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Credit and debit cards are used 
for everyday purchases, both 
online and in physical stores, 

in home countries or abroad. When 
it comes to cross-border purchases, 
however, the process can be quite 
complicated - there are a large 
number of players involved, and the 
additional fees and costs are not always 
straightforward. 

In this report, we will guide you through 
the process and economics of cross-
border card transactions and the 

distinctions between payments made 
in a foreign currency and in the home, 
card currency. 

We will explain the different fees and 
costs involved and present some 
analysis of the variation of these costs 
across countries and issuers based on 
FXC Intelligence card pricing data. This 
report will also highlight the benefits 
of providing local currency payments 
and opportunities for merchants and 
payment processors. 
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Introduction
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The process of a cross-border card 
transaction
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Processing cross-border card 
transactions involves a number of 
different players including merchants, 
payment gateways (for online 
transactions), payment processors, card 
networks and banks. Depending on the 
currencies a merchant allows customers 
to pay with, there are generally two 
types of cross-border payments: 

 » Foreign currency transactions – 
cardholder pays in a foreign currency 
which is converted through the card 
network (e.g. Visa, Mastercard).

 » Home, card currency transactions 
– cardholder pays in the currency 
of their card, the foreign currency 
conversion component of the 
transaction is handled by the 
merchant’s payment processor or FX 
partner bank.

Players involved in processing 
card transactions benefit from the 
fees and margins they can charge. 
Depending on which of the two types 
of transaction it is, different players 
have the opportunity to reap the gains 
from the FX conversion component of 
the transaction. In a foreign currency 
transaction, the card issuer and 
card network split the margins; in a 
home, card currency transaction - the 
merchant and its FX partner reap the FX 
revenues. 
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The Process: Foreign Currency 
Transactions

Figure 1 walks through a cross-border 
transaction process where the customer 
pays in foreign currency (USD). The 
process starts with a merchant charging 
a customer for a purchase (in foreign 
currency). The payment gateway acts 
as an online equivalent of a point-of-
sale terminal – it captures the card data 
and sends information to the payment 
processor. 

The payment processor submits 
payment details to the relevant 
card network and acts as a mediator 
between all players. The card network 
then performs the currency conversion, 
makes authorisation requests, and 

communicates information between 
the issuing and acquiring banks.

Authorisation and subsequent 
settlement procedures for cross-border 
transactions can be lengthy and usually 
takes several days compared to instant, 
local transactions.

In a foreign currency transaction the 
card network does the FX conversion 
and the markup passes through to the 
customer via the card issuer. 

Finally, the issuing bank charges the 
customer an overall fee for processing 
a cross-border foreign currency 
transaction. In this type of transaction, 
the card network and card issuer benefit 
from all the cross-border fees. 



Payment 
GatewayMerchantCardholder
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FIGURE 1

Card payment process for a cross-border transaction in a foreign currency

1. Cardholder presents card to merchant.
UK shopper holds GBP card. 

7. Issuing and acquiring 
banks settle the funds.

2. Merchant displays goods 
in the marketplace currency.
Merchant displays 100USD.

3. Payment gateway captures card data and 
sends it to the payment processor.

4. Payment processor submits transactions 
to the Card Network.

5. Card Network performs the currency 
conversion charging interbank rate plus markup.
Network FX rate for the transaction 
=USD/GBP 0.7388. Interbank rate =0.7281.

6. Issuing bank charges 
the cardholder a foreign 
transaction fee.
Issuing bank charges 76.97GBP:
3.5% cross-border fee (%) plus 
0.5GBP fixed cross-border fee.

Issuing Bank
(cardholder bank)

Issuing Bank and Card 
Network split 5.7% of 
transaction in fees and 

FX margin.

Card Network

Acquiring Bank
(merchant bank)

Payment 
Processor

The example tracks a cross-border foreign currency transaction by a UK consumer with a GBP 
denominated card; the USD100 transaction illustrates how different cross-border costs enter the 
process. The maroon boxes mark which players retain the cross-border fees and FX margins.

Flow of data verification.

Flow of responses to requests.

Players retaining fees and FX margin.

KEY
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Cross-border card currency 
transactions

Figure 2 walks through a cross-border 
transaction where the customer pays 
in their home, card currency (GBP). 
The process largely involves the 
same players as a foreign currency 
transaction; however, there are 
additional participants in the process 
who help the merchant to perform 
the currency conversion and allow the 
customer to shop in their card currency. 

In a cross-border card currency 
transaction the payment processor 
performs the conversion and will 

share some of the FX margin with the 
merchant; unlike a foreign currency 
transaction, the FX conversion margins 
do not go through the card network 
nor are they passed on to the customer 
through the card issuer. 

The merchant and its payment partners 
benefit from the margin on the FX 
conversion. This FX margin can be 
sizable (see Figure 2 and Table 1). In 
addition to this FX margin, the card 
issuer may apply a fee, even on cross-
border transactions in the card currency, 
which the customer will see on their 
card statement. 



FIGURE 2
Card payment process for a cross-border transaction in a consumer’s card currency
The example tracks a cross-border transaction in the home, card currency by a UK consumer with a 
GBP denominated card; the example illustrates how different cross-border costs enter the process 
on the way to the transaction (for USD100 of goods) being displayed to the consumer in GBP. The 
maroon and green boxes mark which players retain the cross-border fees and FX margins.

Flow of data verification.

Flow of responses to requests.

Players retaining fees and FX margin.

KEY
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6. FX bank sends Merchant 
Bank 100USD.

1. Cardholder presents card to 
merchant.
UK shopper holds GBP card. 

2. Merchant makes an API call to payment 
processor to get prices in marketplace currency 
and local currency. Cardholder selects preferred 
currency.
Merchant displays 76.33GBP or 100USD. 
Shopper selects GBP.

3. Payment processor performs currency 
conversion and submits converted amount 
to the Card Network.
FX rate for the transaction = USD/GBP 
0.7633. Interbank rate = 0.7281.

Merchant and DCC/
MCC Processor split 
4.8% of transaction 

in fees and FX margin. 
Issuing Bank retains an 

additional 0.5% fee. 

5. Merchant bank sends FX bank 76.33GBP. 

4. Issuing bank charges 
76.33GBP, plus 0.5% 

cross-border fee. 

DCC FX Bank
(payment processor bank)

Acquiring Bank
(merchant bank)

Issuing Bank
(cardholder bank)

Card Network DCC / MCC 
Payment  Processor

Cardholder Payment GatewayMerchant
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The economics of a cross-border 
card transaction
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Teasing out the different fees and 
costs associated with the different 
types of cross-border transactions 
is challenging. To dissect these, we 
extend the example above (Figures 
1 and 2) and align the fees and FX 
margins applied to a cross-border 
transaction made in a foreign 
currency side by side with one made 
in the card currency (Table 1). 

TABLE 1
Example of cross-border transaction costs for a GBP cardholder when making a purchase from 
a US merchant both, in foreign currency (USD) and in the cardholder’s card currency (GBP). In 
the case of foreign currency, the card network and card issuer gather all the cross-border fees, 
whereas for a transaction in the card currency the merchant and its payment partners gather 
the majority of the cross-border fees and margins. The maroon and green boxes highlight the 
beneficiaries of each transaction and refer to the processes in Figures 1 and 2. 

Pay in Foreign Currency (USD) Pay in Card Currency (GBP)

Original transaction USD 100 USD 100

Displayed price USD 100 GBP 76.33

Interbank rate 0.7281 0.7281

Exchange rate* 0.7388
(set by card network)

0.7633
(set by merchant) 

FX margin 1.5%
(applied by the card network)

4.8%
(applied by the merchant / 

processor)
Conversion to GBP GBP 73.88 GBP 76.33

Cross-border fee (%)** 3.5% 0.5%

Cross-border fee (fixed)** GBP 0.5 Nil

Final statement amount GBP 76.97 GBP 76.71

Full cost to Consumer 5.71% 5.36%

Key revenue beneficiary Issuer / Card Network Merchant / Processor

* Exchange rate for an FX transaction is set by card network (e.g. Visa/Mastercard) whereas for a home, card currency transaction it is set by the 
merchant and/or merchant’s payment processing partner.  ** Cross-border fees, percent and fixed, are set by card issuer.
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FX Margins

This is the margin between the mid-
market rate (or interbank rate) and the 
rate charged to consumers to make 
the conversion to the cardholder’s card 
currency (see Table 1 Exchange rate).

For a foreign currency transaction, 
the conversion rate is set by the card 
network (e.g. Visa, Mastercard, American 
Express, etc). In the example in Table 1, 
the card network applies an FX margin 
of 1.5%.

For a transaction in a customer’s home 
card currency, the FX margin is applied 
by the merchant or the merchant’s 
processor when they convert the 
price from the foreign currency to the 
cardholder’s home currency – the FX 
conversion is where the merchant and 
the merchant’s processor make the bulk 
of their margin. In the example in Table 
1, the merchant’s processor applies a FX 
margin of 4.8%. 

Cross-border Issuer Fees

The issuer will often apply one or more 
additional charges to a cross border 
transaction. This is usually a percentage 
and/or a fixed fee. These fees are 
most commonly applied when the 
transaction is in foreign currency. In the 
Table 1 example, for a foreign exchange 
transaction the issuer charges an 
additional 3.5% of the amount (after it is 
converted to GBP by the card network) 
plus another cross-border fixed fee of 
GBP0.5. 

Some issuers also apply such charges 
to transactions placed in a cardholder’s 
card currency. In the Table 1 example, 
for the transaction in the customer’s 
home currency (GBP) the issuer charges 
an additional 0.5% of the amount (after 
it is converted to GBP by the merchant’s 
processing partner). 

Identifying these fees from a card 
programme’s terms and conditions can 
prove difficult. Few issuers explicitly 
break out the fees for cross-border 
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transactions in foreign and home, card 
currency. Often, a generic term such as 
‘cross-border fees’ is used which may 
include either types of fees or both. 

Credit card processing fees

Card processing comes with three types 
of fees for the merchant: processing 
fees, card scheme fees, and interchange 
fees – interchange fees being the largest 
component. These fees are incurred 
by merchants and are not directly 
charged to the consumers. However, 
these are usually passed on through 
other margins, such as FX margins for 
example. 

 » Processing fee - charged by the 
payment provider (processor) for 
processing the transaction.

 » Card scheme fee - charged by the 
card schemes for using their network.

 » Interchange fees - transaction fees 
that the acquiring bank (merchant 
bank) must pay whenever a 

customer uses a credit/debit card to 
make a purchase from their store. 
The fees are paid to the issuing bank 
(cardholder bank) to cover handling 
costs, fraud and bad debt costs and 
the risk involved in approving the 
payment. 

Government taxes

Taxes are further costs that are often 
involved in cross-border transactions. 
In some countries, governments levy 
taxes for online purchases of goods and 
services. These taxes are added on top 
of any fees applied by card issuers for 
cross-border transactions and can span 
the range of 1%-35% of the transaction 
amount. It is therefore important for 
cross-border merchants, payment 
processors, and card issuers to be aware 
of local regulations to understand the 
entire costs consumers will face in 
order to adjust their pricing strategies 
accordingly. For detailed information, 
see our report on cross-border taxes 
for ecommerce sellers and payment 
companies.

https://www.fxcintel.com/research/reports/report-hidden-cost-cross-border-e-commerce-taxes
https://www.fxcintel.com/research/reports/report-hidden-cost-cross-border-e-commerce-taxes
https://www.fxcintel.com/research/reports/report-hidden-cost-cross-border-e-commerce-taxes


INTRODUCTION · TRANSACTION PROCESS · ECONOMICS · VARIATIONS · CONCLUSIONS · ABOUT FXC13

Opportunity for merchant and 
payment processors

The merchant and its payment 
partners benefit from the FX margin 
on the FX conversion. Depending 
on how the merchant and processor 
decide to set their pricing for the FX 
conversion – this FX margin can be 
sizeable. 

Based on the examples we walked 
through above, Table 2 highlights 
the opportunity for merchants and 
payment processors in the FX space. 

TABLE 2

Opportunity for merchants and payment processors

Customer purchase 
currency

Costs to Consumer Opportunity for Merchant / 
Processor

Pays in merchant’s 
base currency 
(e.g. USD)

FX margin - (Card 
Network)

1.5%

FX element is processed by the 
card network and card issuer.

Cross-border fee - (Issuer)
(3.5% of amount after 
network conversion plus 
another GBP 0.5)

4.2%

Full cost 5.7%

Pays in card 
currency 
(e.g. GBP)

FX margin - (Merchant’s 
choice)

4.8%

Merchant has an opportunity to 
match the total costs of a foreign 
currency transaction, or offer lower 
/ higher alternatives. 
The merchant and its payment 
partners in this example retain a 
4.8% margin.

Cross-border fee - (Issuer) 0.5%

Full cost 5.3%

X

✔
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Checkout experience and different 
types of Merchant Pricing

Merchants initially price products in their 
base currency – for instance a US merchant 
will price in USD (as in the examples above). 
Then, depending on their preferred way 
of handling cross-border transactions 
– merchants can offer several different 
checkout experiences:

 » Consumer can pay only in merchant’s 
default currency

 » Consumer can pay in one of several 
currencies (e.g. USD, EUR, GBP but not 
necessarily their card currency)

 » Consumer can pay in either merchant’s 
or their own card currency (e.g. NOK, 
SEK, CHF, MXN, PEN)

These different experiences are 
underpinned by different merchant and 
payment processor solutions (Table 3). 
Depending on the solution, either the card 
network or the merchant and its FX partner 
will perform the FX conversion and benefit 
from the FX margin.

TABLE 3

Merchant Pricing

Currency 
selection

Description Who performs 
currency conversion

Who benefits 
from cross-
border fees

Consumer payment 
option

One Currency Merchants offer a 
default currency only. 
If the cardholder’s 
currency is different, the 
card network performs 
the conversion.

Card Network 
(i.e. Visa / 
Mastercard)

Card issuer and 
Card Network

Can pay in foreign 
currency only.

Multiple 
Currencies

Multi-Currency Pricing 
(MCP): Merchants set 
the prices for goods 
or services in different 
currencies.

Payment processor / 
Banking partner

Merchant and 
their Payment 
processor 
/ Banking 
partner

Can pay in a 
selection of 
currencies, which 
may or may not 
include the card 
currency.

Multiple 
Currencies

Multi-Currency 
Conversion (MCC): 
Merchants display 
all product pricing 
in consumers’ local 
currency.

Payment processor / 
Banking partner

Merchant and 
their Payment 
processor 
/ Banking 
partner

Has the choice to 
pay in the card 
currency or foreign 
currency.

Multiple 
Currencies

Dynamic Currency 
Conversion (DCC): 
Solution offered by 
payment processors 
allowing merchants 
to offer consumers to 
choose the currency at 
checkout.

Payment processor / 
Banking partner

Merchant and 
their Payment 
processor 
/ Banking 
partner

Has the choice to 
pay in the card 
currency or foreign 
currency.
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Variations in cross-border card fees
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At FXC Intelligence, we have built up 
a dataset of pricing and transaction 
data for around 900 card issuers and 
over 12,000 card programmes in 
more than 120 countries. We collect 
and analyse terms and conditions 
for card issuers across the world to 
compare the indicated rates for cross-
border transactions against the fees 
recorded on our own database of actual 
transactions. In this section we will 
present some country-level data as well 
as fees charged by individual issuers.

Figure 3 presents cross-border charges 
as a percentage of the total transaction 
amount across different countries and 
issuers. A key takeaway highlighted 
here is that the full costs incurred by 
consumers vary significantly across 
countries - this is illustrated by the 
market medians of the costs of 
foreign currency transactions. Another 
important finding is that there is 
considerable variation amongst the fees 
charged by issuers within each country 
as indicated by the range of blue marks.

FIGURE 3
Full costs of cross-border transactions in a foreign currency covering over 100 
countries. The countries are ranked by the highest to lowest median full cost 
across all the issuers in each country.

Highest cost 
countries

Lowest cost 
countries
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Source: FXC Intelligence card and transaction data covering 120 countries. 
FXC Intelligence clients can access the underlying data and see each card programme and issuer by name.



INTRODUCTION · TRANSACTION PROCESS · ECONOMICS · VARIATIONS · CONCLUSIONS · ABOUT FXC17

In the chart illustrated in Figure 
4, we look at the fees for cross-
border foreign and home currency 
transactions across more than 100 
countries. Consumers by and large 
face higher issuer charges for FX 
transactions. The full cost of a foreign 
currency transaction incorporates the 
FX markup and any additional fees 
charged by card issuers. 

For home currency transactions in 
Figure 4, the data includes the fees 
charged by the card issuer only and 
excludes the FX markups which 
are attributed to the merchant and 
its payment or bank partner. By 
removing the merchant component 
of the costs, we are able to look 
exclusively at the costs imposed by 
the issuer when consumers pay in 
foreign and card currency. However, 
it is worth noting that merchant 
markups –- DCC / MCC / MCP 
conversion margins – can be sizeable. 

FIGURE 4

Comparison of issuer charges for transactions in foreign 
currency and card currency across over 100 countries

Paying in Foreign Currency Paying in Home Currency
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Higher cost 
paying in foreign 
currency

Higher cost 
paying in home 
currency

Same cost

Source: FXC Intelligence card and transaction data covering 120 countries. 
FXC Intelligence clients can access the underlying data and see each card programme and issuer by name.



INTRODUCTION · TRANSACTION PROCESS · ECONOMICS · VARIATIONS · CONCLUSIONS · ABOUT FXC18

To illustrate some examples of the 
different types of fees for individual 
issuers, we will present charges 
from a card issuer in the following 
countries: Brazil, Peru, Australia, 
Switzerland, and Austria. 

Figure 5 shows the full cost of cross-
border transactions for a bank within 
each of the five aforementioned 
countries - the blue bars represent 
the full cost of transactions in 
foreign currencies and the grey bars 
represent the full cost of transactions 
in the local, card currency.

FIGURE 5

Full costs of overseas transactions in foreign currency versus 
home currency for issuers in Brazil, Peru, Australia, Switzerland 
and Austria
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Source: FXC Intelligence card and transaction data covering 120 countries. 
FXC Intelligence clients can access the underlying data and see each card programme and issuer by name.
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Figure 5 again illustrates that fees 
charged by card issuers for cross-border 
transactions vary across countries and 
across issuers – for example, Issuer 1 
in Brazil charges 7.3% whereas Issue 
5 in Austria charges only 2.0%. It is 
also more common for card issuers to 
charge customers lower fees, or no fees 
at all, for cross-border transactions in 
local currency than in foreign currency.
Overall, there is great unpredictability 
for the consumer, particularly in some 
countries, when it comes to the fees 

they’re charged for FX transactions. 
One reason for these fluctuations is 
the fact that the full costs also include 
FX markups as discussed in the section 
above. The card networks (e.g. Visa, 
Mastercard etc) can vary their FX rates 
and FX margins substantially on a day-
to-day basis for any given currency pair 
(Figure 6). 
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Figure 6 shows the weekly average 
FX margin for three currency pairs 
charged by Visa for the duration 
of 2020. The margin fluctuates 
considerably for each currency 
pair. This adds uncertainty as to 
the full cost of a transaction for 
consumers as they do not usually 
know these network rates until they 
see them after the fact on their bank 
statements.

FIGURE 6

Visa’s FX margins for three currency pairs (CHF-AUD, GBP-BRL, 
SGD-NOK)
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Conclusions
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The analysis presented in this report casts a 
light on cross-border card transactions and the 
technicalities of the process, fees, and costs 
involved.

The players involved in processing cross-
border transactions in both foreign currency 
and a customer’s card currency are largely 
similar. The main difference is who performs 
the currency conversion and therefore reaps 
the revenues associated with it. In the case 
of a foreign currency transaction, the card 
network performs the currency exchange 
and retains a FX margin  and the card issuer 
charges a fee for processing the cross-border 
transaction. Whereas, in the case of a cross-
border transaction made in the card currency, 
the merchant and payment processor set the 
FX rate and therefore have the opportunity to 
earn the FX margin. 

The opportunity for a merchant and payment 
processor to allow the customer to pay in their 
home, card currency can be considerable. 

Looking at fees and charges for cross-border 
transactions across over 100 countries – we 
have seen that these vary considerably both 

across countries and across issuers within any 
country. 

This variability and the relatively higher 
costs applied by the card network and 
card issuer for FX transactions presents a 
sizeable opportunity for merchants and their 
processing partners to allow the consumer to 
shop in their home currency. 

In addition, when the card networks make the 
FX conversion this can add further uncertainty 
for the consumer given that these rates are 
usually known after the fact and that the FX 
margin on the rates for any given corridor 
can fluctuate considerably day-to-day, 
week-to-week. Combined, the issuer fees 
and FX margins can lead to significant cost 
uncertainties for the consumer.

Some parallels can be drawn between cross-
border card transactions and cross-border 
money transfers. The commission for both 
will depend on the currency being transferred 
or paid into, the country of the transfer or 
payment, and whether the money is being 
transferred from a bank account or credit/debit 
card. However, money transfer services usually 
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state upfront the exact fees and exchange rate 
that will be charged to transfer the money.
 
The EU has taken steps to help limit the 
cost uncertainties to consumers when 
making cross-border transactions. In 2020 
it introduced new regulations to bring about 
full disclosure of fees and conversion costs. 
However, this still remains a challenge for 
many providers.

Why is there so much uncertainty when 
it comes to charges for cross-border card 
transactions? Some potential factors 
contributing to the variability and uncertainty 
of cross-border card transaction fees include:

 » There are a large number of players 
involved at different stages of processing 
cross-border card transactions, each 
charging a small fee for the services 
provided.

 » The FX margins vary significantly across 
card networks, across different currencies, 
and across the same currency on different 
calendar days.

 » The fees and charges stated in card issuers’ 
terms and conditions often understate the 

costs consumers will ultimately face.

Providing consumers the option to pay in 
their home currency is a good opportunity to 
reduce uncertainty for consumers as they are 
able to see the cost of purchases imposed 
by the merchant and its payment partners in 
advance. Furthermore, understanding all costs 
consumers face in cross-border transactions 
help merchants, payment processors, and FX 
partners optimise their pricing strategies and 
benefit from a potential FX margin.

https://www.fxcintel.com/research/analysis/analysing-the-eu-regulations-on-cross-border-payments
https://www.fxcintel.com/research/analysis/analysing-the-eu-regulations-on-cross-border-payments
https://www.fxcintel.com/research/analysis/cross-border-card-transactions-dont-believe-the-tcs
https://www.fxcintel.com/research/analysis/cross-border-card-transactions-dont-believe-the-tcs
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FXC Intelligence is the leading specialist provider of cross-border payments data. 

Serving the global payments, e-commerce and cards industries, FXC Intelligence’s clients include 
the world’s biggest banks and payment companies, as well as top-tier technology companies, 
investors and regulators. 

Founded in 2014 by global payments authority Daniel Webber, the company has developed 
a unique set of enterprise-grade financial datasets, which it continues to develop and expand. 
Such data is becoming increasingly vital to the global payments industry, proving critical to 
management teams in a sector that is becominging ever more competitive and growth-oriented. 

Accessed via FXC Intelligence’s webportal or API, FXC includes analysis based on thousands of 
different data sources that provide a clear, accurate and contextualised picture of the global 
payments space. Our credit and debit card cross-border pricing data is global in coverage, 
including over 850 issuers across more than 12,000 card programs, 100 currencies and 120 
countries.

Download some of our other recent reports: 
The 2021 Cross-Border Ecommerce Market Map | The Hidden Costs of Cross-Border Ecommerce

About FXC Intelligence

Get the latest global payments news 
and analysis. 

Sign up to our weekly newsletter >

Find out how our payments data can 
help your business. 

Email FXC Intelligence >

London | Washington DC

https://www.fxcintel.com/research/reports/2021-cross-border-ecommerce-market-map
https://www.fxcintel.com/research/reports/report-hidden-cost-cross-border-e-commerce-taxes
https://www.fxcintel.com/newsletter
mailto:sales%40fxcintel.com?subject=
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Cristina is a Research Analyst at FXC Intelligence. 

She focuses on the key trends driving global payments such as the 
emergence of mobile money and mobile wallets the increasing use of 
dynamic pricing. 

Before joining FXC Intelligence, Cristina worked at a research consultancy. 
Cristina has a degree in Economics and Business from University College 
London.
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