ELECTRONIC TRANSACTIONS ASSOCIATION

US Economic Indicators Q2 2010 Report

July 21, 2010

Thisreport is a compilationand analysisof USeconomicdata. Its intent isto provide a deeperunderstandingof the US
economyand therefore, the ability for ETAmembersto better assesgheir positionin the current economicclimate
Thisis the 6™ edition of the report releasedquarterly. Pleasereferencecited sourcesfor more detailed statistics The
viewsexpressedre thoseof ETA/TS@ndare subjectto change Theyare sharedfor educationalpurposesonly. The
informationis baseduponinformationwe considerreliable,but its accuracyand completenesgannotbe guaranteed

¢CKAAd NBLR2NI A& F YSYOSNIoSYySTAG LINPOGARSR (2 GKS 9f SOGNRYAO ¢

Carla Balakgi€CEG ETA Mike StrawheckerDirector of Strategic ResearctiTSG
Cbalakgie@electran.org Mikes@TheStrawGroup.com
www.electran.org www. TheStrawGroup.com

Powered By:

The Trusted Advisor To The Payments Industry

© Copyright 2010. Electronic Transactions Association. All Rights Reserve



Table of Contents

Macroeconomic Indicators

GrossDomestic Produc& Dow Jones; Comparing the indicators growth/retraction trends since Q1 2007
Unemployment & Consumer Confidenca.ooking at the causand-effect like nature that binds these indicators

New Home Sales biregiong Regional review of new home sales since Febmafe2909

Manufacturing & NorManufacturing Activity¢ Month by month review of activity since March 2008

Consumer Spending & InflatioQ Trends in consumer spending & inflation

Personal Savings Rate & Consumer Creditends in consumer savings rates and outstanding credit

Government and Private Investment & Unemployment, Chicago Fed Ingépending efforts and economic effects
U.S. Corporate Assets & ExpenditureRecent trends and relation to unemployment

World Markets & Major Currencieg A look at world stock markets indexes and foreign currency movements

Microeconomic Indicators

CSRSNI f wSaS NIZBiSrict OvedrievilSndivid@Relie of the current econondd A Y S 2F CSRSENJI f

Total Retail Sale§ Month by month review ofdtal retail sales since January 2008
Selected Retail Sam8tore Saleg Selected retail stores performance in February 2010
Retail Sales by SegmegReviewof retail sales by 12 major NAICS codes

ECommerce Retail Sales&. | @ Q& t | & Y § Yol dollanroRinfie emlitS gercent of total retail sales
Payments Indicators

Credit Card Dat@ Dollar volume and number of transactions of VISA/MasterCard Credit Cards

Debit Card Data; Dollar volume and number of transactions of VISA/MasterCard Debit Cards

Credit/Debit Average Ticket Sizegwverage ticket size for Visa and MasterCard credit and debit transactions from Q2 2008
Card Spend Per/Capita & Payments Landscapedit/Debit spending per capita & payments mix evolution

Top 10 Acquirers Market Share AnalysiShange in market share of top 10 US acquirers from 2006 to 2009

TSG Payments Indexndex of public payments companies' share prices against those in the S&P 500

Page 4
Page 4
Page 5
Page 5
Page 6
Page 6
Page 7
Page 8
Page 9

wSa Pugedma
Page 12
Page 12
Page 13
Page 15

Page 16
Page 17
Page 18
Page 19
Page 20
Page 21

5Aa



Introduction

CauseX EffectEconomyMeets Wait and See Mentality

This report demonstrates that there are conflicting positive and negative indicators regarding the current
state of the economy. This is driven by the fact that consumers, corporations, and banks are hesitant to
spend, hire, and lengithe functions that each entity must do in order to drive economic growth. The
hesitancy comes from uncertainty. Uncertainty about what Congress will do, what regulations will be
implemented, and about the outcome of the rtétm elections. The dust is still settling from the recession
and the rules for playing in the U.S. economy from this point going forward are still being written. Until the
rules are known, uncertainty reigns and prudence dictates that many players sit on the sideline.

ThePaymentsindustryisin LimboasWell

Like other industries, payments companies are facing changes and unknowns as well. Barring drastic last
minute developments, debit interchange legislation is a realihe consequences of this legislation will

have far reaching implications within the industry. Additionally, MasterCard and VISA rules and regulation
are more fluid now than ever before, causing pause within the industry as they become apparent. That
being said, there are positive signs. Though the payments industry is not immune to the economy and
outside factors such as retail sales and consumer spending, two major drivers of payments related revent
the industry as a whole continues to be more resilient than the overall market (see page 21 for the

LI @2YSyida AYyRdzadNEQa LIS NRLrésidngy Coes GF@r\ilie difl inciiesthg Ysesof
debit cards, and consumers affinity for ecommerce transactions
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Macroeconomic Indicators

(2007 02 2010) GDP & DJIA Comparison

— (% Change From Previous Quarter)
The chart shows similar trends between the Dow Jones

Industrial Average (change measured from close at last =¢=—GDP (real)=m=DJIA
day of quarter) and GDP. Stock indexes have historically 8.5%
led economic conditions by six months and are

sometimes used as leading economic indicators.

GDP:Q1 2010 GDP increased at a slower pace as a result

of slowdowns in private inventory investment, exports, T T
residential and nosmesidential real estate investment, 3.2%
and an accelerating decrease in local and state

government spending due to municipal budget concerns.

One bright spot was the continued increase in personal

consumption expenditures, up over 3% from the year

earlier period. Analysts and economists are expecting Q2

2010 GDP growth of approximately 3.5%.

Dow: Stubbornly high unemployment, European debt

concerns, the oil spill in the Gulf, continued municipal

budget issues, and proposed banking reform generatedg1 2007 Q2 Q3 Q4 Q12008 Q2 Q3 Q4 Q12009 Q2 Q3 Q4 Q12010 Q2
much volatility in the DJIA lately causing investors to

withdraw $21.8 billion more then they purchased in Q2 * Q2 2010 GDP of 3.5% is an average of the consensus analyst estimates from MarketWatch, WallStreetJournal, and Reuters
2010 causing a return 610%.Sources: Bureau of

Economic Analysis, Google Finance, Wall Street Journal

Unemployment & Consumer Confidence

Unemployment & Consumer _
Confidence(2007¢ Q1 2010) =g=Unemployment ===Consumer Confidence

The charts display the caused-effect like nature that

binds these indicators. The unemployment rate is one of
the highest profile economic indicators to consumers;
consumer confidence inversely reflects it.
Unemployment:Unemployment for Q2 2010 declined
slightly from Q1 as the government shed 125,000
temporary census workers while the private sector added
83,000 new jobs. The 0.2% decrease has been diluted by a
decline in the labor force , those actively searching for
work, of 625,000 as long term unemployment, those out of
work for 27+ weeks, remained unchanged at 6.8 million.
Consumer Confidencéfhough consumer confidence
increased from Q2 2009, the most recent reading for June 5.5%
2010 ended three consecutive monthly gains with a loss of
nearly 10 points. Labor market growth appeared to be the
main topic of concern among consumegaurces: Q12007 Q2 Q3 Q4 Q12008 Q2 Q3 Q4 Q12009 Q2 Q3 Q4 Q12010 Q2
Department of Labor, The Conference Board
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Macroeconomic Indicators

US New Hom&ales; by Region

Seasonally Adjusted Annual Rate (Thousands)

US:New home sales dropped 13% from the year earlier May 2009:
period and 33% from the previous month in May 2010. US Total: 346,000
The large monthly rate of decline can be attributed to

= Northeast m Midwest
the spike in April due to buyers rushing to take
advantage of the federal tax credit prior to its .

expiration. Economists, however, were predicting a .
much smaller decline of 19% as compared to the 30%+

actual decline. Meanwhile existing home sales data
came in at 400,000 less than expected in May. As the
chart shows, the federal tax credit seemed to have little
effect until its ending when sales from September 2009
to February 2010 registered consecutive monthly
declines.

Regionally:None of the four regions surveyed

May 2010:
US Total: 300,000

m South m West

June July

experienced an increase in home sales from April 2010. May 2009
The largest declines, however, came from the South and

the West. Areas such as Las Vegas have seen home

values decline by over half since the recession began.

= PM|

August September October November December January February March

April  May 2010

Manufacturing & NonrManufacturing Activity

= NMI

Manufacturing: Manufacturing activity expanded for 60
the 11" consecutive month while the overall economy
grew for the 14 consecutive month in June 2010

(albeit at a slower rate yet above the 50% breakeven -

50% = Manufacturing Economy Breakeven Line

line) . The rate of growth has slowed from May and

many believe this trend will continue in the second half

of the year. Of the 18 manufacturing sectors surveyed

13 of them experienced growth in June. However, -

respondents have commented that the market is 40
declining again with new orders down some 8% to 10%
FTNRY tlLad &@SINRa tS@Stao
Norn-Manufacturing: Non-manufacturing activity

. . . 30
continued to expand in June albeit at a slower pace than .
in May. Moderately slower growth can be attributed to $\°°
a 2.7% decrease in new orders, a 0.7% decrease in the
employment index and a 6.8% price index decrease.
According to the recent survey 15 industries reported
growth in June but expressed concern over labor market
O2yRAGAZYA YR AGQa STFSOG 2
Source: Institute for Supply Management
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Macroeconomic Indicators

(Q1 2008 Q1 2010) ($ Billions)
Consumer Spendin@ Billions) Consumer spending Consumer Spending == Inflation
accounts for about 70 percent of total economic activity. 0
; 2.41% 2.47%
Compared to the same period a year ago consumer 2.35%
spending increased 2.5% as consumers slowly become >~ > 1.76%  1.76% 1.73% 1.51% 1.82%
more confident in the economy. Spending has increased for = > 1.11%

four consecutive quarters beginning from Q1 2009. Though

final Q2 2010 data will not be released until the end of July

this trend is likely to continue as May numbers registered $10.353.5

the largest annual positive percentage change in 33 '

tmhonth.s. purable goods expenses contnbutgd stro.ngly to $10,220.1 $10,236.4
e gain in May as purchases among these items increased $10,194.7

11.4%, the last time durable goods spending increased $10,132.9

11%+ was in July 2005. $10,095.1

Inflation (Core): Excluding food and energy, inflation has $10,009.8 $9.087.7 $9,999.3

dropped significantly from the prior year. Many economists ' '

and fixed income portfolio managers do not expect

increases in inflation in the near term due to

unemployment levels and activity in the global economy.

This has allowed the Federal Reserve to keep the federal

funds rate at historic lows to spur economic growth.

Sources: Bureau of Economic Analysis, DailyMarkets.com

Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

Personal Savings & Credit

(Q1 2008Q1 2010) Personal Savings & Credit

Personal Savings RatBersonal saving has declined slightly (quarterly percentage change)
over the last few quarters as consumer spending slowly
rebounds. Growth in wages, however, has enabled
consumers to continue to save while increasing their ability 4.80% . 5 40%
to spend. This is a positive trend for economic recovery asit ~ #.80% 3.90% 380% . 3.70% -40% 3.90% 3.70%

FTdzZNOUKSNJ AYRAOI 0Sa O2yadzySNRa y 3 O?%%ENJJ SPgSt ¢ : % 3.50%
current and future market conditions. : : 0
Consumer Credit{% Change at Annual Rate): Consumer
credit outstanding includes revolving (usually credit cards)
and nonrevolving (car loans, education, etc) loans.
Outstanding consumer credit has dropped substantially
over the past two years The latest data, however, displays a -3.20% -3.50%

=¢—Personal Savings Rate == Consumer Credit

1.20% 1.30%
-2.70%

slight return in outstanding consumer credit. Despite the -4.70%

recent uptick credit has still been slower to return to pre -6.10%

recession levels than in any economic slowdown in the past

40 yearsSources: Bureau of Economic Analysis, Federal Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010

Reserve, New York Times
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Macroeconomic Indicators

Spending & Unemployment
(1980¢ YTD 2010)

Private/Public Spending & Unemployment:
LYRAGARdzZ ta | OGAQDBSTE @
dropped by 652,000 in June as long term
unemployment remained unchanged. When these
652,000 discouraged workers are added back to the
labor force the adjusted unemployment rate is
16.5%, relatively flat from the prior period. With the
continuance of temporary workers for the US Census
the employment rate dropped slightly in June 2010
from the year ending 2009. Stubbornly high
unemployment seems to be correlated with the lack
of increase in private investment as seen in the past
few quarters. Assuming current market conditions
continue, with historically low private investment, it
will take some 8 years to replace the nearly 8 million
jobs lost since the recession began as federal
government stimulus spending has proven to be a
short term fix.Sources: Census, BLS.gov, Bloomberg

aS8S1Ay3 62N =

20.30%

17.20%

Private Domestic Investment

aGKS

Private/Public Spending & Unemployment

(Private Investment and Government Expenditures are % of GDP in line graph)

Government Consumption Expenditures

Recessionary Periods

Ul U 4 NV &2 N U e o

Unemployment

20.40% 17.80%

17.40%

14.80%

20.47%

11.82%

1980
1981
1982
1984
1985
1986
1987
1988
1989
1990
1991

Chicago Fed Economic Activity Index
(Q 1200% YTD 2010)

Economic Activity IndexThe CFNIA is a weighted
average index of 85 different economic indicators
relating to production and income, employment and
unemployment, labor hours, personal consumption
and housing, sales, orders, and inventories. The
index is created to have an average of zero. As such,
a positive reading indicates above average economic .

Q12007 Q2 Q3

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

A010 data in above chart through June

Chicago Fed National Economic Activity Index (CENAI)

(Average economic growth equals 0)

Q4 Q12008 Q2 Q3 Q4 Q12009 Q2 Q3 Q4

growth while a negative rating indicates below
average growth. Data points in the chart are three
Y2y GiK NRftftAYy3 | gSNIF3ISad al @Qa
influenced by strong contributions from production,

as capacity utilization increased to 71.5%, the highest

since October 2008. Averages above 0.20 indicate

recovery from a recession for mature economies.
SourcesChicago Fed

-0.25 -0.23
AYRSE

-3.29

Q2
Q1 2010 (May)

0.28
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Cash Balances
(2005¢ Q1 2010)

Corporate Cash Holding#s the chart at the top of
page seven conveys, unemployment levels are generally
at their lowest when private investment is high or
growing. Keeping this in mind, the Federal Reserve
recently reported that 500 noifiarm, nonfinancial
companies were holding $1.84 trillion of cash and liquid
assets at the end of March 2010, as the chart to the right
shows. Indeed, strong corporate balance sheets are a
positive but this sort of cash hoarding can prolong
economic recoveries. With money market and other
short term savings rates at historic lows, large cash
balances can be a hindrance to financial performance
measures eventually causing companies to engage in
capital projects, dividend or share buyback programs to

Macroeconomic Indicators

Major U.S. Corporation Liquid Asset Balances
($Millions)
$1,819 $1,841

$1,497

$1,521 $1,527

+0.4% -6.5%

satisfy investors. Capital projects are preferred as job
creation typically follows, however, in order for
corporations to reinvest their capital in their businesses

2003 2004 2005 2006 2007 2008 2009 2010 Q1

ALiquid assets include foreign deposits, checking deposits and cash, time and savings deposits, money market funds,coenmétieisl

there must be demand. There are numerous additional PaPer: treasury holdings, asset backed securities, municipal debt, and mutual fund shares. In aggregate these accometinaes so

explanations behind the recent reup in corporate cash
balances, besides the obvious, including the need to
finance operations internally due to the lack of available
credit and uncertainty among CEOs of potential
government regulations and taxes that are seemingly
anti-businessSource: Federal Reserve, Newsweek

Capital Spend & Private Employment
(2000¢ 2008)

Corporate CapEx & Private Employment (nfarm):
Although capital expenditure growth among U.S.
businesses was positive in 2008, growth has been
increasing at a significantly slower pace.-Rreession
capital spending was growing in the double digit
ranges. In 2008 capital spending was not significantly
different from the previous year breaking a four year
trend. As the chart shows, private néarm
employment levels are a direct result of corporate
capital spending. With examination of the top chart,

referred to as cash and cash equivalents.

Corporate Capital Expenditures & Ndfarm Private Employment
(CapEx in annual percent change, private employment in thousands)
—&— Capital Expendituresm Private Employment

0,
11% - 10% 14%

2%

115,380

114,113 114,281

110,995 111,899

110,708

109,814

108,828 108,416

one concludes that 2009 capital spending will not
provide the boost the economy needs as cash balances
continued to increase from 2008ource: Census.gov,
BLS.gov

2000 2001 2002 2003 2004 2005 2006 2007 2008
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Macroeconomic Indicators

Global Stock Markets
(Q1 2008; Q2 2010)

Concerns over the debt crises in the E.U. have sent

the German DAX and the U.K. FTSE into negative

territory in the past quarter. After a massive bailout

of Greece by the E.U. and the IMF, interbank lending
markets have seen an increase in the cost of short  25% -
term funds. The London Interbank Offering Rate,

often tied to adjustable rate mortgages, business 15% -
loans, and other global financial instruments,
experienced its largest increase since October 2008.
Manufacturing activity in both the Euro zone and
China declined in June as financial market concerns
in Europe and monetary tightening in China took ~ -5% -
effect. Headwinds in the Euro zone and China seem

to be trickling into other international markets as ~ -15% -
slowdowns were also recorded in India, Australia,

South Korea, and Taiwan. Japan, however, recordeo_l25% ]
a slight increase in manufacturing activity for the first

Major Global Stock Market Indexes

(Presented in term of quarterly returns, begins at 0)

Germany DAX = China's Shanghai Index U.K. FTSE 100=—= Nikkei 225 (Japan)==—DJIA

5% -

time in two yearsSources: Yahoo Finance, Wall Q1 2008 Q2 Q3 Q4 Q12009 Q2 Q3 Q4 Q12010 Q2
Street Journal, Bloomberg

World Currencies

(Q1 2008&; Q2 2010) Major World Currencies
Movements among world currencies create (In US $, presented in term of quarterly returns , begins at 0)

competitive advantages or disadvantages among
competing exporting nations. The recent drop in the

value of the Euro against other currencies is causi% 00% -
major issues for China, as Europe is its largest '
importing country; the Euro has dropped 14.5%  10.00% -
against the Yuan. The decreasing value of the Euro
benefits exporting E.U. countries at the expense of 5.00% -
U.S. based competitors. Though China recently
FaINBSR (G2 LIS3I A6Qa OdNNBEGRBe
currencies, not just the U.S. dollar, any further
weakening of their economy will cause further
decreases in the Yuan and continue to give China_io_oo%_
competitive advantage over other exporting nations. -9.40%
As China is the largest holder of public U.S. debt, -15.00% -
declines in the Yuan could also cause a crowding out
effect in U.S. credit markets as the government witi20.00%-
rely more on the private sector to finance the federal Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010 Q2
debt. Sources: Yahoo Finance, Wall Street Journal

= Euro/Dollar == Pound/Dollar Yuan/Dollar Yen/Dollar

10.80%

-5.00% - -1.70%
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CSRQa

SA3S

22

(Districts 1- 6)

Current Economic Conditions by The Federal Reserve B@&wothmonly known as the Beige Book, this report is published eic
times per year, most recently on June 9, 2010. Each Federal Reserve Bank gathers anecdotal information on current ecc
conditions in its District through reports from Bank and Branch directors and interviews with key business contacts, ¢&gonc
market experts, and other sources. This and the following page are a graphical interpretation of each districts repted (sel¢

information only).

wSIA 2V ¢

Microeconomic Indicators

I 2YYSyia

Philadelphia

\ Governors
Richmond

Alaska and Hawaii
are part of

San Francisco District

District #1: Boston

District #2:New York

District #3: Philadelphia

Overall

Stable andmproving
activity in recent months
compared to a year earlier

Overall

L

Further signs of
improvement since last
report

Manufacturing

Strong Q1 rebound in
demand continued into Q2

Real Estate '

Gains attributed to
impending expiration of
home buyer tax credit

Overall |::> Conditionamproved in some
sectors, steady in others
Retail Improved sales provide

encouragement for current

t and futuretrends

Residential Reaf::> Taxcredit providing some
Estate impetus to sales, overall pace

Retail Mixed resultswith increased
range for year over year Retail Mixed results with strong
same store sales, periods of |::> sales in April, but weak
slowing sales remain than expected in May
Real Estate Improvements compared to Credit Mixed trends in loan

5 [ (==

a year earlier

=

demand

Slightlyimproved conditions,
demand activity is increasing

has slowed
Manufacturing '
slowly

District #4: Cleveland

District #5: Richmond

District #6. Atlanta

Overall

Some signsf improvement;
overall activity remains below
pre-recession levels

Retail

Stable slight improvements;
retailers are cautiously
optimistic for future

Overall

=

Modest gain@mong most
sectors from previous
weak levels

Retail

4

Salesflattened due to
jobless customers; a few
reported improvement

Overall Economic activity improved
modestly in April and May

Residential Home sales growth softened

Real Estate but remained positive on a

yearover year basis

Credit

Credit standards remain
tight, and new business
loans remain weak

Manufacturing

5@ s [

Moderate upward trendslow
rebound to prerecession

Credit

=

Activityremained generally
weak, lending up slightly

Labor Market Employment levels improved,
however businesses still

pursue alternatives to hiring

Manufacturing t

Activity advanced at a firm
pace particularlyn
shipments and new orders

Retailersndicated that traffic
and sales improved as well
as improved confidence

Consumer
Spending

@
1)
=
1)
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CSRQa

SA3S

22

(Districts 7-12)

(Page 2Current Economic Conditions by The Federal Reserve B&othmonly known as the Beige Book, this report is publis
eight times per year, most recently on June 9, 2010. Each Federal Reserve Bank gathers anecdotal information on cumeat
conditions in its District through reports from Bank and Branch directors and interviews with key business contacts, ¢xonon
market experts, and other sources. This and the preceding page are a graphical interpretation of each districts regtett (Sele e
AYF2NXYIGAR2Y 2yfeod ¢KS WiElFad NBLR2NIQ NBEFSNSYyOSR oNBLR NJS

wSIA 2V ¢

Microeconomic Indicators

I 2YYSyia

*
Alaska and H?waii

Philadelphia

\ Governors
Richmond

nMnu

District#7: Chicago

District #8:St. Louis

District #9: Minneapolis

Overall

Economic activity improved
at a moderate pace in April
to May

Manufacturing

Strong activity in April,
followedby a steady pace in
May

Overall

=

Activity increased modestly,
while some sectors showed
mixed trends

Overall

The district economy grew
modestly since the last report

Retail

Sales improved, contacts
indicated rate of increase
recently slowed

Manufacturing

Activityincreased with
reports of new hires
outweighing layoffs

RealEstate

|| =» | =

Construction improved
slightly, while residential
activity pulled back in May

RealEstate

Home sales increasexs a
result of the expiring home
buyer taxcredit

Construction

Commercial construction was

weak,while residential
construction continued to
rebound

Credit

= = =

Moderateincrease in overall
lending activity

Labor Market

Signs of improvements, but
overall themarket remains
weak

Manufacturing

=» 4 | =»

Manufacturing output
increased since last reported

District#10: Kansas City

District 11; Dallas

District#12 San Francisco

Overall t Continued to show signs of Overall 1 Firmsacross wide range Overall t Economic activity continued
modest growth continue to report growth to growth modestly
Consumer Salecontinued to improve, LaborMarket Remained steady with Real Estate Housing demand remained
Spending 1 though slightly below t various reports of hiring |::> unchangedrommercial
expectations activity and increased activity continued to weaken
. . . demand - -
RealEstate Residentialmproved slightly Credit Stableloan demand, slightly
|:> while the decline in Residential Housingdemand continued t up from previous reports
commercial activity slowed Real Estate t to increase with positive _ )
_ . gains in home sales Manufacturing t Further signs of_
Manufacturing Manufacturingand improvement with many
t transportation expanded Manufacturing |::> Mixedtrends; some demand firms reporting highesales
further at a modest pace up from low levels

ETP US Economic Indicators Q2 2010 Report
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Total Retail Sales
(May 2008 May 2010)

Total Retail Saleg$ Millions): Total retail sales data
indicate that consumers are currently spending
more than in the year ago period. Year over year
trends remain positive while sales from the prior
month, April 2010, fell considerably short of
expectations. Consensus estimates for April to May
2010 sales growth were +0.2%, actual results
declined 1.2% . This monthly decline is the first in
eight months and has raised concerns over the
sustainability of recent economic momentum.
Others attribute the drop as a slight correction after
the consecutive 6% increases in March and April.
Excluding the weakest areas such as building
supplies, gas stations, and auto sales, total retail
sales increased 0.1% in M&ource: US Census, CNN
Money

Selected Retailers: Sarrgtore Sales
(Year over year % Change May 2010 )

SameStore SalegUS Sales Onl\§amestore sales
are a key measure of retailer performance because
they measure growth at existing stores rather than
from newly opened ones. Overall same store sales
performance of companies in the chart were
significantly better than the same period a year ago.
In total, same store sales growth from June 2009 to

June 2010 was 2x higher than from June 2008 to June

2009. While these numbers seem to signal the return
of the consumer, retailers still have a lot of ground to
makeupl & &SI NQRa al yvys
companies in the chart wa$32% which came on
top of negative performance in 2008 as well.

! 002 NRAY 3
strongest performing sectors in June 2010 were e
commerce retailers, apparel stores, and electronics
while furniture stores, luxury goods retailers, and
other home furnishings retailers recorded year over
year declines in same store sales grovBburces:
Company Press Releases, MasterCard

$376,662

aiG2NB

{i SperadingPuisthly | NR Q&

Microeconomic Indicators

Total Retail and Food Servi&ales

(% Millions, seasonally adjusted)

-9.7™%

May 2008 to May 2009Retail Sales Comparian

$339,873

\‘)\\\

o

Wt &

$362,517

May 2009 to May 2010Retail Sales Comparisor}

K @’b* \\)(\Q’ \&* vo‘?o &R S Qec’gq\'bo QQ\?@%‘& V‘Q;\\\ @'8\ \é\z
Q° >
W
»  Company SameStore Sales Total Sales
(]
o
% =—=WHOLESALE +1.0% $7.3bil +6.7%
S
g TARGET. +1.7% $5.92 bil +4.0%
1))
(%3]
- BiS +3.2% $1.08 bil +7.88Y
CPenney +4.5% $1.55 bil +6.68%
g *MOCYS +6.5% $2.23 bil +9.059
BCNORDSTROM ' Y2Y3
= +14.1% $822mil +19.8%
E )
s N +1.907 $333mil +3.109
3 SAKS
FIFTH )
AVENUE +2.5% $238 ml +3.34%
Dillard’s -
2.00% $506mil +1.87Y%

General Apparel

Discounters

Drug Stores

+6.668%0
Company SameStoreSales  Total Sales
AMERICAN EAGLE
OUTFITTERS 1.00% $249mil +1.22%
‘ i
[IAP 3.00% $1.31bill +1.55%
Abercrombie & Fitch +0.0% $277mil +22.89
AEROPOSTALE +8.00% $187mil +14.5%
Essor—éé +5.0% $725mil +8.9%
Smmm +0.609 $107mil -1.47%
m +5.9% $1.61 bil +9.11%
E +2.00% $5.67 bil +8.41%
| RITE |
LAID -2.50% $1.91 bil -3.29

ETP US Economic Indicators Q2 2010 Report

12

Powered byl%



Retail Sales by Segmerithe following two pages provides an overview of US Retail and Food Services, with sales shown according to the twelkECEhegmtdsSource: US Census
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Microeconomic Indicators

Ecommerce Retail Sales

(Q1 2008&; Q1 2010) Ecommerce Retail Sales
Ecommerce Retail Salg$ Billions) Ecommerce sales ($ Billions) )
are sales of goods and services where an order is =o—% of Total Retail Sales
placed by the buyer and terms of sale are negotiated $38.1 $38.7
over an Internet, extranet, Electronic Data Interchange $34.8 $36.6 :
(EDI) network, electronic mail, or other online system. $33.5 $33.9 $33.5 $33.9 '

$31.5
Payment may or may not be made online.

General Ecommerce Statistics:Online retail payment

methods continue to gain marketplace acceptance 5

among US consumers as ecommerce retail sales I S aal —— _ﬁ 0% 0 — 4.0%
maintain their postrecession growth. One area of ¢ *— ¢ o o 3.7% 3.9% 70 4.1% 70
focus lately in the ecommerce world is mobile 3.3% 3.3% 3.4% 3.4%

applications. As consumers increasingly use their cell

phones and other mobile devices for online payments

retailers are reacting. Some 74% of online retailers r T T T T T T T T )
have already, or are currently, developing a mobile Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010
strategy. Analysts estimate that 162 million people will

research products online in 2010 and 82% will end up

making online purchases. Analysts also estimate that

by 2014, online retail sales will equal $223.9 billion, an

annual growth rate of 7.8%ources: US Census,

Reuters S.IéeQa {KINbB 2F¥ 902YYSNDS
(% Billions)
. ) 0 $21.4 $21.3
Alternative Payments PayPal & Bill Me Later % of Total eCommerce
(Q1 2008&; Q1 2010) $16.0 $15.9 $16.7 $17.7
Alternative PaymentsThe biggest player in the online $14.4 $14.9 $14.9
payments space continues to be eBay with their PayPal
and Bill Me Later online payments gateways. Though 59.7% 55.0%
the total value of transactions generated by eBay's 50.8% 50.0% 51.3% 51.6% )
PayPal and Bill Me Later segments decreased slightly 44.5% ) 270 )
from Q4 2009 it increased 34% from the year ago 43.0% 44.0% D70
period. Source: eBay Quarterly Earnings Releases
NOTE:It is assumed that transactions made through
PayPal and Bill Me Later are inclusively ecommerce Q1 2008 Q2 Q3 Q4 Q1 2009 Q2 Q4 Q1 2010

sales and included in total ecommerce numbers shown
in the Ecommerce Retail Sales chart above.
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VISA & MasterCard Data
(Q1 2010; Q1 2010)

VISA & MasterCard DataQ1 2010 dollar volumes on
VISA and MasterCard credit cards increased 3.41% and
declined 2.65% respectively, compared to Q1 2009 as
consumers slowly move back toward revolving credit
lines. Credit card losses at major US card issuers
remain at above average levels while delinquencies
begin to slow signaling future decreases in
uncollectable accounts. Charge off rates declined
among four of the five largest card issuers, including
Capitol One, Discover, American Express, and J.P.
Morgan as delinquencies in credit card ABS hita 17
month low in June. Bank of America , however,

Payments Indicators

USCredit CardPayments Volume & # of Transactions
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions)
(Visa fiscal year OeSept)

VISA

$213

$203

$192 $195 $201

$182

recorded a 0.62% increase and has the highest charge

off rate at 13.33%Sources: VISA, MasterCard, Wall Q3 Q4 Q12009 Q2 Q3 Q4 Q12010
Street Journal | Q1 2009 to Q1 201CCredit Card Payments |
Volume: = 43 41% Transactions: +1 494
Payment Type Mix: $ Volume
0+tAal FYR aladGSNIINRQa vm W¥Ymno
Credit Debit = USCredit CardPayments Volume & # of Transactions
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions)
VISA 54.9% $141 $133
$113 $120 $121 $123 $110
1,596 ) 1,516
1,497 1,508 !
1,387 1,331
@T 54.3% 45.7%
Q3 Q4 Q1 2009 Q2 Q3 Q4 Q1 2010
| | Q1 2009 to Q1 201CCredit Card Payments |
0% 50% 100% Volume: | 2 654 Transactions:  _4 04%
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VISA & MasterCard Data
(Q1 200%; Q1 2010)

VISA & MasterCard Dat&ISA and MasterCard debit
volumes and transactions have experienced significant
growth recently. As consumers ratchet down spending
on credit cards for everyday purchases they are
continually using debit cards instead. As a result of this
industry change, debit cards have become a more
dominant driver of transactions and dollar volumes for
the two main card associations, a trend that is
expected to continueSources: VISA, MasterCard

Payments Indicators

\”S A USDebit CardPayments Volume & # of Transactions

$208

(Columns show Volume in $ Billions, Line shows # of Transactions in Millions)
(Visa fiscal year Oc¢tSept. Data displayed using normal year)

$238 $245
$206 $202 $220 $223

EEEERE

Payment Type Mix: # of Transactions

6xAal FyR aladSNI I NRQa v

Credit ‘ Debit

VISA ‘ 75.3%

@ 39.1% 60.9%

M

Q1 2009 Q12010
| Q1 2009 to Q1 201Mebit Card Payments |
Volume: 421 20y Transactions: +18 6%

WYMmno

USDebit CardPayments Volume & # of Transactions
(Columns show Volume in $ Billions, Line shows # of Transactions in Millions)

0% 50% 100%

85
¥ $85
$82 $63
$79
78

s $77

\/— ﬁ,>
= 2,114 2,166 2,157 .
1,884 1,911 1,946 ,

| Q1 2009 to Q1 201Mebit Card Payments ]

Volume: 7 594 Transactions: +6 694
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Credit Card Average Ticket
(Q1 200 Q1 2010)

Average Ticket:Credit card average ticket sizes have
remained relatively flat on an annual basis with
MasterCard showing the largest increase. From Q4
2009, average tickets sizes increased 1.51% and 1.86%
among Visa and MasterCard branded credit cards,
respectively, and have both increased for the second
consecutive quarter. These results can be attributed to
a decrease in both transactions and dollar volumes on
credit cards with transactions falling at a faster pace. A
recent survey conducted by The Pew Research Center
found that 15% of respondents have increased credit
card debt to pay other bills, a trend that may also be
diluting the picture of increasing transaction sizes. The
survey also found that 71% of respondents bought less
expensive brands than prior to the recessi&ources:
VISA, MasterCard, Pew Research Center

Debit Card Average Ticket
(Q1 200%; Q1 2010)

Average Ticket:Debit card average tickets were
mostly flat from the year ago period. From the
previous quarter, however, Visa and MasterCard
ticket sizes have increased 1.98% and 3.88%,
respectively, as dollar volumes grew faster than
transactions. The trend as of the past few quarters
has been a shift toward spending on debit cards as
consumers became overburdened with debt and
concerned about their job security due to economic
conditions. Recent statistics such as this illustrate
that the trend towards debit continues creating
needs for structural changes within the payments
industry towards the processing of debit card
transactions, particularly in terms of processor and
acquirer pricing strategiesSources: VISA,
MasterCard

Payments Indicators

$91.26
$88.35

$90.18

& \”SA WSedit CardAverage Tickets

MasterCard

$85.51

$84.49

m Visa

$84.14

$84.77

$81. 47I $80. 16I $80. 24I $81. 13I $82.6

$86.05

Q3

$41.40

$39.44

$I
Q4

$40.29
$39.11

Q1 2009

l

Q1 2010

Q1 2009 to Q1 201CCredit Card Ticket Size |

MasterCard

1.448%

Visa:

0.63%

& \”SA UZebit CardAverage Tickets

MasterCard m Visa

$40.59

$37.82

$38.79

$38.32

$37.28

$36.67

$39.41

$40.94

$38.04

$37.30 l

Q3

Q1 2009

l

Q12010

Q1 2009 to Q1 201@ebit Card Ticket Size |

MasterCard

0.86%

Visa:

0.58%
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Per Capita Card Spending
(Q1 2006; Q4 2009)

After trailing off from the Q4 2007 high of $615,
average spending per capita on credit cards is finally
beginning to slowly return. In the last quarter of
2009 credit and debit monthly spending increased
6.80% and 3.00% respectively. Credit and debit
monthly spending experienced the following
compound average growth rates from Q1 2006.

A Credit: 0.65%

A Debit: 1.19%
Credit card issuers are benefiting from the rebound
in the use of plastic. Discover, the sixth largest credit
card issuer, for example, recorded higher than
expected quarterly earnings for their 2010 fiscal
second quarter ending in May. Spending on Discover
branded cards increased 6% from the year earlier
period to $23 billion in Q2 2010. Itis yet to be
determined if the two major card networks, Visa and
MasterCard, will report the same results since their
Q2 numbers have not yet been released as of the
time of this report.Sources: Visa

Plastic Market Shares
(Q1 2006; Q4 2009)

As the market for the acceptance of credit, debit, and
other plastic card payment methods continues to
mature, industry participants must differentiate or
cease to exist. One way to differentiate is through
entering one of the few untapped markets. Though
there is still growth opportunities in traditional
merchant verticals such as retail, restaurant and
travel and entertainment more significant sources of
growth exist in the services and bill payments
markets. These markets are likely characterized by
monthly recurring billing structures which would
require nontraditional payments services in order to
properly gain market shar&ourceVisa

Payments Indicators

US Average Monthly Spending on Credit and Debit Cards Per Capita

=¢==Credit ==#=Debit
$615

$610

$578 $576

$569 $565

$550

$543 $533

$538 geo
$509 $529

$422 $420 $426 $411 $415 $431

$396 $401 $413

$373 $367 $387 $387

$342 $348 ¢339

1Q 06 2Q 06 3Q 06 4Q 06 1Q 07 2Q 07 3Q 07 4Q 07 1Q 08 2Q 08 3Q 08 4Q 08 1Q 09 2Q 09 3Q 09 4Q 09

Plastic Share of Dollar Volume by Merchant Category

—o—Retail —¢=Restaurants Travel & Entertainment —e=—Services =—=Bill Payments
61% 65% 66% . 68%
> v 66% & - 67%
“53% S 61% ¢ . 62%
M _ v 59% 0
pa— ¢ 51%
42% 25%
o ¢ ¢ ¢ ¢ * 28%
 18% ’ 23% . S ¢ * 18%
Aﬁ7% ) 12% 16%
2003 2004 2005 2006 2007 2008 2009
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Top 10 US AcquireksMarket share
(2006¢ 2009)

Top 10 US AcquirersMarket share:The following chart details the Top 10 US merchant acquirers and the top 50 acquirers total market share from 2006 Toexii. from 2006 to 2009
shows market consolidation amongst the largest acquirers in the industry. From 2006 to 2009 the drop in Top 10 maresutisafeom smaller acquirers gaining ground as these companies
have seen recent success in establishing some foothold in the industry. This has been accomplished by utilizing thigtesimdi®gy driven payments solutions and by specializing in specific
vertical markets, often via strategic partnerships with qmayments companiessource: Nilson Report

Payments Indicators

2006 2007 2008 2009
Company Volume  Share Company Volume  Share Company Volume  Share Company Volume Share
obaQa 6bPaQai% 6baQa 60bPaQaiv%
ChasePayment Sal 563,669 27.9] Chase Paymerfol. 599,375 26.5| ChasePaymentSol. 566,899 23.8 BAMerchant Services 457,729 19.3
BAMerchant Services 283,259 14.0| First Data 353,514 15.6| First Data 293,175 12.3 First Data 389,801 16.4
FirstData 269,793 13.4| BAMerchant Services 279,873 12.4| BAMerchant Services 283,086 11.8] Chase Payment Sol. 204,592 124
NOVAInfo. Sys. 155,970 7.7] NOVAInfo. Sys. 171,994 7.6| Elavon(previously NOVA 181,065 7.6 Elavon 171,361 7.2
Fifth Third 136,681 6.8] Fifth Third 154,866 6.9] Fifth Third 164,912 6.9 Fifth Third 159,420 6.7
WellsFargo 77,845 3.9] WellsFargo 86,433 3.8| CitiMerchant Services 102,818 4.3 Citi Merchant Services 106,288 4.5
GlobalPayments 67,913 3.4| GlobalPayments 83,151 3.7| Global Payments 92,679 3.9 Global Payments 97,803 4.1
HeartlandPayments 43,336 2.2| HeartlandPayments 51,935 2.3| WellsFargo 90,841 3.8 Wells Fargo 93,868 3.9
FirstNational Merch. Sol. 38,364 1.9| First NationalMerch. Sol. 46,669 2.1| HeartlandPayments 74,684 3.1 Heartland Payments 67,772 29
RBY.ynk 27,836 1.4 RB.ynk 34,005 1.5| FirstNational Merch. Sol. 51,384 2.2 First NationalMerch. Sol. 60,558 2.6
Top 10Acquirers 1,664,666 82.5% Top 10Acquirers 1,861,733 82.3% Top 10Acquirers 1,902,547 79.7% Top 10 Acquirers 1,899,192 79.9%
Top 50Acquirers 1,985,234 98.4% Top 50Acquirers 2,204,080 97.5%| Top 50Acquirers 2,323,874 97.7% Top 50 Acquirers 2,335,730 98.2%
All Bankcards 2,016,793 100% All Bankcards 2,261,652 100%, All Bankcards 2,379,846 100% All Bankcards 2,377,741 100%
Andividual market shares may not sum to Top 10 totals due to rounding
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TSG Payments Index (TSGPX)
(Q2 200&; Q1 2010)

Payments Indicators
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