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Unemployment:
ÁInitial jobless claims fell last week by 4K to 444K. This is the 5th consecutive week that initial jobless 
claims have fallen. The level of new claims remains high and the economy needs robust jobs growth 
over the next several years to rein in the stubbornly high unemployment rate (currently at 9.9%)

o If the economy produces jobs at the same rate as in the previous two recoveries, the 
unemployment rate will actually increase over time if the labour-force-population ratio (LFPR) 
returns closer to its pre-recession level. The LFPR will indeed rise as more discouraged 
workers re-enter the labour force as the recovery takes hold; the only question is at what 
speed the LFPR will return to its pre-recession level

Macroeconomic indicators:
ÁRetail sales in April increased 0.4% from March on a seasonally-adjusted basis. On a y-o-y basis, sales 
were up 8.8%. This is a positive sign of household confidence, but the high growth rate is an artifact of 
the fact that sales had plummeted last year in the wake of the Lehman crisis in September 2008. Sales 
in April  2010 are still below their level just before the recession deepened in late 2009
ÁConsumer confidence, as measured by the University of Michigan’s consumer sentiment index 
(UMCSI), rose to 73.3 from its prior level of 72.2. The UMCSI, as are other measures of consumer 
confidence, is a lagging indicator, meaning that they reflect on conditions that have already transpired, 
rather than giving insight on how future economic conditions will prevail 
ÁTotal capacity utilisation (TCU) grew again last month, expanding to 73.7%. This is still about 9% 
below its pre-recession level, but manufacturing activity has certainly bottomed out since falling to 
68.3% in June 2009. Since then TCU has grown at a rate of 54 basis points a month. At this rate, TCU 
would return to its pre-recession level (80.5%) by May 2011.
ÁThe trade deficit in March increased by 2.5%, growing to $40.4bn. The goods and services trade 
deficit was the highest since December 2008. The trade deficit is result of a huge merchandise trade 
deficit, which amounted to $52.9bn. The US actually enjoys a services trade surplus

Negative home equity:
ÁFirst American CoreLogic (FACL) reported the number underwater properties in the US in 2010Q1 at 
11,276,900 out of 47,674,187 mortgages, or 23.7% of all properties in the survey with a mortgage (the 
report does not include data from LA, ME, MS, SD, VT, WV and WY)

o The FACL data also counted properties that are “near” negative equity. Nationally, 4.9% of 
properties with mortgages are near negative equity, implying that 28.6% of properties in the 
US with mortgages are underwater or near underwater status

ÁThe states with the highest percentage of underwater residential properties are: (1) Nevada (69.9%), 
(2) Arizona (51.2%), (3) Florida (47.7%), (4) Michigan (38.6%) and (5) California (34.1%). The average 
loan-to-value (LTV) ratio of mortgages in these states is 123%, 94%, 91%, 86% and 71%, respectively

o Not surprisingly, the five states with the highest proportion of underwater properties are 
those where house values have fallen the most. According to the Case-Shiller index: Nevada 
property prices are down 55.7% from their peak; Phoenix is down 51.0%;  Miami is down 
47.4%,while Tampa is down 42.2%; Detroit is down 43.9%; and Los Angeles, San Diego and 
San Francisco are down 36.2%, 36.45 and 36.9%, respectively. With the exception of Detroit, 
the other cities in  this list are victims of the housing bubble (Detroit’s fundamentals are bad)
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ÁThe states with the lowest proportion of negative equity properties were (1) Oklahoma (5.9%), New 
York (7.0%), Montana (7.3%), Pennsylvania (7.4%), and North Dakota (8.0%). Of the five top 
performing states, three are principally rural states (Oklahoma, Montana and North Dakota)
ÁAmongst the five largest census urban centres, as ranked by the number of mortgages (LA, Chicago, 
Atlanta, New York and Washington DC), the share of negative equity properties was 26.2%, 23.8%, 
32.2%, 11.0% and 30.6%, respectively. Las Vegas is, by a wide margin, the census urban centre with 
the highest share of underwater mortgages at 74.7%; adding in near underwater properties the 
number of troubled mortgages reaches 77.5%. The average LTV in Las Vegas is a staggering 133.5% 
(LTVs above 80% are considered high for mortgages, at 100% there is an incentive to default) 

Greek crisis spreading to the euro:
ÁThe euro fell last week below $1.25 and evidence suggests that the long-run fair value of the euro is 
closer to $1.10. The troubles in Greece have investors worried about the viability of the euro. Greek 
debt restructuring (a euphemism for default) seems inevitable. More worrisome, however, is the 
prospect of Greece leaving the euro. This also raises the possibility that other troubled nations might 
leave the euro (e.g. Portugal, Ireland). Recent euro currency members and those whose linkages with 
the greater European common currency area are thin are also candidates to leave the currency union

o Even if Greece were to renege on its debts (i.e. stop servicing its bonds), the country is still 
suffering a (primary) budget shortfall of 8.6% of GDP. This means that the problems of Greece 
go well beyond onerous debt interest and debt payment obligations

ÁJean-Claude Trichet, Ben Bernanke’s counterpart at the European Central Bank, spoke to the media 
last week and was adamant that Greece would not leave the euro. However, such rhetoric is the 
standard position for any central bank official. It is a golden rule to never even hint of a possibility of 
devaluation or de-pegging a currency even when its possibility is on the table. This is because currency 
markets –as are many macro markets –tend to be determined by self-fulfilling prophecies 

o Mr Trichet conceded that the turbulence in the foreign exchange market for the euro is the 
most troubling situation for Europe’s exchange rates since the Great War, and Trichet
repeated the ECB’s position that it would consider buying government debt in the secondary 
market to support the euro, noting that such actions are within the ECB’s mandate. The 
possible move for the ECB to be buyers of government debt in the secondary market is 
supposed to  help bolster the euro, but many argue that such an intervention would only 
hasten the demise of the currency

ÁThe euro nations last week announced a $1 trillion package to aid the euro, by propping up weaker 
countries in the eurozone (typically in the south). Greece is likely to default on its debt and many 
European (esp. German) banks stand to face massive losses against their Greek exposure. The rescue 
package for includes $560bn in new loans to struggling countries and an additional $76bn in loans 
under an existing program. The IMF would also step in to the tune of $321bn, bringing the total close 
to $1 trillion, which is comparable in size (and intended purpose) to the $700bn TARP program that the 
US initiated when the economic crisis began unfolding un the United States in late 2007

The travails of GSEs:
ÁFannie Mae reported a loss of $11.5bn in Q1 and had to ask the government for $8.4bn in funds. 
Foreclosures lag the business cycle, so its mortgage portfolio. The loss is an improvement from its 
performance a year ago when it was in the red by $23.5bn. It was the 11th consecutive quarterly loss 
for the mortgage purchaser. In those 11 quarters Fannie has amassed losses of $145bn  
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Top left: The  base and adverse case scenarios for GDP growth vs actual GDP growth through 2010Q1. Sources: BEA, 
Treasury. Top right: Base and adverse case scenarios for unemployment vs actual unemployment (2010Q2 reflects April 
data only). Sources: BLS, Treasury. Middle left: Base and adverse case scenarios for housing (CSHI) compared with actual 
through 2010Q1. Sources: Case-Shiller, S&P, Treasury.Middle right: Composition of revolving credit over time. Sources: 
FRB. Bottom: Relative y-o-y change in the 4-week moving average of continued unemployment claims. Source: BLS.
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Top left: Employment population ratio has rebounded of late, suggesting job growth is keeping up and surpassing 
population pressures. Source: BLS. Top right: The labour-force-population ratio is increasing as jobs are created and as 
more people re-enter workforce. Source: BLS.Middle left: The Treasury’s expected path of job growth. Source: Treasury. 
Middle right:Treasury’s expected path of jobless rate. Source: Treasury.Bottom: Y-o-y change in total employment level. 
Since July 2009 the y-o-y trend has reversed, though is still in negative territory. Sources: FRB, NBER.
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Senator proposes limiting credit-card swipe fees

Credit Cards
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ÁCiting modest improvements in its recession-battered card portfolio, JPMorgan last week reported a 
$303 million loss within its Card Services unit for the first quarter ended March 31; it reported a 
$547 million net loss during the same period last year
ÁManaged net revenue for the unit was $4.4 billion, down 14.2% from $5.13 billion. Net interest 

income was $3.69 billion, down 17.6% from $4.48 billion, a drop caused by lower average managed 
loan balances, the impact of legislative changes and decreased fees. Credit card sales volume totaled 
$69.4 billion, up 4.2% from $66.6 billion
ÁChase managed $149.3 billion in loans at the end of March, down 15.2% from $176.13 billion a year 

earlier. The managed provision for credit losses was $3.5 billion, down 25.5% from $4.7 billion, 
which included a reduction of $1 billion for loan losses, partially offset by higher levels of charged-off 
accounts
ÁThe net charge-off rate during the quarter was 10.54%, up 368 basis points from 6.86% a year 

earlier. The delinquency rate for loans at least 30 days past due was 4.99%, down 35 basis points 
from 5.34% a year ago
ÁMerchant-processing volume during the quarter was $108 billion, up 14.4% from $94.4 billion a year 

earlier. Chase processed 4.7 billion total transactions, up 14.6% from 4.1 billion
Source: CollectionsCreditRisk.com

Chase reports $303 million Q1 card-services loss

ÁRules governing the price merchants pay for consumers' credit-card payments are likely to be 
debated as part of the financial reform bill making its way through the Senate
ÁSenator Dick Durbin (Democrat-IL), introduced three amendments to the bank-reform bill to control 

how much credit-card issuers charge merchants when consumers pay with a credit card. If enacted, 
the proposals would sharply dent the more than $40 billion in fees collected annually by card-issuing 
banks
ÁInterchange fees, also referred to as "swipe fees," are set by MasterCard and Visa, and vary from 

merchant to merchant and card to card. They average about 2% for credit-card transactions, and are 
higher for rewards and corporate cards
ÁRetailers loathe the fees because they eat into profits. Credit-card issuers, however, say they are 

needed to cover transaction costs, including losses from consumers who don't pay their bills
ÁAnother amendment, offered as an aid to small businesses, would allow merchants to set minimum 

and maximum purchase limits –something major card issuers don't allow and threaten to fine 
businesses that set them
ÁMasterCard and Visa have lobbied hard against any changes, as have the major banks that issue the 

cards. The fees represent a key revenue component for those banks, which have seen the CARD Act 
strip away or significantly reduce other sources of income in the last year

Source: MarketWatch.com
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SPECIALTY FINANCE HEADLINES

/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Debt on credit cards declines while overall consumer credit rises, Fed reports

Auto Finance

ÁFord reported a first-quarter profit of $[1.2] billion last Tuesday, compared to a $1.4 billion loss a 
year ago. But beyond Ford's rising sales and production lies a looming challenge: its finance unit. The 
finance arm makes its money on car loans and leases, and Ford, like the rest of the car industry, saw 
its sales plummet during the recession. That means the finance unit has fewer loans and leases 
generating monthly payments
ÁThe money owed to Ford Credit by people who bought or leased cars dropped to $95 billion at the 

end of last year from $118 billion at the end of 2008. Those receivables are expected to decline 
again this year to between $80 and $90 billion, reflecting lower sales over the past few years plus 
the phasing-out of financing for Jaguar, Land Rover, Mazda and Volvo vehicles. Ford Credit has said 
that despite its slowing business it expects to make another $1.5 billion dividend payment to Ford in 
2010. But the credit arm's receivables have dropped almost by half in the past few years –from 
about $147 billion in 2007 to as low as $80 billion expected this year –raising concern about its 
ability to help its parent
ÁFord Credit is trying to adjust to its diminished business. It plans a 20% staff cut by year's end while it 

is seeking to raise its credit rating and lower its cost of borrowing. Still, Ford Credit's average lending 
costs remain lower than those of GMAC. Ford Credit said it borrowed money on average at 4.9% in 
2009, compared with GMAC's rate of 6.25%

Source: Wall Street Journal

Credit-Arm concern may cloud Ford gain 

May 10th–May 16th, 2010 (Week 19)

ÁWhile people may have continued to pay off their credit cards, March saw an overall increase in 
consumer credit, according to a recent report from the Federal Reserve Board
ÁThe Fed said consumer credit increased at an annual rate of 1% during the third month of the year 

after seeing a revised 3% drop the month before. Overall, consumer credit increased from $2.44 
trillion to $2.45 trillion
ÁRevolving credit continued a slide seen since 2009, falling 4.5% at an annual rate in March. The 

majority of revolving loans are made up of credit card debt, and a decline indicates some consumers 
are managing to reduce what they owe
ÁRevolving credit fell from February's $855.8 billion total to $852.6 billion. Given the debt 

management implications this have, some may take it as a positive sign. However, dips in revolving 
credit could also indicate more people are defaulting on their credit cards, forcing lenders to charge 
off these bad debts
ÁDelinquencies, which are a future indicator of charge offs, also declined during that time. Accounts 

that are 30 days late on payment fell to 5.74%, while cards 60 days overdue declined to 4.27%
Source: Credit.com
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Student Loans
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!ǳǘƻ CƛƴŀƴŎŜ όŎƻƴǘΩŘύ

Honda sells $1.25 billion of bonds backed by auto loans

ÁHonda, through a finance arm, sold $1.25 billion of bonds backed by auto loans. The automaker, 
based in Tokyo, had planned to sell $1 billion of the securities. The largest top-rated portion, a 
$507.5 million piece maturing in about 1.99 years, yields 20 basis points more than the benchmark 
interest rate
ÁAbout $41 billion in securities backed by auto loans, credit card payments and other debt have been 

issued this year, compared with $33.9 billion in the year-ago period according to Bloomberg data
ÁTop-rated bonds backed by auto loans are trading at about 0.62 percentage points more than 

Treasuries, according to a Bank of America Merrill Lynch index. That compares with 0.81 percentage 
points on January 5, 2010
ÁFitch Ratings affirms the ratings of the Honda Auto Receivables 2009-2 Owner Trust asset-backed 

notes as follows:
o Class A-2 at 'AAA', Outlook Stable;
o Class A-3 at 'AAA', Outlook Stable;
o Class A-4 at 'AAA', Outlook Stable;

ÁThe rating affirmation is based on available credit enhancement. The collateral continues to perform 
within Fitch's expectations. In addition, under the credit enhancement structure the securities are 
able to withstand stress scenarios consistent with the original ratings and make full payments to 
investors in accordance with the terms of the documents

Source: BusinessWeek

ÁFour organizations that have landed government servicing contracts –Sallie Mae, Nelnet, Great 
Lakes Educational Loan Services and American Education Services –see an opportunity: buying the 
loans of smaller peers that could be pushed out of the federally guaranteed loan market
ÁSallie Mae, remains by far the largest originator of federally guaranteed loans. That company, along 

with Nelnet, Citigroup, Wells Fargo and others, made money from issuing and servicing the loans 
backed by the government, which for years didn't want the hassle of overseeing the program. But 
under a recent cost-cutting initiative, the Department of Education took charge of the loans, 
eliminating the fees given to middlemen. Four lenders will still be paid for servicing the loans, but 
they will no longer make money off originations
ÁSallie Mae, which in the first quarter originated $7.7 billion in FFELP loans, also bought $1.5 billion of 

federal loans from other lenders during that period. Vice Chairman and Chief Financial Officer Jack 
Remondi said in a call with analysts that the company is “eager” to buy loan portfolios or take on 
servicing responsibilities for those lenders that want to keep their portfolios

Source: Wall Street Journal

Student lenders see new opportunity in federal loans 
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SPECIALTY FINANCE HEADLINES

Other Consumer Finance

May 10th–May 16th, 2010 (Week 19)

ÁThe Federal Deposit Insurance Corporation (FDIC) has advanced a proposal aimed at overhauling 
part of the $4 trillion asset-backed securities market and introduced a rule that would require the 
biggest US banks to submit “funeral plans” to handle their possible collapse
ÁThe FDIC board also voted 3-2 to release for comment a measure requiring sellers of securitized 

loans to keep 5% of the credit risk in exchange for safe-harbor protection that makes the bonds 
more attractive to investors. The proposal aims to bolster a market whose collapse helped trigger 
the 2008 financial crisis
ÁJPMorgan, Bank of America and industry groups including the Mortgage Bankers Association (MBA) 

and the American Securitization Forum (ASF) pushed the FDIC to scrap or tone down the proposal 
after it was introduced in December, saying it could dampen the US economic recovery

Source: Bloomberg

FDIC board moves forward securitizations, bank ‘funeral plans’
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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 42.81 48.05 22.27 52,976 106,102 5.1x NA 3.9x NA 3.7x NA 5.0x 3.6x 20.7x 14.8x 12.5x 10.1% 2.05 17.7% 2.0%
Discover Financial Services DFS 14.79 17.08 8.36 8,272 17,935 7.2x NA 2.7x NA 2.8x NA 1.2x 1.3x 7.6x 35.4x 10.3x 8.0% 0.96 16.2% 2.0%
Alliance Data Systems Corporation ADS 76.84 77.98 37.44 4,160 10,170 4.7x 17.7x 3.7x 12.4x 3.4x 11.0x NM NM 21.8x 13.0x 11.3x 14.1% 1.54 100.1% 4.5%
CompuCredit Holdings Corp. CCRT 6.22 6.36 2.08 303 589 NM NA NA NA NA NA 2.1x 1.6x NM NM 0.0x 20.0% NM (117.8)% (47.2)%

Credit Card Median $28.80 $32.57 $15.32 $6,216 $14,053 5.1x 17.7x 3.7x 12.4x 3.4x 11.0x 2.1x 1.6x 20.7x 14.8x 10.8x 12.1% 1.54 16.9% 2.0%

Auto Finance
AmeriCredit Corp. ACF 22.48 26.17 10.24 3,095 10,287 17.1x NA 7.3x NA 7.7x NA 1.3x 0.0x 0.0x 16.0x 14.3x 9.0% NA 8.9% 1.7%
Credit Acceptance Corp. CACC 45.43 53.22 20.50 1,446 1,944 5.3x NA 4.7x NA 4.3x NA 2.7x 2.6x 9.7x 10.2x 9.2x NA NA 33.2% 12.4%
Nicholas Financial Inc. NICK 8.93 9.05 4.36 105 213 5.7x NA NA NA NA NA 1.1x 1.1x 10.6x NM NM NA NA 11.0% 4.8%
United Panam Financial Corp. UPFC 4.12 4.25 2.05 63 352 13.6x NA NA NA NA NA 0.5x 0.5x NM NM NM NA NA (16.4)% (3.8)%
White River Capital Inc RVR 13.75 15.50 8.75 58 92 4.2x NA NA NA NA NA 0.5x 0.6x 12.1x NM NM NA NA 5.0% 3.5%
Consumer Portfolio Services, Inc. CPSS 1.70 2.25 0.47 31 1,033 55.7x NA NA NA NA NA 0.8x 0.8x NM NM NM NA NA (91.2)% (4.2)%
First Investors Financial Services Group Inc.FIFS 5.00 5.40 2.20 22 372 15.2x NA NA NA NA NA 0.6x 0.6x 20.6x NM NM NA NA 3.2% 0.3%

Auto Finance Median $8.93 $9.05 $4.36 $63 $372 13.6x NA 6.0x NM 6.0x NA 0.8x 0.6x 10.6x 13.1x 11.8x 9.0% NA 5.0% 1.7%

Student Lending
SLM Corp. SLM 12.11 13.58 5.55 5,819 192,654 101.8x NA 50.5x NM 56.9x NA 1.6x 1.7x 10.0x 7.3x 7.8x 9.7% 1.03 14.3% 0.4%
Nelnet Inc. NNI 19.97 21.46 7.84 1,003 25,483 41.3x NA 41.2x NM 47.4x NA 1.7x 1.3x 7.4x 5.9x 7.7x 12.0% 0.61 19.5% 0.5%
Student Loan Corp. STU 26.01 52.55 25.73 529 45,181 135.1x NA NA NM NA NA 0.4x 0.4x 4.5x 0.0x 0.0x NM NA 8.3% 0.3%
First Marblehead Corp. FMD 3.13 3.89 1.67 335 142 4.0x NA 5.1x NM NA NM 1.2x 1.1x NM NM 0.0x NM NA (48.0)% (4.7)%

Student Lending Median $16.04 $17.52 $6.70 $766 $35,332 71.5x NA 41.2x NM 52.2x NM 1.4x 1.2x 7.4x 5.9x 3.9x 10.8% 0.82 11.3% 0.3%

Charged-Off Debt Buyers
Portfolio Recovery Associates Inc. PRAA 68.01 67.50 32.77 1,145 1,435 4.8x 14.9x 4.2x 11.8x 3.5x 9.9x 3.0x 2.8x 21.9x 18.2x 15.0x 17.2% 1.28 13.6% 7.1%
Encore Capital Group, Inc. ECPG 21.29 23.90 11.44 514 826 2.5x 7.1x 2.3x 9.2x 2.0x 8.0x 2.1x 1.9x 14.6x 12.2x 10.3x 14.8% 0.99 14.8% 11.8%
Asset Acceptance Capital Corp. AACC 7.74 9.09 5.11 233 386 2.3x NM 1.9x 22.2x 1.7x 12.6x 2.2x 1.9x NM 99.4x 20.1x 10.4% 0.00 (15.6)% (3.6)%
Asta Funding Inc. ASFI 8.52 9.14 3.48 126 233 3.7x NM 6.3x NM NA NA 0.8x 0.8x NM 18.5x NM 10.0% 0.00 (40.3)% (21.7)%

Charged-Off Debt Buyers Median $14.91 $16.52 $8.28 $374 $606 3.1x 11.0x 3.2x 11.8x 2.0x 9.9x 2.1x 1.9x 18.3x 18.3x 15.0x 12.6% 0.50 (1.0)% 1.8%

Diversified Financials
Wells Fargo & Company WFC 33.08 33.88 22.51 175,374 305,745 4.6x NA 3.6x NM 3.5x NA 2.8x NM NM NM NM 9.4% NA 10.9% 0.9%
Bank of America Corporation BAC 16.87 19.48 10.67 171,262 471,512 6.7x NA 3.9x NM 3.8x NA 1.5x 0.8x NM 16.5x 8.4x 7.5% NA 2.2% 0.2%
JPMorgan Chase & Co. JPM 40.81 47.81 32.27 165,872 169,803 2.3x NA 1.6x NM 1.6x NA 1.7x 1.0x 15.5x 11.9x 8.3x 7.8% 1.98 7.7% 0.6%
Citigroup, Inc. C 4.09 5.23 2.59 121,136 95,681 2.2x NA 1.1x NM 1.1x NA 1.1x 0.8x NM 15.4x 9.2x 6.5% NA 0.9% 0.1%
Royal Bank of Canada RY 60.64 62.42 41.94 86,892 NM NM NA NA NM NA NA 3.2x 2.6x 21.4x 13.0x 11.4x 10.0% 2.14 11.8% 0.6%
US Bancorp USB 26.38 28.26 16.59 51,526 106,741 9.4x NA 6.1x NM 5.8x NA 3.5x 1.9x 23.8x 16.5x 11.6x 6.8% 3.49 8.7% 0.9%
Capital One Financial Corp. COF 44.91 46.73 20.45 21,279 66,453 6.7x NA 4.2x NM 4.3x NA 2.1x 0.8x 14.8x 13.3x 11.5x 9.2% 1.62 7.0% 0.9%
Washington Mutual Inc. WAMU.Q 0.14 0.55 0.08 243 77,192 51.8x 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 $29.73 $31.07 $18.52 $104,014 $106,741 6.7x NA 3.9x NM 3.8x NA 1.9x 0.8x 18.5x 13.3x 9.2x 8.5% 2.06 7.3% 0.6%

Commercial Finance
ORIX Corp. IX 85.43 8,670.00 4,980.00 9,181 48,674 0.1x NA 0.1x NM 0.1x NA NM 0.7x NM NM NM NM NA 2.3% 0.3%
CIT Group, Inc. CIT 39.39 41.75 26.04 7,898 39,283 NM NA 15.6x NM 20.0x NA 1.0x 0.9x 27.2x NM 21.8x 12.5% 2.18 7.8% 0.9%
CapitalSource Inc. CSE 5.00 6.23 3.13 1,620 5,567 NM NA 12.2x NM 11.6x NA 0.9x 0.8x NM NM 13.1x 13.0% NA (41.6)% (7.2)%
NewStar Financial, Inc. NEWS 8.08 8.28 1.56 413 1,996 NM NA 20.8x NM 24.8x NA 0.7x 0.7x NM NM 18.4x 22.5% NA (7.9)% (1.9)%
Medallion Financial Corp. TAXI 8.22 8.83 6.56 145 494 11.9x NA NA NM NA NA 0.9x 0.9x 139.0x 9.7x 8.5x 10.0% 13.90 0.6% 2.6%
MicroFinancial Inc. MFI 3.70 4.04 2.28 54 107 5.1x NM NA NM NA NA 0.8x 0.8x 13.5x 5.1x 4.1x NM NA 6.2% 3.4%

Commercial Finance Median $8.15 $8.56 $4.85 $1,016 $3,782 5.1x NM 13.9x NM 15.8x NA 0.9x 0.8x 27.2x 7.4x 13.1x 12.8% 8.04 1.5% 0.6%

Infrastructure
Visa, Inc. V 85.73 96.59 59.49 63,158 58,567 7.9x 12.4x 7.1x 11.7x 6.3x 9.8x 24.0x 2.7x 23.8x 21.2x 17.6x NM 1.18 11.8% 7.8%
Mastercard Incorporated MA 232.31 267.22 156.78 30,429 27,357 5.2x 9.2x 4.9x 9.4x 4.4x 8.0x 9.8x 7.3x 18.0x 17.0x 14.2x NM 1.00 51.3% 23.2%
Western Union Co. WU 17.01 20.56 15.26 11,467 12,985 2.5x 9.0x 2.5x 8.6x 2.4x 8.1x NM NM 13.9x 12.8x 11.6x NM 1.14 336.8% 12.4%
Equifax Inc. EFX 32.80 36.40 25.17 4,209 5,295 2.9x 8.7x 2.8x 8.6x 2.7x 8.0x NM 2.5x 17.5x 16.5x 14.4x NM 1.84 15.7% 7.9%
Global Payments Inc. GPN 42.86 54.15 31.19 3,426 3,403 2.0x 8.3x 2.0x 8.4x 1.8x 7.5x 67.6x 3.6x 53.7x 16.3x 14.2x NM 3.76 6.9% 12.3%
Total System Services, Inc. TSS 15.56 17.59 12.80 3,093 2,816 1.7x 5.6x 1.6x 6.2x 1.6x 5.8x 3.7x 2.5x 13.6x 16.1x 14.7x NM 1.55 20.0% 12.9%
Convergys Corporation CVG 12.00 13.72 8.40 1,506 1,615 0.6x 7.7x 0.7x 5.7x 0.7x 5.1x 13.0x 1.2x NM 11.8x 10.2x NM NA (6.8)% 0.7%
Fair Isaac Corp. FICO 23.46 26.57 13.88 1,031 1,258 2.1x 8.1x 2.1x 7.5x 2.0x NM NM 1.8x 16.8x 16.4x 14.6x NM 3.25 11.6% 6.1%
DealerTrack Holdings, Inc. TRAK 17.02 21.35 13.08 680 497 2.2x 21.7x 2.1x 11.7x 1.9x 9.0x 3.1x 1.6x NM 32.5x 22.8x NM NA (0.3)% (0.7)%

Infrastructure Median $23.46 $26.57 $15.26 $3,426 $3,403 2.2x 8.7x 2.1x 8.6x 2.0x 8.0x 11.4x 2.5x 17.5x 16.4x 14.4x NM 1.55 11.8% 7.9%

Branch-Based:  Pay-Day
Cash America International, Inc. CSH 36.36 42.08 19.65 1,090 1,396 1.2x 5.9x 1.1x 5.6x 1.0x 5.0x NM 1.5x 10.6x 9.9x 8.8x 14.5% 0.73 16.0% 10.0%
EZCORP Inc. EZPW 19.09 23.34 10.09 935 914 1.4x 6.1x 1.2x 5.8x NM NM 2.6x 1.9x 10.8x 9.8x 0.0x 14.7% 0.74 20.0% 15.6%
First Cash Financial Services Inc. FCFS 21.93 23.63 14.33 666 627 1.6x 7.4x 1.5x 7.0x 1.3x 6.2x 4.1x 2.8x 14.9x 13.7x 11.7x 17.0% 0.88 22.1% 16.9%
Dollar Financial Corp. DLLR 22.58 26.68 9.84 559 1,002 1.7x 6.2x 1.6x 5.0x 1.4x 4.3x NM 2.5x NM 12.3x 9.4x 14.7% 0.00 (16.8)% 8.1%
Advance America, Cash Advance Centers Inc.AEA 4.77 7.30 3.56 301 370 0.6x 2.9x 0.6x 3.4x 0.6x 3.1x 3.1x 1.3x 5.4x 6.0x 5.3x 15.0% 0.36 26.0% 17.0%
QC Holdings Inc. QCCO 3.95 7.15 4.00 70 108 0.5x 2.4x 0.5x NM 0.5x NM 1.4x 1.1x 3.3x 4.9x 4.4x NM 0.00 36.5% 16.3%

Branch-Based:  Pay-Day Median $20.51 $23.49 $9.97 $613 $770 1.3x 6.0x 1.2x 5.6x 1.0x 4.6x 2.8x 1.7x 10.6x 9.8x 7.0x 14.7% 0.55 21.1% 16.0%

Branch-Based:  Other

H&R Block, Inc. HRB 17.27 23.07 13.94 5,725 6,808 1.7x 6.3x 1.8x 7.5x 1.8x 7.8x NM 6.0x 11.3x 12.4x 10.3x 11.0% 1.03 56.8% 8.1%

CarMax Inc. KMX 24.07 26.20 9.91 5,506 5,635 0.7x 10.4x 0.7x 11.8x 0.7x 10.7x 2.8x 2.7x 18.5x 18.8x 18.0x 17.9% 1.03 16.0% 11.5%

Rent-A-Center Inc. RCII 24.58 28.05 16.88 1,709 2,261 0.8x 5.8x 0.8x 5.9x 0.8x 5.6x 48.8x 1.2x 9.3x 9.0x 8.5x 6.6% 1.40 14.3% 7.6%

Aaron's, Inc. AAN 21.19 23.80 16.61 1,691 1,634 0.9x 6.9x 0.9x 6.5x 0.8x 6.0x 2.4x 1.8x 14.8x 13.8x 12.4x 12.2% 1.22 13.3% 8.9%

World Acceptance Corp. WRLD 35.80 43.65 16.40 617 783 1.8x 5.3x 1.7x 5.5x 1.5x 4.7x 1.6x 1.6x 8.0x 7.7x 7.1x 11.0% 0.72 21.9% 14.8%

America's Car-Mart Inc. CRMT 26.61 26.99 14.50 308 345 1.1x 7.9x 0.9x 7.0x 0.9x NM 1.7x 1.7x 12.4x 10.9x 9.2x 15.0% 0.83 14.9% 10.9%

Jackson Hewitt Tax Service Inc. JTX 1.79 7.48 1.48 52 409 1.8x 6.6x 2.0x 11.4x 1.9x 11.2x NM NM NM NM 4.8x 8.0% 0.00 (440.7)% 5.6%

Branch-Based:  Other Median $24.58 $26.99 $16.40 $617 $783 1.1x 6.6x 0.9x 6.5x 0.9x 5.8x 2.1x 1.6x 10.8x 10.0x 8.5x 11.0% 0.83 14.3% 8.9%
Sources:  Capital IQ; Factset

1 Closing prices as of 05/14/2010
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


