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Cox Automotive Leadership

John Kovac

Executive Vice President
& Chief Marketing Officer

Shirley Powell
Senior Vice President,
Communications & Industry Relations

Isabelle Helms
Vice President,
Research & Market Intelligence

Joe George
President,
Mobility Solutions

Jonathan Smoke
Chief Economist

Charlie Chesbrough
Senior Economist

Cox AUTOMOTIVE®

Michelle Krebs

Executive Analyst, Autotrader

Brad Korner
General Manager,

Cox Automotive Rates & Incentives

Jim Roche
Vice President, Xtime

Karl Brauer
Executive Publisher,

Autotrader & Kelley Blue Book

Brian Moody
Executive Editor, Autotrader

Mandy Savage
General Manager,
Manheim Detroit
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Schedule of Events

9:30 a.m.  Cox Automotive: Disruption
John Kovac

2018: A Year of Surprises
Charlie Chesbrough

Key Factors to Watch in 2019

Jonathan Smoke

Evolution of Mobility
Isabelle Helms

NAIAS 19

Karl Brauer and Brian Moody

Q&A

11:00 a.m. Formal Presentation Ends

11:30 a.m. Event Ends
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Disruption
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TRANSFORMING THE WAY THE WORLD
COX AUTOMOTIVE BUYS, SELLS. OWNS AND USES CARS
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Digital Wholesaling

| ACOx AUTOMOTIVE"
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& Geta Guaranteed First Bid*
=

A 8uaranteed minimum purchase price,
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Digital Retailing
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PARKING

CALIBRATION
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2018:
A Year of Surprises

Vehicle market finishes above 17.2 million,
up slightly from 2017

A great year, but more fleet, less retail suggests
market demand waning

Cox AUTOMOTIVE®



2018:
A Year of Surprises

winners

— Jeep, Land Rover, Ram, Subaru, Tesla

Thanks for Participating

— Chrysler, Fiat, Genesis, Jaguar

Cox AUTOMOTIVE®



2018:
A Year of Surprises

Fleet sales up over 8 percent
(morethan 200,000 units)in 2018

— Reverses a similar sized decline in fleet
that occurred in 2017

— Fleet share of market rises over 1 percent
to nearly 19 percent of all sales. GM, FCA,
Hyundai account for nearly 60 percent
of the increase

— Tax reform, stabilizing residuals
contributing to increased activity

Cox AUTOMOTIVE®



2018:
A Year of Surprises

Retail sales drop over 1 percentin 2018,
reflecting worsening buying conditions for
consumers. Retail share near 81 percent,
down slightly from 2017.

— Leasing Share of Retail: Activity remained
near 30 percent and the volume change
was flat

/

— Transaction Prices: Higher in 2018,
reflecting the lower car mix /

/A

— Incentives: Stable in 2018, rates
impacting both buyers and sellers

Cox AUTOMOTIVE®



Vehicle Shopper Perspective
Market Consideration Above 28,000,000

New Light Vehicle and MY0-4 Used Light Vehicle Demand Strong, Importance of Used Rising

COMBINED NEW AND USED MY0-4 VEHICLE MARKET “Gently” Used Share

39%

25,000,000 23,483,396

38%

20,000,000
37%

15,000,000
36%

10,000,000
35%
5,000,000 34%
0] 33%

AONRS 2014 2015 2016 2017 2018
m== New Vehicle Deliveries mmm Used MYO0-4 Registrations =e="Gently" Used Share

COX AUTOMOTIVE ™ Source: Cox Automotive analysis of BEA Vehicle Deliveries, IHS Registrations
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As 2018 Becomes 2019:

New and Used Buying Conditions Become Less Favorable

4

Labor Markets
Consumer Confidence

Product Choice

Cox AUTOMOTIVE"

Credit Availability
Gasoline Prices
Tax Reform Impact
Vehicle Prices

Inventories

Equity Markets
Monetary Policy
Fiscal Policy

Housing Market

22



Jonathan
Smoke

motive
Chief Economist, Cox Auto
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New Vehicle Sales Forecast for 2019

2019
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KEY FA_CTOR:
Slowing Economy

Cox AUTOMOTIVE®



Economic Momentum Turns

Real GDP growth will slow to 2.6% in 2019 while a risk of recession grows

US ECONOMIC GROWTHSINCE WORLD WARII

==0==Real GDP Growth (Annual)
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Tax Reform Boosted Disposable Personal Income

Lower tax rates effectively allowed average income gains to translate into equivalent gains in spending

PER CAPITA INCOME AND BUYING POWER

2017 =2018
+3.5%
$60,000
ss630 o0 +3.8%
$50,000
$44,488 $46,179

$40,000
$30,000
$20,000
$10,000

Unch +12%

$- e
e o0 siom
$(10,000) $(6,241) $(6,243)
Income Taxes Interest Payments Buying Power

Source: US Bureau of Economic Analysis Personal Income and Consumption



KEY FACTOR:
Trouble with

Tax Refunds

Cox AUTOMOTIVE®



Withholdings are Down in Total and Per Employee

Average withholdings per employee are down 4% YTD, yet average tax rate change was 1%

and wages are higher

TRILLIONS

$7.000

$6.000

$5.000

$4.000

$3.000

$2.000

$1.000

HOURLY WAGES VS. WITHHOLDINGS, 2017-2018

Estimated Hourly Wages

Withholdings

m2017 =2018

Source: Cox Automotive estimates based on US Treasury Monthly Statements and BLS Total Nonfarm Employment
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Implications of Underwithholding

MORE THAN 102 MILLION FILERS RECEIVED A
REFUND IN 2018 FOR 2017 TAXES

Millions of households likely to be in a different position relative to tax refunds than they are accustomed

HE AVERAGE REFUND LAST YEAR
WAS ALMOST $2,800

The average refund is likely to be smaller

Consumer spending likely to be negatively impacted
Consumer credit conditions likely to deteriorate
Updated W4 will lead to higher withholdings and lower disposable income

30



KEY FACTOR:
Changing New
Vehicle Market

Cox AUTOMOTIVE® /



Share of New Vehicle Sales Under $30,000 MSRP Declining

50%

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

%

< $20,000

47%

m2012 m2013 ®m2014 =2015 =2016 = 2017 =2018

$20,000-29,999

24%

$30,000-39,999

$40,000-49,999

23%

$50,000+

Source: Kelley Blue Book, December 2018
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Share of New Vehicle Monthly Payments Over $600 Increasing

The average payment on a new vehicle reached $533 in 2018 or 10.2% of median householdincome

m$100-199 = $200-299 = $300-399  $400-499 = $500-599 = $600+

100.0%
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40.0%
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20.0%

10.0%

0.0%
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Decline of Cars Not Reflected in Wholesale Market Volumes

The SUV reigns supreme in new vehicle sales while cars still dominated the used car market

NEW VEHICLE SALES BY CATEGORY MANHEIM SALES BY CATEGORY
== CAR PICKUP suv VAN e CAR PICKUP suv VAN
60% 60%
-
50% 49% 50% A
40% 40%
33%
30% 30%
0
20% 20%
16%
0
10% 10% 1%
5% 6%
0% 0%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Autodata, Manheim 34



Affordable Cars Outperforming other Segments

Percent change in Manheim Used Vehicle Value Index year-over-year December 2018

e 6.6%
6.2%

6%

5%

4% -

3% -

2% -

1% -

0% -

Industry Compact cars Midsize cars Luxury cars Pickups SUV/CUV Vans

Source: Manheim



KEY FACTOR: ,
Interest Rate Direction
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“Best Available” Auto Rates at Seven-year High

The discount rate ended 2018 up 1% while best available auto rates were up more
and up 2.4% from absolute low

INTEREST RATES

e==sNew Auto 60 Mo New Auto 48 Mo Used Auto 36 Mo US 10 Year Treasury  essw[Fed Discount Rate

Source: Bankrate.com, US Federal Reserve, Bloomberg
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Payment Inflation Impacted Consumers

$600

$550

$500

$450

$400

$350

MONTHLY PAYMENT

/

/

2014

2015

= | ease

2016

Loan

2017

Used

2018

$160

$140

$120

$100

$80

$60

$40

$20

PAYMENT DIFFERENCES

2014 2015 2016 2017 2018

Lease vs Used ====New Loan vs Lease New Loan vs Used

Source: Cox Automotive / Dealertrack
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KEY FACTOR:
Credit Tightens

Cox AUTOMOTIVE"



Easier Lending Supported Peak Auto Sales

(LENDING EXPANDED IN Q3)

Lending grew by 4.6% Y/Y in Q3 by 10% gains in subprime and 8% gains in 760+ $ volumes

$180.0

$160.0

$140.0

$120.0

$100.0

$80.0

$60.0

$40.0

$20.0

$0.0

AUTO LOAN ORIGINATION $ BY CREDIT SCORE

<620

620-659

660-719

720-759

760+

<620%

Source: New York Federal Reserve Consumer Credit Panel/Equifax

35.0%

30.0%

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%
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Average Interest Rate vs Fed Funds Rate: Spread (Points)

18.00

16.00

14.00

12.00

10.00

8.00

6.00

4.00

2.00

0.00

>=760

759-720

m 2015 m2016 = 2017 = 2018

719-660

659-620

<620

Source: Dealertrack/Cox Automotive
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Subprime Penetration Varies by Brand

MITSUBISHI
KIA

DODGE
INISISTAWN
FIAT
HYUNDAI
CHEVROLET
JEEP

BUICK
VOLKSWAGEN
TOYOTA
FORD
CHRYSLER
MAZDA
HONDA

MINI

RAM

LEXUS

BMW
LINCOLN
ACURA
CADILLAC
GENESIS
GMC
INFINITI
JAGUAR
AUDI
MERCEDES-BENZ
LAND ROVER
VOLVO
PORSCHE

Source: Dealertrack/Cox Automotive
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KEY FACTOR:
Trade & Tariffs
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Negative Impact of Import Tariffs

Q4 2018 Q32018
Higher prices on all used vehicles as market adjusts 61% 60%
Higher prices on imported vehicles 57% 55%

Higher prices on all new vehicles as market adjusts 40% 48%

Lower (or delayed) used vehicle sales 28% 23%
Lower (or delayed) new vehicle sales 26% 27%
Higher prices on domestic vehicles 25% 25%

Other 5% 3%

No Concerns 2% 4%

Q: What, if any, positive impacts would imposing tariffs on imported vehicles -
and parts have on your business? Please select all that apply. -

COX AUTOMOT'VE " Dealer Sentiment Index Q4 2018



The US Market is Heavily Dependent
on a Complex Global Supply Chain

COMPOSITION OF NEW VEHICLES SOLD IN THE US BY MAJOR SEGMENTS AND MAJOR REGIONS OF ORIGIN
35 0% USA MEXICO+CANADA = JAPAN SOUTH KOREA EUROPE
0%
30.0%
25.0%
20.0% -
15.0%

10.0% ]

5.0%

0.0%
COMPACT CAR LUXURY Cuv VAN PICKUP MIDSIZE CAR SuUvV

Source: Cox Automotive estimates based on IHS Markit Registrations



Vehicle Prices Already Impacted by Tariffs

11 weeks of appreciation in the summer brought prices to a new equilibrium
reflecting an average 2% increase in value

110.0%

105.0%

100.0%

95.0%

90.0%

85.0%

80.0%

3-YEAR-OLD MODEL MANHEIM MARKET REPORT INDEXBY WEEK

2014 2015 2016 2017 e=—2018

1 2 3 45 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52

Source: Manheim
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OPEN QUESTIONS
Regarding Auto A
Trade & Tariffs /

Ratification of USMCA *

Section 232 tariff on
Imported autos and parts

China trade deal

EU trade deal

Japan trade deal

Cox AUTOMOTIVE"
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EVOLUTION
OF MOBILITY:

FOUR PREDICTIONS
FOR THE FUTURE

)W/ Cox Automonive: Y,



The Evolution of Mobility

_ Perceptions and perceived need for traditional
Consumer attitudes vehicle ownership model are changing
about the changing

mobility landscape

_ Dealers recognize that change is coming but don't
Dealer attitudes about feel equipped to offer consumers the alternatives
the changing mobility they seek.

landscape

What factors impact consumers’ transportation decisions?

A Look Into the Future

How is share of miles traveled impacted by ownership alternatives?

Which consumers are likely to embrace alternatives first?

I/l Coxauvromvonve: /A SR



Choice Exercise

Imagine that the three transportation options below were all available to you and you could use any of them, for any
occasion. Which of these options would you most prefer, generally speaking, to get around?

Car Subscriptiol
e.q. Clutch Flexdr Owned or Leased Vehicle

Driver

Duration of Commitment
Can Accommodate

Special
Needs/Equipment

Vehicle Type

Ride Availability

Cost Per Month $ 975.00 $ 600.00 $ 375.00

_//4




PREDICTION #1: = —=

CONSUMERS WILL _ - _
RELY SIGNIFICANTLY PO \
LESS ON PERSONALLY- 9

OWNED VEHICLES

)W/ Cox Autovonive: Jf;



Consumer Attitudes About
Vehicle Ownership Are Changing : N

“Having Transportation is
Necessary, but Owning a

Vehicle is Not”
% Agree

'II COX /A\UTC)[\/\()-H\/ETM II_ / Source: 2018 Cox Automotive Evolution of Mobility Study /



T

1/3 of Consumers Are Open
to New Mobility Options .

A/

“'m open to exploring new

transportation methods” e
(vs. 67% I like to own) S

- 'Source: 2018 Cox Automotivé Evolutiel ofMobility Study- -
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Assuming All Transportation Alternatives Were 100% Accessible,
Share of Miles Driven by Personal Vehicles Would Drop Significantly

Share of Miles Traveled by

-23%
93%
12%
Today: Future Scenario:
Limited Accessibility Wide Accessibility
“ I vehicl hip ($0.50/mil 2 3
*Et?erl?wzgir\t/;icl)(r:w Zlggnnaetir\?else E)ublic t?e]:negportation ($0.25/mile), Of A l tern at|VeS** Of A l tern atlveS**
ride-hailing ($1.30/mile), car-sharing ($1.50/mile), (C urrent p r | C | ng) (C urrent p r | c | ng)

car subscription ($0.80/mile)

W/ CoxAuvrovonve /A ey Ay A



Increased Accessibility of Alternatives
Impacts New Vehicle Retall Sales

...New Vehicle Retail
Units Sold Are Expected to
Drop by 6%

I/l Coxavrovonve /AN




PREDICTION #2:
AFFORDABILITY
INCREASES
CONSIDERATION OF
MOBILITY ALTERNATIVES

W// CoxAutomorve f/M



The Cost Benefit of Ownership is Eroding

“Owning/Leasing a
Vehicle is Becoming

Too Expensive”
% Agree

*.///

W/ CoxAuvrovonve: //AEEEEEEEEEEN

otive Evolution

/ A" *\1{’5
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Price is the Biggest Influencer Affecting Consumers’ Preferred
Transportation Mode

Factors Impacting Transportation Choice

Cost _ et
Ownership Model - 25%
Driver - 11%

Ride Availability . %
Duration of Commitment I A

Special Needs/Equipment I 3%

Vehicle Type | 1%

W/ CoxAuvrovonve /A ey Ay A



Share of Miles Traveled by Personal Vehicle Decline as Average Price
of Alternative Ownership Models Drop

Lossin
share starts
to accelerate

$0.60

Share of Miles Traveled by
Personally-Owned Vehicle*

HIGH Cost Per Mile of Alternative Ownership** LOW

*Personal Vehicle Ownership cost held constant at current cost ($0.50)
**Alternative Ownership includes Car Sub scription, Car-sharing, and Ride-hailing. The Alternative Ownership (Net) is comprised oftheir optimal solutions, with Autonomous driver used for Ride-hailing

W/ CoxAuvrovonve /A ey Ay A



Assuming 100% Accessibility and $.60 cost-per-mile of Alternatives,
Share of Miles Driven by Personal Vehicles Would Drop to 61%

Share of Miles Traveled by

-34%
93%
61%
Today: Future Scenario:

Limited Accessibility Wide Accessibility
4 I vehicl hip ($0.50/mil 3 :
*Et?erl?wzgir\t/;icl)(r:w Zlggnnaetir\?else éu%i:otgnegportation ($0.25/mile), Of Alter n at|VeS** Of AI tern atlveS** AN D $6O
ride-hailing ($1.30/mile), car-sharing ($1.50/mile), (CU rrent pricing) CPM for Altel‘n ativeS

car subscription ($0.80/mile)

W/ CoxAuvrovonve /A ey Ay A



Retall Sales Are Further Suppressed When
Alternative Ownership Costs Drop

‘,

...New Vehicle Retail
Units Sold Are Expected to
Drop by 29%

'II COX /A\UTC)[\,/\()-H\/ETM II_ / Source:Co‘xAthmotive_Analysis / 62



PREDICTION #3:
GEN Z & MILLENNIALS
WILL BE THE FIRST TO
ADOPT ALTERNATIVE
OWNERSHIP MODELS

)W/ Cox Automonve:



Gen Z & Millennials are Most Likely to Say Ownership is Becoming
Too Expensive

“Owning/Leasing a Vehicleis
Becoming Too Expensive”

% Agree
+9
! +101
55%
: 52% +3 +2
46%
I I I 42%
Gen Z Millennials Gen X Baby Boomers
= 2015 2018

W/ CoxAuvrovonve /A ey A A



Gen Z and Millennials Are Also Less
Reliant On Their Vehicle

Share of Miles Traveled by

Personally-Owned Vehicle*
(if Alternatives** Are Widely Accessible at Current Pricing)

64% 635%

Gen Z Millennials

82%

*personal vehicle ownership ($0.50/mile)
** transportation alternatives: public transportation ($0.25/mile), ride-hailing ($1.30/mile),
car-sharing ($1.50/mile), car subscription ($0.80/mile)

'II COxX AUTOMOTIVE" II_ /Wotive Evolution of Mobility Study[‘

e
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PREDICTION #4:
CAR SUBSCRIPTION
WILL BE THE GATEWAY
TO ALTERNATIVE
OWNERSHIP MODELS

)W/ Cox Automonve:



Accessibility is the Biggest Barrier
to Subscription Services Adoption

Top Barriers For Car Subscription Adoption

o “Not Available
o in My Area”

2 7 % “It’s Too Expensive”

'II COX AUTOMOTlVEM II_ / Source: 2018 Cox Automotive Evolut/i'o'n'of M*Ilty Study /




When All Alternative Ownership Models Are Fully Accessible,
Car Subscription Claims the Greatest Share of Miles Traveled

Share of Miles Traveled by

TOday: Future Scenario: Future Scenario:
Limited Accessibility Wide Accessibility Wide Accessibility
of Alternatives of Alternatives of Alternatives With Multiple
(currentpricing) (currentpricing) Subscription Offerings
Car subscription: Car subscription: Car subscription:
0.2% 9.5% 23.9%
Ride-hailing: Ride-hailing: Ride-hailing:
2 1% 1.3% 1.0%
Car sharing: Car sharing: Car sharing:
0.5% 1.1% 0.8%

W/ CoxAuvrovonve /A ey Ay A



RECAP:

FOUR PREDICTIONS
& HOW TO STAY
AHEAD OF THE CURVE %

W/ Cox Automonve: fU



Four Predictions & How to Stay Ahead of the Curve

1 2V3 4

CONSUMERS WILL
RELY SIGNIFICANTLY
LESS ON PERSONALLY-
OWNED VEHICLES

Explore additional revenue
streams outside of retail
vehicle sales

W// Cox Automornive: ff

AFFORDABILITY
INCREASES
CONSIDERATION
OF MOBILITY
ALTERNATIVES

Educate consumers on the total
costof ownership so they can
make informed decisions on the
transportation mode that will
best meet their financial needs

GEN Z & MILLENNIALS
WILL BE THE FIRST TO
ADOPT ALTERNATIVE
OWNERSHIP MODELS

Target consumers mostlikely to
be the early adopters of
alternative ownership models

CAR SUBSCRIPTION
WILL BE THE
GATEWAY TO
ALTERNATIVE
OWNERSHIP MODELS

Considera car subscription
platform as a first step into the
alternative ownership space
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NAIAS 19

Cadillac XT6
Lincoln Continental Coach Door Edition
Ford Explorer

Ford Mustang GT500

Kia Telluride

Lexus LC Convertible Concept
Ram Heavy Duty

Subaru WRX STI

Toyota Supra

Volkswagen 2020 Passat
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Cox Automotive Newsroom
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UPDATE

Roller-Coaster Year for Used-Vehicle Values

Fleet sales drive strength in the new vehicle market for 2018

MANHEIM USED VEHICLE
? VALUE INDEX

Cox Automotive Forecast: December U.S. Auto Sales to Finish Strong
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QUIZ:
Total New Vehicle Sales in CY2018,
according to Kelley Blue Book?

Answer Range: 16,404,6/0to 17,488,000

Actual KBB Number: 17,320,981

Winner: 17,276,503
David Muller
Automotive News
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