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The Japanese lesson:
ÁAs time progresses, the more the US economy resembles that of Japan. Some pundits opine that the US is 

doomed to repeat the mistakes that made Japan an economic laggard ςsince WŀǇŀƴΩǎ bubble economy 
imploded in 1990 its economy has grown at a meagre 1.1% (annualised) rate

o Nobody is forecasting US growth to stall to such a low rate, but it should be noted that WŀǇŀƴΩǎ 
population is falling (as were its prices for many years), whereas US population is rising. In that 
respect, the US economy needs robust growth just to create enough jobs for the growing labor pool

ÁThe Japanese slowdown (two decades) was the result of many fundamental economic problems, as well as bad 
policy choices. However, several points stand out in the Japanese economic malaise:

o A halt in the demand for credit by consumers and businesses (rather than a halt in supply by banks)
o A liquidity trap which made traditional monetary policy ineffective (i.e. even zero interest rates could 

not stimulate economy); central bank raising interest rates too early
o A rebalancing of balance sheets which made the government the borrower of last resort
o A deflationary spiral that suppressed aggregate demand and increased the burden of bad loans on the 

balance sheets of zombie bank
ÁAll of the symptoms of the Japanese malaise are also present in the US

Central banking:
ÁBen Bernanke was highly criticized last week for his remarks suggesting that the housing bubble was not a 

result of overly-low interest rates in the wake of the tech bubble, but rather from poor regulation of mortgages 
(especially subprime market). His remarks came as a shock to many economists who believe that low interest 
rates (way below what the rule of thumb Taylor Rule would prescribe) played a significant role in the bubble 

o Bernanke described interest rates as a blunt instrument for dealing with asset bubbles, preferring 
more surgical means, such as regulation, in combating inflated asset prices. However, he did lay open 
the idea that the Fed would use interest rates in the future to nip incipient asset bubbles in the bud 
όƛƴ ŎƻƴǘǊŀǎǘ ǘƻ DǊŜŜƴǎǇŀƴ ǿƘƻƳΣ ǿƘŜƴ ƘŜ ǿŀǎ CŜŘ ŎƘŀƛǊΣ ǘƘƻǳƎƘǘ ǘƘŜ CŜŘΩǎ Ƨƻō ǿŀǎ ǎƛƳǇƭȅ ǘƻ ƳƻǇ ǳǇ 
the mess after a crash, rather than to directly attack bubbles)

Á/ƘƛƴŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪ όǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪǎ ƻŦ /Ƙƛƴŀύ ǘƻƻƪ ŀƴ ǳƴŜȄǇŜŎǘŜŘ ƳƻǾŜ ǘƻ ǊŜƛƴ ƛƴ ƛǘǎ ŜŎƻƴƻƳȅ ōȅ ǊŀƛǎƛƴƎ 
the interest rate on its 3-month treasury bills. The move was aimed at tightening credit in the economy with 
the hope of quelling inflation

ÁWŀǇŀƴΩǎ ƴŜǿ ŦƛƴŀƴŎŜ ƳƛƴƛǎǘŜǊ Ƙŀǎ ǘŀƪŜƴ ǘƘŜ Ǉƻǎƛǘƛƻƴ ƻŦ ǘŀƭƪƛƴƎ Řƻǿƴ ǘƘŜ ȅŜƴΣ ƛΦŜΦ ǘƘŜ ƳƛƴƛǎǘŜǊ Ƙŀǎ ƻǇŜƴƭȅ 
ŜȄǇǊŜǎǎŜŘ ǎǳǇǇƻǊǘ ŦƻǊ ŀ ƭƻǿ ǾŀƭǳŜ ƻŦ ǘƘŜ ȅŜƴΦ {ǳŎƘ ŀ ƳƻǾŜ Ƙŀǎ ǘƘŜ ōŜƴŜŦƛǘ ƻŦ ƘŜƭǇƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǘǊŀŘŜ 
balance as a weak yen will make Japanese exports more desirable and make imported goods more expensive 
for the Japanese. However, history teaches that devaluations may be beneficial to a given country, but are 
globally suboptimal when countries enter into competitive devaluation (a race to the bottom)

The US has yet to openly embrace a weak dollar, but global imbalances would dictate the greenback 
should weaken relative to certain of its trading partners, most notably China 

Commercial real estate:
ÁThe depressed economy has taken its toll on office rentals reflective of the nature of the crisis. New York 

commercial rents have fallen sharply (as much of the pain has been in financial services), while rents in 
Washington DC ŀǊŜ ƴƻǿ ǘƘŜ ƴŀǘƛƻƴΩǎ ǎŜŎƻƴŘ ƘƛƎƘŜǎǘ όǘƘŀƴƪǎ ǘƻ ƎƻǾŜǊƴƳŜƴǘ ŀŎǘƛǾƛǘȅ ƛƴ ǘƘŜ ƳŀǊƪŜǘǎύ

o Average effective rent ςthe net amount paid by tenants after concessions by landlords ςin 2009Q4 
was $45 per square foot in New York, while in Washington DC comparable office space fetched $42. 
San Francisco, Boston and Los Angeles round out the top 5 most expensive cities for prime 
commercial real estate at $30, $30 and $27, respectively 

o Nationwide, the vacancy rate was 17% in 2009Q4, its highest level since 1994  

2

WEEKLY ECONOMIC REVIEW

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

Weekly Specialty Finance Industry Review

2

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 accuracy or completeness of any 
information, assumptions, forward-looking statements, or results contained in this Analysis are made by any FG Entities.

January 4thςJanuary 10th, 2010 (Week 1)



Macroeconomic indicators:
ÁIndustrial production in the major economies bounced up in December. Of 6 major economies (China, Euro 

Zone, Germany, Japan, UK and the US), China had the strongest manufacturing number with its purchasing-
managersΩ ƛƴŘŜȄ όtaL) at 56.1 (previously 55.7 in November), but all 6 had readings above 50. The PMI index is 
set on a scale such that readings above 50 are expansionary, whereas readings below 50 are contractionary
ÁRetail spending in the Euro Zone slipped 1.2% in November from its October level, placing doubt on the 

strength of the nascent recovery in Europe. DŜǊƳŀƴȅΣ ǘƘŜ 9ǳǊƻ ½ƻƴŜΩǎ ƭŀǊƎŜǎǘ economy (which saw its GDP 
shrink by 5% in 2009), saw retail sales fall 1.1% even as markets were expecting a gain of 0.3%

o Manufacturing activity has picked up around the world, but consumers are still sitting on the edge. 
This is because households still hold a lot of debt relative to assets, and now it seems that consumers 
are trying to correct their balance sheets at the expense of consumption spending

ÁVehicle sales in December came in at 11.25 million units on a seasonally adjusted annualised rate (SAAR), a very 
robust number compared with last year, but still well below historical rates when adjusted for population

ÁThe price of oil surpassed $80 last week. If oil prices remain high, it is inevitable that gasoline prices will also 
rise (national retail price of gasoline is a little over $2.50, well below its high of $4 in the summer of 2008)  

Residential rental market:
ÁAccording to Reis, apartment vacancies in the US hit a 30-year high in 2009Q4, climbing to 8%. The cities that 

saw the largest rent declines were San Jose, Seattle, San Francisco, Las Vegas and New York, with rents in 2009 
falling by 6.9%, 6.3%, 5.9%, 5.7% and 5.6%, respectively. Nationwide, the vacancy ratio is 3%

o In the 72 cities tracked by Reis, vacancies increased in 52 while they fell in 17
ÁRenters have fared a lot better than homeowners since the recession ensnared the country, principally because 

renters have not been burdened, as homeowners, with depressed real estate assets
o The financial-obligations ratios (FORs) for homeowners was 24.50% in 2009Q3, while for renters it 
ǿŀǎ мсΦос҈Φ aƻǊŜ ƛƳǇƻǊǘŀƴǘƭȅΣ ǘƘŜ ǊŜƴǘŜǊǎΩ Chw ƛǎ ŀǘ ŀōƻǳǘ ƛǘǎ ƭƻƴƎ-run level, whereas the 
homeowners FOR is still close to its peak level from the era of the housing bubble

Unemployment and the recovery:
ÁThe unemployment rate remained at 10.0% in December and job losses totaled 85,000. Total jobs lost since the 

economy slipped into a recession is now over 8 million. Recovering these 8 million jobs and creating the 
requisite new jobs for the expanding population (and thus labor force) will be no small feat

ÁMost economists foresee a jobless recovery for the American economy. However, there are still those who hold 
hope for a sharp rebound in job creation in 2010. Robert Barbera and Charles Wise opined in a Financial Times 
piece on what they believe to be the erroneous assumptions of the majority of economists. However, their 
ƴǳƳōŜǊǎ ŘƻƴΩǘ ǎŜŜƳ ǘƻ ŀŘŘ ǳǇΦ CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜȅ ŀǊƎǳŜ ǘƘŀǘ ŀ оΦу҈ ƎǊƻǿǘƘ ƛƴ D5t ƛƴ нлмл ǿƻǳƭŘ ōǊƛƴƎ ǘƘŜ 
unemployment rate down to 8.5%. Moreover, they see as plausible the US economy creating 240K jobs a 
month. Historical figures speak otherwise:

o The US economy needs to create, on average, 106K jobs per month over the next 36 months just to 
keep the unemployment rate from growing. Historically, the economy has produced just 183K jobs, 
on average, over the first 36 months of a recovery, or about 0.1870% growth in total employment per 
month, and there is scant evidence that historical norms apply this time

o Because of structural changes to the economy, and because the US is recovery comes on the heels of 
financial crisis-induced recession, it is probably better to look at recent recoveries and/or at the 
experience of other countries that suffered similar recessions. On the former, the average monthly 
job creation of the past two recoveries was 93K and 131K jobs per month in the 1991 and 2001 
recoveries, respectively. In both of these so-called recoveries the unemployment rate 36 months 
after the start of the recovery was effectively unchanged
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Top left: Unemployment remained at 10.0% in December, but the underemployment rate climbed to 17.3%. Sources: BLS, 
NBER. Top right: National retail price of gasoline. Sources: EIA, NBER. Middle left: Delinquencies for select major auto loan 
securitisations. Sources: ABSNet, NBER.Middle right: Loss severity for select major auto loan securitisations. Sources: 
ABSNet, NBER. Bottom: GDP growth and change in total payroll employment since 1999. NB: (1) the steep drop of GDP in 
2008Q4 and 2009Q1, and (2) that payroll employment bled until 2003Q3 after the 2001(1) recession. Sources: BEA, BLS.
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Top left: Financial obligations ratio for renters. Sources: FRB, NBER. Top right: Financial obligations ratio for homeowners 
has fallen, but is still high relative to historical levels. Sources: FRB, NBER.Middle left: About half of the population is 
employed and changes very little in over time or in recessions. Sources: BLS, NBER.Middle right: However, even small 
changes in the labour force-population ratio have large impact, because jobs need to be created for workforce, lest 
unemployment rises. Sources: BEA, BLS.Bottom: Historical and y-o-y change in unemployment. Sources: BLS, NBER.
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ÁAffinion announced it expanded its suite of consumer protection products by acquiring a portfolio of 
credit card registry subscribers and the associated fee revenue stream from one of the country's 
largest national financial institutions
ÁThe credit card registration program is designed to protect, assist and reimburse customers 

whenever a registered card is lost or stolen 
ÁCustomers need to just place one call to cancel and replace all lost or stolen cards, access emergency 

cash, activate credit monitoring, identity theft assistance and expense reimbursement
Source: PR Newswire
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Á! ƴŜǿ ŎƻƴǎǳƳŜǊ ǿŜōǎƛǘŜ ά/ǊŜŘƛǘ /ŀǊŘ /ƻƴƴŜŎǘƛƻƴέ ǿŀǎ ƭŀǳƴŎƘŜŘ ǊŜŎŜƴǘƭȅ ǘƻ ŀǎǎƛǎǘ !ƳŜǊƛŎŀƴǎ 
seeking  alternative credit card options. The site is seen as a counterbalance against what consumer 
advocacy groups see as unfair and unethical practices recently implemented by major bank card 
issuers. Ondine Irving, owner of Card Analysis Solutions, a national credit union consultancy firm, is 
the driving force in creating this website
ÁAmongst other objectives, the site will assist consumers to move their credit cards away from banks. 

Bank issuers have in recent months made major changes to their cardholder agreements just before 
the new rules of the Credit CARD Act take effect in February. This includes raising rates and cutting 
limits, which many argue are backdoor ways to try to avoid the intent of the new laws 
ÁIrving argues that such a site is needed because banks tend to maximize their income rather than 

work with consumers to help them rebalance their finances when their card accounts go into arrears
ÁConsumers enter their ZIP code and a listing of credit unions with fair and ethical credit card 

programs will appear. Each credit union's credit card program is rated on a five star rating system: 
interest rates not to exceed 18%, no balance transfer fees, no penalty pricing, no annual fees and 
late fees which will never exceed $25. Consumers can choose the credit union and card program 
which best suits their own card usage needs. Credit Unions must sign up to be listed and do not pay 
a fee for inclusion on the site

Source: PR Newswire

Consumer site provides consumer options to obtain fair and ethical credit cards

ÁTim Johnson, the only US Senate Democrat to oppose legislation Congress enacted to curb credit-
ŎŀǊŘ ŀōǳǎŜǎΣ ƛǎ ƛƴ ƭƛƴŜ ǘƻ ōŜŎƻƳŜ ǘƘŜ ŎƘŀƳōŜǊΩǎ .ŀƴƪƛƴƎ /ƻƳƳƛǘǘŜŜ ŎƘŀƛǊƳŀƴ ƴŜȄǘ ȅŜŀǊ
ÁWƻƘƴǎƻƴ ǿƻǳƭŘ ǘǳǊƴ ǘƘŜ ǇŀƴŜƭΩǎ ƭŜŀŘŜǊǎƘƛǇ ƻǾŜǊ ǘƻ ŀ ƭŀǿƳŀƪŜǊ ŦǊƻƳ ŀ ǊǳǊŀƭ ǎǘŀǘŜ ŘƻƳƛƴŀǘŜŘ ōȅ ǎƳŀƭƭ 
ŎƻƳƳǳƴƛǘȅ ōŀƴƪǎΦ WƻƘƴǎƻƴΩǎ ƘƻƳŜ ǎǘŀǘŜ ƻŦ {ƻǳǘƘ 5ŀƪƻǘŀ ƛǎ ŀƭǎƻ ǘƘŜ ƘŜŀŘǉǳŀǊǘŜǊǎ ƻŦ /ƛǘƛƎǊƻǳǇΩǎ 
credit-card operation. The card industry s is a major employer in South Dakota

Source: Business Week

Credit card law opponent may lead Senate bank panel
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/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Auto Finance

ÁMost automakers reported big US sales gains in December, with Ford and Toyota notching gains of 
more than 30% year-over-year. Hyundai and Kia beat their year-earlier numbers by more than 40%
ÁBig discounts, heavy advertising and low finance rates helped jump-start the sales. Automakers were 

also helped by the fact that December 2008 was one of the worst auto sales months on record and 
thus was an easy target to beat
ÁThe size of December's increase ςon the heels of a slight uptick in November ςis fueling optimism 

that the long sales decline is ending. However, even as the rate of decline appears to have slowed, 
the level of auto sales is still far shy from its long-run historical level; the current levels are by far the 
lowest per capita level of sales on record
ÁAnalysts and auto executives expect sales this year to rise at least 10%, to 11.5 million light vehicles, 

over last year. But that's far from certain, as sluggish job creation and shaky consumer confidence 
could put a dent in the strength of the recovery
ÁDecember's 15.1% jump in total sales, to 1.03 million vehicles, according to Autodata Corp, marked 

the second consecutive month of year-over-year increases
Source: Wall Street Journal

Most automakers report boom In December sales

January 4thςJanuary  10th, 2010 (Week 1)

ÁTelus Corporation has sold its Assure Pay Debit and Credit Card processing business to CT-Payment, 
a private Quebec-based company specializing in electronic payment processing
ÁThe former Telus business unit supports transactions from all major credit cards, as well as private-

label, travel and entertainment and fleet cards. CT-Payment, a subsidiary of Central Tax, said the 
new division will bring its transaction volumes to more than 110 million a year, serving government 
agencies, large merchants, telecommunication companies, service companies and retailers
ÁCT-Payment said it received financial contributions for the deal from three Quebec institutions: the 

Solidarity Fund QFL, Investissement Quebec and National Bank of Canada
Source: Wall Street Journal

Telus sells debit, credit-card processing business



ÁNearly 17% of Iowa community college students default on student loans within three years of 
graduating
ÁFederal data shows the default rate is more than five times the average for students who attend 

Iowa's state-run universities and three times the average of those who graduate from Iowa's private 
colleges and universities
ÁLaurie Wolf, the executive dean of student services at Des Moines Area Community College, says 

one reason for the higher default rate is community college graduates are less likely to land high-
paying jobs, and less likely to get jobs that offer student loan forgiveness
ÁWolf also says as many as one in six students go on to get their four-year degrees and would not be 

counted as part of the default rate, making it appear artificially high 
Source: LA Times
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Student Loans

ÁNonprofit lenders in at least 10 states ran afoul of state and federal rules between 1993 and 2008, 
records show. Government investigators have exposed illegal payments to an alumni association, 
questionable executive compensation and perks, deceptive advertising and tens of millions of 
dollars in unwarranted federal subsidies
ÁIn September, the U.S. Department of Education ordered a nonprofit lender in Iowa to pay $15.8 

million for making illegal payments, or "inducements" to the Iowa State University Alumni 
Association
ÁA separate report in 2008 by the Iowa Attorney General's office exposed how the Iowa nonprofit 

also paid 50 colleges a total of $1.5 million from 2002 to 2007
Source: Huffington Post 

Some Nonprofit Student Lenders Accused Of Misconduct 

January 4thςJanuary  10th, 2010 (Week 1)

!ǳǘƻ CƛƴŀƴŎŜόŎƻƴǘΩŘύ

A new non-TALF subprime auto deal coming to market

ÁA new subprime auto loan securitization is coming to market from Tidewater Finance. The new deal, 
Tidewater Auto Receivables Trust 2009-A, is a $106mm 2-tranche deal, which will not be eligible for 
ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ¢![C ǇǊƻƎǊŀƳΦ ¢ƘŜ ϷфоΦтрƳƳ /ƭŀǎǎ ! ƴƻǘŜǎ ŀǊŜ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ǊŀǘŜŘ ! ōȅ 
{ϧtΩǎ ǿƛǘƘ ǘƘŜ ǎǳōƻǊŘƛƴŀǘŜ ϷмнΦрƳƳ /ƭŀǎǎ . ƴƻǘŜǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ǊŀǘŜŘ ...
ÁS&P derived the base case loss for the transaction using  Tidewater's static pool cumulative net loss 

performance for its 341 loan programs from 2001 to the present. Using data from 2001 through the 
first half of 2005, S&P developed a loss timing curve for each program, then used the loss timing 
curves to project losses on quarterly vintages from second half 2005 to the present. This yielded a 
weighted average expected loss on the collateral in the 13.25%-13.75% range

Source: www.anotherfp.com

Nearly 17% of Community College Students Defaulting on Loans 
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SPECIALTY FINANCE HEADLINES

General Consumer Finance

ÁConsumer credit in the US dropped by a record $17.5bn in November as unemployment (near a 26-
year high) discouraged borrowing and banks limited access to loans
ÁCredit fell to $2.46tn (more than anticipated) and followed a revised $4.2bn drop in October
ÁThe median estimate of economists surveyed by Bloomberg News projected a decrease of $5bn. The 

series of 10 straight declines was the longest since record-keeping began in 1943
Á! ƭŀōƻǊ ƳŀǊƪŜǘ ǘƘŀǘΩǎ ǎƘŜŘ ŀōƻǳǘ у Ƴƛƭƭƛƻƴ Ƨƻōǎ ǎƛƴŎŜ ǘƘŜ ǊŜŎŜǎǎƛƻƴ ǎǘŀǊǘŜŘ ƛƴ 5ŜŎŜƳōŜǊ нллт ƛǎ 
ǊŜǎǘǊŀƛƴƛƴƎ ŎƻƴǎǳƳŜǊ ǎǇŜƴŘƛƴƎ όάŎƻƴǎǳƳǇǘƛƻƴέύ ǘƘŀǘ ŀŎŎƻǳƴǘǎ ŦƻǊ ŀōƻǳǘ тл҈ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ
ÁFed policy makers have said tighter bank lending standards and reductions in credit lines are 

hampering the recovery
Source: Bloomberg

Consumer credit in US drops record $17.5 billion

January 4thςJanuary  10th, 2010 (Week 1)

ÁConsumer credit is expected to have fallen in November for the 10th consecutive month, extending 
a record stretch of declines. The drop would be further evidence that consumer spending will 
remain weak, making it harder for the economy to mount a sustained rebound
ÁThe consensus view of economists surveyed by Thomson Reuters is that consumer credit fell at an 

annual rate of $5 billion in November, even larger than the $3.51 billion decline in October
ÁBefore the current stretch of declines, the previous record was seven consecutive consumer 

borrowing declines set in 1943 and again in 1991
ÁLast-minute holiday shoppers gave a boost to retailers in December, prompting several chains to 

raise their fourth-quarter profit outlooks
ÁStill, even with the gains in December, retailers saw sales drop in 2009 by the largest amount in four 

decades, according to figures compiled by the International Council of Shopping Centers
Source: Business Week

Ahead of the bell: consumer credit

ÁThe highest number of consumers made prompt payments on their loans in the third quarter of 
2009 than at any point in the past two years, as the recession complicated life for many households 
living on the edge, according to the American Bankers Association. Consumer delinquencies fell in 
seven of nine loan categories. However, late payments continue to increase overall in two 
categories ςhome equity loans and mobile home loans
ÁAccording to the ABA's Consumer Credit Delinquency Bulletin, auto loan delinquencies in the third 

quarter of 2009 fell from 2.46% to 2.04%; credit card delinquencies dropped from 5.01% to 4.77%; 
boat loan delinquencies fell from 2.28% to 2.21%; personal loan delinquencies declined from 3.90% 
to 3.74%; and RV loan delinquencies slid from 1.72% to 1.64%

Source: Pittsburgh Post-Gazette

Most 3rd-quarter loan delinquencies fall



ÁThe American economy lost 85,000 jobs in December, while the unemployment rate remained at 
10%, setting back hopes for a swift recovery from the worst downturn since the Great Depression
ÁThe latest monthly snapshot of the national job market released by the Labor Department provided 

one potentially encouraging milestone: November data was revised to show that the economy 
gained 4,000 net jobs, in contrast to initial reports showing a loss of 11,000 jobs
ÁBut the December data failed to repeat the trend, and the report disappointed economists who had 

generally been expecting a decline of perhaps 10,000 jobs
ÁDean Baker, co-director of the Center for Economic and Policy Research in Washington, noted that 

job losses are ameliorating but that the economy remained weak, with scant prospects for a 
turnaround of the labor market

Source: New York Times
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January 4thςJanuary  10th, 2010 (Week 1)

Miscellaneous

US job losses in December dim hopes for quick upswing 

ÁSales for the 5-week period ending in early January rose 2.9% compared to the prior year, nearly 
one percentage point greater than Wall Street anticipated, according to a Thomson Reuters index of 
30 major retailers
ÁTotal holiday season sales grew 1.8%, overcoming a tepid start in November with a late surge before 

Christmas, according to a similar index of 33 retailers by the International Council of Shopping 
Centers
ÁThe results left retail executives optimistic that they weathered the worst of the decline in 

consumer spending and are now better prepared to profit in months to come, thanks to slimmed 
down inventories and merchandise assortments that better match shoppers' more frugal mindset. 
Demand, however, is expected to remain modest

Source: Wall Street Journal

Several retailers boost forecasts 
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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 Current1 High2 Low2 Cap TEV3 Rev EBITDA Rev EBITDA Rev EBITDA TBV5 BV6 EPS EPS EPS Growth Ratio LTM ROE LTM ROA

Credit Card
American Express Company AXP 41.95 41.98 10.26 49,886 86,356 4.7x NA 3.2x NA 3.1x NA 4.6x 3.6x 34.1x 17.2x 13.2x 12.0% 2.84 13.1% 1.4%
Discover Financial Services DFS 15.03 17.08 4.89 8,160 NM NM NA NA NA NA NA NM 1.1x 6.2x 22.3x 11.1x 7.7% 0.81 18.1% 0.0%
Alliance Data Systems Corporation ADS 67.68 68.52 23.78 3,537 6,079 3.1x 12.2x 2.8x 9.2x 2.6x 7.8x NM 15.3x 22.8x 11.1x 9.5x 14.5% 1.58 47.8% 5.3%
CompuCredit Holdings Corp. CCRT 3.53 6.21 1.70 168 420 NM NA NA NA NA NA 1.0x 0.7x NM NM 0.0x 20.0% NM (104.1)% (40.7)%

Credit Card Median $28.49 $29.53 $7.58 $5,849 $6,079 3.9x 12.2x 3.0x 9.2x 2.8x 7.8x 2.8x 2.4x 22.8x 17.2x 10.3x 13.2% 1.58 15.6% 0.7%

Auto Finance
AmeriCredit Corp. ACF 20.97 20.97 3.30 2,798 11,241 29.8x NA 8.1x NA 8.6x NA 1.3x 1.3x 62.1x 24.2x 16.5x 12.0% 5.18 2.2% 0.3%
Nicholas Financial Inc. NICK 6.99 7.59 1.86 81 191 5.5x NA NA NA NA NA 0.9x 0.9x 11.4x NM NM NA NA 8.2% 3.5%
White River Capital Inc RVR 11.99 13.63 5.35 49 84 4.0x NA NA NA NA NA 0.5x 0.5x 11.1x NM NM NA NA 4.5% 3.1%
United Panam Financial Corp. UPFC 2.70 4.05 0.82 43 388 11.0x NA NA NA NA NA 0.3x 0.3x NM NM NM 25.0% NA (15.1)% (3.1)%
Consumer Portfolio Services, Inc. CPSS 1.14 1.42 0.25 21 1,120 49.3x NA NA NA NA NA 0.3x 0.3x NM NM NM 15.0% NA (34.4)% (2.2)%
First Investors Financial Services Group Inc.FIFS 3.00 3.10 2.20 13 388 15.2x NA NA NA NA NA 0.4x 0.4x 11.7x NM NM NA NA 3.5% 0.3%

Auto Finance Median $5.00 $5.82 $2.03 $46 $388 13.1x NA 8.1x NA 8.6x NA 0.4x 0.4x 11.5x 24.2x 16.5x 15.0% 5.18 2.8% 0.3%

Student Lending
SLM Corp. SLM 11.64 12.15 3.19 5,524 172,501 486.8x NA 70.8x NM 54.0x NA 1.5x 1.6x NM 7.6x 8.0x 13.5% NA (3.9)% (0.1)%
Student Loan Corp. STU 46.95 57.35 25.29 939 29,699 101.3x NA NA NM NA NA 0.6x 0.6x 9.3x 0.0x 0.0x NM NA 6.2% 0.3%
Nelnet Inc. NNI 17.06 17.78 4.25 850 27,120 49.7x NA 45.6x NM NA NA 1.8x 1.2x 7.7x 5.2x 0.0x 15.0% 0.51 16.5% 0.4%
First Marblehead Corp. FMD 2.26 2.74 0.71 224 285 NM NA NA NM NA NM 0.7x 0.7x NM 0.0x 0.0x NM NA (74.1)% (18.2)%

Student Lending Median $14.35 $14.97 $3.72 $894 $28,410 101.3x NA 58.2x NM 54.0x NM 1.1x 0.9x 8.5x 2.6x 0.0x 14.3% 0.51 1.2% 0.1%

Charged-Off Debt Buyers
Portfolio Recovery Associates Inc. PRAA 50.41 50.41 19.63 781 1,070 3.9x 12.2x 3.3x 9.8x 2.9x 7.8x 2.8x 2.4x 18.3x 14.4x 11.7x 14.8% 1.23 14.3% 7.0%
Encore Capital Group, Inc. ECPG 17.20 19.33 2.89 398 716 2.5x 12.5x 2.0x 8.8x NA NM 1.9x 1.7x 14.9x 10.6x 8.6x 12.5% 1.19 12.9% 6.0%
Asset Acceptance Capital Corp. AACC 6.59 9.75 3.29 202 347 1.7x 12.3x 1.7x 10.0x NA NM 1.6x 1.4x 26.6x 20.8x 14.6x 11.0% 2.42 5.5% 3.9%
Asta Funding Inc. ASFI 6.90 9.14 1.01 98 227 3.2x NM NA NM NA NA 0.6x 0.6x NM 0.0x NM 10.0% 0.00 (44.8)% (22.5)%

Charged-Off Debt Buyers Median $12.05 $14.54 $3.09 $300 $532 2.9x 12.3x 2.0x 9.8x 2.9x 7.8x 1.7x 1.6x 18.3x 12.5x 11.7x 11.8% 1.21 9.2% 5.0%

Diversified Financials
JPMorgan Chase & Co. JPM 44.68 47.16 15.90 183,408 205,986 3.3x NA 2.0x NM 1.9x NA 1.8x 1.1x NM NM NM 10.8% 3.32 5.0% 0.4%
Wells Fargo & Company WFC 28.86 31.38 8.12 147,556 315,369 6.1x NA 3.6x NM 3.5x NA 2.2x 1.5x 26.9x 15.3x 9.7x 17.8% 1.51 7.9% 0.7%
Bank of America Corporation BAC 16.78 18.59 3.14 145,152 346,795 5.5x NA 3.0x NM 2.8x NA 0.9x 0.7x 191.7x 18.1x 7.8x 9.1% 21.00 2.2% 0.2%
Citigroup, Inc. C 3.59 7.16 1.02 82,082 NM NM NA NA NM NA NA 0.9x 0.6x NM 45.4x 8.9x 2.7% NA (10.8)% (0.7)%
Royal Bank of Canada RY 55.29 58.19 25.82 73,999 NM NM NA NA NM NA NA 2.8x 2.4x 21.5x 12.2x 10.3x 8.5% 2.53 11.4% 0.6%
US Bancorp USB 24.21 25.35 8.82 46,300 102,699 10.0x NA 5.8x NM 5.5x NA 3.4x 2.0x 29.7x 16.1x 10.9x 9.0% 3.30 8.3% 0.8%
Capital One Financial Corp. COF 42.46 42.83 8.31 19,090 36,298 5.0x NA 2.2x NM 2.3x NA 1.4x 0.7x NM 21.1x 10.7x 10.2% NA (3.0)% (0.5)%
Washington Mutual Inc. WAMU.Q 0.19 0.41 0.02 321 77,270 51.9x NA NA NM NA NA 0.0x 0.0x NM NM NM 10.0% NA (24.4)% (2.0)%

Diversified Financials Median $26.54 $28.37 $8.22 $78,040 $154,343 5.8x NA 3.0x NM 2.8x NA 1.6x 0.9x 28.3x 17.1x 10.0x 9.6% 3.30 3.6% 0.3%

Commercial Finance
ORIX Corp. IX 76.03 77.68 19.17 8,170 49,000 0.1x NA 0.1x NM 0.0x NA NM 0.6x NM NM NM NM NA (1.6)% (0.2)%
CIT Group, Inc. CIT 32.25 32.25 26.04 6,450 59,835 NM NA NA NM NA NA 1.5x 6.6x NM 0.0x 0.0x NM NA (57.8)% (4.2)%
CapitalSource Inc. CSE 4.56 4.93 0.90 1,473 7,636 NM NA 14.6x NM 14.7x NA 0.7x 0.6x NM NM 7.3x 13.0% NA (33.9)% (5.4)%
Financial Federal Corp. FIF 28.00 28.00 17.50 736 1,652 17.4x NA 18.0x NM 17.8x NA 1.6x 1.5x 16.7x 20.3x 17.6x 11.4% 1.46 9.5% 2.6%
NewStar Financial, Inc. NEWS 4.12 4.19 0.86 203 1,875 NM NA 18.1x NM 19.5x NA 0.4x 0.4x NM NM 12.1x 22.5% NA (5.0)% (1.1)%
Medallion Financial Corp. TAXI 8.13 8.83 3.61 143 513 11.4x 17.6x NA NM NA NA 0.9x 0.8x 15.0x 10.4x 8.4x 10.0% 1.50 5.5% 2.9%

Commercial Finance Median $18.07 $18.42 $10.56 $1,105 $4,756 11.4x 17.6x 16.3x NM 16.2x NA 0.9x 0.7x 15.8x 10.4x 8.4x 12.2% 1.48 (3.3)% (0.7)%

Infrastructure
Visa, Inc. V 87.00 88.97 42.42 64,609 59,919 8.7x 15.9x 7.6x 12.7x 6.8x 11.0x 35.0x 2.8x 27.5x 23.0x 19.7x NM 1.38 10.6% 6.6%
Mastercard Incorporated MA 253.98 258.36 119.18 32,955 30,038 6.0x 12.1x 5.4x 10.5x 4.8x 8.9x 13.1x 10.2x 23.6x 18.8x 15.5x NM 1.39 56.5% 20.7%
Western Union Co. WU 19.80 20.56 10.43 13,704 15,131 3.0x 10.2x 2.9x 9.5x 2.7x 8.6x NM NM 16.2x 14.0x 12.1x NM 1.27 728.5% 14.2%
Equifax Inc. EFX 31.94 31.94 19.79 4,039 5,044 2.8x 8.5x 2.7x 8.1x 2.6x 7.8x NM 2.6x 17.2x 15.4x 11.5x NM 1.91 15.9% 8.1%
Global Payments Inc. GPN 48.97 54.15 27.59 3,991 3,509 2.1x 9.2x 2.1x 8.5x 1.9x 7.7x NM 4.8x 105.7x 18.9x 15.7x NM 7.62 3.9% 9.5%
Total System Services, Inc. TSS 17.02 17.59 11.40 3,356 3,168 1.7x 7.2x 1.8x 6.0x 1.7x 5.9x 4.5x 3.0x 14.7x 14.1x 12.8x NM 1.44 21.5% 13.8%
Convergys Corporation CVG 11.04 11.93 5.56 1,358 1,625 0.6x 7.3x 0.6x 5.2x 0.6x 5.0x NM 1.2x NM 9.3x 8.7x NM NA (12.6)% 1.0%
Fair Isaac Corp. FICO 21.51 24.22 9.90 1,015 1,267 2.0x 7.6x 2.0x 7.8x 1.9x NM NM 1.7x 16.0x 14.3x 13.4x NM 2.67 11.3% 6.2%
DealerTrack Holdings, Inc. TRAK 19.27 21.35 9.28 779 588 2.6x 23.1x 2.4x 12.8x 2.2x 10.8x 3.2x 1.9x NM 28.1x 22.3x NM NA (1.1)% (0.3)%

Infrastructure Median $21.51 $24.22 $11.40 $3,991 $3,509 2.6x 9.2x 2.4x 8.5x 2.2x 8.2x 8.8x 2.7x 17.2x 15.4x 13.4x NM 1.44 11.3% 8.1%

Branch-Based:  Pay-Day
Cash America International, Inc. CSH 36.66 36.66 12.01 1,074 1,498 1.4x 7.7x 1.3x 6.2x 1.2x 5.6x NM 1.7x 14.1x 10.4x 9.1x 12.8% 1.10 13.3% 8.3%
EZCORP Inc. EZPW 17.22 17.46 9.58 839 829 1.4x 7.0x 1.2x 6.0x NM NM 2.7x 2.0x 12.1x 9.9x 0.0x 15.0% 0.81 19.9% 15.7%
First Cash Financial Services Inc. FCFS 21.75 22.69 11.34 649 684 1.9x 9.1x 1.7x 7.7x 1.5x 6.7x 5.4x 3.3x 16.3x 13.5x 11.4x 17.0% 0.96 23.1% 14.8%
Dollar Financial Corp. DLLR 24.12 24.78 5.05 582 925 1.8x 7.0x 1.7x 5.3x 1.5x 4.7x NM 2.6x NM 11.0x 9.3x 13.5% 0.00 (2.0)% 7.4%
Advance America, Cash Advance Centers Inc.AEA 5.59 6.61 0.84 344 485 0.7x 4.6x 0.8x 4.3x 0.7x NM 4.9x 1.8x 8.5x 7.3x 5.5x 15.0% 0.57 22.0% 12.6%
QC Holdings Inc. QCCO 5.84 7.43 3.87 102 141 0.6x 3.3x 0.6x NM NM NM 2.2x 1.6x 5.3x 5.2x 0.0x NM 0.00 34.5% 16.2%

Branch-Based:  Pay-Day Median $19.49 $20.08 $7.32 $615 $756 1.4x 7.0x 1.2x 6.0x 1.3x 5.6x 3.8x 1.9x 12.1x 10.1x 7.3x 15.0% 0.69 20.9% 13.7%

Branch-Based:  Other

H&R Block, Inc. HRB 22.00 22.80 13.94 7,382 7,086 1.7x 6.8x 1.7x 7.0x 1.6x 5.8x NM 6.9x 14.4x 14.4x 11.3x 10.0% 1.44 54.4% 11.3%

CarMax Inc. KMX 24.31 24.50 7.22 5,393 5,524 0.8x 12.2x 0.7x 12.5x 0.7x 12.9x 2.9x 2.9x 22.1x 21.6x 20.3x 23.3% 0.95 14.3% 10.7%

Aaron's, Inc. AAN 28.14 34.42 21.86 1,526 1,493 0.9x 7.0x 0.8x 6.1x 0.7x 5.6x 2.3x 1.8x 14.1x 12.5x 11.3x 12.3% 1.14 13.6% 8.7%

Rent-A-Center Inc. RCII 19.01 22.26 14.85 1,257 1,876 0.7x 5.4x 0.7x 5.4x 0.7x 5.2x NM 1.0x 7.9x 8.0x 7.3x 7.3% 1.09 14.2% 7.2%

World Acceptance Corp. WRLD 38.24 38.24 11.26 621 836 2.0x 7.1x 1.8x 6.2x NM NM 2.0x 1.9x 9.1x 8.2x 0.0x NM 0.00 23.5% 12.5%

America's Car-Mart Inc. CRMT 24.88 26.33 9.09 292 328 1.0x 8.4x 0.9x 6.9x NM NM 1.7x 1.7x 13.3x 11.0x NM 15.0% 0.89 13.8% 10.4%

Jackson Hewitt Tax Service Inc. JTX 5.06 15.16 2.98 146 457 1.8x 6.6x 1.8x 6.6x 1.7x 5.8x NM 0.7x 6.9x 6.2x 5.0x NM 0.00 10.6% 5.9%

Branch-Based:  Other Median $24.88 $26.33 $11.26 $621 $836 1.0x 7.0x 0.9x 6.2x 0.7x 5.6x 2.0x 1.7x 9.1x 8.2x 6.2x 12.3% 0.89 13.8% 8.7%
Sources:  Capital IQ; Factset

1 Closing prices as of 01/08/2010
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


