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>» Auto Industry Update Used, CPO, and Non-CPO Sales

Used Vehicle Sales - CPO and Non-CPO N — Takeaways
B CPO Vehicle Sales B Non-CPO Total Used Vehicle Sales |
45,000,000 - . .
I 43.1 Used Vehicle sales, which
—  UsedSales Actuals | — I were up in 2016, should
| continue growing in 2017.
40,000,000 - I + Used Sales should hit
37.6 38.4 I 43M in 2017 while New
36.6 will remain flat at 17.5
35.7 !
35,000,000 - I Used vehicle sales have
| rebounded since the
I Recession and robust
| leasing has caused strong
30.000.000 - [ growth in off-lease vehicles
T I that can be CPO
|
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. Source: NADA and Autodata and Cox Automotive
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L] L]
b Used Vehicle Retail Sales H
T —&—Franchised Dealers =fll=Independent Dealers
15,985,490
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.. Source: NADA and Cox Automotive
COX AUTOMOT|VE Forecast: Holding Franchise and Independent share of market at three year average and assuming used sales in 2017 are ~43.1M 4 <
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CPOMarket Luxury Penetration as of Dec

Luxury Brands traditionally have high lease/CPO rates but their overall share has decreased as non-luxury brands 1)

Increase lease rates and 2) emphasize CPO programs

28%  27.2%
26%
24%
22%
20%

2009 2010

Cox AUTOMOTIVE"

2011 2012 2013

‘ Research & Market Intelligence
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Source: Autodata/Motor Intelligence
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B Luxury

Non Luxury

Brands Reporting:

Acura

Audi
Bentley
BMW
Cadillac
Infiniti
Jaguar
Land Rover

Lexus

Lincoln
Maserati
Mercedes-Benz
Mini

Porsche

Volvo

.



CPOPotential — 2016 Off Lease Valumes VS FORECEASENT

Off Lease Projected Volume as % of Forecast New Sales (2016): Further left indicates higher % of lease returns in relation to

new vehicle sales
Source: IHS Polkinsight
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Prologue:
The Changing of the Millennial American Dream
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The/American Dream I1s Cha

Percent of Children Earning More than their Parents
By Parent Income Percentile Takeaway

100 -
— 1940 « This decline has

occurred throughout

the parental income

distribution, for

1950 children from both low

and high income

families, as shown in

1960 the chart.

* Most of the declineis
due to the more

1970 \ unequal distribution of

\ economic growth in
recent decades rather

than the slowdown in
GDP growth.
Increasing economic
growth rates to the
higher levels
experienced in mid-
century
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Sources: The Equality of Opportunity Project
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The/American Dream I1s Cha

The Fading American Dream
Percent of Children Earning More than their Parents, by Year of Birth
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Sources: The Equality of Opportunity Project
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Takeaway

Children's prospects of
achieving the "American
Dream" of earning more
than their parents have
fallen from 90% to 50%
over the past half century.




US Major Market
Households Aged 25-34 Years

2016 Mean
Household Income

2016 Median
Household Income

Difference from
US Adjusted Average
Cost of Living

Cost of Living Cost of Living
Index Adjusted Average Income

Adjusted Income

Total Population
pulal Above | Below US Average

$50,794

§74,827

R T T T

Baltimore
Chicago
Denver
Washington, DC
Philadelphia
Phoenix
Boston

South FL
Seattle 03 6
Portland 15,296

-

San Diego $57,906

New York City - New Jersey

$89,892

United States $67,877 $61,921

Cox AUTOMOTIVE®

§54 582

1457 §62.202

100.0 $67,877
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Adjusted income refafive to US average

) [ 913

Source: JLL
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Total Debt and Highest Stude t[':)é"'t ate A‘

Total Debt Balance and its Composition

Trillons of Dollars THitons Y Dolars $1.28 Trillion in Total U.S. Student Loan Debt
15 15
»Mortgage wHE Revolving wAutoLoan mCreditCard mStudent Loan  m Other o _ _
201603 Total: $12.35 Triion 44.2 million Americans with student loan debt
2016Q2 Total: $12. 29Tnlbon
12 m 12 10.9% — Student loan delinquency rate
10%)
6%)
e $351 — Average monthly student loan payment
9 w9 (for borrowers aged 20 to 30)
TABLE1 TABLE 2
6 (68%) 6 UEE ; 0 DEE f
New Hampshire $36,101 Utah $18,873
Pennsylvania $34,798 New Mexico $20,193
Connecticut $34,773 California $22191
3 | Delaware $33,849 Wyoming $22,683
Rhode Island $32,920 Florida $23,379
Minnesota £31,526 Hawaii $23,456
Massachusetts $31,466 Nevada $23,462
0 District of Columbia $31,452 Arizona $23,780
& o 0" o"‘ $ o" é’ é° & Q o o o @ SELELP L r\“ x“‘\ & Soqthcam""a L Washington $24,600
Source: FRBNY Consumer Credit PanelEquifax Ohio $30,239 Oklahoma $24,849

Source: Total Debt NY Fed & The Institute for college access & success
( OX AUTO MOTIVE i ‘ . ® 2016 Cox Automotive Proprietary
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Millehnials.and Marriage - A‘

¢ A PnL RS
LT MARRIED 1N 60041 STATE>
e

o| Average Wedding Cost: $35,329 (excludes honeymoon) (up from $32,641in 2015)

4

o| Most Expensive Place to Get Married: Manhattan, $78,464 average spend

o| Least Expensive Place to Get Married: Arkansas, $19,522 average spend

» Average Spent on a Wedding Dress: $1,564

o Average Marrying Age: Bride, 29 ; Groom, 31

* Average Number of Guests: 141

» Average Number of Bridesmaids: 5

* Average Number of Groomsmen: 5

* Most Popular Month to Get Engaged: December (15%)

» Average Length of Engagement: 15 months

* Most Popular Month to Get Married: October (16%) and September (16%)
* Popular Wedding Colors: Dark blue (29%), gold (28%) and light pink (28%)
o Percentage of Destination Weddings: 20%

Image Source: The Knot
C A ™ Data Table Source: The Knot's annual wedding survey
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Half'of Millennials are at the age e the A&_‘

Number Born
Year (mil) 2016 | 2017 | 2018 2019 2020 2021 2022
2000 4.24 16 17 18 19 20 21 22
1999 4.18 17 18 19 20 21 22 23
1998 4.19 18 19 20 21 22 23 24
1997 4.21 19 20 21 22 23 24 25
1995 4.36 21 22 23 24 25 26 27
There are two age groupings to consider, the age at which people 1994 4.45 29 23 24 o5 26 27 28
start to have kids and a minivan enters their consideration set, and 1993 4.52 23 24 25 26 27 28 29
the point where they move from minivans to SUVSs. 1992 4.65 24 | 25 | 26 27 28 29 30
1991 4.73 25 26 27 28 29 30 31
1990 4.73 26 27 28 29 30 31 32
: - : 1989 4.54 27 28 29 30 31 32 33
g\g of 2014, the average age of women having their first child was 1988 414 - - - - - @ o
' 1987 4.36 29 30 31 32 33 34 35
1986 4.38 30 31 32 33 34 35 36
1985 4.41 31 32 33 34 35 36 37
1984 4.27 32 33 34 35 36 37 | 38
1983 4.33 33 34 35 36 37 38 39
1982 4.33 34 35 36 37 38 39 40
1981 4.28 35 36 37 38 39 40 41
1980 4.37 36 37 38 39 40 41 42

C A ™ Source: Age of Millennials in 2016 forecasted outward without assuming a death rate
OX UTOMOT'VE Research & Market Intelligence ® 2016 Cox Automotive Proprietary



The Cost of Raising a Child:

. @ 23
18% 29%
Food Housing

Not ('nclud('vg
the annual cost

of calle(ge.’

$45,370

Private

$20,090
Public

Annual Housing Cost
per Child

*Includes room
ond board.

- $233.610

,,,,,, Where does the money go?

= =

15% 9% 6%

Transportation Health Care

Annual Food Costs by Age
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Cost by Region

Urban Northeast

$253,

$235,140 z e
Urban South

$221,730

Rural Areas

$193,020
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No one is talking about what REALLY MATTERS
...Affordability

re tax weekly salary for g [y i
p:le‘age 2 person household: $2,386 - SNinjgy

Housing

_ Student
$950*** Vehicle Debt )
Payment

Wedding $431AA $350**

1 nqn

In Funnel: $3,312

Note: *average wedding cost $32K over 60mo **average student debt payment NY Fed

TOP REASON
OWNING A V

I can’t afford
buying or leasing

driving

| will use public My life circumstances 4
transportation  don’t require a vehicle

I don’t like | don’t want to worry

about maintenance

| walk, bike,

l[lerblade,
etc.

***Census ACS Survey “United States Department of Agriculture MDealertrack Credit Applicatio

( OX AUTOMOT'VE Network, Feb 2016 weekly salary from Bureau Labor Statistics and of 28 year old with a college degree.
Research & Market Intelligence ® 2016 Cox Automotive Proprietary

.



Y LRy 'Y @ -

Even with record gains in 2015, real median household income is
down 2.4% or nearly $1,400 compared to 1999.

ADJUSTED MEDIAN ANNUAL INCOME

$57.909 —
+16% v M —> $56.516

Real Income ‘l’
(1984-2015)

$60,000 -

$58,000 -

$56,000 -

$54,000 -

$52,000 -

$50,000 -

$48,000 -

$46,000 -

$44,000 -
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

( ' A Source: http://www.census.gov/hhes/www/income/data/historical/families/index.html
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Consumers and the industry are finding ways
to make it work for now

93,766 30"

51-14 Trillion

Monthly | ease Outstanding
average Penetration Automotive
Incentive Loans
spend
COX AUTOMOTIVE’ A
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To keep their monthly payment affordable, o
buyers have longer loans than ever before

2009 vs. 2015
AMOUNT FINANCED

Average Length of
3190(%93 V|S 325)'15291 Loan in 2015
DOWN PAYMENT

$2342 (s $2251

2009 | 2015

(64.5 in 2009)

MONTHLY PAYMENT

5404 - $431

VS

2009 | 2015
Term (Retail) 24 36 48 60 72 84 96 108 120
months months months months months months months months months
Payment $1275 $858 $650 $525 $454 $409 $393
Point of Equit 3-5 5-7 8-10 13-15 25 -27 43 - 45 68 -70 100 - 102 116 -118
quity months months months months months months months months months

S : Deal k Credit Application N k, Feb 2016
COX AUTOMOT'VE ‘ Research & Market Intelligence o eaertra(; 201rz goprpL:f:;%Tivee;V\rlsgriet:ry




Epilogue:
Marketing Affordability
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CPO Sales
Continue to Grow

— Total Off Lease Unit 2 . 5

Millio

Volumes (Millions)

—— CPO Total Sales (Millions)

n

2.3 =

2.1

1.7
1.8
1.6
2011 2012 2013 2014 2015

Projections based on:

Industry average lease term

EEEEEEENI matunty

Avg growth rate last 3 yrs +
w1 [€QIESSION

CPO as % of Franchised Used
while assuming used car sales
at franchised dealers

2047 2018 2019 2020

20



THE RIGHT
INVENTORY

Is key to attracting CPO
shoppers. Sales tactics
should start with make,

model, year, and style

CPO also sells faster and
is valued $3000 more than
the same non-certified
used vehicle

The 4
cornerstones 10

maximize the

market
potential

MESSAGE &
EDUCATE

CPO shoppers are looking
for the essentials — but
they’re willing to pay more
for quality condition and
technology. CPO can also
help draw in millennials;
focus on warranty and
tech

DELIVER ON
EXPERIENCE

Experience matters. Not
only can highly rated
dealers attract more
interest in CPO, but CPO
purchase has also shown
to create loyalty for both
OEMs and dealers. An
electronic F&I experience
could further enhance this



THE RIGHT INVENTORY

THE RIGHT ! Is key to attracting CPO shoppers
INVENTORY

Most important criteria for vehicle purchase

MAKE/MODEL

When prospects arrive on the lot, the
sales approach should start with make,
model, year, and style

Make/model
Model year
Style preferred (sedan, etc.)
New/Used/CPO

Warranty coverage

DEALER ®

Dealers overestimate (2x) the importance of warranty
coverage to shoppers, and underestimate (1/2x) the
importance of vehicle type (e.g., new, used, CPO)

Most important
criteria for
vehicle purchase

A A

22



THE RIGHT

INVENTORY Shoppers

value CPO on average

5= $3000 OR
CPO inventory sells -, ;
faster and generates | MORE

Mmore revenue over the same non-certified
used vehicle

After vehicle  ¢po
frontline f .

ready, how _ Dealers underestimate the value of CPO
many days it to shoppers, thinking consumers value a
took to sell USED CPO vehicle on average $1260 more
compared to a used, non-certified vehicle



MESSAGE &
EDUCATE

CPO SHOPPERS ARE LOOKING FOR

THE ESSENTIALS...

Vehicle history report

1. Certified/backed by OEM/dealership
Items looking 2. Passed a detailed inspection
forin a C_PO 3. Extended warranty
vehicle 4
5.

Scheduled maintenance from dealer

...But they’re willing to pay more for

GREAT CONDITION & TECHNOLOGY

ltems that shoppers 1. Mechanically perfect
would be willing to

pay more forin a
CPO vehicle 3. Latest tech features

2. Better condition than used

DEALER ®

Dealers correctly identify the essentials and their
interest among CPO shoppers

24



CPO IS AWAY TO TAP INTO THE
MESSAGE & MILLENNIAL MARKET

EDUCATE Millennial CPO Shoppers are willing to pay more for
warranty & technology than Non-Millennials

Items that shoppers would
be willing to pay more for
in a CPO vehicle

Millennials place a higher value on CPO
than Non-Millennials

Non-
Millennial

Willingness il MiIIT(;)nnr;ial
to Pay More % B E % —
@ded warranty  53% 37% D
1)
s o B0 s2100

Ny

——
value or more or more @ tech features  50% 41% >

Iy

Millennial

18-24 25-34 35-50 §f 51-64 Mechanically perfect 50% 65%
Willingness to
Pay More 68% 41%

Better condition than used 47% 50%

Added

cPOvalue /00 $4600 $3300 $1000

25



Maintenance

Picking up your vehicle for service
Free wash/detail with scheduled service
Loaner vehicle during servicing

Towing coverage

Free GPS tracking
Vehicle alarm notification

Engine/ignition failsafe/lockdown

Free oil/fluid changes
1 year cosmetic damage coverage
Covered services available at any

franchise across US

26



As CPO vehicle
benefits packages increase,

so does purchase interest

CPO

No Additional Packages

Likelihood to Purchase

(Lift)
v @
©

Concierge

All Packages

Concierge, Security
and Maintenance

* | I

i i
o B ot oo S 2 T
Security Maintenance

*l%

27



Afterword:
Questions for the Dealer and OEM
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Is your sales staff familiar with CPO?

How are you marketing and educating
consumers regarding CPO on your websites?

How is your dealership educating consumers
on CPO?

When you qualify a lead, are you identifying
couples and individuals who are prime
targets for affordability marketing

Are you tracking your CPO versus non CPO
inventory on ROl and turn?

Have you thought about offering a benefits
package to your customers to make CPO
even more attractive?

—— THE RIGHT INVENTORY

COX AUTOMOTIVEH | Research & Market Intelligence
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Key Questions for an OEM

Are you target marketing Millennials with
CPOs?

How does your CPO strategy differ from I
other OEMs?

How does your CPO website educate CPO
buyers?

MESSAGE & EDUCATE

Are you funding your dealers, per CPO sold, >
to support crafting a unique benefits
program?
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Thank You

George Augustaitis — George.Augustaitis@coxautoinc.com

Zohaib Rahim — Zohaib.Rahim@coxautoinc.com




