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Housing:
Many economic indicators suggest that the recovery is stalling (thus stoking fears of a double-dip 
recession). Notably, most measures of the health of the housing market have been very weak. Last 
week the number of building permits came in at 586K, which was higher than expected. However, the 
level is well below its pre-recession water mark and housing permits are at historic all-time lows; 
adjusted for population the numbers are even more morbid 

o Housing starts in June fell to 549K, down from 578K in May. Per capita housing starts have 
remained flat at around 200 units per 100,000 since 2009, an anemically low level. Housing 
typically rebounds strongly in recoveries as it usually responds to lowered interest rates, but 
the most recent recession is atypical in that it was not induced by the Federal Reserve raising 
interest rates to choke off inflationary pressures, nor was it induced by inventory 
adjustments. The recovery is also atypical since interest rates are at zero yet they are not low 
enough to stimulate the economy. The fact that the country is in a liquidity trap (reminiscent 
of post-bubble Japan), and that zero interest rates are insufficient to stimulate housing starts 
from their doldrums, is indicative of the depth of the weakness in the economy
o The supply of existing home inventories has risen to approximately 10 months (normal 
inventory level is about 6 months), suggesting that there should be significant downward 
pressure on housing prices in the latter half of the year. House prices have surprisingly been 
on the rebound since May 2009, possibly suggestive of a mini bubble 

Fear of deflation: 
Many pundits have been tripping over themselves over the fear of inflation; however, inflation is low 
at the moment and there is little indication that inflation is in the pipeline. Inflation expectations, as 
measured by the University of Michigan, has generally hovered below 3% since late-2008 (when the 
government undertook massive liquidity measures to save the economy from falling into an abyss)

o Money growth, as measured by M1, has been strong, but the rate of its growth has not 
been exceptional. Though M1 growth has exceeded historical rates, it has grown at a speed 
not much greater than in the 1990(III) recession/recovery. The 1990s were also a period of 
modest inflation, in spite of the rapid growth of M1. Moreover, when examining broader 
measures of money, such as M2, the expansion of money has been modest. In fact, M2 
growth through June 2010 has been the lowest of any economic recovery, with the exception 
of the 1990(III) recession/recovery

 In spite of industrial and employment slack in the economy, many pundits fear a return of inflation. 
Those who fear a return of inflation or, worse yet, stagflation (high unemployment coupled with high 
inflation), point to the low value of the dollar and the mounting public debt. The weak dollar has also 
spawned a rapid rise in the price of gold, which is often viewed as a hedge against inflation

Leading indicators:
 Initial unemployment claims came in at 464K last week. The total number of unemployed persons 
stood at 14.6 million in June, about double the level before the recession began in December 2007. 
The flow of newly unemployed has abated but remains high (over 400K) relative to historical levels
 The Conference Board’s index of leading indicators for June came in at negative 0.2%, suggesting 
that the economy is stalling and that the outlook for the near future is negative. On a bright note, the
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reading was higher than expected as markets were predicting a contraction of 0.4%. May’s number 
was positive 0.5%. The outlook is weak in the second half given the withdrawal of public spending

o The leading indicators report is a composition of previously announced indicators, which 
includes items such as new orders, jobless claims, money supply, average workweek, building 
permits and stock prices. The report is thus of little extra value as it is just an amalgamation of 
previously announced numbers. Nevertheless, the leading indicators report gives an 
aggregate picture of future performance based on a compilation of leading indicators

What the Europeans are doing:
 There is a debate ongoing both in the US and abroad regarding austerity versus stimulus. Those who 
preach austerity in the US point to the massive bill that the government incurred in its bailout of the 
economy (though it has profited also from many of its transactions) and rising debt problems. Those 
that fear a growth of public debt see countries such as Greece and Ireland as the product of a debt 
crisis.  Nevertheless, austerity now may cripple the future prospects of the economy 

o ECB chief, Jean-Claude Trichet, last week called for a global worldwide tightening of 
finances. He urged global governments, especially those in the developed sphere, to rein in 
public spending and impose tax hikes where necessary as numbers are beginning to suggest a 
healthy recovery in Europe. Trichet has clearly parked himself in the austerity camp in the 
debate between those urging more fiscal stimulus and those calling for cutbacks
o Trichet logically also supports a tightening of monetary policy – or as many economists have 
noted, any “tightening” should be seen as a resumption of normal monetary policy, rather 
than any actual tightening, per se.  In the US this is especially true as the country is mired in a 
liquidity trap, with the Fed’s key interest rate bounded below at zero  

 European banks underwent a stress test recently and the results were released with generally 
positive results. Of the 91 banks tested only 7 failed the regulatory stress test, but their passing should 
not be taken as a bill of clean health (rather that they aren’t likely to fail soon). The tests are 
reminiscent of those that were conducted by the Treasury and Fed after the failure of Lehman

US recovery stalling for consumers:
 In a recent survey, a majority of Americans stated that their economic situation is the same or worse 
than one year ago – when the country was still mired in a recession. (The US economy most likely 
began recovering in August 2009 – the NBER has yet to officially declare the end of the recession that 
began in December 2007 – so the recovery is likely close to one year old. The US is definitely no longer 
in a technical recession as it has seen 4 consecutive quarters of GDP growth, though fear remains of a 
double-dip recession, especially as the recovery seems to have stalled.) According to the survey: 

o 83% of households expect  to spend the same amount as last year on discretionary items
o 71% feel the same as or worse economically than last year
o 63% do not expect a “recovery” until 2012 at the earliest

 That close to 2/3 of Americans believe that a “recovery” is not expected until 2012 
speaks of the divergence between how households view a recession and how it is 
defined by the NBER or by its technical definition. This brings to mind the adage that 
“a ‘recession’ is when a neighbour loses a job; a ‘depression’ is when you lose your 
job.” With unemployment at 9.5% and U6 (broad unemployment) at 16.5% most 
households still perceive the country stuck in a recession and will likely not feel a 
recovery until jobs return to the economy

3
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Top left: Many economist are worried about inflation in the economy since central banks have pursued aggressively loose 
monetary policy to fight the recession – yet inflation remain slow. Source: BLS. Top right: Compared with other recessions 
and recoveries, inflation has been mild with even some mild disinflation. Source: BLS. Middle left: Historical time series of 
the inflation rate since 1948. Source: BLS. Middle right: The inflation rate over the last 12 months. Source: BLS. Bottom: 
M1, the narrowest measure of money, has grown stronger than in previous recessions and recoveries. Source: BLS.
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Top left: Historical time series of the S&P 500. The index appears to be heading for a third peak. Source: Yahoo! Finance. 
Top right: The relative performance of the S&P 500 index in recessions and recoveries. Source: Yahoo! Finance. Middle 
left: Historical time series of the price of gold. Sources: CapitalIQ, Gold Council. Middle right: Relative industrial 
production in recessions and recoveries. Industrial production is still well below pre-recession level. Source: FRB. Bottom: 
The relative growth of M2 (broad money) has slowed down since the recession ended. Source: FRB.
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Profit nearly triples for AmEx, Capital One

Credit Cards
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 Credit cards offered online by the 12 largest US banks have eliminated some of the most 
troublesome practices for consumers

 Many of these changes are the result of the Credit Card Accountability Responsibility and Disclosure 
Act (Credit CARD Act), in an effort to make the market more transparent and remove practices that 
are harmful to consumers

 Increasing interest rates on existing balances due to infractions has ended, as has applying payments 
to balances with the lowest interest rates. Instead, banks are required to apply payments to higher-
rate balances, and many rate increases have been restricted. Since the legislation takes effect in 
stages, some rules, such as prohibiting excessive late-payment fees, will not take effect until August 
22nd

 Penalty rates for missed payments are still widespread. The median penalty rate rose by 100 basis 
points to 29.99% 

 Fees for bank cash advances and balance transfers also rose. The median fee rose to 4% from 3%; 
14% of cards surveyed included an annual fee (down from 15% in July 2009), with a median annual 
fee up to $59 from $50

Source: Bloomberg

Credit-card reform ends many deceptive practices

 Increased use of credit cards, as well as fewer bad loans, boosted second-quarter profits at American 
Express and Capital One. Both companies’ profits nearly tripled. AmEx profits rose to more than $1 
billion from $337 million, and Capital One increased to $608 million, from $223 million

 Many banks are reporting higher earnings as a result of fewer losses on bad loans. Delinquency 
rates, a key gauge of future losses, are at their lowest this year. However, there is still little demand 
for new loans. Ultimately, the boost to earnings is not sustainable without growth in new accounts

 AmEx revenue rose 13% to $6.86 billion, aided by the implementation of a new accounting rule 
requiring companies to bring off-the-books securitized loans on to their balance sheets, as well as 
higher cardholder spending. In the latest quarter, average spending by AmEx card customers rose 
21% from a year earlier, to $3,288. AmEx’s net income and billed business are back at, or close to, 
pre-recession levels. Because of lower delinquency rates, AmEx put away only $652 million for 
potential losses, 59% less than in last year’s second quarter

 Capital One didn’t fare as well, and had to withdraw nearly $1 billion from the reserve it had set 
aside for future loan losses. Purchase volumes rose 3.2%, to $26.6 billion. Despite this, Capital One’s 
revenue fell 5.9%, to $3.7 billion, excluding the impact from accounting changes

Source: Wall Street Journal

July 19th – July 25th, 2010 (Week 29)
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SPECIALTY FINANCE HEADLINES

/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Consumer financial protections at least a year away

Auto Finance

 GM announced a deal to acquire AmeriCredit – the largest provider of loans to car buyers with low 
credit ratings – for $3.5 billion

 AmeriCredit specializes in loans to buyers with FICO scores in the range of 300 to 600 (i.e. subprime)
 The deal gives GM its first in-house lender since selling its finance arm GMAC, which is now know as 

Ally, in 2006
 This potentially exposes GM to more bad loans and the sort of risks which led GMAC to receive a 

$17 billion bailout under the threat of collapse 
 GM CEO claimed that not having a finance arm has meant GM is not as “competitive as it could be… 

hurting its ability to make loans and leases.” 
 GM’s CFO said he is confident that AmeriCredit can sustain itself without GM funding, that “they 

have been keeping credit losses under control and making money in this environment.” 
 A spokesman for the company said loan originations could total $900 million for the fourth quarter, 

up from $175 million last year 
Source: Wall Street Journal

GM acquires AmeriCredit for $3.5 billion

 Congress recently passed a Wall Street reform bill that creates a federal Bureau of Consumer 
Financial Protection, which is to serve as an independent watchdog agency that focuses solely on 
consumer lending and financial products, including credit cards and debit cards. However, a the 
agency likely won’t be up and running for at least a year

 The delay is mainly due to the bureau taking over consumer protection duties currently held by 
several existing agencies, including the Federal Reserve Board, the Office of the Comptroller of the 
Currency, the Office of Thrift Supervision, and the Federal Trade Commission and National Credit 
Union Administration

 Workers need to be transferred from existing agencies to the new bureau, and President Obama 
needs to appoint a director to lead the agency. The new bureau will have authority to enforce 
existing consumer laws, investigate unfair deceptive or abusive practices, and write new regulations 
when needed

 Amongst other duties, the bureau will set standards that banks and credit unions must follow in 
disclosing key terms for their products. It can also require banks to use language that is 
comprehensible and written in easy-to-read type font and size

Source: Creditcards.com

July 19th – July 25th, 2010 (Week 29)
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SPECIALTY FINANCE HEADLINES

Student Loans

Sallie Mae tumbles as student-loan originations drop

Other Consumer Finance

 The $1.4 trillion market for bonds backed by either consumer loans or commercial mortgages was 
troubled by uncertainty over a provision of the financial regulatory overhaul requiring public 
disclosure of third-party advice to companies issuing such securities

 This requirement threatens to freeze up not only the public sale of securities, but also private sales 
as issuers have stopped issuing bonds in the public market while they evaluate their alternatives

 Indicative of this belief is the fact that no new asset-backed deals were accomplished last week, 
compared to $3 billion of new bonds the week before

 The importance of these securities lies within their ability to provide affordable credit to consumers, 
spurring the consumer spending that is vital to economic recovery

 The clarity of what “publicly available” actually means is currently being debated as this law does not 
clarify if private deals are exempt from this provision

 An SEC official revealed that the commission is looking for ways to ensure that asset-backed deals 
can continue such that the regulatory change will not undermine everything

 Ultimately, issuers might be forced to withdraw from the asset-backed securities market and raise 
money through corporate bonds or the commercial paper market

Source: Wall Street Journal

ABS market suffers new blow from financial regulation revamp

 Sallie Mae’s stocks saw declined the most in six months after reports revealed that loan originations 
decreased while uncollectible debts increased in the second quarter

 Investors learned that the company created $219 million in private loans, non-government 
guaranteed, compared with $389 million a year ago, indicative of a 44% freefall. Complemented 
with this drop is an increase in private education loan charge-offs to $336 million from the $284 
million recorded during the first quarter of 2010

 Applications for new loans are weak as households reduce borrowing while turning to cheaper 
alternatives such as the education loans provided by the government 

 Company stock fell 7.8% this year as well due to legislation that effectively hindered lending through 
the Federal Family Education loan program; this eliminated a chunk of the origination business while 
forcing greater reliance on private loans

 Charge-offs have also been falling this year and therefore this increase surprised analysts and will 
without a doubt factor into Sallie Mae’s intention to restructure after losing its government-
guaranteed lending

Source: Reuters

July 19th – July 25th, 2010 (Week 29)
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SPECIALTY FINANCE HEADLINES

hǘƘŜǊ /ƻƴǎǳƳŜǊ CƛƴŀƴŎŜ όŎƻƴǘΩŘύ

 Standard & Poor’s and Experian released a comprehensive measure for data through June 2010 
which showed that monthly default rates declined for all five credit lines

 Defaults on bank card loans were down from 8.9% to 8.8%
 Defaults for first mortgages were down from 8.3% to 3.3%
 Defaults on second mortgages were down .03% to 2.4%
 Auto loan defaults were down from 1.8% to 1.7%
 While this picture may seem encouraging to many, and consistent with reports that people continue 

to eschew debt, it is also consistent with the fact that consumer’s credit use is declining which is 
dampening the outlook for spending. The declining defaults are also consistent with the decoupling 
of unemployment and charge-offs due to the prolonged duration of unemployment. Long durations 
of unemployment means fresh charge-offs are less likely as consumers never rehabilitate to receive 
new credit

 Rates also varied across major cities and regions of the US. New York City had the largest decline in 
defaults at 12.11% just last month while Dallas had the smallest with 4.13% over the past month

Source: Wall Street Journal

S&P/Experian Index confirms declining default rates

July 19th – July 25th, 2010 (Week 29)
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July 19th – July 25th, 2010 (Week 29)

($ in millions, except per share data) Total Enterprise Value / Price /

Stock Price Market LTM4 FY 2010E FY 2011E LTM4 FY 10E FY 11E Est. EPS '10E 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 44.79 48.05 27.68 53,804 104,804 5.1x NM 3.8x NM 3.6x NM 4.5x 3.6x 16.7x 14.2x 12.5x 10.1% 1.65 22.9% 2.5%
Discover Financial Services DFS 15.06 17.08 11.66 8,193 16,169 5.5x NM 2.4x NM 2.5x NM 1.5x 1.4x 8.6x 19.3x 9.3x 7.0% 1.22 16.1% 2.1%
Alliance Data Systems Corporation ADS 56.66 77.98 49.85 3,023 9,038 4.2x 14.3x 3.3x 10.8x 2.9x 9.7x NM 86.6x 15.9x 9.6x 8.1x 14.4% 1.11 135.7% 5.2%
CompuCredit Holdings Corp. CCRT 4.92 6.50 2.21 236 1,040 NM NM NA NM NA NM 1.8x 1.3x NM NM 0.0x 20.0% NM (119.1)% (34.4)%

Credit Card Median $29.93 $32.57 $19.67 $5,608 $12,603 5.1x 14.3x 3.3x 10.8x 2.9x 9.7x 1.8x 2.5x 15.9x 14.2x 8.7x 12.2% 1.22 19.5% 2.3%

Auto Finance
AmeriCredit Corp. ACF 24.01 26.17 14.27 3,231 10,423 17.3x NM 7.4x NM 7.7x NM 1.4x 1.4x 17.6x 16.3x 14.7x 8.4% 2.09 8.9% 1.7%
Credit Acceptance Corp. CACC 52.50 53.22 26.01 1,629 2,127 5.8x NM 5.0x NM 4.6x NM 3.1x 3.0x 11.2x 10.9x 9.3x NA NA 33.2% 12.4%
Nicholas Financial Inc. NICK 8.25 9.05 5.02 97 205 5.1x 14.3x NA 10.8x NA 9.7x 1.0x 1.0x 8.9x NM NM NA NA 11.9% 5.3%
United Panam Financial Corp. UPFC 4.30 4.55 2.30 68 307 14.5x NM 9.9x NM 12.2x NM 0.5x 0.5x NM NM 35.8x 25.0% NA (14.8)% (3.9)%
White River Capital Inc RVR 15.00 15.50 10.00 59 94 4.3x NM NA NM NA NM 0.6x 0.6x 12.3x NM NM NA NA 5.0% 3.5%
First Investors Financial Services Group Inc.FIFS 5.27 5.40 2.55 24 350 4.7x NA NA NA NA NA 0.6x 0.6x 33.6x NM NM NA NA 1.9% 0.2%
Consumer Portfolio Services, Inc. CPSS 0.84 2.25 0.50 15 908 80.7x NA 5.5x NA 5.3x NA 0.5x 0.5x NM NM NM NA NA (105.2)% (5.1)%

Auto Finance Median $8.25 $9.05 $5.02 $68 $350 5.8x 14.3x 6.4x 10.8x 6.5x 9.7x 0.6x 0.6x 12.3x 13.6x 14.7x 16.7% 2.09 5.0% 1.7%

Student Lending
SLM Corporation SLM 10.93 13.58 8.17 5,309 196,353 103.7x NM 60.0x NM 58.4x NM 1.4x 1.4x 5.4x 6.5x 7.4x 6.0% 0.90 23.2% 0.6%
Nelnet Inc. NNI 19.34 21.46 12.15 969 26,413 40.6x NM 36.5x NM 40.9x NM 1.5x 1.2x 5.8x 4.6x 6.1x 12.0% 0.48 22.2% 0.6%
Student Loan Corp. STU 22.42 52.55 21.16 448 44,826 139.4x 14.3x NA NM NA NM 0.3x 0.3x 3.9x 0.0x 0.0x NM NA 7.9% 0.3%
First Marblehead Corp. FMD 2.64 3.89 1.80 264 71 2.1x NM 2.6x NM NA NM 1.0x 1.0x NM NM 0.0x NM NA (48.0)% (5.0)%

Student Lending Median $15.61 $17.52 $10.16 $709 $35,619 72.2x 14.3x 36.5x NM 49.7x NM 1.2x 1.1x 5.4x 4.6x 3.1x 9.0% 0.69 15.0% 0.4%

Charged-Off Debt Buyers
Portfolio Recovery Associates Inc. PRAA 62.61 72.37 41.17 1,062 1,353 4.6x 13.8x 3.9x 11.0x 3.3x 9.3x 2.8x 2.5x 20.0x 15.9x 13.4x 17.2% 1.17 13.6% 7.1%
Encore Capital Group, Inc. ECPG 20.00 23.90 11.91 469 781 2.4x 6.9x 2.1x 8.7x 1.9x 7.5x 2.0x 1.8x 13.9x 11.3x 9.5x 14.8% 0.95 14.8% 11.8%
Asset Acceptance Capital Corp. AACC 4.51 8.50 3.82 138 291 1.7x NM 1.4x 16.1x 1.2x 8.4x 1.3x 1.1x NM 57.5x 11.4x 10.4% 0.00 (15.6)% (3.6)%
Asta Funding Inc. ASFI 9.06 9.87 5.70 132 221 3.9x NM 5.9x NM NA NM 0.8x 0.8x NM 20.0x 0.0x 10.0% 0.00 (36.4)% (20.5)%

Charged-Off Debt Buyers Median $14.53 $16.89 $8.81 $304 $536 3.2x 10.4x 3.0x 11.0x 1.9x 8.4x 1.6x 1.5x 17.0x 17.9x 10.5x 12.6% 0.47 (1.0)% 1.8%

Diversified Financials
JPMorgan Chase & Co. JPM 39.83 47.81 35.83 158,356 149,322 2.1x 13.8x 1.5x NM 1.5x 9.3x 1.5x 1.0x 11.8x 11.1x 8.3x 8.4% 1.41 9.2% 0.7%
Wells Fargo & Company WFC 27.42 33.88 23.47 142,862 234,520 3.5x 6.9x 2.8x NM 2.7x 7.5x 2.2x 1.3x 16.5x 12.0x 9.2x 10.0% 1.65 10.0% 0.9%
Bank of America Corporation BAC 13.74 19.48 12.51 137,812 308,338 4.4x NM 2.7x NM 2.7x 8.4x 1.2x 0.7x NM 14.8x 8.5x 6.5% NA 2.1% 0.2%
Citigroup, Inc. C 4.02 5.23 2.69 116,481 92,957 2.2x NM 1.0x NM 1.1x NM 1.0x 0.8x NM 11.5x 9.2x 9.3% NA (0.2)% (0.0)%
Royal Bank of Canada RY 52.02 62.42 49.48 73,943 NM NM NA NA NM NA NA 2.7x 2.2x 13.9x 12.1x 9.8x 7.3% 1.89 15.5% 0.8%
U.S. Bancorp USB 23.70 28.26 19.42 45,430 103,331 9.1x NA 5.9x NM 5.6x NA 2.9x 1.7x 20.3x 14.5x 10.6x 6.5% 3.13 10.1% 1.0%
Capital One Financial Corp. COF 40.84 46.73 27.83 18,645 61,464 6.2x NA 3.9x NM 4.1x NA 1.7x 0.7x 7.9x 9.9x 9.7x 9.2% 0.86 9.4% 1.3%
Washington Mutual Inc. WAMU.Q 0.17 0.55 0.08 297 77,246 22.1x NA 6.3x NM 6.1x NA 0.0x 0.0x NM 0.1x 0.1x 12.0% NA (24.4)% (2.0)%

Diversified Financials Median $25.56 $31.07 $21.45 $95,212 $103,331 4.4x 10.4x 2.8x NM 2.7x 8.4x 1.6x 0.9x 13.9x 11.7x 9.2x 8.8% 1.65 9.3% 0.8%

Commercial Finance
ORIX Corp. IX 73.88 8,670.00 5,290.00 7,941 45,182 0.1x NM 0.0x NM 0.0x 9.3x NM 0.5x 26.3x(Invalid As Of Time Period) 10.3x NM NA 2.4% 0.4%
CIT Group, Inc. CIT 37.76 41.75 26.04 7,553 41,623 NM NM 16.5x NM 21.2x 7.5x 0.9x 0.9x 30.5x NM 20.6x 12.5% 2.44 7.8% 0.9%
CapitalSource Inc. CSE 5.12 6.23 3.13 1,652 5,599 NM NM 12.1x NM 11.6x 8.4x 0.9x 0.8x NM NM 14.6x 13.0% NA (41.6)% (7.2)%
NewStar Financial, Inc. NEWS 7.01 8.28 2.08 349 1,850 NM NM NA NM 23.0x NM 0.6x 0.6x NM NM 15.4x 25.0% NA (8.8)% (2.1)%
Medallion Financial Corp. TAXI 7.09 8.83 6.50 125 466 11.7x 18.5x NA NM NA NA 0.8x 0.8x NM 8.1x 7.1x 10.0% NA (0.5)% 2.6%
MicroFinancial Inc. MFI 3.98 4.04 2.76 57 114 5.4x NM NA NM NA NA 0.8x 0.8x 13.0x 5.5x 4.4x NM NA 6.6% 3.5%

Commercial Finance Median $7.05 $8.56 $4.82 $1,001 $3,725 5.4x 18.5x 12.1x NM 16.4x 8.4x 0.8x 0.8x 26.3x 6.8x 12.5x 12.8% 2.44 1.0% 0.6%

Infrastructure
Visa, Inc. V 75.59 96.59 65.46 55,720 51,129 6.9x 12.1x 6.2x 10.2x 5.4x 8.5x 21.1x 2.6x 23.3x 18.4x 15.2x NM 1.16 11.8% 7.8%
Mastercard Incorporated MA 212.94 267.22 185.47 27,855 24,783 4.7x 9.2x 4.5x 8.6x 4.0x 7.4x 9.0x 7.3x 18.0x 15.3x 12.8x NM 1.04 51.3% 23.2%
Western Union Co. WU 16.31 20.56 14.90 10,963 12,481 2.4x 8.8x 2.4x 8.3x 2.3x 7.8x NM 28.9x 13.6x 12.1x 11.0x NM 1.12 336.8% 12.4%
Equifax Inc. EFX 30.47 36.40 25.60 3,858 4,944 2.7x 8.3x 2.7x 8.1x 2.6x 7.6x NM 2.3x 16.5x 16.1x 14.6x NM 1.69 15.7% 7.9%
Global Payments Inc. GPN 39.68 54.15 36.10 3,238 3,216 1.9x 8.0x 1.9x 7.9x 1.7x 7.2x 62.5x 3.5x 51.2x 14.8x 13.0x NM 3.62 6.9% 12.3%
Total System Services, Inc. TSS 15.42 17.59 13.32 3,044 3,024 1.8x 6.2x 1.8x 6.5x 1.7x 6.2x 3.5x 2.5x 13.9x 15.7x 14.6x NM 1.61 18.9% 12.0%
Convergys Corporation CVG 10.69 13.72 9.51 1,322 1,431 0.5x 7.1x 0.7x 5.1x 0.6x 4.6x 11.6x 1.1x NM 10.4x 8.9x NM NA (6.8)% 0.7%
Fair Isaac Corp. FICO 24.45 26.57 17.80 1,116 1,344 2.2x 8.5x 2.2x 7.7x 2.2x NM NM 2.0x 17.9x 15.3x 13.9x NM 3.46 11.6% 6.1%
DealerTrack Holdings, Inc. TRAK 16.12 21.35 14.14 650 467 2.1x 20.3x 1.9x 11.0x 1.7x 8.5x 2.9x 1.5x NM 30.7x 22.3x NM NA (0.3)% (0.7)%

Infrastructure Median $24.45 $26.57 $17.80 $3,238 $3,216 2.2x 8.5x 2.2x 8.1x 2.2x 7.5x 10.3x 2.5x 17.9x 15.3x 13.9x NM 1.61 11.8% 7.9%

Branch-Based:  Pay-Day
Cash America International, Inc. CSH 34.02 42.08 26.19 1,005 1,364 1.2x 5.7x 1.1x 5.4x 1.0x 4.7x NM 1.4x 9.7x 9.2x 8.1x 14.5% 0.67 16.1% 9.8%
EZCORP Inc. EZPW 20.17 23.34 11.81 992 1,004 1.5x 6.4x 1.3x 6.3x 1.2x NM 2.5x 2.0x 11.0x 10.2x 9.0x 14.8% 0.75 20.5% 16.0%
First Cash Financial Services Inc. FCFS 24.52 24.53 17.10 739 700 1.8x 8.4x 1.7x 7.9x 1.5x 6.9x 4.3x 3.1x 16.4x 15.1x 13.0x 17.0% 0.96 21.6% 16.7%
Dollar Financial Corp. DLLR 19.25 26.68 15.12 468 911 1.5x 5.2x 1.4x 4.8x 1.2x 4.1x NM 2.1x NM 10.7x 8.1x 14.8% 0.00 (34.5)% 9.1%
Advance America, Cash Advance Centers Inc.AEA 3.76 7.30 3.55 234 303 0.5x 2.5x 0.5x 3.0x 0.5x 2.6x 2.5x 1.1x 4.4x 5.0x 4.2x 15.0% 0.29 26.0% 17.1%
QC Holdings Inc. QCCO 3.99 7.15 3.48 69 90 0.4x 2.1x 0.5x NM 0.4x NM 1.4x 1.0x 3.5x 5.0x 4.6x NM 0.00 32.7% 17.5%

Branch-Based:  Pay-Day Median $19.71 $23.94 $13.47 $604 $806 1.3x 5.5x 1.2x 5.4x 1.1x 4.4x 2.5x 1.7x 9.7x 9.7x 8.1x 14.8% 0.48 21.0% 16.3%

Branch-Based:  Other

H&R Block, Inc. HRB 15.23 23.07 13.98 4,924 4,270 1.1x 4.3x 1.1x 4.7x 1.1x 4.7x 21.2x 3.4x 10.4x 10.1x 8.7x 11.0% 0.95 34.4% 10.4%

CarMax Inc. KMX 20.99 26.20 15.73 4,696 8,585 1.1x 13.6x 1.1x 16.8x 1.0x 13.9x 2.4x 2.4x 13.4x 13.9x 13.5x 14.3% 0.93 19.8% 8.0%

Rent-A-Center Inc. RCII 22.75 28.05 17.59 1,497 2,049 0.7x 5.6x 0.7x 5.3x 0.7x 5.1x 45.2x 1.1x 8.7x 8.2x 7.7x 7.5% 1.17 14.3% 7.6%

Aaron's, Inc. AAN 17.93 23.80 16.44 1,398 1,342 0.8x 5.9x 0.7x 5.5x 0.7x 5.0x 2.0x 1.6x 12.8x 12.0x 10.8x 12.6% 1.02 13.3% 8.9%

World Acceptance Corp. WRLD 41.03 43.65 23.61 643 809 1.8x 5.8x 1.7x 5.7x 1.6x 5.0x 1.7x 1.8x 9.2x 8.5x 7.8x 11.0% 0.84 21.7% 14.6%

America's Car-Mart Inc. CRMT 23.40 26.99 18.98 264 305 0.9x 6.6x 0.8x 6.3x 0.8x 5.5x 1.5x 1.5x 10.3x 9.0x 8.0x 15.0% 0.69 16.1% 11.9%

Jackson Hewitt Tax Service Inc. JTX 1.09 6.90 0.93 32 295 1.4x 8.1x 1.4x 5.5x 1.4x 4.9x NM NM NM NM 56.1x 8.0% 0.00 (249.2)% 2.9%

Branch-Based:  Other Median $22.75 $26.99 $17.59 $643 $809 0.9x 5.9x 0.8x 5.5x 0.8x 5.0x 1.9x 1.5x 9.8x 8.7x 8.0x 11.0% 0.84 14.3% 8.9%
Sources:  Capital IQ; Factset

1
Closing prices as of 07/23/2010

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


