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Squeezed Inventories Raised Used Car Values & . suesoo

Inventories Will Eventually Return to Normal But the Timing is Undetermined

New Days Supply Trend
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Production “Hole” is Going to Ripple Through the
Used Vehicle Industry for Years to Come...

&) Kelley Blue Book

Lost N.A. Light Vehicle Production vs. 2019 BaCS)eE(;\IA on
200.0 comments,
- we don't
0.0 T T T T T - T — I eXpeCt NeW
Supplies to
(200.0) l I I I I improvzl
measurably
Sedi ! (253:4) until mid-to-
(600.0) E late 2022...
: maybe
(800.0) ' B longer
i 5.2M Total Lost N.A. Production
(1, ' And couniting...
(1,200.0) '
(1,400.0)
(1,600.0)
O A O O D D D DDA DDA DA D D : i
A A VA VA A VA A A A VA VA A A v N Source: Manheim
ORI I I O R @"’* SN Consulting

W// CoxAurovonve ff Confidential [ [



Thank You!

& Kelley Blue Book

Eric Ibara

Director Residual Values & Cost to Own
Kelley Blue Book — Cox Automotive
(209) 209-8258
Eric.lbara@CoxAutolnc.com
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Incentive Spend Resets to Lower Norm J.D. POWER

Historical Incentive Spend and Outlook

* (]
11.6% % L]
11.5% ® 113% °®
* Spend forecast to remain below 10.9%
7% through 2022 10.0% P

«  The ALG Natural Demand 9.9%

forecast indicates incentives can 8.3,
stay below ~9% of MSRP long ' o‘/\/
term

Historical Q4 Spend: 11%.

7.5%
e 2021 is a perfect storm for low

incentive spend and levels will
increase with inventory

* Recent low inventory and spend
are proving long term profit 5.0%
potential

e Longer term outlooks are down .
~30% from the highs observed at 2015 2018 2021 2024
the end of the 2010s

Natural Demand Imbalance
COVID Slows Spending
Inventory Recovered

New Normal Reset ®
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Drop in New Sales (Retail and Fleet) in 2020-2022 Will \BBL A gKK\
Have a Lasting Effect on Available Used Vehicles Supply

BLACK
New Sales

In 2020 and 2021 we lost
about 1.5 mm leased vehicles
About 2.0 mm daily rental sales
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There are more potential sales losses in 2022

Personal m Lease = Rental Fleet Fleet (Other)

Note that the distribution of these loses is not

Used Vehicles Supply (up to 8-year-old vehicles) uninform'

Strong 2020 Q1 , 2020 Q4, 2021 Q1-2 but
Weak 2020Q2-3, 2021 Q3-4
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