
WEEKLY REVIEW CONTENTS

FG ADVISORS: INVESTMENT BANKING SERVICES
FG SOLUTIONS: STRATEGIC CONSULTING SERVICES

Weekly Specialty Finance Industry Review

March 8thςMarch 14th, 2010 (Week 10)

ÁWeekly Economic Review 2

ÁSpecialty Finance Headlines

ςCredit Cards 6

ςAuto Finance 7

ςStudent Loans 8

ςOther Consumer Finance 9

ÁSpecialty Finance Industry Common 10
Stock Comparison (Public Comps)

Page

1

Disclaimer:  This analysis ("Analysis") was created by an affiliate of FG Companies, LLC. FG Companies, LLC and its affiliates ("FG Entities") do not 
assume responsibility for the accuracy or completeness of the information in this Analysis nor any by-product of such information thereof. Certain 
results in this Analysis are forward-looking.  These forward-looking results are subject to risks and uncertainties that may cause actual results to differ 
materially from the results in this Analysis. No expressed or implied representations or warranties with respect to the accuracyor completeness of any 
information, assumptions, forward-looking statements, or results contained in this Analysis are made by any FG Entities.

CONTRIBUTORS
Kai L. Chan, PhD
Associate & Economist
(212) 273-3108
kchan@fgcompanies.com

Kyle W. Duke
Associate
(212) 273-3105
kduke@fgcompanies.com

Talal Khan
Analyst
(212) 273-3107
tkhan@fgcompanies.com

For more information about 
FG Companies contact:
Dan Pillemer
Managing Principal
(212) 273-3101
dpillemer@fgcompanies.com

www.fgcompanies.com



The nascent recovery:
ÁGDP growth in 2009Q4 (5.9%) was boosted by a large inventory adjustment. The Census Bureau 
released a report last week showing that inventory levels regained normal levels in January; i.e. Q1 
GDP growth will not benefit from inventories adjustments. This, along with a cessation of government 
support to the economy (both directly, through its fiscal spending, and indirectly through its subsidy of 
the credit markets) will mean that GDP growth in 2010 is likely to remain flat
ÁAlthough we are now likely in the 6th month of a recovery (the NBER has yet to officially declare the 
end of the recession), the economy remains weak and consumers and businesses alike have yet to 
return to business-as-usual mode

o Banks and other credit providers may find the strength of the recovery modest as 
unemployment, and ergo problem loans, tend to lag the business cycle. Although it appears 
that the worst has passed for delinquencies and charge-offs in the consumer space, they 
remain at elevated levels. Moreover, with unemployment expected to remain high (only a 
modest decrease in the unemployment rate is expected this year as the overall economy is 
expected to produce only sluggish growth) the incidence of problem loans will remain near 
their record highs, even as they have stopped deteriorating
o A compounding factor is that commercial delinquencies tend to lag consumer 
delinquencies, so even as problem consumer loans may have crested, commercial problem 
loans have likely yet to peak   

Macroeconomic indicators:
ÁThe University of Michigan consumer sentiment index for March came in lower than expected at 
72.5, representing a 1.1 point drop from its level in February. Markets were expecting an increase, but 
it seems that the public has yet to feel the end of the recession (as Larry Summers remarked a while 
ōŀŎƪΣ ǿŜ ŀǊŜ ƛƴ ŀ άǘŜŎƘƴƛŎŀƭ ǊŜŎƻǾŜǊȅέ ōǳǘ ŀ άƘǳƳŀƴ ǊŜŎŜǎǎƛƻƴέύ
ÁBusiness confidence is also subdued. Notably, there has been a bifurcation in recovery performance 
with big business performing better than their small business counterparts. Although credit conditions 
have eased, this has only been true for large businesses, whom have the ability to tap the credit 
market; small businesses are having a more difficult time accessing credit
ÁRetail sales (inclusive of food services and gasoline) in February rose 0.3% from its January level 
(seasonally adjusted) representing a y-o-y 4.5% increase. At $355.5bn, retail sales are still below their 
pre-recession level when it peaked at $379.8bn. When the auto sector is taken out of the equation 
CŜōǊǳŀǊȅΩǎ ǊŜǘŀƛƭ ǎŀƭŜǎ ǘƻǘŀƭ ϷнфтΦтōƴΦ ¢ƘŜ ŀŘƧǳǎǘŜŘ ǊŜǘŀƛƭ ǎŀƭŜǎ ŦƛƎǳǊŜ όŀǳǘƻ ŀƴŘ ŀǳǘƻ-related sales are 
highly volatile) peaked in July 2008, a full 8 months after the unadjusted number peaked

Federal Reserve:
ÁJanet Yellen, president of the San Francisco Federal Reserve Bank, was nominated by Barak Obama 
to the position of vice chairman of the Federal Reserve. Yellenhas been one of the most respected 
voices amongst the presidents  of the regional Fed banks and it would not be a far stretch to assume 
that she would assume the role of chair after Bernanke finishes his term. Yellenhas an impeccable 
academic background and is married to an economics Nobel laureate (George Akerlof). Her position on 
monetary policy is perceived to be more of an inflation dove insomuch that she is more sympathetic to 
inflation relative to some of her peers at the Fed (e.g. Poole of the Saint Louis Fed)
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Housing 
ÁMortgage equity withdrawal (MEW) in Q4 of 2009 was estimated at minus $75bn according to some 
back-of-the envelope calculations by CalcuatedRisk, an economics and finance blog, using flow of 
funds data from BEA. MEW is often described as the home equity ATM as households withdrew from 
the equity in their homes during the boom years to help finance their personal expenditures, much of 
which was used to pay down more expensive forms of household debt (e.g. credit card debt)
ÁApproximately $200bn of mortgage debt was written off in 2009

Trade deficit:
ÁThe Census Bureau reported a trade deficit of $37.3bn for the month of January, with imports valued 
at $180.0bn and exports at $142.7bn. Total trade flows are still well off their pre-recession level and 
the low value of the US dollar has not spurred a large boost to net exports
ÁThe trade deficit shrank in January as imports fell for the first time in five months. The gap shrank 
6.6% to $37.3 billion from $39.9 billion in December thanks to a drop in  crude oil demand. However, 
exports also decreased as a result of fewer shipments of aircraft and autos
ÁHousehold wealth grew in Q4 at a slower pace, held back by depressed home values. Net worth for 
households and non-profit groups rose by $700bn to $54,200bn marking a 3rd consecutive gain, 
ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ Cƭƻǿ ƻŦ CǳƴŘǎ ǊŜǇƻǊǘΦ ²ŜŀƭǘƘ ƘŀŘ ǇǊŜǾƛƻǳǎƭȅ ƛƴŎǊŜŀǎŜŘ ōȅ ϷнΦту 
trillion in the third quarter

Unemployment:
ÁMichigan recorded an unemployment rate of 13.3% for 2009, making it by far the worst suffering 
ǎǘŀǘŜ ǿƛǘƘ ǊŜƎŀǊŘǎ ǘƻ ƧƻōƭŜǎǎƴŜǎǎΦ ¢ƘŜ ǇƛŎǘǳǊŜ ƛǎ ŜǾŜƴ ƳƻǊŜ ƎǊƛƳ ǿƘŜƴ ŎƻƴǎƛŘŜǊƛƴƎ ǘƘŜ ǎǘŀǘŜΩǎ 
άǳƴŘŜǊŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜέΣ ŀǎ ƎƛǾŜƴ ōȅ ǘƘŜ .[{Ωǎ ά¦сέ ƳŜŀǎǳǊŜ όǿƘƛŎƘ Ŏƻǳƴǘǎ ŀǎ ǳƴŜƳǇƭƻȅŜŘ 
discouraged workers as well as those involuntarily working part-time hours rather than full-time 
ƘƻǳǊǎύΦ .ȅ ǘƘŀǘ ƳŜŀǎǳǊŜΣ aƛŎƘƛƎŀƴΩǎ ǳƴŘŜǊŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛƴ нллф ǿŀǎ нмΦр҈Φ /ŀƭƛŦƻǊƴƛŀ ǿŀǎ ǘƘŜ 
second worst state when considering underemployment in 2009 at 21.1%, although its official 
unemployment rate was 11.3% in 2009, which was eclipsed by Oregon and South Carolina, and was 
tied with Nevada
ÁThe unemployment situation is expected to improve marginally over the next little while due to the 
American Census. The Census Bureau is expected to hire 50,000 in February and 100,000 in March to 
ǇŜǊŦƻǊƳ ǘƘŜ ƴŀǘƛƻƴΩǎ ŘŜŎŜƴƴƛŀƭ /ŜƴǎǳǎΦ ¢ƘǳǎΣ ǘƘŜ ƘŜŀŘƭƛƴŜ ƴǳƳōŜǊǎ ŦƻǊ Ƨƻō ŎǊŜŀǘƛƻƴ ƛƴ ǘƘŜ ƴŜȄǘ ǘǿƻ 
months is expected to be on the rosy side

State of households:
ÁAccording to the Federal Reserve, total household debt fell (which includes mortgage and credit card 
debts), fell  by 1.7% in 2009. Total debt was $13.5 trillion in 2009, or $43,874 per person

o One perspective is to note that households are paring down on their debt, however, that 
view should be taken with a grain of salt. What the data may be reflecting is that more 
households are now defaulting on their debt and having that debt charged off by creditors. 
Once debts are charged off they no longer appear in the balance sheet of  the creditors, and 
ƴŜƛǘƘŜǊ ŀǊŜ ǘƘŜȅ ŎƻǳƴǘŜŘ ƛƴ ǘƘŜ CŜŘΩǎ ƭŜŘƎŜǊǎ

ÁAmerican households are trimming debt as they try to repairs their balance sheets as a result of the 
wealth destruction from the recession. The need to replenish savings combined with the loss of 8.4 
million jobs means household spending, the biggest part of the economy, will be weak, meaning the 
recovery is not likely to be as strong as previous recoveries

Á
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Top left: The financial obligations ratio (FOR) of renters is at close its historical long-term value. Sources: FRB, NBER. Top 
right: The FOR of homeowners has fallen considerably but still high relative to historical values. Sources: FRB, NBER. Middle 
left: Time series of delinquencies for various forms of consumer credit. Source: FRB, NBER.Middle right: Bank 
delinquencies since the recession began for various loan types. Source: FRB. Bottom: Household debt growth split by 
mortgage debt and consumer credit ςconsumer credit has contracted more sharply. Source: BEA.
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Top left: Charge-offs for various forms of consumer credit ςcards have the highest charge-off rate by far. Sources:  FRB, 
NBER. Top right: Bank charge-offs for various loan types. Sources: FRB, NBER.Middle left: Time series of unemployment 
and credit card charge-off rate. Sources: FRB, NBER.Middle right: Time series of y-o-y changes in unemployment and card 
charge-off rate (the correlation is much stronger when comparing rates of change). Source: FRB, NBER. Bottom: 
Consumer borrowing in mortgage and credit  - mortgage borrowing turned negative faster than credit. Source FRB.
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FTC takes action against deceptive credit report narketing
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ÁAlthough its credit delinquency rate may have leveled off, Discover Financial Services ςǘƘŜ ƴŀǘƛƻƴΩǎ 
6th largest card issuer ςis boosting its reserves to cover loans deemed uncollectible by $305 million, 
and it expects to report a first-quarter loss of 22 cents to 23 cents per share
ÁDiscover said the rate of borrowers becoming 30-days delinquent is estimated to be about 5%, a 

reduction of 25 basis points from the fourth quarter of 2009
Á5ƛǎŎƻǾŜǊ ǊŜƳŀǊƪŜŘ ƛƴ ŀ ǎǘŀǘŜƳŜƴǘ ǘƘŀǘΣ ά.ŀǎŜŘ ƻƴ ŎǳǊǊŜƴǘ ŎǊŜŘƛǘ ǇŜǊŦƻǊƳŀƴŎŜ ǘǊŜƴŘǎ ǿƛǘƘƛƴ ƛǘǎ ƭƻŀƴ 

portfolio, the company believes that the amount of delinquent loan balances may have peaked in 
ǘƘŜ ŦƻǳǊǘƘ ǉǳŀǊǘŜǊ нллфΦέ
ÁAnalysts generally predicted 9 cents per share profit for Discover, far from the 22 to 23 cents per 

share loss estimated by the card issuer
Á5ƛǎŎƻǾŜǊ ǎŀƛŘ ǘƘŜ ƛƴŎǊŜŀǎŜǎ ƛƴ ǊŜǎŜǊǾŜǎ ŀƎŀƛƴǎǘ ŎǊŜŘƛǘ ƭƻǎǎŜǎ ǿŀǎ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ŀ άƴŜǿ ŀƴŀƭȅǘƛŎŀƭ 
ǇǊƻŎŜǎǎ ǘƘŀǘ ŜƴƘŀƴŎŜǎ ƳŀƴŀƎŜƳŜƴǘΩǎ ŀōƛƭƛǘȅ ǘƻ ŜǎǘƛƳŀǘŜ ƛƴŎǳǊǊŜŘ ƭƻǎǎŜǎ ƻƴ ƴƻƴ-delinquent 
ŀŎŎƻǳƴǘǎέ
ÁDiscover projects that its first quarter net principal charge-off rate for its Direct Banking segment will 

be about 8.5%, up from 8.43% in the fourth quarter 2009. Discover plans to report first quarter 2010 
results after the close of trading on March 16

Source: Ecreditdaily.com

Discover Card issuer expects 1Q loss, boosts credit reserves

ÁIn an effort to protect consumers, the Federal Trade Commission has taken action against websites 
ŀŘǾŜǊǘƛǎƛƴƎ άŦǊŜŜέ ŎǊŜŘƛǘ ǊŜǇƻǊǘǎ ǘƘŀǘ ƻŦǘŜƴ ŎƻƳŜ ǿƛǘƘ Ŏƻǎǘƭȅ ŎǊŜŘƛǘ-monitoring services
ÁStarting April 1, websites that offer these reports will be required to post a disclosure directing 

visitors to the government-endorsed AnnualCreditReport.com
ÁRadio and television advertisements will be required to disclose the federally-authorized source 

beginning in September. This action by the commission was required under the Credit Card 
Accountability, Responsibility and Disclosure Act of 2009 (a.k.a. the Credit CARD Act)
ÁConsumers are entitled to one free report from each of the three credit bureaus during a 12-month 

period. It's recommended that cardholders stagger the requests by four months in order to get an 
updated snapshot of their credit activity throughout the year
ÁSo-ŎŀƭƭŜŘ ŦǊŜŜ ǎƛǘŜ ƻǇŜǊŀǘƻǊǎ ƻŦǘŜƴ ǳǎŜ ŀ ǇƛǘŎƘ ƭƛƴŜ ŀƪƛƴ ǘƻΥ άLƴŦƻǊƳŀǘƛƻƴ ƛƴ ŎǊŜŘƛǘ ǊŜǇƻǊǘǎ Ƴŀȅ ŀŦŦŜŎǘ 

whether consumers can get a loan or a job, so it is important that consumers check their credit 
ǊŜǇƻǊǘǎ ŀƴŘ ŎƻǊǊŜŎǘ ŀƴȅ ƛƴŦƻǊƳŀǘƛƻƴ ǘƘŀǘ ƛǎ ƛƴŀŎŎǳǊŀǘŜΦέ
ÁBy monitoring their credit, consumers may be able to protect themselves from mistakes that can be 

damaging to their credit score. They're also more likely to notice and take action against fraudulent 
accounts that may have been opened under their identity

Source: CreditFyi.com



ÁGMAC has received roughly $17.2bn in federal funding, but according to the Congressional 
Oversight Panel (COP), the finance firm has yet to establish a viable business plan. During its latest 
hearings, the panel suggested possibly breaking GMAC up and forcing portions to return to GM
ÁLƴ ŀ ǎǘŜǊƴ ǊŜōǳƪŜΣ ǘƘŜ /ƻƴƎǊŜǎǎƛƻƴŀƭ hǾŜǊǎƛƎƘǘ tŀƴŜƭ ǊŜƳŀǊƪŜŘΥ ά¢ƘŜ ǇŀƴŜƭ ƛǎ ŘŜŜǇƭȅ ŎƻƴŎŜǊƴŜŘ ǘƘŀǘ 

Treasury has not required GMAC to lay out a clear path to viability or a strategy for fully repaying 
ǘŀȄǇŀȅŜǊǎΦ 5ŜǎǇƛǘŜ ŀ ϷмтΦнōƴ ¢!wt ƛƴǾŜǎǘƳŜƴǘΣ ǘƘŜǊŜ ƛǎ ǎǘƛƭƭ ƴƻ ŎƭŜŀǊ ōǳǎƛƴŜǎǎ Ǉƭŀƴ ŦƻǊ Da!/Φέ
ÁApart from raising questions about the way in which the Treasury handled the GMAC bailout, the 
/ht ǇǊƻǾƛŘŜǎ ŀƴ ƛƴǘŜǊŜǎǘƛƴƎ ǎǳƎƎŜǎǘƛƻƴ ŀōƻǳǘ ǎǇƭƛǘǘƛƴƎ Da!/ ǳǇΦ LŦ Da ǿŜǊŜ ǘƻ ŎƻƴǘǊƻƭ Da!/Ωǎ ŀǳǘƻ 
finance arm, it could give the company more oversight in its car financing, and open financing to 
ƳƻǊŜ ōǳȅŜǊǎΦ ¢Ƙƛǎ ǿƻǳƭŘ ŀƭǎƻ Ǉǳǘ Da!/Ωǎ ƳƻǊǘƎŀƎŜ ŀǊƳΣ ǿƘƛŎƘ ƭƻǎǘ ϷуΦо ōƛƭƭƛƻƴ ƭŀǎǘ ȅŜŀǊ ŀƴŘ 
ŀŎŎƻǳƴǘŜŘ ŦƻǊ ƻǾŜǊ ул҈ ƻŦ Da!/Ωǎ ƭƻǎǎŜǎΣ ƻǳǘ ƻƴ ƛǘǎ ƻǿƴ
ÁWhile the COP is questioning how the GMAC funding was handled, the Treasury holds firm that 

bailing out the finance firm was the least expensive and least disruptive way to keep the lender 
afloat. Without a bailout, the Treasury feels its recent investment in Chrysler and GM would have 
been undermined as GMAC provides auto financing for both companies

Source: Motor Trend

7

FG ADVISORS: INVESTMENT BANKING SERVICES
FG SOLUTIONS: STRATEGIC CONSULTING SERVICES

Weekly Specialty Finance Industry Review

Disclaimer:  This analysis ("Analysis") was created by an affiliate of FG Companies, LLC. FG Companies, LLC and its affiliates ("FG Entities") do not 
assume responsibility for the accuracy or completeness of the information in this Analysis nor any by-product of such information thereof. Certain 
results in this Analysis are forward-looking.  These forward-looking results are subject to risks and uncertainties that may cause actual results to differ 
materially from the results in this Analysis. No expressed or implied representations or warranties with respect to the accuracyor completeness of any 
information, assumptions, forward-looking statements, or results contained in this Analysis are made by any FG Entities.

7

SPECIALTY FINANCE HEADLINES

/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Bank of America to end debit overdraft fees

Auto Finance

Congress: GMAC has no viable business plan, should merge with GM

March 8thςMarch 14th, 2010 (Week 10)

ÁBank of America said last Tuesday that it was doing away with overdraft fees on purchases made 
with debit cards, a decision that could cost the bank tens of millions a year in revenue and put 
pressure on other banks to do the same
ÁBank officials said that effective this summer, customers who try to make purchases with their debit 

cards without enough money in their checking accounts will simply be declined. Debit purchases 
ŀŎŎƻǳƴǘ ŦƻǊ ǊƻǳƎƘƭȅ сл҈ ƻŦ ƻǾŜǊŘǊŀŦǘǎ ŀǘ .ŀƴƪ ƻŦ !ƳŜǊƛŎŀΣ ǘƘŜ ƴŀǘƛƻƴΩǎ ƭŀǊƎŜǎǘ ƛǎǎǳŜǊ ƻŦ ŘŜōƛǘ ŎŀǊŘǎ
ÁBanks are bracing for a new federal rule that will require them to get permission from account 

holders before providing overdraft services for debit purchases and ATM withdrawals. That change 
was already expected to wipe out billions of dollars in overdraft revenue for the banks
ÁThere has been considerable consumer and political outcry against overdraft fees on deposit 

accounts. Over the last decade, the fees have become a major source of revenue for banks as they 
realized they could make more money by covering consumer overdrafts, offering a short-term loan 
for a fee, than in denying them
ÁLast year alone, banks generated about $20bn from overdraft fees on debit purchases and ATM 

transactions, and $12bn more by covering checks and recurring bills, according to Moebs Services, 
an economic research firm

Source: New York Times



ÁNelnet has sold a $660mm student loan-backed deal. The bond, dubbed NSLT 2010-2, sold via the 
private placement market at 85 basis points over three-month London interbank offered rate
Á It is backed by FFELP student loans, which are guaranteed for at least 97% of defaulted principal and 

accrued interest by guarantee agencies and reinsured by the US Department of Education
ÁThe sale of such asset-backed deals after the effective end of a Federal Reserve program to boost 

this market, is a sign of recovery. The Fed stepped in with offers of low-cost nonrecourse loans for 
investors to buy newly created consumer loan-backed deals in March last year, after investors grew 
wary of collateral backing the bonds and refused to purchase any
ÁThe final loan application deadline for the Term Asset-Backed Securities Loan Facility, or TALF, was 

March 4. Industry participants say the Fed's TALF program, through which more than $100bn in 
deals were sold in the past year, has rejuvenated this market, essential to lower the cost of 
borrowing for consumers
ÁMainstream sectors like bonds backed by auto loans and credit card debt, have become stable 
ŜƴƻǳƎƘ ǘƘŀǘ ǘƘŜ ŜƴŘ ƻŦ ¢![C ǿŀǎ ŘŜŜƳŜŘ ŀ άƴƻƴ-ŜǾŜƴǘέ ōǳǘ ǘƘŜ ƳƻǊŜ ŜǎƻǘŜǊƛŎ ǎŜŎǘƻǊǎ Ƴŀȅ ǎŜŜ 
lower issuance and wider risk premiums 

Source: Wall Street Journal
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Student Loans

March 8thςMarch 14th, 2010 (Week 10)

!ǳǘƻ CƛƴŀƴŎŜ όŎƻƴǘΩŘύ

Total dollar value of at-risk auto loans dropped by 10%, according to Experian

ÁThe total dollar value of at-risk automotive loans fell to $26.58bn in 2009Q4, a 10% drop from 
$29.58bn in 2008Q4, according to a quarterly analysis of automotive credit released today by 
Experian Automotive
ÁWhile still rising, the growth rates for 30-day and 60-day delinquencies saw only minimal increases 

in 2009Q4. The 30-day delinquency rate rose just 1% from 2008Q4 to 2009Q4 (3.31% to 3.34% 
delinquencies). The 60-day delinquency rate rose 3.5% from 2008Q4 to 2009Q4 (0.93% to 0.96% 
delinquencies)
ÁThe drop in total dollars at risk and the deceleration of delinquency rates are positive signs for the 

automotive lending industry. While some of the drop in total dollars at risk is attributable to lower 
loan volumes over the past two years, a significant portion is due to more conservative lending 
practices since late 2008
ÁThere was a slight loosening of credit for used vehicle financing in 2009Q4 compared with 2009Q3. 

In 2009Q4, subprime (combining nonprime, subprime and deep subprime) financing was 36.42% , 
up from 33.99% in 2009Q3, spurred primarily by used vehicle sales. New vehicle sales saw a 0.7% 
decrease in subprime loans, dropping from 16.91% of new vehicle loans financed in 2009Q3 to 
16.79% in 2009Q4

Source: PR Newswire

Nelnet's $660mm deal sold at 3-M Libor + 85bps - Source 
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Other Consumer Finance

March 8thςMarch 14th, 2010 (Week 10)

ÁThe Obama administration favors additional funding for community developmentb̳anks, viewing 
that as a way to help finance small businesses and spur job growth, a senior U.S. 
Treasury̳Department official said Tuesday
ÁPresident Barack Obama's fiscal 2011 budget plan seeks an additional $250 million of funding for 

assistance to community development financial institutions, or CDFIs Assistant Treasury Secretary 
for Financial̳Institutions Michael Barr said in testimony prepared for delivery at a House Financial 
Services Committee hearing
ÁThe request follows a Treasury Department effort to extend low-cost capital to community banks, 

thrifts and credit unions, matching private capital investments with federal funds, on a dollar-for-
dollar basis, provided the financial firm's primary regulator signs off on the capital injections
ÁA separate initiative to increase the availability of affordable, healthy food in urban and rural areas 

is slated to receive more than $400 million, mostly through new market tax credits authorized by 
the 2009 economic-stimulus law. Barr said $25 million of proposed food aid would be allocated to 
CDFIs

Source: Nasdaq.com

US Treasury Supports More Help For Community Lenders

ÁAccording to Bankrate.com, rising home prices and an improving economy will spark a modest 
rebound this year in US home equity lending, the driver of about 2% of consumer spending in the 
first half of the decade. This time around, lenders and homeowners will be more cautious about 
converting their equity to cash, muting any boost to the economy after the worst slump since the 
Great Depression
Á!ōƻǳǘ Ϸоп ōƛƭƭƛƻƴ ƻŦ ƘƻƳŜ Ŝǉǳƛǘȅ ƭƻŀƴǎ ǿŜǊŜ ƳŀŘŜ ŀǘ ǘƘŜ ǇŜŀƪΣ ƛƴ нллуΣ ŀŎŎƻǊŘƛƴƎ ǘƻ aƻƻŘȅΩǎ 

Economy.com. The difference this time around will be how the money is spent, said Frank Nothaft, 
chief economist of Freddie Mac, the government-run mortgage buyer based in McLean, Virginia. 
.ƻǊǊƻǿŜǊǎ ŀǊŜ ƭŜǎǎ ƭƛƪŜƭȅ ƴƻǿ ǘƻ ǳǎŜ ǘƘŜƛǊ ƘƻƳŜΩǎ Ŝǉǳƛǘȅ ŦƻǊ ƭǳȄǳǊȅ ǇǳǊŎƘŀǎŜǎ
Á!ōƻǳǘ Ϸоп ōƛƭƭƛƻƴ ƻŦ ƘƻƳŜ Ŝǉǳƛǘȅ ƭƻŀƴǎ ǿŜǊŜ ƳŀŘŜ ŀǘ ǘƘŜ ǇŜŀƪΣ ƛƴ нллуΣ ŀŎŎƻǊŘƛƴƎ ǘƻ aƻƻŘȅΩǎ 

Economy.com. The difference this time around will be how the money is spent, said Frank Nothaft, 
chief economist of Freddie Mac, the government-run mortgage buyer based in McLean, Virginia. 
.ƻǊǊƻǿŜǊǎ ŀǊŜ ƭŜǎǎ ƭƛƪŜƭȅ ƴƻǿ ǘƻ ǳǎŜ ǘƘŜƛǊ ƘƻƳŜΩǎ Ŝǉǳƛǘȅ ŦƻǊ ƭǳȄǳǊȅ ǇǳǊŎƘŀǎŜǎ
ÁAny growth in equity lending during 2010 will necessarily be limited to homeowners whose 

properties are worth more than what they owe. More than a fifth of U.S. homes with mortgages had 
negative equity in the fourth quarter, according to Zillow.com, a Seattle-based real estate data 
provider

Source: Bloomberg

Home equity lending that fueled spending to recover
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($ in millions, except per share data) Total Enterprise Value / Price /

Stock Price Market LTM4
FY 2009E FY 2010E LTM4

FY 09E FY 10E Est. EPS '09E PEG

Company TKR Current
1

High
2

Low
2

Cap TEV
3

Rev EBITDA Rev EBITDA Rev EBITDA TBV
5

BV
6

EPS EPS EPS Growth Ratio LTM ROE LTM ROA

Credit Card
American Express Company AXP 40.76 42.98 12.26 48,779 87,919 4.6x NA 3.2x NA 3.1x NA 4.3x 3.4x 26.4x 16.9x 14.0x 10.0% 2.64 16.3% 1.7%
Discover Financial Services DFS 14.97 17.08 5.51 8,139 17,803 7.1x NA 2.7x NA 2.7x NA 1.2x 1.1x 6.3x 34.6x 10.4x 8.7% 0.72 16.2% 2.0%
Alliance Data Systems CorporationADS 62.75 68.52 30.78 3,298 6,332 3.2x 13.0x 2.9x 9.2x 2.6x 8.3x NM 12.0x 20.5x 11.5x 9.9x 14.1% 1.46 43.1% 5.0%
CompuCredit Holdings Corp. CCRT 4.58 5.70 2.08 219 505 NM NA NA NA NA NA 1.5x 1.2x NM NM 0.0x 20.0% NM (117.8)% (47.2)%

Credit Card Median $27.87 $30.03 $8.89 $5,719 $12,067 4.6x 13.0x 2.9x 9.2x 2.7x 8.3x 1.5x 2.3x 20.5x 16.9x 10.2x 12.0% 1.46 16.2% 1.8%

Auto Finance
AmeriCredit Corp. ACF 23.64 23.77 4.85 3,165 10,750 20.6x NA 7.8x NA 8.6x NA 1.4x 1.4x 25.9x 25.5x 19.4x 11.3% 2.31 6.0% 1.0%
Credit Acceptance Corp. CACC 43.61 53.22 19.86 1,365 1,871 5.2x NA 4.6x NA 4.3x NA 2.7x 2.6x 9.5x 9.2x 8.4x NA NA 34.9% 12.6%
Nicholas Financial Inc. NICK 7.68 7.85 1.95 90 198 5.2x NA NA NA NA NA 1.0x 1.0x 9.1x NM NM NA NA 11.0% 4.8%
White River Capital Inc RVR 12.25 13.63 5.35 49 82 3.8x NA NA NA NA NA 0.5x 0.5x 10.2x NM NM NA NA 5.0% 3.5%
United Panam Financial Corp. UPFC 3.08 4.05 1.13 49 337 13.0x NA NA NA NA NA 0.4x 0.4x NM NM NM NA NA (16.4)% (3.8)%
Consumer Portfolio Services, Inc. CPSS 1.72 2.00 0.28 31 1,034 55.7x NA NA NA NA NA 0.9x 0.4x NM NM NM NA NA (91.2)% (4.2)%
First Investors Financial Services Group Inc.FIFS 4.25 4.25 2.20 19 369 15.1x NA NA NA NA NA 0.5x 0.5x 17.5x NM NM NA NA 3.2% 0.3%

Auto Finance Median $7.68 $7.85 $2.20 $49 $369 13.0x NA 6.2x NM 6.4x NA 0.9x 0.5x 10.2x 17.3x 13.9x 11.3% 2.31 5.0% 1.0%

Student Lending
SLM Corp. SLM 12.22 12.54 3.57 5,926 155,661 107.5x NA 41.7x NM 46.7x NA 1.4x 1.5x 17.2x 8.0x 8.4x 13.5% 1.27 9.4% 0.3%
Nelnet Inc. NNI 18.82 19.45 5.51 939 25,419 41.2x NA 41.1x NM 47.3x NA 1.6x 1.2x 6.8x 6.0x 7.8x 12.0% 0.56 19.5% 0.5%
Student Loan Corp. STU 37.71 54.79 33.98 754 29,325 87.1x NA NA NM NA NA 0.5x 0.5x 6.0x 0.0x 0.0x NM NA 7.7% 0.4%
First Marblehead Corp. FMD 2.87 3.00 1.11 285 66 NM NA NA NM NA NM 0.9x 0.9x NM 0.0x 0.0x NM NA (64.2)% (12.8)%

Student Lending Median $15.52 $16.00 $4.54 $847 $27,372 87.1x NA 41.4x NM 47.0x NM 1.2x 1.1x 6.8x 3.0x 3.9x 12.8% 0.92 8.5% 0.4%

Charged-Off Debt Buyers
Portfolio Recovery Associates Inc. PRAA 56.70 57.21 22.43 880 1,181 4.2x 13.2x 3.6x 10.4x 3.1x 8.9x 3.0x 2.6x 19.8x 16.6x 13.6x 16.2% 1.22 14.3% 6.9%
Encore Capital Group, Inc. ECPG 17.40 19.33 2.89 406 701 2.2x 6.2x 1.9x 8.1x 1.8x 7.1x 1.8x 1.7x 12.7x 10.6x 9.0x 13.0% 0.98 14.8% 12.0%
Asset Acceptance Capital Corp. AACC 6.01 9.75 4.85 184 344 2.0x NM 1.7x 17.5x 1.5x 10.2x 1.7x 1.5x NM 44.3x 18.4x 9.8% 0.00 (12.7)% (2.4)%
Asta Funding Inc. ASFI 7.78 9.14 1.78 111 218 3.5x NM 6.2x NM NA NA 0.7x 0.7x NM 0.0x NM 10.0% 0.00 (40.3)% (21.7)%

Charged-Off Debt Buyers Median $12.59 $14.54 $3.87 $295 $523 2.8x 9.7x 2.8x 10.4x 1.8x 8.9x 1.8x 1.6x 16.2x 13.6x 13.6x 11.5% 0.49 0.8% 2.3%

Diversified Financials
JPMorgan Chase & Co. JPM 43.15 47.16 23.09 171,435 114,128 1.6x NA 1.1x NM 1.1x NA 1.8x 1.1x NM NM NM 7.8% 2.47 7.0% 0.6%
Bank of America Corporation BAC 16.85 18.59 5.76 169,042 416,092 5.9x NA 3.4x NM 3.4x NA 1.5x 0.8x NM 19.2x 9.3x 7.5% NA 3.1% 0.3%
Wells Fargo & Company WFC 29.63 31.38 13.37 153,505 286,503 4.3x NA 3.3x NM 3.2x NA 2.7x 1.5x 16.9x 17.2x 11.5x 10.2% 1.66 11.6% 1.0%
Citigroup, Inc. C 3.97 5.23 1.67 113,053 44,761 1.1x NA 0.5x NM 0.5x NA 1.0x 0.7x NM 26.1x 11.6x 1.7% NA (0.8)% (0.1)%
Royal Bank of Canada RY 58.41 58.60 35.00 78,175 NM NM NA NA NM NA NA 2.9x 2.5x 20.9x 13.7x 12.0x 10.0% 2.09 11.8% 0.6%
US Bancorp USB 25.67 25.67 13.42 49,161 108,047 9.9x NA 6.0x NM 5.7x NA 3.6x 2.0x 26.5x 17.2x 12.1x 7.8% 3.42 8.4% 0.8%
Capital One Financial Corp. COF 39.89 43.02 11.34 18,205 30,534 3.5x NA 1.9x NM 1.9x NA 1.5x 0.7x 40.7x 19.1x 11.3x 9.1% 4.49 3.7% 0.6%
Washington Mutual Inc. WAMU.Q 0.20 0.55 0.03 331 77,280 51.9x NA 6.2x NM 5.9x NA 0.0x 0.0x NM 0.1x 0.1x 12.0% NA (24.4)% (2.0)%

Diversified Financials Median $27.65 $28.53 $12.36 $95,614 $108,047 4.3x NA 3.3x NM 3.2x NA 1.6x 0.9x 23.7x 17.2x 11.5x 8.4% 2.47 5.4% 0.6%

Commercial Finance
ORIX Corp. IX 78.13 79.46 21.11 8,396 47,889 0.1x NA 0.0x NM 0.0x NA NM 0.6x NM NM NM NM NA 2.3% 0.3%
CIT Group, Inc. CIT 36.95 37.03 26.04 7,390 49,319 NM NA NA NM 25.1x NA 0.9x 7.5x NM 0.0x 21.6x 12.5% NA 2.2% 0.3%
CapitalSource Inc. CSE 5.86 5.99 1.16 1,892 5,764 NM NA 12.0x NM 11.0x NA 0.9x 0.9x NM NM 15.9x 13.0% NA (35.7)% (5.8)%
NewStar Financial, Inc. NEWS 6.31 6.71 1.56 315 1,898 NM NA 18.8x NM 20.4x NA 0.6x 0.6x NM NM 19.0x 22.5% NA (7.9)% (1.9)%
Medallion Financial Corp. TAXI 8.03 8.83 5.80 141 490 11.8x NA NA NM NA NA 0.9x 0.9x 139.0x 9.5x 8.3x 10.0% 13.90 0.6% 2.6%
MicroFinancial Inc. MFI 3.85 4.04 1.81 55 106 5.0x NM NA NM NA NA 0.8x 0.8x 13.3x 5.5x 4.4x NM NA 6.3% 3.6%

Commercial Finance Median $7.17 $7.77 $3.81 $1,103 $3,831 5.0x NM 12.0x NM 15.7x NA 0.9x 0.8x 76.2x 5.5x 15.9x 12.8% 13.90 1.4% 0.3%

Infrastructure
Visa, Inc. V 93.25 93.25 52.05 68,979 64,784 9.1x 16.3x 7.9x 13.0x 6.9x 11.2x 32.4x 2.9x 27.1x 23.6x 19.5x NM 1.36 11.3% 7.4%
Mastercard Incorporated MA 249.97 264.75 151.85 32,601 29,803 5.8x 11.6x 5.4x 10.4x 4.8x 8.9x 11.7x 9.3x 22.4x 19.1x 16.0x NM 1.24 53.9% 21.7%
Western Union Co. WU 16.91 20.56 11.95 11,546 12,909 2.5x 9.0x 2.5x 8.6x 2.4x 8.0x NM NM 14.0x 13.1x 11.9x NM 1.12 491.5% 12.4%
Equifax Inc. EFX 33.51 33.51 21.15 4,234 5,323 2.9x 9.0x 2.8x 8.4x 2.7x 7.9x NM 2.6x 18.3x 16.5x 14.7x NM 2.04 16.1% 7.9%
Global Payments Inc. GPN 45.20 54.15 29.61 3,684 3,161 1.8x 8.1x 1.9x 7.8x 1.7x 6.9x 71.2x 4.0x 73.0x 17.4x 15.2x NM 5.11 6.9% 12.3%
Total System Services, Inc. TSS 15.13 17.59 12.42 2,984 2,766 1.6x 5.7x 1.7x 6.2x 1.7x 5.9x 3.7x 2.5x 13.5x 17.0x 15.6x NM 1.53 20.3% 13.1%
Convergys Corporation CVG 12.85 13.05 6.31 1,588 1,726 0.6x 7.9x 0.7x 5.4x 0.7x 5.1x 22.5x 1.3x NM 12.1x 10.6x NM NA (6.6)% 1.1%
Fair Isaac Corp. FICO 25.47 25.47 12.72 1,184 1,417 2.3x 8.4x 2.3x 8.8x 2.1x NM NM 2.0x 17.4x 16.8x 15.4x NM 2.91 12.5% 6.5%
DealerTrack Holdings, Inc. TRAK 17.88 21.35 11.10 716 518 2.3x 21.0x 2.1x 12.1x 1.9x 9.0x 3.2x 1.7x NM 32.7x 25.0x NM NA (1.1)% (0.4)%

Infrastructure Median $25.47 $25.47 $12.72 $3,684 $3,161 2.3x 9.0x 2.3x 8.6x 2.1x 8.0x 17.1x 2.6x 18.3x 17.0x 15.4x NM 1.53 12.5% 7.9%

Branch-Based:  Pay-Day
Cash America International, Inc. CSH 40.64 40.65 14.09 1,201 1,590 1.4x 7.3x 1.3x 6.5x 1.2x 5.8x NM 1.8x 12.8x 11.3x 9.9x 14.7% 0.87 15.4% 8.9%
EZCORP Inc. EZPW 21.97 21.97 10.09 1,071 1,086 1.7x 8.0x 1.5x 7.2x NM NM 3.1x 2.4x 13.6x 11.9x 0.0x 15.0% 0.91 19.5% 14.8%
First Cash Financial Services Inc. FCFS 21.88 23.23 13.49 653 635 1.7x 8.2x 1.5x 7.2x NM NM 4.6x 3.1x 15.8x 14.5x 0.0x 16.5% 0.96 22.8% 16.2%
Dollar Financial Corp. DLLR 24.86 25.10 7.26 602 1,064 2.0x 7.4x 1.7x 5.6x 1.5x 4.8x NM 2.3x NM 13.8x 10.0x 14.8% 0.00 (7.3)% 7.2%
Advance America, Cash Advance Centers Inc.AEA 6.47 6.61 1.03 402 510 0.8x 4.1x 0.8x 4.6x 0.8x 4.2x 4.7x 1.9x 7.4x 8.0x 7.1x 15.0% 0.49 28.2% 15.4%
QC Holdings Inc. QCCO 5.32 7.43 3.93 93 131 0.6x 2.9x 0.6x NM 0.6x NM 1.9x 1.4x 4.5x 5.2x 4.7x NM 0.00 36.5% 16.3%

Branch-Based:  Pay-Day Median $21.93 $22.60 $8.68 $628 $850 1.5x 7.4x 1.4x 6.5x 1.0x 4.8x 3.9x 2.1x 12.8x 11.6x 5.9x 15.0% 0.68 21.2% 15.1%

Branch-Based:  Other

H&R Block, Inc. HRB 16.81 23.07 13.94 5,534 6,617 1.7x 6.2x 1.7x 7.2x 1.7x 7.5x NM 5.9x 11.2x 12.8x 10.7x 11.0% 1.02 56.8% 8.1%

CarMax Inc. KMX 23.40 24.50 9.91 5,215 5,347 0.7x 11.8x 0.7x 11.2x 0.6x 10.2x 2.7x 2.8x 21.4x 19.5x 18.7x 17.9% 1.20 16.0% 11.5%

Aaron's, Inc. AAN 21.25 22.95 15.61 1,678 1,623 0.9x 7.3x 0.9x 6.5x 0.8x 5.9x 2.5x 1.9x 15.4x 15.1x 13.5x 12.2% 1.27 13.7% 8.7%

Rent-A-Center Inc. RCII 22.95 23.22 16.88 1,508 2,120 0.8x 5.9x 0.8x 5.9x 0.8x 5.6x NM 1.2x 9.1x 9.6x 8.9x 5.9% 1.54 14.4% 7.4%

World Acceptance Corp. WRLD 43.65 43.65 14.08 716 967 2.3x 8.0x 2.1x 6.8x 2.0x NM 2.2x 2.1x 9.6x 8.2x 7.8x 11.0% 0.87 24.5% 11.7%

America's Car-Mart Inc. CRMT 25.80 26.99 12.86 298 335 1.0x 7.9x 0.9x 6.8x 0.8x NM 1.7x 1.7x 12.4x 9.7x 8.4x 15.0% 0.82 14.9% 10.9%

Jackson Hewitt Tax Service Inc. JTX 2.31 7.48 2.08 66 423 1.8x 7.2x 2.1x 11.8x 2.0x 11.8x NM NM NM NM 4.7x 8.0% 0.00 (440.7)% 5.6%

Branch-Based:  Other Median $22.95 $23.22 $14.08 $716 $967 1.0x 7.3x 0.9x 6.8x 0.8x 5.9x 2.2x 1.8x 11.0x 9.6x 8.4x 11.0% 0.87 14.4% 8.7%
Sources:  Capital IQ; Factset

1 Closing prices as of 03/12/2010
2 For the last 52 weeks
3 Total Enterprise Value: Market Capitalization plus debt, preferred and minority interest, less cash
4 Last Twelve Months
5 Tangible Book Value
6 Book Value


