A Although the majority of respondents prefer to reload gift cards in-store, a significant
percentage would rather reload online.
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Reloading: Influence on Visit Frequency

A Most people who reload gift cards visit the merchant at least once a month. Of
those who have reloaded their cards, over a third indicate the card has led them to
visit the store more frequently.

Visit Frequency for Merchants Whose Change in Visit Frequency Since
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Reloading: Influence on Average Purchase

Amount
A One-fifth of gift card purchasers report spending more per visit after reloading gift
cards.
Change in Purchase Amount After Reloading a Gift Card
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Incentives Offered for Reload

A Just over half of consumers report not being offered an incentive for reloading their
gift cards. Among those who were offered incentives, free merchandise is the most
frequently cited offer.

Incentives Received for Reloading Gift Cards
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E-GIFT CARDS

E-Gift Card Definition
e-Gift cards are gift cards that you can purchase over the Internet and the account number is sent directly to

the recipientds email addr ess, m-Gilt catdecampbe vsadgustdike reguam t v i a
gift cards online or in the store. Benefits of e-Gift cards include: there is no card to lose, immediate delivery
and they are safer and better for the environment.
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E-Gift Card Use

A Most consumers hav ' -qift cards. However, almost all
of those who have re |.

/ b,yond the transaction. F:.' FirstData. | ss



