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The dollar and commodities:
ÁThe US greenback took a drubbing last week on foreign exchange markets. The dollar flirted with 
$1.50 to the euro last week, and fell below 90 yen against the Japanese currency. Against the Canadian 
ŘƻƭƭŀǊ ǘƘŜ ƎǊŜŜƴōŀŎƪ ŦŜƭƭ ǘƻ Ƨǳǎǘ ϷлΦфрΣ ŀƭƳƻǎǘ ǇǳǘǘƛƴƎ ǘƘŜ ŘƻƭƭŀǊ ƻƴ ǇŀǊƛǘȅ ǿƛǘƘ ǘƘŜ άƭƻƻƴƛŜέ 
ÁCrude oil is now back to about $70 ςstill at just half the level of its all-time high in 2007, but much 
higher than its most recent nadir of $40. Crude stands to benefit from a global recovery
ÁCommensurate with the change in price for oil, retail gasoline has also soared in recent months, now 
at about $2.40 per gallon, though still a far cry from its peak in July 2007 when it surpassed the $4 per 
gallon threshold. Nevertheless, the price is still much higher than in December 2008 when it fell briefly 
below $1.60, although it has ameliorated from its level in June when it was over $2.60 per gallon

o The retail price of gasoline in 1990 was $1.19, which adjusted for inflation is  equivalent to 
ϷмΦфт ƛƴ ǘƻŘŀȅΩǎ ƳƻƴŜȅΦ hōǾƛƻǳǎƭȅ ǘƘŜ ƎǊƻǿǘƘ ƛƴ ƎŀǎƻƭƛƴŜ ǇǊƛŎŜǎ Ƙŀǎ ŦŀǊ ŜȄŎŜŜŘŜŘ ǘƘŀǘ ƻŦ ǘƘŜ 
general economy; changes in global supply have not kept up with changes in global demand 
over the past several decades

ÁGold traded last week at an all-time high, at well over $1,000, reflecting investor nervousness over a 
weak dollar (gold, as are most commodities, are priced in US dollars, so when the value of the US dollar 
falls commodity prices often increase to maintain the effective real price of a commodity). Despite its 
high, gold is still a far cry from its inflation-adjusted peak back in the early 1980s when it traded at 
close to $2,000 in current dollar terms

Monetary policy:
Á¢ƘŜ wŜǎŜǊǾŜ .ŀƴƪ ƻŦ !ǳǎǘǊŀƭƛŀ ό!ǳǎǘǊŀƭƛŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪΣ ƻǊ ǘƘŜ !ǳǎǘǊŀƭƛŀƴ ŎƻǳƴǘŜǊǇŀǊǘ ƻŦ ǘƘŜ CŜŘŜǊŀƭ 
Reserve) raised interest rates last week. This came as a surprise as most central banks in industrialized 
countries are still struggling with a sagging economy. The Fed has already made it clear that it does not 
ŦƻǊŜǎŜŜ ǊŀƛǎƛƴƎ ƛǘǎ ōŜƴŎƘƳŀǊƪ ƛƴǘŜǊŜǎǘ ǊŀǘŜ όǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜ ŦǳƴŘǎ ǊŀǘŜΣ ƻǊ άCŜŘ ŦǳƴŘǎ ǊŀǘŜέ ŦƻǊ 
short) for a considerable amount of time (i.e. not until unemployment starts coming down, and all data 
indicated that unemployment will not start decreasing until well into 2010)

o In contrast to the US and other bubble economies (such as Ireland, Spain and the UK), 
!ǳǎǘǊŀƭƛŀΩǎ ŜŎƻƴƻƳȅ ǊŜƳŀƛƴŜŘ ǊŜƭŀǘƛǾŜƭȅ ǎǘǊƻƴƎ ƛƴ ǘƘŜ Ǝƭƻōŀƭ ǊŜŎŜǎǎƛƻƴΦ aƻǊŜƻǾŜǊΣ !ǳǎǘǊŀƭƛŀ 
(as is Canada) is seen as a resource-based economy, and commodity prices have been rising, 
which is one factor that might have spurred officials in Australia to raise rates (as well as the 
fact that their economy may indeed be rebounding robustly ςōǳǘ ŘƻƴΩǘ ŜȄǇŜŎǘ ŀ ǎǘǊƻƴƎ 
rebound in the US as there are major differences between the countries)

ÁRestoring normal monetary policy for the country will be one of the most challenging tasks for Ben 
Bernanke. For the past 2 years the Fed has thrown everything but the kitchen sink at the economy 
without much in helping it to revive the economy (although had those actions not been taken the 
ŜŎƻƴƻƳȅ Ƴŀȅ ƘŀǾŜ ŀŎǘǳŀƭƭȅ ŦŀƭƭŜƴ ƛƴǘƻ ŀ ŘŜǇǊŜǎǎƛƻƴύΦ ¢ƘŜ CŜŘΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘ ƛǎ ƴƻǿ ƳǳŎƘ ŜȄǇŀƴŘŜŘ 
after it made commitments to backstop ailing banks ςnevertheless, it has actually made a profit on 
some of these transactions
ÁInflation remains a cause for concern, given the vast amounts of liquidity that the Fed has pumped 
into the economy, although a more pressing issue at the moment is deflation. Nevertheless, a key 
concern will be at what speed to bring interest rates back to normal levels:

FG ADVISORS: INVESTMENT BANKING SERVICES
FGSOLUTIONS: STRATEGIC CONSULTING SERVICES

Weekly Specialty Finance Industry Review

October 5thςOctober 11th, 2009 (Week 41)

2

THIS WEEK IN THE ECONOMY

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.



o Leave them low for too long and (as was the case in the last business cycle) it may induce 
yet another asset/credit bubble
o Raise rates too quickly and risk plunging the economy into a double-dip recession or L-
shaped recovery (as was the case in Japan in its post-bubble economy) 

Unemployment:
ÁUnemployment claims came in last week at 521,000 (better than expected). The figure is still very 
elevated (prior to the start of the recession it was at 341,500 (4-week moving average)
ÁInitial claims peaked in the last week of March when it reached 674,000. Continued claims (i.e. the 
total number of people collecting unemployment insurance) looks to have peaked in June at 6,774,250 
and in September fell to 6,144,250. Since the recession began the economy has shed over 7.6 million 
jobs; a month before the recession (November 2007), continued unemployment claims were already 
at 2.6 million. All told, the number of unemployed people now number 15.2 million

o The average duration of unemployment in this recession is now 26.2 weeks (median 
duration is 17.3 weeks), far higher than any other recession on record (the 1981III recession 
saw average unemployment duration of approximately 20 weeks)
o The number of long-term unemployed workers (unemployed for over 26 weeks) stands at 
5.4 million in September; total unemployed now stands at 15.3 million

ÁThe Senate announced last week that they had reached a deal to extend unemployment benefits by 
14 weeks to all jobless workers in all 50 states

Consumer credit:
ÁConsumer credit fell in July (most recent data) to $2,472bn, down over $20bn from June and almost 
$110bn from last year. It is likely that measures such as consumer credit will fall sharply in September, 
coincident with the fall in auto sales, as programs such as cash for clunkers have likely propped up (or 
moved forward demand) consumer expenditures. Of course there is nothing wrong with switching 
consumption over time ςindeed consumption smoothing is generally regarded as favorable  Retail 
spending came in higher than expected in September, posting its first month-to-month gain since 
August 2008. However, this should not be taken as sign that consumers have returned to their old 
spending habits. There is evidence that part of the increase is likely due to a shift of back-to-school 
spending from August to September, as well as pent up retail spending that was released after 
consumers used their balances in earlier months to take advantage of the cash-for-clunkers program
ÁThe CBO revised its August estimate on the size of federal deficit, with the most recent October 
figures at $1.4 trillion, down significantly from $1.6 trillion. Despite the improvement, investors are still 
ǾŜǊȅ ƴŜǊǾƻǳǎ ŀōƻǳǘ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŦƛǎŎŀƭ ƘŜŀƭǘƘΣ ǿƘƛŎƘ Ƙŀǎ ǳƴŘŜǊǎŎƻǊŜŘ ǘƘŜ ǊŀǇƛŘ ŘŜŎƭƛƴŜ ƻŦ ǘƘŜ ¦{ 
dollar as international investors fret over the long-term health of the American economy

ÁThe fact that the economy is already drowning in red ink has made it difficult for the 
government to tackle unemployment. But trying to be austere might not be the best remedy 
for the economy at the moment. Recalling the simple (demand) equation for GDP = C + I + G + 
NX, it is clear that C, I and NX are all down. The only spending that is propping the economy is 
thus G. Moreover, as Paul Krugman has often pointed out, the cost of G is not as high as some 
assume because government spending would boost income and thus tax revenues, so the 
burden of higher fiscal spending is not as onerous a prime facie perceived. Moreover, not 
spending now may hamper the economy in the long run if it pulls back investing in areas such 
as education and infrastructure (which are actually public investments)
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Top left: The trade-ǿŜƛƎƘǘŜŘ ŜȄŎƘŀƴƎŜ ǊŀǘŜ ōŀǎŜŘ ƻƴ !ƳŜǊƛŎŀΩǎ ƳŀƧƻǊ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΦ Source: FRB, NBER. Top right:
Trade-ǿŜƛƎƘǘŜŘ ŜȄŎƘŀƴƎŜ ǊŀǘŜ ōŀǎŜŘ ƻƴ ŀ ōǊƻŀŘ ǎŜǘ ƻŦ !ƳŜǊƛŎŀΩǎ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΦ ¢ƘŜ ŘƻƭƭŀǊ Ƙŀǎ ōŜŜƴ ƛƴ ŘŜŎƭƛƴŜ ǎƛƴŎŜ ǘƘŜ 
last recession. Source: FRB, NBER. Middle left: Y-o-y changes in M1 and M2. M2 better correlates with CPI. Source: FRB, 
NBER.Middle right: National retail price of gasoline has stalled in recent months after climbing very sharply. Source:  EIA. 
Bottom: DJIA  in recessions; market tends to recover before economy officially recovers. Source: NBER, Yahoo! Finance.
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Index Trade-weighted index exchange rate - broad (all years)
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Top left: Time series of total consumer loans in the economy. Source: FRB, NBER. Top right: Consumer loans during 
recessions, rebased to 1.00 at start of downturn. Source: FRB, NBER. Middle left: A time series of consumer durable 
expenditures. Source: FRB, NBER.Middle right: Consumer durable expenditures in recessions, rebased to 1.00 at start of 
recession. Source: FRB, NBER.Bottom: Historical front roll rates (current to 30DPD) for 11 major credit card master trusts. 
The front roll rate has declined over time (notwithstanding increased during times of recession). Source: ABSNet, NBER.
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ÁWells Fargo is raising interest rates on most of its credit cards by up to 3 percentage points before a 
new federal law (Credit CARD Act of 2009) limits such increases
ÁWells Fargo, the parent company of Wachovia of Charlotte, cites continuing economic woes (i.e. 

high loss rates due to elevated levels of unemployment) for the need to raise the cost of credit
ÁThe rate hike, coupled with similar actions by JPMorgan and other large banks, is likely to place 

additional stress on consumersςrevolving consumer credit has contracted sharply in past year
ÁCharlotte-based Bank of America said  last week it would not raise rates and fees on credit-card 

holders in good standing. The bank has been the subject of scrutiny in recent weeks for raising rates; 
it is also one of the biggest recipients of government bailout money, so it would be a hot political 
potato for them to be raising rates on consumers in advance of a government consumer protection 
initiative

Source: Charlotte Business Journal
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ÁOnce the regulations created by the CARD Act are implemented next February, card portfolios on 
ǘƘŜ ōƭƻŎƪΣ ǎǳŎƘ ŀǎ D9Ωǎ ǇǊƛǾŀǘŜ ƭŀōŜƭ ōǳǎƛƴŜǎǎ ŀƴŘ ǇŀǊǘǎ ƻŦ /ƛǘƛƎǊƻǳǇΩǎ ǇǊƛǾŀǘŜ-label card business, will 
likely gain renewed interest from bargain hunters
ÁD9Ωǎ D9 aƻƴŜȅ ǳƴƛǘ Ǌǳƴǎ ƻƴŜ ƻŦ ǘƘŜ ƭŀǊƎŜǎǘ ǇǊƛǾŀǘŜ ƭŀōŜƭ ŎǊŜŘƛǘ ŎŀǊŘ ōǳǎƛƴŜǎǎŜǎ ƛƴ ǘƘŜ ¦{Φ Lǘ Ƙŀǎ ǎŀƛŘ 

publicly since 2008 it would consider a sale or partnership for the business. Citigroup has also 
indicated interest in selling parts of its card portfolios
ÁIn addition, card portfolios not yet known to be on the market could also be up for grabs following 

the implementation of the new regulations
ÁCiti holds its private label card portfolio within Citi Holdings, where the company retains around 

$850bn worth of its non-core assets, including the retail brokerage, asset management and 
consumer finance businesses it plans to sell or unwind. The larger remainder of the Citi bank-
ōǊŀƴŘŜŘ ŎŀǊŘǎ ƳŀƪŜ ǳǇ ŀ ƭŀǊƎŜ ǇŀǊǘ ƻŦ ǘƘŜ ϷмΦмǘƴ ǿƻǊǘƘ ƻŦ άŎƻǊŜέ ŀǎǎŜǘǎ ǊŜǘŀƛƴŜŘ ǿƛǘƘƛƴ /ƛǘƛŎƻǊǇ
ÁPrivate label card businesses have been the most common card portfolio category up for sale 

because it offers less opportunity for new growth but provides acquirers with a high annual 
percentage rate performance relative to bank branded cards
ÁAt the end of 2007, credit card portfolios were trading at around 21% above book value in off 

market sales; last year they were trading at 16%, and this year credit card portfolios are valued 
closer to 12%
ÁDeal volume too has dropped dramatically from approximately 50 to 60 transactions during the 

course of the 2008 calendar year representing around $40bn to $50bn of assets, to approximately 
$10bn worth of assets traded in eight transactions this year

Source: Financial Times

CARD Act delays credit card portfolio deals



ÁConsumers continued to retrench in August, with borrowers reducing their credit card debt for the 
11th consecutive month, according to figures released by the Fed last week (note, however, that 
charged-off debt is no longer counted in credit card debt balances tracked by the Fed)
ÁRevolving credit debt, mostly through credit cards with balances that are not paid off immediately, 

dropped by an annual rate of 13.1% in August to $899.4bn
ÁNon-revolving credit debt, such as auto loans (boosted in recent months by the cash-for-clunkers 

program) and student loans, dropped slightly by an annual rate of 1.6% to about $1.56tn
ÁConsumer advocates and industry experts attribute the drop in credit card debt to uncertainly over 

jobs and rising interest rates. Many card companies have increased interest rates in anticipation of a 
new law that takes effect in February that will limit their ability to raise rates and fees
ÁThe personal savings rate climbed to 4.2% in July, according to government data, up from the near-

zero levels of just a few years ago, but still far shy of its long-run historical mean (of about 9%)
Source: The Washington Post
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/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Consumers keep paying off credit cards, building up savings

Auto Finance

ÁIn a surprise development, GM said it would kill its Saturn brand after a deal to sell it to an auto 
dealership chain fell through at the eleventh hour; Penske had planned to buy the Saturn brand but 
reneged, saying it was unable to strike a pact with a manufacturer to build Saturns in the future
ÁGM had hoped the sale would keep the brand alive for its 350 dealerships, 13,000 workers and 

millions of Saturn owners
ÁSaturn has been a slow seller as of late ςjust 57,223 were sold through August, down 60% from a 

year earlier
Source: LA Times

GM to kill Saturn after promising deal falls apart

October 5thςOctober 11th, 2009 (Week 41)

ÁJPMorgan (JPM), the 3rd-largest card issuer by purchases, is likely to emerge as a winner from the 
overhaul of the card industry, given its conservative expansion strategy and low default rates
ÁThat could be threaten American Express's dominance among wealthy customers and companies
ÁJPM is trying to identify attractive customers including the more affluent and small businesses 
ό!a9·Ωǎ ƴƛŎƘŜύΣ ǿƘŜǊŜ ǘƘŜǊŜ ƛǎ ǇƻǘŜƴǘƛŀƭƭȅ ƭŜǎǎ ŎǊŜŘƛǘ ǊƛǎƪΣ ōǳǘ ǎǘƛƭƭ ǇƻǘŜƴǘƛŀƭƭȅ ŀǘǘǊŀŎǘƛǾŜ ŜŎƻƴƻƳƛŎǎ
ÁJPM could also use the muscle of its nationwide presence, its nearly 5,500 retail branches, and 

cheap funding resources to squeeze rival American Express
Source: Reuters

Some credit card companies rush to act before new law



ÁContinental Service Group which operates as ConServe, has expanded in the past five years from 
fewer than 100 workers to 340. And the third-party debt collection company, which specializes in 
student loan defaults, plans by November to open a call center in the Buffalo suburb of Depew with 
a capacity for 100 workers (Buffalo is a popular location for debt collection agencies) 
ÁAccording to the state Labor Department, 16 debt collection companies operate in the Rochester 

region, employing a total of 1,500 people at an average annual wage of almost $39,000. Debt is an 
even bigger business in the Buffalo area, with 90 companies employing almost 6,000
ÁPrivate companies collected $376mm in defaulted federal student loan debts in fiscal 2008 for the 

US Education Department. The average student loan account balance handled by these companies is 
$4,233, according to the Association of Credit and Collection Professionals
ÁConServe began in 1985 serving a variety of colleges and universities. Today its client base ranges 

from the US Education Department to institutions such as the University of Rochester, Rochester 
Institute of Technology, Harvard University and Southern Methodist University. Roughly 10% of the 
nation's higher education institutions use ConServe as one of the debt collection agencies with 
which they work

Source: Democrat and Chronicle
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Student Loans

ÁAfter three years of major increases in federal Pell grants for needy college students, President 
Obama aims to boost the aid further with $40 billion in funding over the next decade
ÁIn the late 1970s, the maximum Pell award covered more than two-thirds of tuition and fees for a 

public four-year university. In the 1980s, it covered roughly half of such expenses. In the last school 
year, it covered about a third. Many private student loan companies have left the market
ÁUS Rep George Miller (D-CA), chairman of the Education and Labor Committee, said that a student 

aid bill the House passed last month would strengthen the Pell program with $40bn in additional 
funding, indexing it for the first time to inflation, but that it would not erase questions about 
spiraling tuition and fees
ÁThis school year, according to the Obama administration, about 7 million students from low- and 

moderate-income households will qualify for the grants through the Free Application for Federal 
Student Aid. The average award will be $3,611, and the maximum, $5,350. The total federal outlay: 
$25bn
ÁThe maximum Pell award has jumped since 2006 after it was frozen for several years at $4,050
ÁTo fund the increase, the bill would end subsidies to private student loan providers and establish the 

government as the direct lender for the entire federal student loan market as of July 1. The 
nonpartisan Congressional Budget Office projects that the lending overhaul would save $80bn over 
a decade. About half of that would be channeled into Pell grants

Source: Washington Post

Obama aims to boost funding for Pell grants by $40bn

Defaulted student loans fuel growth of ConServe

October 5thςOctober 11th, 2009 (Week 41)
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General Consumer Finance

ÁThe practice known as "mandatory binding arbitration" was created by a lawsuit-weary corporate 
America to bypass the costly courtroom. It diverts unhappy customers into a process in which they 
settle their disputes through an arbitrator paid for, and often chosen by, the company they're at 
odds with
ÁThe Arbitration Fairness Act of 2009, which would bar companies from forcing prospective 

customers to waive their legal rights and submit to arbitration first, is gaining momentum in 
Congress. Companion bills are moving forward in both the House of Representatives and Senate
ÁA big industry player, the National Arbitration Forum (NAF), stopped doing consumer debt-collection 

arbitration in July after Minnesota authorities accused it of deceptive business practices and serving 
as a pawn for debt-collection companies 
ÁThe NAF ruled for companies in 94% of its cases during a four-year period, according to a 2007 study 

by Public Citizen, a Washington, DC-based consumer-advocacy group
ÁBank of America and JPMorgan say they will eliminate mandatory arbitration from their credit-card 

agreements. And the American Arbitration Association has dropped its debt-collection-resolution 
practice

Source: Orlando Sentinel

'Binding arbitration': Consumers find frustration fighting financial fine print

October 5thςOctober 11th, 2009 (Week 41)

ÁThe president illustrated his call for a consumer finance agency by showcasing five unwitting 
borrowers and bank customers whose troubles ranged from massive overdraft fees to unwanted 
interest-only mortgages
ÁCritics of the proposed consumer protection agency, such as the Chamber of Commerce, have said 

the consumer agency is unnecessary and would impose restrictions even on retailers
ÁHouse Financial Services Committee Chairman Barney Frank, who met Friday with Obama in the 

White House, has called a meeting of his committee Wednesday to take up the creation of a 
Consumer Finance Protection Agency (CFPA) as well as new regulations on complex instruments 
known as derivatives
ÁThe effort, especially the proposal for a consumer agency, has met with stiff resistance from banks 

and from the chamber, which has run radio and television ads against the president's consumer 
effort, and from community banks that have been buttonholing members of Congress in their home 
districts to weaken the plan

Source: Chron.com

Obama would create consumer protection agency 



ÁGoldman Sachs stands to receive a payment of $1bn ςwhile US taxpayers would lose $2.3bn ςif 
embattled commercial lender CIT files for Chapter 11 bankruptcy protection
ÁThe payment stems from the structure of a $3bn rescue finance package that Goldman extended to 

CIT on June 6th 2008, about five months before the Treasury bought $2.3bn in CIT preferred shares 
to prop it up at the height of the crisis
ÁDƻƭŘƳŀƴ ǎŀƛŘΥ ά¢ƘŜ ŎǊŜŘƛǘ ŘŜŦŀǳƭǘ ǎǿŀǇǎ DƻƭŘƳŀƴ {ŀŎƘǎ ǇǳǊŎƘŀǎŜŘ ǘƻ ǇǊǳŘŜƴǘƭȅ ƳŀƴŀƎŜ ǘƘŜ Ǌƛǎƪ 
ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ /L¢ ŦƛƴŀƴŎƛƴƎ ŀǊŜ ƴƻǘ ŀ ŘƛǊŜŎǘƛƻƴŀƭ ΨōŜǘΩ ƻƴ /L¢Σ ōǳǘ ǿŜǊŜ ōƻǳƎƘǘ ǘƻ ǇǊƻǘŜŎǘ 
ŀƎŀƛƴǎǘ ǘƘŜ Ǉƻǎǎƛōƛƭƛǘȅ ƻŦ ŀ ǇǊŜŎƛǇƛǘƻǳǎ ŘŜŎƭƛƴŜ ƛƴ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ŎƻƭƭŀǘŜǊŀƭΦέ

Source: Financial Times
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ÁSociété Générale (SG), the French bank, said  last Tuesday that it aimed to raise ϵ4.8bn, or $7.1bn, 
by issuing new shares in order to pay back aid received from the French government and to buy the 
20 percent of Credit du Nord that it does not already own. (French banks are also under fire to repay 
government bailout money, just as is the case with American banks that tapped TARP.)
ÁSG said it would repay the ϵ3.4bn it owes the state, half in subordinated debt and half preferred 

stock. The move is something of a turnabout for Société Générale, given that the bank in August 
reported ϵ1.7bn in write-downs for the second quarter (many more writedowns are expected for 
the industry in the remainder of 2009 and in 2010)
ÁBanks throughout Europe are more leveraged than their US counterparts, and many have 

announced, or are said to be planning stock offers to raise funds while market conditions are 
conducive (i.e. while equity markets are bubbly on prices for financials)
ÁBNP Paribas, the largest bank in France, said last week that it would repay the ϵ5.1bn it owed the 

French government by selling new shares to investors. UniCredit, the biggest Italian bank, also 
announced plans for a ϵ4bn share issue last week
ÁCapital-raising would serve three purposes: (1) repaying the government; (2) acquiring the rest of 
/ǊŜŘƛǘ Řǳ bƻǊŘΤ όоύ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŎƻǊŜ ¢ƛŜǊ hƴŜ Ǌŀǘƛƻ ǘƻ у҈Σ ƛƴ ƪŜŜǇƛƴƎ ǿƛǘƘ ǊŜŎŜƴǘ 
guidelines laid out at the G20 summit in Pittsburgh 
Á¢ƛŜǊ hƴŜ Ǌŀǘƛƻ ŎƻƳǇŀǊŜǎ ŀ ōŀƴƪΩǎ Ŝǉǳƛǘȅ ǘƻ ƛǘǎ ǘƻǘŀƭ ŀǎǎŜǘǎΣ ŀƴŘ ƛǎ ǎŜŜƴ ŀǎ ŀ ƳŜŀǎǳǊŜ ƻŦ ŀ ƭŜƴŘŜǊΩǎ 

ability to sustain future losses (regulator often remark that if an asset does not have the ability to 
absorb a loss then it is not capital)

Source: NY Times

Société Générale to raise funds to repay bailout 
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Miscellaneous

Goldman to be paid $1bn if CIT fails



FG ADVISORS: INVESTMENT BANKING SERVICES
FGSOLUTIONS: STRATEGIC CONSULTING SERVICES

Weekly Specialty Finance Industry Review

ANALYSISOFSELECTEDPUBLICLYTRADEDSPECIALTYFINANCECOMPANIES

11

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.

October 5thςOctober 11th, 2009 (Week 41)


