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The views and opinions presented in this educational program and any accompanying
handout material are those of the speakers, and do not necessarily represent the
views or opinions of NADA. The speakers are not NADA representatives, and their
presence on the program is not a NADA endorsement or sponsorship of the speaker or
the speaker’s company, product or services.

Nothing that is presented during this educational program is intended as legal advice,
and this program may not address all federal, state, or local regulatory or other legal
issues raised by the subject matter it addresses. The purpose of the program is to help
dealers improve the effectiveness of their business practices. The information
presented is also not intended to urge or suggest that dealers adopt any specific
practices or policies for their dealerships, nor is it intended to encourage concerted
action among competitors or any other action on the part of dealers that would in any

manner fix or stabilize the price or any element of the price of any good or service.




The Challenge

The Off-lease “Tsunami” was feared for overwhelming supply

ESTIMATED OFF-LEASE MATURITIES
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The Challenge Becomes Opportunity

Demand grew to match the supply
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The Opportunity Improves

Three more years of growth with improving mix
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Economic Growth Accelerates

Backdrop

REAL GROSS DOMESTIC PRODUCT (SAAR) % GROWTH BY QUARTER
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Underemployment Rate % (U6)

UNEMPLOYMENT RATES

Headline Unemployment % (U3)

Unemployment Continues to Fall
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Consumer Confidence Near 17-Year High

=== Plans to Buy Auto in 6 Months (% SA)
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Earnings Consistently Beating Inflation
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Interest Rates Have Been Very Favorable

NEW AUTO LOAN RATES
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But Oh How Rates Vary

RATE SPREAD, NEW VS USED BY MAJOR CREDIT TIERS
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Shifting Consumer Preferences in New

NEW VEHICLE SALES BY CATEGORY
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Used Prices Had Distinct Cycles in 2016-2017

Manheim Used Vehicle Value Index (S SA) by Month 2015-2017
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Abnormal Depreciation Pattern in 2017

THREE-YEAR-OLD MODEL INDEX BY WEEK
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Retention Values Also Saw Shift in Trend
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Margins Continue to Decline

GROSS MARGIN AS % OF SELLING PRICE “O-New =0O-Used
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Top Dealers Are Focusing on Used

20 18.1
3 14.4 _
m ]
6 B 13.1
()]
(NN ]
(Vp]
oD
S 10
x
(¥p)]
<
=
Ll 5
@]
2 2.5
= 0.4
(NN ]
S 0
'n_: 2017 2016 2015 2014
<
4
n -5 -3.1
[NN]
(¥p]
D

6.7
-10

B NCM Benchmark (Top 25%) NCM Average

Source: NCM Associates Benchmarks, All NCM Dealers, 2017 = YTD November




18

Top Dealers Are Selling More Used

1.18
L1 1.04 1.04
0.78

2017 2016 2015 2014

1.4

USED TO NEW RATIO
o o o -
£y (o)) (0] = N

©
N

o

B NCM Benchmark (Top 25%) ® NCM Average

Source: NCM Associates Benchmarks, All NCM Dealers, 2017 = YTD November




19

Forecast Sees Growth in Used, Not New

VEHICLE SALES BY YEAR AND TYPE, ACTUAL AND FORECAST
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<4 YO Vehicles Are the Source of Growth
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Buyers of Used Vehicles Trend Younger

AGE DISTRIBUTION OF BUYERS, NEW VS. USED 3-YEAR-OLD, USED, AND ADULTS IN US
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Credit Continues to Tighten
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What Can a Consumer Control?

If prices are rising
And rates are rising

And credit is tightening

The consumer is left
with the amount of the
loan or the vehicle price
and the down payment
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Credit and Age Are Related
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Growing Share of CPO Sales
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Growth in CPO Sales Flattening Out

CPO SALES % CHANGE YEAR-OVER-YEAR
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Declining Shares in Non-Luxury Brands

CPO SHARE CHG (%pt)
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Off-lease Mix Moves Away from Cars

% CHANGE IN OFF-LEASE MATURITIES
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Off-lease Mix in 2018: Makes
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Off-lease Mix in 2018: Top Models
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