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Sovereign default risk:
ÁThe problems of Greece are testing the limits of European integration. The finance ministers of the 
eurozone told Greece last week that it would need to introduce more spending cuts and find more 
ways to generate revenues, in order to cut its budget deficit in line with eurozone rules for financial 
ǎǘŀōƛƭƛǘȅΦ DǊŜŜŎŜΩǎ ǇǊƻōƭŜƳǎ ŀǊŜ ǎȅƳǇǘƻƳŀǘƛŎ ƻŦ Ƴŀƴȅ ǇŀǊǘǎ ƻŦ 9ǳǊƻǇŜ όŜΦƎΦ LǊŜƭŀƴŘΣ {ǇŀƛƴΣ ŜǘŎΦύ

o Greece has pledged to cut its budget deficit to 8.7% of GDP this year, compared with 12.7% 
last year. Eurozone rules require that countries limit their budget deficits to no more then 3% 
of GDP. (By comparison, the US budget deficit in 2009 was 10%.) 
o The spectre of Greece defaulting on its debts has put a lot of downward pressure on the 
euro (with many currency traders now short selling the euro.) For now, it is uncertain whether 
other member nations of the currency bloc will step in to bail out Greece from sovereign 
default (most notably Germany). Although Greece is a small economy, it is feared that it could 
set off a chain reaction of sovereign defaults (akin to the fears over Dubai), which may drag 
the global economy back into another recession
o The problems of Greece highlight the problems of a single currency. The eurozone economy 
is larger than that of the US, but which has less trade flows and less labour mobility. Intra-
nation trade within the eurozone is less than half the level of intra-state trade in the United 
States, and labour mobility is nowhere near as high. In theory, residents within the eurozone
are allowed to freely move, but factors such as language and culture are strong impediments
o The problem of a single currency for Greece is that it nullifies its ability to devalue its 
exchange rate or pursue its own monetary policy. Rather, Greece has to maintain the 
9ǳǊƻǇŜŀƴ /ŜƴǘǊŀƭ .ŀƴƪΩǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŀƴŘ Ŏŀƴƴƻǘ ƭƻǿŜǊ ǘƘŜ ǾŀƭǳŜ ƻŦ ƛǘǎ ŎǳǊǊŜƴŎȅΦ Countries 
suffering the problems of Greece would normally devalue their currency to help bolster its 
position (increase trade and allow its debts to devalue through inflation)

The Federal Reserve:
ÁThe Federal Reserve announced last week that its investment in a Bear Stearns real estate asset 
(which it acquired as part of its rescue package of the failed former Wall Street investment bank) has 
lost about $3 billion in value since its acquisition. The Bear portfolio was originally assumed at $30 
billion onto a special vehicle (Maiden Lane I), but were valued (on paper) at $27.1 billion at the end of 
2009. Much of the loss in the value of the portfolio are attributed to losses to the commercial real 
estate sections of the portfolio
ÁChina announced last week that it sold over $34 billion in US Treasuries, now making Japan the 
largest holder of US debt. The sale by China is in line with its commitment made over a year ago about 
its pledge to reduce its investment in US Treasuries. However, there is speculation that China has 
continued to invest in US Treasuries through backdoor deals

o Nevertheless, the public divestiture by China away from US assets might bode ill of things to 
come for the US. If US assets are deemed less attractive by global investors, this would 
require either interest rates on American assets to rise or asset prices to fall commensurately 
to induce the same level of investor interest 
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Monetary policy: 
ÁThe Federal Reserve took markets by surprise last week when it announced an increase in the 
discount rate by 50 basis points (to between 50 and 75 basis points from its previous range of between 
0 and 25 basis points). The Fed said the move was part of its exit strategy, i.e. trying to return to 
normal monetary policy. However, note that the change was n its discount rate, not in its federal funds 
rate. The discount rate is the rate the Fed charges to banks as a lender of last resort. (The discount rate 
is normally higher than the Fed funds rate so as to be a punitive rate.) 

o It is unlikely that the loose monetary policy will change anytime soon. The increase in the 
discount rate should not be seen as a tightening of monetary policy, but rather as step in 
returning to normal monetary policy. For now the Fed remains committed to keep rates near 
zero until the economy embarks on a self-sustaining recovering, and there is still scant 
evidence that the economy is at a point where it can be weaned from government support
o The signs of normalcy (or the wish to return to normalcy) are evident in a statement last 
ǿŜŜƪ ōȅ ƻƴŜ ƻŦ ǘƘŜ CŜŘΩǎ ǊŜƎƛƻƴŀƭ presidents (Charles Plosser) who called for the Fed to begin 
selling its holdings of mortgage-backed securities sooner rather than later. Plosser cited the 
need for the Fed to keep its independence as the primary reason to cleanse its balance sheet

Housing market:
ÁaƻǊǘƎŀƎŜ ŘŜƭƛƴǉǳŜƴŎƛŜǎ ŦŜƭƭ ƛƴ vп ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ aƻǊǘƎŀƎŜ .ŀƴƪŜǊǎΩ !ǎǎƻŎƛŀǘƛƻƴ όa.!ύΣ ŀ ǎƛƎƴ ǘƘŀǘ 
the housing market is stabilising. The MBA said that 3.63% of mortgage borrowers were 30-59 days 
delinquent on their loans, down from 3.79% the previous quarter. The decline in the delinquency rate 
is especially good news because delinquencies have a high degree of seasonality, with Q4 typically 
higher than Q3 on account of heating costs and extra spending around the holiday season
ÁIƻǳǎƛƴƎ ǎǘŀǊǘ ŎŀƳŜ ƛƴ ŀǘ рфм ǘƘƻǳǎŀƴŘ ǳƴƛǘǎ ƛƴ WŀƴǳŀǊȅΣ ǳǇ ŦǊƻƳ 5ŜŎŜƳōŜǊΩǎ ǾŀƭǳŜ ƻŦ ртр ǘƘƻǳǎŀƴŘΦ 
The figure came in higher than expected ςmarkets were anticipating 580 thousand units

Macroeconomic indicators:
ÁCapacity utilisation (TCU) registered 72.6% in January, up from 71.9% in December. Prior to the 
recession TCU hovered around 80%, so there is still a lot of slack in the industrial sector
ÁWeekly initial claims for unemployment benefits last week came in at 473 thousand, up from the 
ǇǊƛƻǊ ǿŜŜƪΩǎ ƭŜǾŜƭ ƻŦ ппл ǘƘƻǳǎŀƴŘΦ 5ŜǎǇƛǘŜ ŀ Ŧŀƭƭ ƛƴ ǘƘŜ ƻŦŦƛŎƛŀƭ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜΣ ǘƘŜ ŜŎƻƴƻƳȅ ƛǎ ǎǘƛƭƭ 
having difficulty in producing jobs. Continued claims was 4.563 million, while the total number of 
unemployed stood at 14.837 million in January

o The economy needs to produce 100K jobs/month to keep pace with the growing workforce; 
thus far there is little evidence that the economy will produce the number of jobs needed to 
meaningfully reduce unemployment (i.e. expect a jobless recovery) 

ÁCPI inflation for January came in at 0.2%, or a y-o-y rate of 2.7%. The price level looks to have 
avoided the deflation trap, which posed a real threat in 2009

o There is debate over whether the generally accepted 2% rate of inflation is desirable over a 
higher level. The merit of higher inflation is that it enables an economy to correct prices more 
quickly when nominal prices are sticky, especially when sticky downwards (e.g. wages)

Miscellaneous:
ÁSome wŜǇǳōƭƛŎŀƴ ǎŜƴŀǘƻǊǎ ƭŀǎǘ ǿŜŜƪ ǾƻƛŎŜŘ ǘƘŜƛǊ ƻǇǇƻǎƛǘƛƻƴ ǘƻ ǇŀǊǘǎ ƻŦ hōŀƳŀΩǎ Ǉƭŀƴ ǘƻ ƻǾŜǊƘŀǳƭ ǘƘŜ 
financial regulatory system, opposing changes to capital and liquidity requirements, that would form 
an integral part of curbing systemic risk posed by the failure of large financial institutions
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Top left: Average credit card debt per household, for those with credit cards (approximately 75% of households hold at 
least one card). Sources: FRB, Census Bureau, KaulkinGinsberg. Top right: Average credit card debt per household and per 
adult. Sources: FRB, Census Bureau, KaulkinGinsberg. Middle left: Credit card charge-offs and card charge-off rate. Source: 
FRB.Middle right: Change in liquidation rates for consumer charged-off debt. Source: KaulkinGinsberg. Bottom: Maximal 
change in GDP and unemployment in post-WWII recessions. Sources: BEA, BLS, NBER.
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Top left: 3-ƳƻƴǘƘ ǊƻƭƭƛƴƎ ŀǾŜǊŀƎŜ όоaw!ύ ƻŦ ŘŜƭƛƴǉǳŜƴŎƛŜǎ ŦƻǊ ƳŀƧƻǊ ŎŀǊŘ ƛǎǎǳŜǊǎΩ ǎŜŎǳǊƛǘƛǎŜŘ ǇƻǊǘŦƻƭƛƻΦ Sources:  ABSNet, 
NBER. Top right: 3MRA of front roll rate (current balances moving to 30DPD) for ƳŀƧƻǊ ŎŀǊŘ ƛǎǎǳŜǊǎΩ ǎŜŎǳǊƛǘƛǎŜŘ ǇƻǊǘŦƻƭƛƻΦ 
Sources: ABSNet, NBER.Middle left: 3MRA of 90+-to-charge-off roll rate  ŦƻǊ ƳŀƧƻǊ ŎŀǊŘ ƛǎǎǳŜǊǎΩ ǎŜŎǳǊƛǘƛǎŜŘ ǇƻǊǘŦƻƭƛƻ. 
Sources: FRB, NBER.Middle right:оaw! ƻŦ ŀƴƴǳŀƭƛǎŜŘ ƎǊƻǎǎ ƭƻǎǎ ǊŀǘŜǎ ŦƻǊ ƳŀƧƻǊ ŎŀǊŘ ƛǎǎǳŜǊǎΩ ǎŜŎǳǊƛǘƛǎŜŘ ǇƻǊǘŦƻƭƛƻΦ Source: 
ABSNet, NBER. Bottom: 3MRA of recovery rates for securitised portfolio of major card issuers. Sources: ABSNet, NBER.
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Major issuers: Historical delinquency (30+ DPD) rate - 3MRA

AmEx CapOne BofA Chase Citibank Discover WaMu Index
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Major issuers: Historical gross loss rate annualised - 3MRA

AmEx CapOne BofA Chase Citibank Discover WaMu Index
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Capital One credit card defaults rise in January
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ÁCredit card rules that came into effect on February 22 ǿƛƭƭ ǎǉǳŜŜȊŜ ǎǳōǇǊƛƳŜ ōƻǊǊƻǿŜǊǎΩ ŀŎŎŜǎǎ ǘƻ 
credit, according to market analysts, which could give a lift to the shadow banking sector and payday 
lenders
ÁThis second round of provisions from legislation known as the Credit CARD Act, signed into law last 

May, will significantly affect how card issuers earn money by restricting their ability to charge fees 
and raise rates, especially on existing balances
ÁThat means major card companies such as Visa and MasterCard will increasingly focus on borrowers 

with clean payment histories, as they become less willing to lend to risky borrowers. The refocusing 
could further drive people with spotty credit histories into the open arms of payday lenders ςwhich 
charge interest rates that can reach 400% on an annualized basis for short-term loans
ÁPayday lending companies, such as Cash America International and Advance America Cash Advance 

Centers, are increasingly filling a gap for middle- and low-income borrowers seeking an alternative to 
credit cards but not yet willing to seek the services of pawn shops
ÁThe earnings of payday lending companies reflect the trend towards a greater reliance by cash- and 

credit-constrained consumers who have taken to payday lending to fill their financial needs. Fort 
Worth, Texas-based Cash America last month reported that fourth-quarter profit more than doubled 
to $33.7 million, after it wrote more cash advance loans and had a higher balance of pawn loans 
outstanding. Advance America announced last week that its fourth-quarter profit more than tripled 
to $19.8 million, helped by its growing prepaid cards and online cash advance businesses

Source: Reuters

US credit card rules could boost payday lending

ÁCapital One said the annualised net charge-off rate ςdebts the company must legally write-off its 
balance sheet but which it can still legally lay claim to ςfor US credit cards rose to 10.41% in January 
from 10.14% in December
ÁAccounts at least 30 days delinquent ςan indicator of future loan losses as delinquent accounts pass 

through delinquency stages before being charged off ςwere up marginally to 5.80% from 5.78%. 
Capital One is the third-largest US issuer of Visa branded credit cards, and the fifth-largest issuer of 
MasterCard-branded credit cards
ÁFor US auto loans, Capital One's charge-off rate was 4.27% in January, down from 5.68% in 

December, and the delinquency rate fell to 9.61% from 10.03%
ÁIn credit card international operations, including Canada and Britain, the charge-off rate fell to 9.03% 

from 9.58%, while the delinquency rate rose to 6.66% from 6.55%
ÁCapital One routinely kicks off the monthly reporting of credit card charge-offs. JPMorgan Chas, Bank 

of America, Citigroup, American Express and Discover Financial Services typically report afterward 
Source: Reuters

SPECIALTY FINANCE HEADLINES

Credit Cards



ÁAuto leasing is showing signs of making a comeback after bottoming out over the last 18 months. 
Earlier this decade ςwhen US auto sales regularly topped 16 million units a year ςleasing accounted 
for as much as 30% of the market in some months. However, as recently as the first quarter of 2008 
ςbefore the worst of the latest recession hit ςauto leasing represented just 22% of the market
ÁToday, US auto sales are barely topping 10 million units a year ςand at their lowest per capita level 

since World War II. Recent data also suggest that auto leasing fell to a low of about 10% of US retail 
auto sales in the third quarter of 2009
ÁCar leasing rebounded to about 16% in the fourth quarter of 2009. Leasing is an especially important 

selling tool for luxury import brands such as Mercedes-Benz and BMW and, to a lesser extent, for 
domestic brands such as Cadillac and Lincoln
ÁLeasing higher-end models is still easy and while it is unlikely to regain the popularity it enjoyed 

before 2008, leasing more moderately-priced models appears to have bottomed and is on a mild 
upswing
ÁA GM spokesman says the firm expects to rebuild leasing to about 10% of its US sales. Leasing is 

expected to be higher for some models and for the Cadillac brand. Before 2008 leasing typically 
accounted for 20% to 25% of GM's domestic sales

Source: PR Newswire
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/ǊŜŘƛǘ /ŀǊŘǎ όŎƻƴǘΩŘύ

Clouds parting over credit card troubles

Auto Finance

Auto leasing making a comeback

February 15thςFebruary 21st, 2010 (Week 7)

ÁWith unemployment still hovering near 10% (9.7% in January) and household finances under 
pressure, credit card issuers and lenders are still taking hits from their loans to consumers. 
Improvements in delinquency figures could signal that fewer credit card defaults are ahead though, 
even as net charge-offs increased to 10.5% in January
ÁThe figure is not too far below the August 2009 peak of 10.8%, but in a more encouraging bit of data 

delinquency rates, which serve as a good predictor of future defaults, decreased to 5.8% and the 
dollar amount of those delinquencies also declined, leading some to speculate that fewer charge-
offs are ahead (as delinquent accounts typically roll through delinquency buckets before being 
charged off)
ÁBank of America saw a decline in both net charge-offs and delinquency rates. The largest US lender 

reported that late payments fell to the lowest level in a year ς7.4% in January. Write-offs of 
uncollectible loans also dropped, to 13.3% from 13.5%
ÁDiscover Financial Services said its credit card results showed a decrease in defaults but a slight 

increase in its 30-day delinquency rate to 5.6% from 5.5%, while Capital One Financial fell behind 
Bank of America and Discover's trend of decreasing defaults during January. Net charge-offs or 
uncollectible loans for US cards increased to 10.4% in January from 10.1% in December

Source:  Forbes



ÁMaui County has filed a lawsuit against the brokerage firm Merrill Lynch, charging that the business 
misrepresented the sale of $44.2 million in student loan auction rate securities
ÁMaui county was previously buying interest-bearing student loans that were being sold regularly 

through auctions. But most auctions have failed since early 2008, leaving Maui County and 
thousands of other investors with securities that they cannot unload. The county said it does not 
have access to $32 million of its investments
Á¢ƘŜ ǎǳŎŎŜǎǎ ƻǊ ŦŀƛƭǳǊŜ ƻŦ aŀǳƛ /ƻǳƴǘȅΩǎ ǎǳƛǘ Ƴŀȅ ƘŀǾŜ ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇƭƛŎŀǘƛƻƴǎ ŦƻǊ ƻǘƘŜǊ ƛƴǾŜǎǘƻǊǎ 

who hold auction-rate securities
Source: Starbulletin.com
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Auto CƛƴŀƴŎŜ όŎƻƴǘΩŘ)

Ford Motor Company and Hyundai shine in latest performance ratings

ÁFord accounted for 4 of the top 5 vehicles for customer brand loyalty, according to recent industry 
analysis from Experian Automotive. The analysis was based on an industry-wide compilation of 
automotive trends for the third quarter of 2009
ÁHyundai performed strongly in Q3 by gaining 2.2% in overall market share and experiencing a 30.1% 

increase in new registrations. Ford also saw improvements in market share, growing by 1.1% in 
market share, and by 5.1% in new vehicle registrations in Q4
ÁThe άŎŀǎƘ-for-ŎƭǳƴƪŜǊǎέ ǇǊƻƎǊŀƳΣ ǿƘƛŎƘ ŜȄǇƛǊŜŘ ƛƴ !ǳƎǳǎǘ нллфΣ accounted for a 25% of Q3 2009 

new vehicle registrations. Toyota led brand loyalty among participants, with 41% of those who 
disposed of a Toyota purchasing another Toyota vehicle ςbefore the recent problems of Toyota

Source: PR Newswire

ÁThe Department of Education's effort to overhaul rules governing student recruitment and debt 
repayment could result in a fundamental shift in higher education, according to Career Education  
Chief Executive and President Gary E. McCullough
ÁMcCullough said the department's proposals to eliminate restrictions on how recruiters are paid and 
ǘƻ ŎŀǇ ǎǘǳŘŜƴǘ ƭƻŀƴǎ ŀǘ у҈ ƻŦ ǘƘŜƛǊ ƎǊƻǎǎ ƛƴŎƻƳŜ άǿƻǳƭŘ ŎƘŀƴƎŜ ǘƘŜ ǿƘƻƭŜ ƭŀƴŘǎŎŀǇŜΦέ ¢ƘŜ /9h 
made the comments last week to a group of editors and reporters from The Wall Street Journal and 
Dow Jones Newswires
ÁThe Department introduced the proposals late last month during the final session of industry talks 

known as negotiated rulemaking, leaving many in higher education and on Wall Street concerned 
about how schools can implement the rules

Source: Wall Street Journal

Government proposals could shift landscape 

Maui sues Merrill Lynch over $44mm in securities
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ÁLow mortgage rates over the past year have spurred many Americans to refinance their home 
loans, but some eligible borrowers have not made the leap. Often that reluctance to refinance stems 
from the fact that interest rates on their adjustable-rate mortgages (ARMs) have fallen below 3% ςa 
better rate than they would get by switching to a fixed-rate loan 
ÁAs the economy strengthens, super-low ARM rates will adjust upward. Meanwhile, rates on fixed-

rate mortgages are expected by many in the industry to start rising this year, after the Federal 
Reserve halts its purchase of mortgage-backed securities
ÁMany ARM holders are faced with two options: (1) Give up their low rate now and refinance into a 

fixed-rate mortgage with a higher rate ςbut one that's still near all-time lows, or (2) hold on to that 
cheaper ARM rate as long as possible
ÁA mortgage loan tied to Libor would be cost about 3% right now. For comparison, 30-year fixed-rate 

mortgages averaged 4.93% for the week ended February 18, assuming payment of an average of 0.7 
point to obtain the loan, according to the latest Freddie Mac survey of conforming mortgage rates
ÁARMs typically reset after an introductory fixed-rate period, then reset regularly, often on an annual 

basis. For example, a typical 5/1 ARM will adjust for the first time five years into the loan, then will 
reset every year afterwards. There are often caps on how high the rate can adjust

Source: Wall Street Journal

It may be time to give up adjustable-rate loan 

General Consumer Finance
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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 39.06 42.98 10.26 46,560 84,560 4.4x NA 3.1x NA 3.0x NA 3.3x 3.3x 25.3x 14.7x 12.2x 10.7% 2.36 16.5% 1.7%
Discover Financial Services DFS 13.67 17.08 4.89 7,431 NM NM NA NA NA NA NA 0.9x 1.0x 5.7x 21.8x 10.2x 7.7% 0.75 17.8% 3.0%
Alliance Data Systems Corporation ADS 56.88 68.52 23.78 2,973 6,007 3.1x 11.7x 2.8x 9.0x 2.5x 7.9x NM 10.9x 18.6x 9.5x 8.3x 14.4% 1.29 53.0% 5.1%
CompuCredit Holdings Corp. CCRT 3.30 5.70 1.70 170 421 NM NA NA NA NA NA 1.0x 0.7x NM NM 0.0x 20.0% NM (104.1)% (40.7)%

Credit Card Median $26.37 $30.03 $7.58 $5,202 $6,007 3.7x 11.7x 2.9x 9.0x 2.8x 7.9x 1.0x 2.2x 18.6x 14.7x 9.3x 12.6% 1.29 17.2% 2.3%

Auto Finance
AmeriCredit Corp. ACF 22.31 22.39 3.30 2,987 10,572 20.3x NA 7.6x NA 8.4x NA 1.3x 1.3x 24.5x 22.3x 16.9x 11.3% 2.18 6.0% 1.0%
Credit Acceptance Corp. CACC 40.36 53.22 17.50 1,258 1,762 4.9x NA 4.3x NA 4.0x NA 2.5x 2.5x 8.8x 8.7x 8.0x NA NA 34.9% 12.6%
Nicholas Financial Inc. NICK 7.56 7.85 1.86 89 194 5.2x NA NA NA NA NA 0.9x 0.9x 9.0x NM NM NA NA 11.0% 4.8%
White River Capital Inc RVR 12.54 13.63 5.35 51 86 4.1x NA NA NA NA NA 0.5x 0.5x 11.6x NM NM NA NA 4.5% 3.1%
United Panam Financial Corp. UPFC 3.03 4.05 1.06 48 337 9.5x NA NA NA NA NA 0.4x 0.3x NM NM NM 25.0% NA (16.4)% (3.8)%
Consumer Portfolio Services, Inc. CPSS 1.36 1.42 0.25 25 1,124 49.4x 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 4.25 4.25 2.20 19 394 15.4x NA NA NA NA NA 0.5x 0.5x 16.5x NM NM NA NA 3.5% 0.3%

Auto Finance Median $7.56 $7.85 $2.20 $51 $394 9.5x NA 6.0x NM 6.2x NA 0.5x 0.5x 11.6x 15.5x 12.4x 15.0% 2.18 4.5% 1.0%

Student Lending
SLM Corp. SLM 11.15 12.15 3.19 5,292 158,651 79.7x NA 50.9x NM 58.7x NA 1.3x 1.4x 15.6x 7.1x 7.4x 13.5% 1.16 9.4% 0.3%
Nelnet Inc. NNI 16.62 17.78 4.25 829 27,100 49.6x NA 45.6x NM NA NA 1.7x 1.1x 7.5x 5.1x 6.2x 15.0% 0.50 16.5% 0.4%
Student Loan Corp. STU 38.92 54.79 25.29 778 29,349 86.8x NA NA NM NA NA 0.5x 0.5x 6.2x 0.0x 0.0x NM NA 7.7% 0.4%
First Marblehead Corp. FMD 2.32 2.74 0.71 230 11 NM NA NA NM NA NM 0.8x 0.8x NM 0.0x 0.0x NM NA (64.2)% (12.8)%

Student Lending Median $13.89 $14.97 $3.72 $804 $28,225 79.7x NA 48.2x NM 58.7x NM 1.0x 1.0x 7.5x 2.5x 3.1x 14.3% 0.83 8.5% 0.3%

Charged-Off Debt Buyers
Portfolio Recovery Associates Inc. PRAA 53.44 54.26 19.63 829 1,131 4.0x 12.6x 3.5x 10.0x 3.1x 8.5x 2.8x 2.5x 18.6x 15.1x 12.5x 16.2% 1.15 14.3% 6.9%
Encore Capital Group, Inc. ECPG 17.99 19.33 2.89 420 715 2.3x 6.3x 1.9x 8.3x 1.8x 7.2x 1.9x 1.7x 13.1x 11.0x 9.3x 13.0% 1.01 14.8% 12.0%
Asset Acceptance Capital Corp. AACC 5.73 9.75 3.29 175 321 1.5x 11.4x 1.5x 9.0x 1.5x 6.2x 1.4x 1.2x 23.1x 20.2x 10.7x 11.0% 2.10 5.5% 3.9%
Asta Funding Inc. ASFI 7.15 9.14 1.45 102 209 3.0x NM 5.9x NM NA NA 0.6x 0.6x NM NM NM 10.0% 0.00 (40.3)% (21.7)%

Charged-Off Debt Buyers Median $12.57 $14.54 $3.09 $298 $518 2.6x 11.4x 2.7x 9.0x 1.8x 7.2x 1.6x 1.5x 18.6x 15.1x 10.7x 12.0% 1.08 9.9% 5.4%

Diversified Financials
JPMorgan Chase & Co. JPM 40.03 47.16 15.90 157,798 102,320 1.5x NA 1.0x NM 1.0x NA 1.6x 1.0x NM NM NM 8.5% 2.10 7.0% 0.6%
Wells Fargo & Company WFC 27.37 31.38 8.12 139,938 271,761 4.1x NA 3.1x NM 3.0x NA 2.0x 1.4x 15.6x 14.3x 9.5x 10.2% 1.53 11.6% 1.0%
Bank of America Corporation BAC 15.88 18.59 3.14 137,511 383,061 5.4x NA 3.4x NM 3.1x NA 1.2x 0.7x NM 19.1x 8.0x 6.5% NA 3.1% 0.3%
Citigroup, Inc. C 3.42 5.23 1.02 97,413 NM NM NA NA NM NA NA 0.9x 0.6x NM 39.8x 9.1x 1.5% NA (0.8)% (0.1)%
Royal Bank of Canada RY 57.09 58.19 25.82 76,408 NM NM NA NA NM NA NA 2.9x 2.5x 22.2x 12.7x 10.9x 10.0% 2.22 11.4% 0.6%
US Bancorp USB 24.14 25.35 8.82 46,180 103,866 9.5x NA 5.8x NM 5.4x NA 3.4x 1.9x 24.9x 15.2x 10.4x 7.8% 3.21 8.4% 0.8%
Capital One Financial Corp. COF 37.79 43.02 8.31 17,021 29,350 3.4x NA 1.8x NM 1.8x NA 1.3x 0.6x 38.6x 17.9x 9.8x 10.1% 3.82 3.7% 0.6%
Washington Mutual Inc. WAMU.Q 0.21 0.41 0.02 364 77,313 51.9x NA NA NM NA NA 0.0x 0.0x NM NM NM 10.0% NA (24.4)% (2.0)%

Diversified Financials Median $25.76 $28.37 $8.22 $86,910 $103,093 4.7x NA 3.1x NM 3.0x NA 1.5x 0.9x 23.6x 16.5x 9.7x 9.3% 2.22 5.4% 0.6%

Commercial Finance
ORIX Corp. IX 74.28 79.46 19.17 7,982 47,475 0.1x NA 0.0x NM 0.0x NA NM 0.6x NM NM NM NM NA 2.3% 0.3%
CIT Group, Inc. CIT 32.62 33.79 26.04 6,524 59,909 NM NA NA NM NA NA 1.5x 6.6x NM 0.0x 0.0x NM NA (57.8)% (4.2)%
CapitalSource Inc. CSE 5.47 5.47 0.90 1,767 7,930 NM NA 16.2x NM 12.1x NA 0.8x 0.7x NM NM 8.7x 13.0% NA (33.9)% (5.4)%
NewStar Financial, Inc. NEWS 5.38 5.38 0.86 264 1,840 NM NA 29.4x NM 21.3x NA 0.5x 0.5x NM NM 14.2x 22.5% NA (5.0)% (1.1)%
Medallion Financial Corp. TAXI 8.15 8.83 3.61 143 513 11.4x NA NA NM NA NA 0.9x 0.8x 15.0x 10.4x 8.4x 10.0% 1.50 5.5% 2.9%
MicroFinancial Inc. MFI 3.27 3.75 1.67 46 98 4.6x NM NA NM NA NA 0.7x 0.7x 11.3x 3.8x 0.0x NM NA 6.3% 3.6%

Commercial Finance Median $6.81 $7.15 $2.64 $1,016 $4,885 4.6x NM 16.2x NM 12.1x NA 0.8x 0.7x 13.1x 3.8x 8.4x 13.0% 1.50 (1.3)% (0.4)%

Infrastructure
Visa, Inc. V 86.81 88.97 49.80 64,215 60,020 8.4x 15.1x 7.4x 12.2x 6.5x 10.6x 30.2x 2.7x 25.3x 22.3x 18.7x NM 1.24 11.3% 7.4%
Mastercard Incorporated MA 222.63 264.75 142.44 29,036 26,186 5.1x 10.9x 4.7x 9.2x 4.2x 7.9x 10.4x 8.2x 19.8x 16.6x 14.0x NM 1.11 53.9% 20.3%
Western Union Co. WU 16.35 20.56 10.43 11,224 12,588 2.5x 8.8x 2.4x 8.3x 2.3x 7.8x NM NM 13.5x 12.4x 11.3x NM 1.09 491.5% 12.4%
Equifax Inc. EFX 32.00 33.40 19.79 4,038 5,123 2.8x 8.7x 2.7x 8.1x 2.6x 7.6x NM 2.5x 17.5x 14.7x 13.1x NM 1.94 16.1% 7.9%
Global Payments Inc. GPN 43.59 54.15 27.59 3,553 3,030 1.8x 7.7x 1.8x 7.4x 1.6x 6.5x 93.0x 3.9x 70.4x 17.0x 14.3x NM 5.03 5.1% 9.9%
Total System Services, Inc. TSS 14.38 17.59 11.40 2,836 2,618 1.6x 5.2x 1.6x 5.8x 1.6x 5.6x 3.6x 2.4x 12.9x 15.0x 13.9x NM 1.35 20.3% 13.1%
Convergys Corporation CVG 12.53 12.53 5.56 1,543 1,681 0.6x 7.7x 0.6x 5.1x 0.6x 4.8x 1.3x 1.3x NM 10.9x 9.9x NM NA (6.6)% 1.1%
Fair Isaac Corp. FICO 22.73 24.22 9.90 1,057 1,290 2.1x 7.7x 2.0x 8.0x 2.0x NM NM 1.8x 15.6x 15.3x 14.0x NM 2.59 12.5% 6.5%
DealerTrack Holdings, Inc. TRAK 14.98 21.35 9.28 605 415 1.8x 16.3x 1.7x 8.7x 1.6x 6.2x 2.5x 1.4x NM 26.7x 20.1x NM NA (1.1)% (0.3)%

Infrastructure Median $22.73 $24.22 $11.40 $3,553 $3,030 2.1x 8.7x 2.0x 8.1x 2.0x 7.1x 7.0x 2.5x 17.5x 15.3x 14.0x NM 1.35 12.5% 7.9%

Branch-Based:  Pay-Day
Cash America International, Inc. CSH 37.96 37.96 12.01 1,112 1,502 1.3x 6.9x 1.2x 6.1x 1.1x 5.5x NM 1.6x 12.0x 10.5x 9.2x 13.7% 0.88 15.4% 8.9%
EZCORP Inc. EZPW 18.68 18.84 9.58 910 926 1.4x 6.8x 1.3x 6.1x NM NM 2.7x 2.1x 11.6x 10.1x 0.0x 15.0% 0.77 19.5% 14.8%
First Cash Financial Services Inc. FCFS 21.43 23.23 11.34 639 622 1.7x 8.0x 1.5x 7.1x 1.3x 6.2x 4.5x 3.0x 15.5x 13.5x 11.4x 17.0% 0.91 22.8% 16.2%
Dollar Financial Corp. DLLR 21.63 24.78 5.05 524 986 1.8x 6.9x 1.6x 5.2x 1.5x 4.8x NM 2.0x NM 11.3x 8.0x 15.3% 0.00 (3.2)% 7.2%
Advance America, Cash Advance Centers Inc.AEA 5.34 6.61 0.84 329 470 0.7x 4.5x 0.7x 4.1x 0.7x 3.9x 4.7x 1.7x 8.1x 6.3x 5.7x 15.0% 0.54 22.0% 12.6%
QC Holdings Inc. QCCO 4.75 7.43 3.87 83 120 0.5x 2.7x 0.6x NM 0.5x NM 1.7x 1.3x 4.0x 4.8x 4.3x NM 0.00 36.5% 16.3%

Branch-Based:  Pay-Day Median $20.06 $21.04 $7.32 $582 $774 1.4x 6.8x 1.3x 6.1x 1.1x 5.2x 3.6x 1.9x 11.6x 10.3x 6.9x 15.0% 0.66 20.7% 13.7%

Branch-Based:  Other

H&R Block, Inc. HRB 21.12 23.07 13.94 7,087 6,791 1.7x 6.5x 1.7x 7.0x 1.6x 6.2x NM 6.6x 13.8x 13.7x 11.1x 10.0% 1.38 54.4% 11.3%

CarMax Inc. KMX 20.78 24.50 8.63 4,631 4,763 0.7x 10.5x 0.6x 10.8x 0.6x 11.2x 2.5x 2.5x 19.0x 18.5x 17.3x 18.3% 1.04 14.3% 10.7%

Aaron's, Inc. AAN 30.12 34.42 22.24 1,588 1,515 0.9x 7.0x 0.8x 6.2x 0.7x 5.6x 1.8x 1.8x 14.6x 13.4x 12.0x 12.3% 1.18 13.7% 8.5%

Rent-A-Center Inc. RCII 22.47 22.47 16.82 1,485 2,095 0.8x 5.8x 0.8x 5.8x 0.7x 5.5x 1.2x 1.2x 8.9x 9.0x 8.4x 7.3% 1.23 14.4% 7.4%

World Acceptance Corp. WRLD 41.21 41.61 11.26 676 927 2.2x 7.6x 2.0x 6.7x NM NM 2.0x 1.9x 9.1x 8.6x 8.6x NM 0.00 24.5% 11.7%

America's Car-Mart Inc. CRMT 26.61 26.67 9.86 312 348 1.1x 8.9x 1.0x 7.3x NM NM 1.8x 1.8x 14.2x 11.8x NM 15.0% 0.95 13.8% 10.4%

Jackson Hewitt Tax Service Inc. JTX 2.71 10.68 2.08 78 389 1.6x 5.6x 1.8x 6.2x 1.7x 5.5x NM 0.4x 3.7x 5.6x 3.5x NM 0.00 10.6% 5.9%

Branch-Based:  Other Median $26.61 $26.67 $11.26 $676 $927 1.1x 7.0x 1.0x 6.2x 0.7x 5.5x 1.8x 1.8x 9.1x 9.0x 8.5x 12.3% 0.95 13.8% 8.5%
Sources:  Capital IQ; Factset

1
Closing prices as of 02/19/2010

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


