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What Debit Migration Means for Merchants




The payments world is shifting. With Capital One’s acquisition of Discover
now closed (May 2025) and the gradual migration of its debit portfolio
from the Mastercard network over to Discover, the consequences for
merchants are not just theoretical—they're arriving now. Understanding
what this means for your costs, operations, and strategy isn't optional if
you care about margins.

Here's what every merchant (or payments leader in a merchant business) needs to
know—and what to DO about it.

What Makes Different
vs traditional Visa / Mastercard

Visa/Mastercard Discover (Three-Party / House-
(Four-Party Model) Network Model) & Capital One's
New Role
Regulation & Debit transactions by big Discover operates (historically)
Interchange issuers are regulated under outside some of those four-party
Caps Regulation 11 / the Durbin constraints because it's a three-
Amendment, which caps party network (issuer + network).
debit interchange (for large That gives room for higher debit
institutions) at ~0.05% + $0.21 interchange / pricing. With Capital
per transaction (plus modest One owning Discover, more of
fraud add-ons). This puts a hard its debit volume may route over
ceiling on what issuers can Discover’s rails (which are less
charge merchants via regulated regulated or not subject to the
four-party networks. same caps).
Routing Under Durbin / Reg I, large- As Capital One shifts more debit
Choice / Dual issuer debit cards must support to Discover (and owns or controls
Network at least two unaffiliated some of those rails/networks like
Requirement networks (one probably Pulse), practical flexibility to choose
being Visa or Mastercard) so between networks may narrow.
merchants have some routing Even where dual networks exist,
flexibility, e.g. via least-cost incentives may favor routing on
routing (LCR). Discover or other house networks.
Cost / Because of regulation, Discover tends to charge more
Interchange merchants have predictable on debit under its network
Fee Levels upper bounds on what they'll model. Early data suggests that
pay for regulated debit on Visa/ merchants’ effective cost for
MC rails. Also, many merchants Capital One debit transactions
have understood or negotiated may increase as volume shifts.
rate structures, assuming that
kind of regulated debit mix.

www.thoughtfocus.com



Visa/Mastercard

(Four-Party Model)

Discover (Three-Party / House-
Network Model) & Capital One's
New Role

Acceptance Visa/MC are nearly ubiquitous Discover’'s domestic U.S. coverage
/ Network globally, well-known among is strong; international acceptance
Reach consumers; international / is more limited relative to Visa/
cross-border acceptance, co- MC, though improving. For some
branding, etc., very mature. merchants (especially those with
cross-border or tourist exposure),
this may matter.
Dispute / Both Visa/MC have well- Discover'’s rulebooks, reason codes,
Chargeback documented, mature dispute timeline, etc., potentially differ.
/ Rule frameworks, somewhat consistent With more volume routed via

Differences

Discover, merchants will need to
adapt dispute workflows, internal
chargeback prevention, etc.

expectations across issuers and
acquirers. Merchants have built
operations, SLAs and tech to
manage chargebacks.

What Debit Migration Means for Merchants

Signals We're Seeing in the Market

Cost increases: Some merchants report that as Capital One debit BINs convert to Discover
debit BINs, the effective interchange + network fees are rising—sometimes by a few basis points
(3-5 bps or more) on the debit component. That may look small per transaction but scales.

Shifts in routing / mix: Discovery of new Discover BINs in settlement data; drop in volume
on older, regulated Capital One / Mastercard debit BINs. Some merchants are seeing that more
of their Capital One debit traffic is routing over Discover rails.

BIN misclassification risk: Merchant processors / reporting tools sometimes misclassify
newly migrated BINs (e.g., treat Discover debit as credit, or fail to map correctly) which

affects both fee modeling and routing logic. That can lead to overpayment of fees, poor cost
forecasting, or even compliance/reporting errors.

Least-cost routing (LCR) under pressure: Where routing choice is still available,
merchants are pushing acquirers / gateways to ensure their stacks support LCR especially for
debit to avoid being forced onto higher-cost rails. But evidence suggests in some cases routes
are becoming narrower or defaults are shifting.

Projected revenue lift for Capital One / Discover: Some estimates suggest that
migrating debit volume gives Capital One/Discover the ability to earn hundreds of millions
to perhaps ~$1B+ in incremental interchange revenue. That's because many of the migrated
transactions move from regulated debit cost to the less-regulated Discover mode.

These shifts are still early and vary by merchant vertical, geographies, payment channel, and
existing routing/negotiation leverage.
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What Merchants Should

Practical Steps to Track, Model, and Manage the Effects

If we were advising a payments leader, here's a checklist of what
to act on immediately and in the near term:

Action

Set up BIN/
Network Mix
Monitoring

Model the
Financial
Impact

Review & Push
for Least-Cost
Routing (LCR)
Fidelity

Update BIN
Intelligence
& Reconcile
Regularly

Revise
Dispute /
Chargeback
Handling
Protocols

Why It Matters

To detect how much of
your Capital One debit
volume is moving to
Discover / house rails.
Without data, you can't
mManage price creep.

Even small increases
per-transaction

add up. Knowing
worst- / likely-case
scenarios helps with
pricing, budgeting,
negotiating.

To avoid unnecessary,
overpay. If your gateway,
acquirer, POS stack do not
enforce LCR / have dead
or preferential routing,
you could be locked into
higher cost rails.

Misclassifications drive
extra costs and hide
change in mix.

If more transactions
are Discover, you'll
need to be familiar
with Discover’s rules,
timelines, reason
codes, and operational
quirks to avoid losing
disputes.

How to Execute / Tooling

Build dashboards (or ask your provider)
that show: BIN ranges by issuer &
network, actual clearing network vs
expected, monthly trend. Flag when
Discover debit rises past thresholds (e.g.,
+5pp in mix) that impact margin.

Take your current capital one debit
volume x average transaction size x
current effective fee. Model bump
scenarios (e.g., +3 bps, +5 bps, +10 bps)
depending on channel. Also separate
CNP vs card-present, because routing
and interchange may differ.

Build dashboards (or ask your provider)
that show: BIN ranges by issuer &
network, actual clearing network vs
expected, monthly trend. Flag when
Discover debit rises past thresholds (e.g.,
+5pp in mix) that impact margin.

Maintain an up-to-date BIN table (or
use a BIN intel service), verify product
type (debit vs credit vs prepaid), map
to network, channel, region. Perform
audits between what you expect vs
what clearing reports.

Train internal teams / outsource
partners on Discover'’s dispute
rulebook. Update templates, repricing
for “irreversible vs reversible” dispute
windows. Ensure documentation and
data capture are adequate to support
dispute defense.
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Action Why It Matters
Negotiate Your pricing contract;
Acquirer / often assume a certain
Processor regulated-debit mix. As
Contracts with mix shifts, acquirers may
New Reality also face cost shifts—and

you should share in or
protect against those.

Communicate This change touches many

with parts of the business.

Stakeholders Poor coordination

(Finance, causes surprise costs or

Operations, reputational risk (e.g.,

Legal customer card declines
due to acceptance).

What to Watch Next

Regulatory & Network Strategy Developments

A few levers are still in motion, which could
make things significantly better or worse
for merchants:

Network adoption / Discover'’s
expansion of acceptance globally

If Discover improves its global (cross-border)
acceptance and reciprocity or build-outs, that
reduces merchant acceptance risk / cost of
accepting Discover cards. Ad-hoc foreign ATM
/ POS acceptance can affect merchants with
international clientele or tourism.

Acquirer / Processor technology

& contracts

How aggressively acquirers or gateways adapt
routing infrastructure, tokenization, PINless
debit, etc., will influence the degree to which
merchants can retain routing flexibility. Some
players may push ahead quickly, others more
slowly.

How to Execute / Tooling

Use your data to forecast how your
effective rates will trend. In renewal
conversations, bring this up explicitly.
Explore risk sharing (e.g. caps on fee
increases tied to Discover-debit mix).
Make sure pricing schedules / tiering
reflect network mix sensitivities.

Share impact forecasts with finance
teams; operations teams need to know
about routing changes, BIN updates;
legal / compliance should review
network classification and regulatory
risks. Possibly updating pricing to end-
customers if necessary.

Regulation Il / Durbin Amendment
litigation & fed standard changes

A court ruling in August 2025 vacated a

Fed standard for debit fee caps, injecting
uncertainty. If new rules are enacted, they
could limit Discover’s ability to charge higher
rates, or impose new caps/rules on routing.

Competitive responses

Visa, Mastercard, and other networks may
change their pricing, routing incentives, or
offer new routing tools to hold onto debit
volume. Merchants should monitor their
behavior (for example, Visa offering more
favorable routing terms or rebates).

Merchant / Industry pushback and
legal / regulatory scrutiny

Expect more attention from trade
associations, merchants’ coalitions and
possibly regulators if costs spike broadly, or
if routing choice is seen to erode unfairly.
Transparency in fees, routing and disputes
may be under more regulatory glare.

www.thoughtfocus.com



How We Are Helping
Merchants

Here's where the story gets personal (or can):

For merchants, especially those with thin margins (e.g.,groceries, high frequency
small ticket retail, restaurants), even a 3-5 basis point increase on a large debit volume
can mean millions in incremental cost annually. Ignored, this eats into profitability, or
forces raising prices or absorbing the cost.

But it's not all doom — migration also presents opportunities:

& ) &

1. Leverage data 2. Differentiate via 3. Build transparency
& intelligence payment experience into contracts
Merchants who track network Those who maintain multiple Use this moment to insist
miXx, BINs, and routing early are network options, support on clarity from processors/
at a competitive advantage— PINless and optimize routing acquirers on how routing,
they can anticipate cost shifts are likely to win lower cost and fees, and network shifts are
and negotiate from strength. better conversion / acceptance. handled.

At Thought
We help merchants by building real-time payment intelligence:

monitoring BIN & network shifts, modeling fee impact, and giving actionable alerts
when your debit mix moves or when new Discover BINs show up. We also help
negotiate better acquirer / processor contracts based on data rather than estimates.

We partner with gateways and POS vendors to ensure LCR remains robust, and that
switching logic, fallback logic, and routing preferences are transparent and auditable.
Finally, we provide training and operational tools, so merchant teams are prepared for
Discover’s dispute rules, reason codes, and timelines to avoid leakage and unexpected
losses.

Have you started to see Discover debit show up more
in your BIN data or settlement files? What impact are

Qu eStio ns you seeing on cost or routing flexibility?

We'd love to hear your perspective.

fO I" Ou r Reach out to us at info@thoughtfocus.com
to share your experience or continue the

' n etwo r k conversation directly.
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Sanjib Banerjee Leah Flacco

SVP, Head of Payments Director, Payments Transformation

sanjib.banerjee@thoughtfocus.com leah.flacco@thoughtfocus.com
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