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NADA Used Car Guide Industry Update

INTHISs Issue:  NADA Guidebook Update i NADA Official Used Car Guide®

Auction prices through May experienced minor declines relative to April, with several key segments continuing to
experience subtle appreciatiorOverall prices for-t0-5 year old vehicles declined ~.5%, which is less than the ex-

Car Guide Update pected seasonal drop for the industry. NADA predicted this trend and incorporated mild value depreciation for a
large number of vehicles in the May and June editions of the Used Car Guide. The table shows the relatively stable
environment expected from one month to the next, with most changes being around .5% from ddkgatition.
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early 2010.Luxury segment auction Premium Luxury Large SUV = -0.4% < -0.7% > -0.2% > -0.2% %9 -0.9%
prices continued to experience deprecaPremium Luxury Mid-Size = -0.2% »-0.2% -0.2% 1-0.9% < -0.5%
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segments in terms of performance overUpper Large T 08% b 02% 21 11% 2106% o 0.0%
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*Value movement can be influenced by newly valued vehicles. See the last page of "Guidelines" for data ke!

course of stability and reflect a strong

market for used vehiclesJune prices are expected to follow suit with no major price fluctuations foreseen at this

time.
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is an increase of 40 models relative to the number of valuations for the 2009MY through June of last year. One of the
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allowing more vehicles to be valued than would be possible using wholesale data only.
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NADA Guidebook Update i ATD/NADA Official Commercial Truck Guide ®

As is evident in the chart, most vehicles in the Commercial Truck Guide either stayed flat or appreciated for the Jun8adiidata
suggest that selling prices for most segments of the Class 8 highway market have been increasing since January, witintst énén
dent in the March time period. Daycabs and lavileage sleeper tractors continue to lead the market, but the sector exhibitiadig-

gest improvement is aerodynamic sleeper trucks with average mileage.

The implications of this phenome- 1ty Change in Average CTG Value:  NADA Segment

non are extremely positive. From
a demand perspective, we can May 2010 v. June 2010

infer that basic economic funda-

_ NADA Segment 2005MY 2006MY 2007MY 2008MY*
mentals are creating a need for
additional freight capacity. From Commercial Van o 0.0% = 0.0% cr 0.0% > 0.0%
a supply perspective, buyers are gytended Hood 4 9.2% 4 10.5% 4 10.6% > 0.0%
removing trucks from the seg- - - o . . 0
ment of the market with the high.nghwayAerodynamlc 0> 0.3% 4r 5.7% 4r 6.7% > 0.1%
est number of available trucks. Highway Traditional 4 9.5% 4r14.7% 4r12.2% > 0.0%

The impact of this market shift oy cq)/Delivery Daycab 4 3.2% 4@ 7.9% 4 5.7% = 0.1%
our values is evident in the mont -

-overmonth increase in values  Medium Duty Cabover = 0.0% > 0.0% c» 0.0% > 0.0%
noted in the chart. Medium Duty Conventional =» 0.0% => 0.0% =» 0.0% > 0.0%

We have also noted a major in- Vocational/Construction = 0.0% > 0.0% > 0.0% > 0.0%
crease in the number of used  «/ajue movement can be influenced by newly valued vehicles. See the last page of "Guidelines” for
trucks reported sold by our par-

ticipating dealerships. The total number of trucks reported sold in March increased by more than 20% over Februaryomthdditim-
ber of trucks sold per dealership increased over 40% in that time period. Preliminary data points to April sales béyngigitighthan
March.

The two factors likely at work here are a need for reasonahlyed replacement equipment and a lack of available new trudies fifst
FIrOG2NI A& LINRPOLFOf & RNAODSKYSeE o X s ds &l akimiBiddial Buiies thinlng thekids righto o I £ €
upgrade older equipment. The second factor is simply the aftermath of thédye namely, most of the new trucks built in thpast few
months are spoken for.

The other encouraging piece of the puzzle is that the industry backlog (truck orders vs. build rate) is essentiallycharaliegtées the
AYRdAzAGNE KF& OGN} yaAGA2y SR Ayid2 | ay2N¥IFf £ &adzZJLX &k RSiytdéRandde Of S o
rather than the prebuy. And new truck sales have increased each month this year.

Class 8 market strength appears to be limited to the highway market for now. Higher selling prices were not yet evidestrémtion
trucks in the early part of the year. Commercial and infrastructure projects have simply not improved enough to warraatiaoyease
in demand for these vehicles. At the same time, there was no evidence of notable decreases in that segment. As suclefivedhaes
mostly untouched.

The medium duty market is finally showing some initial signs of improvement. Auction prices trended slightly upwardigiatethe
weight classes of conventionals in the first quarter. It is possible that buyers have simply waited long enough to miaceks, and
have regained enough confidence in the economy to take advantage of incentives and make a purchase.

On the other hand, heavier GVW classes are still at the mercy of the weak residential construction market. We do notuskpewimge
in this market overall until construction activity improves.

To conclude, March appeared to mark a clear turnaround point in the Class 8 highway used truck market. Customers boagffalubst

Y2NBE dzASR GNHzO1&a GKIFy +Fd Fye LRAyG tFad &SI N chighwal desodamioNA OSa ¥+
trucks with average mileageare firming up. Economic factors tied to the new and used Class 8 market are either up ordlaevAn

truck sales have been up since the beginning of the year despite the esingthe pred dz8 £ ¢ KA OK LJ2 A yéi 4R iRl KR E K ¢
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Rental Fleet Penetration

While much has been made of the steady increases in new sales volume overall, very little has been said about the migaigfothat
have actually been retailed versus those that are sold into daily rental fleets.

New vehicle sales to daily rental firms offer clear benefits when volume, build, and remarketing are handled in a responsijple

A Rental firms must incorporate new vehicles on a regular basis to keep fleets fresh and remain competitive by creatiegtconsist
demand.

A Manufacturers have another channel with which to record a new vehicle sale. Prices and volumes are negotiated befare the sal
thereby enabling planned production and accurate sales forecasting.

A CtSSi @GSKAOtSa LINPGARS | 0OdzadG2YSNRa FANBRG LRAyG 2F O2yidl Od
cost to the consumer. Because of this, manufacturers should ensure that rental vehicle content mirrors retail demanceto ensu
a positive consumer experience as well as helping with remarketing.

A Strategic volume planning and remarketing preserves used vehicle value retention, which is a positive for all patiesutedf
properly fleet sales do not erode brand value, and rental firrmsa risk arrangement realize a greater return on investment at
time of dispossession.

There is a corrosive impact however when volume sold to rental firms becomes unbalanced relative to consumer demandehislesed
prices on 1, 2, and evenygar old units bow to the pressure placed upon them by large supplies-oértéil units. Thékental Penetration
Rate v. AuctionNet Data
chart is a graphical represet Rental Penetration Rate v. AuctionNet Data: Chrysler 300*
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526,000 3000

between a high rental pene-
tration rate and used whole- 524,000
sale price for the Chrysler

300. While other variables $22,000 \/\ 7\ A /\
are affecting the change in \ /\/ \ / _/ V 2000
/\/

ANET Price

Rental Pen ANET Volume

r 2500

price seen in the graphic 520,000
(seasonality can clearly be

recognized), the negative | £ 0| memasennaieoios [N TN "H\/
correlation between high $16.000 \

fleet penetration rates and \ /\/ \ / vﬂ [ 1ooe
used wholesale price is clee $14,000

especially when rates excee W \\j \ - sao

30% o . | x

awnjop

Average Price

It should be noted that a $10820 e e 0
. A o A 5 A ~ A ~
supply and demand imbal- & & & 8 F O Q'\G’ & W & @53"’ S F @SS S
AT AT AT AT AT A A AT DT AT A AT AT AT A AT AT A AT A AT AT A
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Consistently high rental flee
penetration rates can create “Rentalregistration data has been lagged to coincide with returning used supply.

a negative perception for a
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For some time now, manufacturers have recognized the risks posed by rental fleetxgasure and have made concerted effortsitel-
ligently manage the volume of vehicles placed into rental fleet. This has become somewhat easier for Domestic OEMstin the p
bankruptcy era as production capacity is better aligned with overall demand.

.|
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Rental Fleet Penetration ( cont i nuedé)

As seen in thélew Rental Fleet Registratioalsart, the volume of Domestic vehicles placed into rental fleet has directionally been moving
downward since 2006, and although Asian OEM volume has remained fairly flat, there has been some brand reallocation raskésrean
have filled any voids left by their Japa-

New Rental Fleet Registration8rand Type
nese counterparts.

January 2006March 2010
. 225,000
Concentrating on Q4 and ®22009 and —— Asian —— Domestic European

2010, respectively we notice that the 200,000
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both Domestic and Asian brands

175,000
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This is not totally unexpected and can

125,000
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100,000
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models bear watching more than other:
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25,000 -

0 ) L LSO ST LSSy
rate north of 30% (seRental Fleet Pene FEFLF SIS TSI F 5
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|
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) . MERCUR Y s #2009 Q1
high enough to have a notable impact ¢ DODGE
later model year used values when the; ISUZY — - Brand 2010 Q1 2009 Q1
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Returning Used Supply Forecast (see B — Lovomn SRS
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page 9) assumes the majority of volum RO = CADILLAG o0 ooc
will return in the September/October - F— MAZDA 13%  21%
. . HYUN DA —— PONTIAC 14% 6%
time period. FORD e — BUICK 14% 0%
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In summary, although demand for new BUICK s HYUNDAI % 290
H H PONTIAC E—— NISSAN 18% 24%
vehicles has been considerably stronge oy — CHEVROLET 2200 o
. . . —_— KIA 2% 24
|T1 20.10 relative to the -same period of CADILLAC s el S oo
time in 2009, for certain brands and VOLKSWAGE) e— MITSUBISHI 26%  14%
1 Isuzu 29% 7%
models the real rate of recovery in con- S UK | — DODGE 31%  11%
TOYOTA — MERCURY 39% 22%
sumer demand has been masked by a P, — CHRYSLER 520  20%
. . SATURN 63% 0%
disproportionate number of sales to SUBARU s
daily rental fleets. 0% 10% 20% 30% 40% 50% 60% 70%

Further, the risk of used value erosion = Source:R.L. Polk Penetration Rate

for these brands and models will be
higher than otherwise when large volumes of dispossessed rental units begin to enter the used market in the fall. Asispdbetper-
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Segment Spotlight: Large SUV

The large SUV segment has experienced significant strength over the past 18 months, due in no small part to the relsigvaigestof
gasoline over the same period of time. Consumer demand has been strong for the models in this segment, which is itrasrtocba
majority of 2008 when gas prices were above $3 p/gal. Since July 2008, when gas prices reached a national averaggalyén&ap/
erage used price for large SUVs agead-60 months has increased by more than 60%, while the average price of regular gralisegass
decreased by ~30%. Used supply has also been a contributing factor in this growth, as OEMs scaled back new vehictefplifodiratjo
the course of events in 2008.

With this said, many are wondering how much longer increases in used prices for the segment can continue. Clearly thaysnswer
Fdzii dzNB LISNF2NXYIFyOS 2F (KS (g2 GFENRIotSa sKAOK KI @S Cemusiiigh o dzii SR
used supply.

Gas Prices & Used Large SUV PriceRelationship Metrics

Large SUVs provide a perfect example of where a sustained increase in gas prices has proven to have a negative implactegmestis
sensitive to fuel economy. Thearge SUV Price Change v. Gas Feltas graphically illustrates the high negative correlation between gas

prices and used large SUV prices L SUV Price Ch Gas Pri
To better understand this relation arge Vehi lnie 10a6noge V. Las Frice

. I ehicle Age-10-60 mo.
ship, NADA developed a statistic: 9

. $4.50 40.00%
model to measure the impact thal —Regular Gas § ——Large SUV ’
. . $4.25

gas prices have on used vehicle

) i ) $4.00 M\ 30.00%
prices. Built into the model is an 5375 / \ /
asymmet.rlc relelltlonshlp betwelen 5350 I \ /\v_/ 20000
used vehicle prices and the price 6325 / \ r 5
2F¥ 3Jl ao b!5!Qé§$300 N I\J ) 10000/(%:3
trigger point at $3 p/gal. That is, S‘ 6275 A/'/-\ / ]\ \/ / /' 8
the impact of an increase in the | & $2.50 \ f / \A / 0.00% %
price of gasoline on used vehicle $2.25 J _l \'\_ I g
prices is lower when the price of $2.00 \ I 10.00% i
gasoline is in the $®-$3 range $175 \ X/
than it is when the price of gaso- $1.50 \ Av -20.00%
line is in the $30-$4 range. $1.25 ‘ : :

*Priceshave been adjusted for Mileage.
NADA pTEdiCtS that if the price of $1.00 T T T T T T T T T T T T T T T T T T T T T T T T -30.00%
. ) FPEIEPFLPFPLLP PSPPI PP ISP PP

gasoline were to fall from $3 to $: FEE Vo @ @ @ T T W
p/gal., the average price of a larg Source: Moodys, AuctionNet Month
SUV would rise by roughly $1,300-

If the price of gasoline were to increase from $3 to $4, the average price of a large SU\dewakisey approximately $1,900.
Gas Price Outlook

With the economic recovery gaining steam, some analysts are predicting gas prices will approach and perhaps surpasEr&Zpfyal.
omy added 290,000 jobs in the month of April, and the Labor Department revised employment figures for February and Nakeh to s
121,000 more jobs were added than previously thought. On the other hand real GDP did not rise as much as analystsdddakpec
the first quarter growth rate of 3.2% is still indicative of expansion.

Even if the economic expansion takes root and the threat of a double dip recession fades, NADA is predicting wide bevprigeioft
gas, with our baseline forecast for the remainder of 2010 averaging ~ $2.90 p/gal., or + $.17 over the $2.73 averagd ditiegibe
FANRG ljdzF NISNJ 2F GKS @SFENJo6asSsS LI 3IS mn F2NIb! 5! Qa FdzSt F2NBOF A
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Segment Spotlight: Large SUVs (conti nuedée)

This being said, the threat of inflation and increasing global demand has the potential to push the price of gas towayals $4ith the

Federal Reserve ballooning monetary base, inflation is inevitable unless the Fed reverses direction. Other economis hadlie dber

potential to mitigate this upward movement. The European bond crisis has caused the dollar to strengthen against thelBistvpoag

dollar typically indicates lower gas prices. Due to the unpredictability in these counterbalancing indicators, the isdfeab@tel prices

will continue to be volatile neaiif SNIY'X Y2 @Ay 3 | NRdzyR b! 5! Qa olFaStAyS F2NBOIFad oL 3

Returning Used Supply Forecast

b! 5! Qa wSOdaNYyAy3a ! aSR {dzllJlX & C2NBOlFad SadAayldSa GKS dnd&s | ySo
are dependent on the original registration type (i.e. rental fleet, lease, or personal useRelimaing Used Supply Forecelsart illus-

trates that used supply for large SUVs entering the market for the first time began a downward trend in the latter ha.ohlgugh

there will be periods where returning supply increases on a mootimonth basis, NADA predicts that this downward trend wilitcoe

through 2010 Q3, with supply down ~9.4% compared to 2009.

Although 2010 North American production estimates have large SUVs increasing ~30% over an economically stifled 20@@donerall
tion will still be ~15% below 2008 levels. Based on these estimates, it appears as if new vehicle production for theisieginentith
strengthening consumer demand and any harm to used vehicle prices will most likely be negligible.

Given this, the biggest threat to the used price gains made by the segmentargawill be a significant increase in the prigiegas, and
while there is a chance that gas prices may go beyond $3 for some of the reasons mentioned previously, NADA anticiffatdthe e
used prices to be muted given the continued decline in overall used supply.
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