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Rising MSRPs Not Translating into Higher Retention for 1- to 3-Year-Old Vehicles
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..THE MARKET IS NOT WILLING TO PAY A
PREMIUM FOR THESE VERICLES, DESPITE
THEIR HIGHER INITIAL COSTS AND POTENTIALLY
BETTER-QUALITY FEATURES...

* Despite the average cost of a 1- to 3-year-old vehicle at auction remaining relatively unchanged over the past few years, retained value
for 1- to 3-year-old vehicles continues to trend lower.

e The average retention (Auction Value/MSRP) of a 1- to 3-year-old vehicle fell to 56 percent at the end of the third quarter of 2016
compared to 59 percent at the same time last year, roughly a 4 percent decrease year-over-year.
e Average Retained Value (2014): 59.4 percent
e Average Retained Value (2015): 58.8 percent
o Average Retained Value (2016): 56.4 percent

¢ Rising MSRPs are not converting into higher retention for 1- to 3-year-old vehicles when they return to the market. In fact, values for
vehicles have changed very little year-over-year from a dollar perspective. This tells us that the market is not willing to pay a premium
for these vehicles despite their higher initial costs and potentially better-quality features, such as added packages and technology
upgrades, given the surplus of vehicles available in the market.



Compact and Mid-Size Cars Take a Hit at Auction on Competition from Compact Utility Segment

Mid-Size Car Segment Auction Values, 2016 YTD

$15,000

e==CY 2014

$13,000 \/

$12,500

$12,000 \\—-—/

$11,500

$14,500
CY 2015
$14,000
(Y 2016
$13,500 __/

Auction Value

$11,000

$10,500

$10,000

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Source: Kelley Blue Book Automotive Insights, 1- to 3-year-old vehicles

Mid-Size Car Segment Auction Values, 2016 YTD
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e  The compact car and mid-size car segments have both underperformed the overall market from a year-to-date perspective, declining 9.7
percent and 10.8 percent respectively.

e Attheend of the third quarter of 2016, the average auction value for a 1- to 3-year-old compact and mid-size vehicle was $9,931 and
$11,645 respectively.

e One- to three-year-old compact and mid-size cars are performing at their lowest levels than in previous years. Increased lease return
volume and additional competition from compact SUV/crossover segments has been putting downward pressure on both of these
segments.

E BLUE BOOK \VARKET REPORT THIRD QUARTER 2016



Mid-Size Pickup Trucks Continue to Lead the 2015 Model-Year Vehicle Retention by Segment

Retained Value, MY 2015 Y-o-Y Point Change, Retained Value
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e When comparing 2015 model-year vehicles at the segment level, mid-size pickup trucks remain strongest with an average value
retention rate of 87 percent, 10 percent higher than the next best segment - high performance cars. The 2015 model-year saw all-new

models for both the Chevrolet Colorado and the GMC Canyon which contributed to the high average value retention rate.

e The 2015 mid-size pickup truck segment is led by the Chevrolet Colorado (85 percent retention), GMC Canyon (80 percent retention),
Nissan Frontier (69 percent retention) and the Toyota Tacoma (96 percent retention).

Top 10 2015 Model-Year Vehicles by Value Retention:

VEHICLE SEGMENT MANUFACTURER MODEL RETE(";.)HON
0

Luxury High Performance Car Mercedes-Benz SLS-Class 105%
Mid-Size Pickup Truck Toyota Tacoma Double Cab 96%
Compact SUV/Crossover Jeep Wrangler 93%
Luxury Compact SUV/Crossover Porsche Macan 92%
Luxury Sports Car Alfa Romeo 4c 90%
Luxury Mid-size SUV/Crossover Land Rover Range Rover Sport 87%
Luxury Sports Car Porsche Cayman 86%
Compact SUV/Crossover Nissan Xterra 86%
Mid-size Pickup Truck Chevrolet Colorado Crew Cab 85%
Luxury Full-size SUV/Crossover Land Rover Range Rover 84%
Kelley Blue Book Automotive Insights

Bottom 10 2015 Model-Year Vehicles by Value Retention:

Compact Car Mitsubishi Lancer 47%
Electric Vehicle Chevrolet Volt 46%
Mid-Size Car Chrysler 200 46%
Electric Vehicle Mercedes-Benz B-Class 46%
Entry-Level Luxury Car Volvo S60 45%
Subcompact Car Mitsubishi Mirage 45%
Subcompact Car FIAT 500 44%
Hybrid/Alternative Energy Car Ford C-MAX Hybrid 44%
Subcompact Car smart fortwo 41%
Electric Vehicle Nissan LEAF 29%

Kelley Blue Book Automotive Insights
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Auction Values Down 9.2 Percent Year-To-Date, Back In-Line with Previous Years

Auction Values, 2016 YTD
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..VALUES IN THE THIRD QUARTER CAUGHT BACK

UP WITH HISTORICAL AVERAGES FINISHING JUST

0.1 PERCENT HIGHER THAN IN 2014 AND A MERE
1.6 PERCENT LOWER THAN IN 2015.

SEAN FOYIL, KELLEY BLUE BOOK ANALYST

e Auction values for 1- to 3-year-old vehicles fell 4.6 percent, or $807, in the third quarter of 2016.

e  Year-to-date, average auction values are down 9.2 percent, or roughly $1,700 per unit, compared to the third quarter of last year when
average auction values dropped only 6.2 percent, or roughly $1,100.

e Average auction volume continues to maintain at higher levels than in previous years with volume in the third quarter of 2016
averaging roughly 11 percent higher than in the third quarter of 2015, due to a continued high level of lease returns.

«  While 1- to 3-year-old vehicles may be better-equipped than in previous years, the large influx of off-lease vehicles available in the
market has caused features that may typically command a premium, to lower auction values.

o Despite the disparity in average auction values seen in the second quarter, values in the third quarter caught back up with historical
averages finishing just 0.1 percent higher than in 2014 and a mere 1.6 percent lower than in 2015.
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Fuel Prices Remain Flat Through Third Quarter of 2016

Fuel Prices
Regular All Formulations Retail Gasoline
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Average Fuel Prices By Month ($)
Year Chart (Hi/Lo) Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2016 $1.98 $1.76 $1.93 $2.11 $2.25 $2.36 $2.21 $2.18 $2.22
2015 /‘/\ $2.14 $2.22 $2.46 $2.47 $2.72 $2.80 $2.79 $2.67 $2.41 $2.29 $2.18 $2.04

2014 = N [$3.32 $3.36 $3.53 $3.66 $3.67 $3.69 $3.61 $349 $3.42 $3.17 $2.91 $2.54

e  Fuel prices ended the third quarter relatively flat with an overall change of a 1 cent increase for the national average from July through

September 2016.
e Year-to-date, the average price per gallon of fuel is up 11 percent, or $0.22.

e Year-over-year, the average price per gallon of fuel is down 3 percent, or only $0.08, compared to a difference of 17 percent, or $0.47

cents lower, at the end of the second quarter.

e Historically, fuel prices begin to trend downward in the third quarter and throughout the remainder of the year; however, that trend has
not been evident thus far and stagnation of fuel prices has brought the cost of fuel within 3 percent of where it was this time last year.

e Thisis due to the continued low price of fuel is being driven by sustained high output of global crude oil as well as an increase of

domestic, U.S-based oil production. Both increased production at the global and domestic level are helping to create downward pricing

pressure.
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Appendix

Top 5 Performing Segments:

Third Quarter 2016
SEGMENT

Full-Size Pickup Truck -0.6%
Mid-Size Pickup Truck -0.9%
Van -1.2%
Minivan -3.4%
Subcompact Car -3.5%

MY 2013-2015, Kelley Blue Book® Auction Value

Bottom 5 Performing Segments:

Third Quarter 2016
SEGMENT

Electric Vehicle -9.1%
Sports Car -8.9%
High-End Luxury Car -7.8%
Luxury Car -7.7%
Hybrid/Alternative Energy Car -7.1%

MY 2013-2015, Kelley Blue Book® Auction Value

Top 5 Performing Brands

Third Quarter

SEGMENT 2016 Change
(%)

Ram 3.1%

FIAT -1.8%

smart -3.0%

Ford -3.1%

Land Rover -3.3%

MY 2013-2015, Kelley Blue Book® Auction Value

Bottom 5 Performing Segments:

Third Quarter 2016
SEGMENT

Electric Vehicle -9.1%
Sports Car -8.9%
High-End Luxury Car -7.8%
Luxury Car -7.7%
Hybrid/Alternative Energy Car -7.1%

MY 2013-2015, Kelley Blue Book® Auction Value
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Appendix, Continued

Top 10 Performing Models:

Third Quarter

MODEL 2016 Change
(%)
GMC Canyon Crew Cak 3.2%
GMC Sierra 1500 Exter 2.8%
Chevrolet Silverado 1500 E» 2.8%
Nissan Xterra 2.5%
Mazda MAZDA2 2.3%
Suzuki Equator Crew Cal 1.8%
Cadillac ELR 1.7%
Nissan Titan Crew Cab  1.4%
Ram 1500 Quad Cab 1.4%
Infiniti Qx50 1.0%

MY 2013-2015, Kelley Blue Book® Auction Value

Bottom 10 Performing Models:

Third Quarter

2016 Change
(%)
Mitsubishi Galant -17.8%
Infiniti Q60 -14.7%
Ford C-MAX Hybrid  -14.7%
Lexus HS -14.6%
Acura RDX -14.3%
Honda Insight -13.9%
Nissan LEAF -13.9%
Scion xD -13.7%
BMW Z4 -13.3%
Acura RLX -13.1%

MY 2013-2015, Kelley Blue Book® Auction Value

These statements set forth in this publication are the opinions of the authors and are subject to change without notice. This publication has been prepared for
informational purposes only. Kelley Blue Book assumes no responsibility for errors or omissions.

About Kelley Blue Book (www.kbb.com)

Founded in 1926, Kelley Blue Book, The Trusted Resource®, is the vehicle valuation and information source trusted and relied upon by both
consumers and the automotive industry. Each week the company provides the most market-reflective values in the industry on its top-rated website
KBB.com, including its famous Blue Book® Trade-In Values and Fair Purchase Price, which reports what others are paying for new and used cars
this week. The company also provides vehicle pricing and values through various products and services available to car dealers, auto manufacturers,
finance and insurance companies, and governmental agencies. Kelley Blue Book’s KBB.com ranked highest in its category for brand equity by the
2016 Harris Poll EquiTrend® study and has been named Online Auto Shopping Brand of the Year for five consecutive years. Kelley Blue Book Co.,
Inc. is a Cox Automotive ™ company.

About Cox Automotive

Cox Automotive Inc. is transforming the way the world buys, sells and owns cars with industry-leading digital marketing, software, financial,
wholesale and e-commerce solutions for consumers, dealers, manufacturers and the overall automotive ecosystem worldwide. Committed to open
choice and dedicated to strong partnerships, the Cox Automotive family includes Autotrader®, Dealer.com®, Dealertrack®, Kelley Blue Book®,
Manheim®, NextGear Capital®, vAuto®, Xtime® and a host of other brands. The global company has nearly 33,000 team members in more than
200 locations and is partner to more than 40,000 auto dealers, as well as most major automobile manufacturers, while engaging U.S. consumer car
buyers with the most recognized media brands in the industry. Cox Automotive is a subsidiary of Cox Enterprises Inc., an Atlanta-based company
with revenues of $18 billion and approximately 60,000 employees. Cox Enterprises’ other major operating subsidiaries include Cox Communications

and Cox Media Group. For more information about Cox Automotive, visit www.coxautoinc.com.
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