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MasterCard's Key Sponsorship Save

Return of World Cup Rights
Gives Network Big Platform
To Win Over Latin America

By ROBIN SIDEL
December 8, 2006; Page B3
MasterCard Inc. has scored a big point in Latin America -- at a time when the region's appetite for plastic is growing.

By retaining sponsorship of the World Cup tournament and other big soccer events for the next eight years, MasterCard, the U.S.'s second-largest payments network, after Visa International Ltd., can win coveted and exclusive exposure for its brand and products in a soccer-crazed region that is ripe for card growth. The eight-year pact, which starts in January, comes at a time when MasterCard is trying to compete more aggressively against Visa, which is far more dominant in the region.

Late Wednesday, a federal district court judge in New York ruled that the World Cup's organizing body can't award the sponsorship to Visa even though the two struck a deal earlier this year. Instead, the Fédération Internationale de Football Association, known as FIFA, must give the deal to MasterCard, which had sponsored the lucrative sports event for the past 16 years.

FIFA, which is based in Switzerland, said it would appeal.

In handing down the 125-page decision, U.S. District Court Judge Loretta Preska granted a permanent injunction filed by MasterCard, which had sought to block the Visa deal that was awarded last spring. Visa had agreed to pay $180 million for the sponsorship, which runs through the end of 2014, according to legal papers.

The ruling was the latest development in a fight that erupted after FIFA unexpectedly selected Visa to sponsor the soccer events. MasterCard sued FIFA to block the new deal shortly after the soccer organization awarded the sponsorship to Visa. The soccer organization and MasterCard argued the case in court last week.

In describing the impact of the sponsorship, the judge borrowed from MasterCard's well-known advertising campaign. "MasterCard's loss of the next FIFA World Cup sponsorship would be, in [its] now-famous words, 'Priceless,' " she wrote.

It isn't exactly clear when MasterCard will ramp up its efforts in Latin America. Previous sponsorships gave MasterCard the right to work with local banks to promote credit-card use through special offerings tied to the soccer tournament. MasterCard's sponsorship of last summer's World Cup in Germany, for example, gave it the right to be the only card accepted for advance-ticket sales.

"Right now, we're celebrating the court's recognition of our practices and our legal position," said Noah Hanft, general counsel at Purchase, N.Y.-based MasterCard. Shares of MasterCard rose 55 cents to $99.68 in 4 p.m. composite trading on the New York Stock Exchange.

MasterCard has plenty of catching up to do in Latin America. Of the 287.2 million Visa and MasterCard payment cards in the region last year, some 74.2% were branded with the Visa logo, according to the Nilson Report, a Carpinteria, Calif.-based newsletter that tracks the card industry. Customers rang up $301 billion on Visa cards last year in Latin America, compared with $98 billion of MasterCard transactions. Still, MasterCard notched a 32.5% gain in the dollar value of transactions from year-earlier levels, outpacing Visa's 21.1% increase, according to the data.

"Winning this case is a big positive for MasterCard because brand is of extreme importance when it comes to credit cards and payment processing," says Anurag Rana, an analyst with KeyBanc Capital Markets, a unit of Cleveland-based KeyCorp. Mr. Rana has a "buy" rating on the stock.

Visa expressed disappointment with the court ruling, saying it was "assured by FIFA that the agreement was valid and binding and did not conflict with any of MasterCard's rights."

In its motion for an injunction, MasterCard contended its previous sponsorship agreement with FIFA, which covered the period of 2002 through 2006, gave it right of first refusal for a new contract. MasterCard said FIFA violated those terms by signing a deal with Visa after it had already drafted a new agreement with MasterCard. FIFA disputed that argument, saying it had given MasterCard numerous opportunities to seal a new sponsorship deal. Negotiations for a new agreement fell apart, FIFA contended, due to an unrelated dispute over their logos.

"Because MasterCard and FIFA agreed on all terms of the 2007-2014 MasterCard agreement and the 'final version' of that agreement was sent by FIFA to MasterCard for execution, and the duly executed agreement returned to FIFA, it is fair and equitable that FIFA be required to specifically perform the 2007-2014 MasterCard Agreement," the judge wrote.

MasterCard was aggressive in challenging the sponsorship partly because the loss of the World Cup would mean that the card network wouldn't have sponsorship rights to any major global sports event. Visa owns sponsorship rights for the Olympics through 2012.
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