
Investor Day 2010 
November 10, 2010 

78 



Jo
el

 M
us

sa
t 

SE
NI

OR
 V

P,
  S

TR
AT

EG
IC

 P
LA

NN
IN

G 
AN

D 
BU

SI
NE

SS
 D

EV
EL

OP
ME

NT
 

“ Winning begets winning.” 
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Overview 

•  Great story so far 
•  Why not just stop there? 
•  Large scale demand for our service 
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Leveraging and complementing 
our core business 
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•  Provide more touch 
points to reach RTO 
customers 

•  Convenient locations 
•  Low cost 
•  Natural extension 

of RTO 
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20 locations in 

 California 
  Indiana 
 Nevada 
 Texas 

Positive Results 
(adds to core) 

Potential 
Expansion  
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“Limited” means  
•  Smaller square footage 
•  Limited SKUs 
•  All new products 

 TV 
 Computers 
 Appliances 
 Games 

•  Line of sight in high 
traffic areas 

•  Only one competitor 
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Two brands, one focus 
•  Non-Hispanic and Hispanic concepts 
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Next steps 
•  Continue to test model 
•  Kiosk can go anywhere 
•  Identify partners and locations 
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RAC Acceptance strategic purpose 
 To grow our customer base and increase 
market penetration 
  Service customers likely outside our 

traditional customer base  
  Customers turned down for credit and need 

a way to fund their purchase  
  Retailers “save the sale”  
  Low cost of entry  
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•  Began as test with Ashley Furniture 

•  “Back of customer’s heads” 

•  Solid results in a series of pilots 

•  Over 100 opened this year 

•  Only 1 competitor in this space 
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RAC Acceptance – the transaction 

•  Customer shops 
•  Customer applies for 

credit and is denied 

90 

•  Hand-off to 
RAC Acceptance staff 

•  Conversion rate ~ 50% 



The value proposition 
•  Customer gets the 

product they want 
•  Retailer saves 

a lost sale 
•  RAC Acceptance 

obtains a new 
customer that likely 
would not have 
visited an RTO store 
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RAC Acceptance customer vs. RTO 
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RTO  62%   26%   12%  

46%  29%  25% 



Basic transaction view 

$124 per month  

(10% higher than core RTO) 

Extended time on rent 

Very low default rates 

93 



RAC Acceptance – expansion plan 

1,000+ 
94 

170 now… 
   



Home Choice 
•  Retail sale:  

We handle the 
financing 
–  Illinois test 
– Can Home Choice 

co-exist with RTO? 
– Can it go national? 
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RTO  62%   26%   12%  

42%  33%  25% 

Home Choice customer vs. RTO 
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Home Choice next steps 

•  Continue in test mode 
•  No aggressive 

expansion planned 
•  Complete build-out 

of first market 
•  Envision national 

footprint 
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•  34 million people 
•  Ripe for Rent-to-Own 
•  Leverage our core RTO business – no changes 
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Growing our core business  
in North America   
•  18 stores currently 
•  Build out 10-20 stores in 2011 
•  Potential for 200-300 stores  
•  One large RTO player now – Easyhome 
•  The goal is to be the RTO leader in Canada 
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“ Take calculated risks. 
That is quite different from being rash.” 

General George S. Patton 
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The story of Gloria and Moises 
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Like on the U.S., our focus in 
Mexico is on improving the quality 

of life of our customers 
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In mid 2009, we started evaluating opportunities 
for growth outside our current markets… 
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In mid 2009, we started evaluating opportunities 
for growth outside our current markets… 

  Stable economies 
  Sizeable demographics 
  Lack of access to our product 

categories 
  Favorable regulatory framework for 

our type of transaction 
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As a result, we decided on Mexico 
as our first foray into Latin America 
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As a result, we decided on Mexico 
as our first foray into Latin America 

• Receptiveness to our novel value proposition 
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As a result, we decided on Mexico 
as our first foray into Latin America 

• Proximity to RAC’s established operations 
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As a result, we decided on Mexico 
as our first foray into Latin America 

• Pre-existing brand recognition in certain markets 
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A cross-functional team did intense upfront 
homework on the Mexican market 

• Regulatory environment 
• Extensive indirect competitor analyses 

  Assortment 
  Pricing 
  Store layout 
  Customer experience 
  Credit and collection practices 
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A cross-functional team did intense upfront 
homework on the Mexican market 

• We also conducted extensive marketing research 
–  Focus groups 
–  Product research 
–  Customer intercepts 
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A cross-functional team did intense upfront 
homework on the Mexican market 

• We also conducted extensive marketing research 
–  Focus groups 
–  Product research 
–  Customer Intercepts 
–  Ethnos research 
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We concluded that we have a unique 
value proposition for Mexico 

“ To provide Mexican consumers 
with an easy and safe way to 
access the products they want 
for their homes. ” 
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Attribute RAC Indirect Competition 
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We concluded that we have a unique 
value proposition for Mexico 
Attribute RAC Indirect Competition 
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or guarantor/co-signer 
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proof of home ownership 

124 



We concluded that we have a unique 
value proposition for Mexico 
Attribute RAC Indirect Competition 
Name Brand Products •  Offers many name brands •  Same 

Payments •  Affordable payments •  Small, affordable credit installments 

Requirements •  No need for home ownership 
or guarantor/co-signer 

•  Credit History 
•  Strict requirements to qualify, including 

proof of home ownership 
Approval Process •  Quick, with same-day approval and 

delivery in most cases 
•  2-3 day approval process, requiring more 

than one trip to the store 
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Collection Practices •  Flexibility to return product if customer 
cannot afford payments with no impact on 
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Delivery, Setup and Service •  Free during rental period •  Generally not offered, and in the few 
cases that it is there is an extra cost 
involved 
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We concluded that we have a unique 
value proposition for Mexico 
Attribute RAC Indirect Competition 
Name Brand Products •  Offers many name brands •  Same 

Payments •  Affordable payments •  Small, affordable credit installments 

Requirements •  No need for home ownership 
or guarantor/co-signer 

•  Credit History 
•  Strict requirements to qualify, including 

proof of home ownership 
Approval Process •  Quick, with same-day approval and 

delivery in most cases 
•  2-3 day approval process, requiring more 

than one trip to the store 

Collection Practices •  Flexibility to return product if customer 
cannot afford payments with no impact on 
credit history 

•  Ability to get product (or equivalent) again 
when situation improves 

•  Payment protection plan  

•  Strong-arm collection practices 
•  Harassing 
•  Affects credit 
•  Repossession with consequent loss of all 

payments made to date 

Delivery, Setup and Service •  Free during rental period •  Generally not offered, and in the few 
cases that it is there is an extra cost 
involved 

Heritage •  Being a US Company is perceived as a 
plus as they follow rules (“they do as 
promised”) 

•  Mexico, not viewed as being as 
professional or fair 
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Mexico  - 111 Million total population 

Socioeconomic Status (SE S) Mexico 

A/B: High 7.6% 

C+ Upper Middle 13.7% 

C: Middle 17% 

D+: Lower Middle 36.4% 

D: Low 15% 

E: Extreme Poverty 10% 

100% 
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We estimate the Mexican market can support 

1,000+ 
 RTO locations 

130 



We have initially opted for a border market strategy 
starting in the city of Reynosa 
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We have initially opted for a border market strategy 
starting in the city of Reynosa 

This location allows us to leverage: 
•  Proximity to existing operations for support 
•  Above-store leadership structure 
•  Existing brand recognition 
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We have initially opted for a border market strategy 
starting in the city of Reynosa 

•  Reynosa, Tamaulipas, Mexico founded in 1749 
•  Population of 1.2 Million 
•  18.5% of its state’s GDP 
•  Approximately 200 manufacturing 

companies with more than 
90,000 employees 

•  Leading manufacturers in electronics, 
auto parts, medical equipment, fiber optics 
among others 
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How did we adapt to the Mexican market? 
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How did we adapt to the Mexican market? 

Where we made changes: 
•  Supply chain 
•  Product 
•  Partnerships Mexico 

Store 
Ops 

Accounting 
Construction 
Site Selection 

Recruiting 
Payroll 

Lease Negotiations 

Experienced 
Local 

Partner 
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How did we adapt to the Mexican market? 

Where we made changes: 
•  Supply chain 
•  Product 
•  Partnerships 
•  Language 
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How did we adapt to the Mexican market? 

Where we made changes: 
•  Supply chain 
•  Product 
•  Partnerships 
•  Language 
•  Operations 

Open on 
Sundays 
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How did we adapt to the Mexican market? 

Where we stayed the same: 
•  Brand 
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How did we adapt to the Mexican market? 

Where we stayed the same: 
•  Brand 
•  Store design & layout 
•  Store staffing model 
•  Majority of product 
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On October 9th we opened the doors of our first 
store in Plaza Periferico in Reynosa, and a second 
store in Plaza Juarez on November 2nd 
•  Demand has exceeded 

our expectations 
•  The decision to have a DC 

has proven to be right 
•  Very encouraging early 

results both on sales 
and payments 
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We will have one more location open in November 
and a fourth by the end of the year, to take 
advantage of the full Christmas shopping season 
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The existing and upcoming store will all be 
supported by an aggressive marketing campaign 

•  Radio 
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The existing and upcoming store will all be 
supported by an aggressive marketing campaign 

•  Radio 
•  Newspaper inserts 
•  Canvassing efforts 
•  Bus stop signage 
•  Billboards 
•  TV spots 
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MUCHAS GRACIAS! 
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Q & A 
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