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As of Q4 2024, credit card balances totaled $1.21 trillion—up $45 billion from Q3 and 7.3% higher
than the same period last year. With balances continuing to rise and recent tariffs fueling short-term
inflation expectations, delinquency rates are expected to climb further.

CAS anticipates these trends will drive more charged-off balances into collections, increasing
placement volume and overall collections activity.

Trends in Credit Card Balances and Delinquency Rates
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Source: Q4 2024 Household Debt and Credit Report (Federal Reserve Bank of New York).
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CAS anticipates that projected Fed rate cuts will significantly impact M&A in the collections space,
particularly for PE firms leveraging debt in their transactions. Lower rates reduce capital costs,
enhancing returns and making deals more attractive. Additionally, PE funds face pressure to deploy
high levels of dry powder and avoid fund expiration, accelerating capital deployment.

Fed-Funds Rate Expectations (Bottom of Target Range)
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Current State of
Credit and

Collections

Agencies are navigating rising delinquencies, operational headwinds, rapid tech adoption, and an
evolving regulatory landscape—all reshaping the credit and collections industry.
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Economic & Credit Environment

- U.S. credit card balances hit $1.21T in Q4 2024 (+7.3% YoY); delinquency rates
continue to rise.

+ Consumer financial pressure driven by inflation, tariffs, and rising borrowing activity.

Operational Pressures

+ Agencies managing more accounts for less amid tighter margins and shrinking
liquidation rates.

+ Labor costs increasing due to staffing shortages and wage inflation (+3.8% YoY).

Technology Transformation

+ Investment surging in Al, self-service portals, and omnichannel communications.
+ Digital outreach (SMS, email, chatbots) becoming the norm.

Regulatory Outlook
+ CFPB’s future in flux post-2024 election.

+ Agencies balancing optimism over reduced federal pressure with concerns about state-
level regulation and compliance creep.
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Key Operational

Levers Driving
Success

In today’s evolving environment, agencies must embrace digital innovation, flexible staffing, and
targeted specialization—while forging strategic partnerships and establishing measurable
performance benchmarks to stay competitive and drive long-term growth.

Technology & Automation

Implementing ARM Tech & Al-Powered
Collections Strategies

Utilizing Omnichannel Outbound
Communication Framework

Testing Chatbots & Virtual Agents to
Augment Operations

Enhancing Scoring Models & Skip-Tracing
Solutions

Cost Reduction & Workforce Strategies

Driving Inbound Calls vs. Outbound
Dialing

Guiding Customers to Self-Service
Payment Portals

Focusing on Digital Communications

Partnering with Nearshore/Offshore
Providers for Less Complex Tasks

Utilizing Work From Home Strategy to
Capture Wage Arbitrage
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+ Through Q1 2025, the ARM sector continued to experience strong consolidation, led by well-
capitalized, tech-enabled strategic buyers acquiring smaller firms to expand geographic reach and
gain specialized talent.

- This trend is expected to persist throughout FY 2025, with larger firms further consolidating their
positions as the gap between market leaders and smaller players widens.

- Scale is becoming increasingly important as agencies face pressure from declining fee rates, rising
compliance costs, and the need for advanced technology to stay competitive.

+ These dynamics—with optimism over reduced federal pressure—are expected to fuel continued
M&A activity across the ARM industry.
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Source: CAS Proprietary Data
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M&A Outlook

Consolidation is accelerating as rising account volumes, regulatory shifts, and tech adoption reshape
the credit and collections M&A landscape.

Market Dynamics Driving Deal Activity
- Rising placements and margin compression fueling consolidation.

+ Private equity interest supported by substantial dry powder and expectations of Fed rate
cuts in next 12—18 months.
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Key Buyer Themes

- Strategic buyers are focused on tech-forward agencies with strong client retention and
vertical specialization.

+ Financial buyers are targeting scalable platforms with integrated technology, operational
efficiency, and premium client experience.

@

Valuation Trends

+ Companies with scalable infrastructure, tech adoption, and client diversification are
commanding premium valuations.

« Companies reliant on legacy systems or struggling with compliance face limited buyer
appetite.

Looking Forward

+ Industry consolidation is expected to accelerate as smaller and mid-sized firms struggle to
modernize or address succession needs.

+ The most successful organizations will differentiate through scalable technology, sector
expertise, and exceptional client relationships.
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Date: January 6, 2025

N AV I — N T - Rationale: Gallant Capital acquired the Government Services

— : business of Navient to establish a standalone platform focused on
d Government tolling, parking, and mission-critical public services. The carve-out
positions NGS for growth as a specialized, tech-enabled provider in

GALLANT CAPITAL Services Business the government ARM sector, leveraging Gallant’s operational and
strategic support.

Date: January 6, 2025
Rationale: Eltropy acquired Lexop to enhance its Al-driven

"' lt I E N/ communications platform with borrower-friendly, self-service debt
e rO o P management capabilities. The integration supports credit unions
N\ : . ¢
and community banks in modernizing loan repayment and

collections, aligning with rising demand for digital-first recovery
solutions.

Noteworthy M&A

Transactions

Date: January 15, 2025

@ C Wi - - - Rationale: With the acquisition of BARR Credit Services, C&W wiill
aine & VVeiner = B ARR leverage six strategic locations to deliver an expanded suite of
— services including commercial and consumer collections, first-party
"CAS served as the buy-side CREDIT SERVICES outsourcing, commercial letter writing, global receivable solutions,

M&A I i Wei . h . . . e
4A advisor to Caine & Weiner credit services, attorney forwarding services, and specialized legal

support through an affiliate law firm.

Q Al‘?fﬁ?ps Date: March 17, 2025
Rationale: Aldaron Partners and True Wind Capital jointly acquired
et DCM Services to accelerate its growth in estate and specialty
, ﬂ receivables. The deal underscores a strategic push toward tech-
servyv enabled recovery, regulatory compliance, and customer-centric
TRUE WIND solutions in high-complexity collection segments.
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Q&A

Disclaimer

This material has been prepared for informational and educational purposes only, and it is not intended to provide,
nor should it be relied on for tax, legal, or investment advice. You should consult with your own tax, legal, and
financial professionals for your specific situation. The views and opinions expressed in this article are those of the
author and do not necessatrily reflect the views or opinions of Finalis.

Securities offered through Finalis Securities LLC, Member FINRA/SIPC. Corporate Advisory Solutions and Finalis
Securities LLC are separate, unaffiliated entities.
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