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The Kerrigan Index™ is composed of the seven largest publicly traded auto retail companies with operations
focused on the US market. While the auto retail industry remains highly fragmented and is influenced by
thousands of small and mid-sized private companies, the publicly traded auto retail stocks provide strategic
insight into the dynamics affecting US auto retail and expectations for the industry’s earnings outlook.
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Public Auto Stocks Discounted by Rising Interest Rates

The Kerrigan Index™ ended September 2022 at 718.13. The The Kerrigan Index
Index was down significantly, 20.05%, for the month, while the 1,200
S&P 500 Index was down 9.34%. Year-to-date, The Kerrigan 1,100
Index has fallen 34.11%, underperforming the S&P 500 Index 1,000
which is down 24.77% for the year. 900
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All seven component stocks posted losses in September. CarMax ggg
registered the largest loss of 25.4%, followed by Group 1 400
Automotive (-21.5%), Lithia & Driveway (-19.2%), Sonic 300
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Notwithstanding continued record profits, auto retail stocks tumbled again in September, and are now down over 40%
from record valuations posted just 12 months ago. The FOMC consensus for the federal funds rates now projects the key
interest rate will rise to 4.6% in 2023, up from the current range of 3% to 3.25%. Continued increases in the federal funds
rate will push up auto loan interest rates, which are now estimated at a national average of 5.7%, already up 25% over the
last year. As observed by TrueCar analysist, Zack Krelle, “With increasing interest rates, affordability is being tested.
We're seeing consumers faced with the reality that to afford the same vehicle at the same monthly payment as last year,
they are forced to increase their down payment, which is creating new affordability challenges. We are paying close
attention to how the industry will react to these concerns. Perhaps there will be more incentives, longer finance terms, or a
combination of these."

In addition to the direct impact on consumer loans, rising interest rates will effect auto retailers’ cost structure, particularly
flooring lines, which are generally tied to floating rates and are projected to increase as interest rates rise and inventory

levels normalize.
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Inventory levels remain below historical standards but continue to climb slowly towards a 60 days supply metric, long
considered a guidepost in the industry. Total inventory was up 41% year over year in September, an increase of 350,000
vehicles. According to Cox Automotive, Kia, Toyota, Subaru, Honda, Lexus, Hyundai, Acura, BMW, Porsche, Land Rover,
Mini and Mazda had the leanest supplies last month, while Volvo, Ram, Dodge, Jeep, Lincoln, Jaguar, Audi, Buick,
Chrysler and Cadillac had the highest stockpiles.
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Other significant industry data include:

e Per J.D. Power, spending on new vehicles is expected to be $43.7 billion in the month of September. September
2022’s consumer spending on new vehicles is up $4.7 billion from September 2021.

e September’s average new vehicle retail transaction price is expected to be $45,622, 6.3% lower than September
2021’s level.

e Trucks and SUVs are expected to account for 77.9% of September’s new vehicle retail sales.

e Fleet sales are estimated to have risen 75% from September 2021 on a selling day adjusted basis. Fleet sales are
expected to be 161,300 units for the month, representing 14% of total light vehicle sales, up from 9% a year ago.

e In September, incentive spending as a percentage of the average MSRP is expected to fall to 2.0%, down 2.0
percentage points from a year ago.

o New vehicle loans’ average interest rates are expected to have risen 169 basis points from a year ago to 5.71%.

e In September, just 16% of new vehicle retail sales will be leased. This is down 44.8% from September 2019, when
leasing accounted for 29% of new vehicle retail sales.

Sources: Automotive News, J.D. Power & LMC Automotive, Yahoo Finance, Longtermtrends, Microsoft Finance, SEC
Filings, Kerrigan Advisors’ Research & Analysis

About Kerrigan Advisors:

Kerrigan Advisors has the honor of advising the industry’s leading dealers through the lifecycle of growing, operating and,
when the time is right, monetizing their businesses. Since our firm’s founding, we have represented on auto retail’s largest
transactions, including several of the Top 150 Dealership Groups, more than any other firm in the industry. Kerrigan
Advisors works with auto retail’s leading families on their growth strategy, capital allocation, real estate and buy/sell
transactions. Kerrigan Advisors is often asked to keynote top auto retail conferences, as well as leading manufacturer
events. In addition to The Kerrigan Index™ monthly, the firm publishes a quarterly Blue Sky Report®, the industry
authority on blue sky multiples and buy/sell trends. To sign up to receive both reports, please email your contact
information to info@kerriganadvisors.com or visit our website at www.KerriganAdvisors.com.

No Guaranty or Warranty of Accuracy or Completeness

Kerrigan Advisors takes great care in ensuring the accuracy and reliability of the information provided in this report. However, Kerrigan Advisors cannot
guaranty the accuracy of all information provided by third parties. While Kerrigan Advisors has obtained information from sources it believes to be reliable,
Kerrigan Advisors undertakes no duty of due diligence or independent verification of any information it receives. Therefore, Kerrigan Advisors takes no
responsibility or liability for the accuracy, content, completeness, legality, or reliability of the information contained in this report. This report represents the
results of past performance and is not a reliable indication of future performance. The content in this report is provided “as-is” and no warranties, promises
and/or representations of any kind, expressed or implied, are given as to the nature, standard, accuracy or reliability of the information provided in this
report nor to the suitability or reliability of the information to your particular circumstances.

Limitation on Liability

Kerrigan Advisors expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this report. Kerrigan Advisors assumes no liability as regards to any investment, divestment or retention decision taken on the basis of this report. In no
event will Kerrigan Advisors be liable for direct, indirect or incidental, special or consequential damages resulting from this report.

No Client Relationship or Investment Advice

This report has been prepared solely for informational purposes. Your receipt of this report does not create a client-advisor relationship, or any relationship,
between you and Kerrigan Advisors. This report is intended only to provide general information and shall not be construed as the basis for any investment
decision. For avoidance of doubt, under no circumstances shall any of the information provided in this report be construed as a recommendation to invest,
buy or sell or investment advice of any kind. Before acting on any information in this report, Kerrigan Advisors recommends you consult your own financial
and other advisors.

Use of Report
The content contained herein is proprietary to Kerrigan Advisors. The content shall not be used for any unlawful or unauthorized purposes and may not be
copied or distributed without the prior written consent of Kerrigan Advisors.
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