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2020 Third Quarter

Dealership Path to Profitability -
F&I Products to the Rescue
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New vehicle sales are rebounding U.S. Light vehicle sales in millions (SAAR)
20
New light vehicle sales increased for the 15
fifth straight month in September. The
September SAAR of 16.3 million units is 10
the first time that monthly sales have 5
topped 16 million units since February
2020, though it represents a 4.3% decrease 0 R N
from September 2019. F ¢ T Y

Through the first three quarters of the year, new light vehicle sales are down by 19%
compared with the same period in 2019. Monthly SAAR bottomed out at roughly 8.6 million
units in April 2020 (down nearly 50% from the prior year), levels last seen in early 2009.

Selling F&I products with new and used vehicles is a proven path to increasing dealer
profits

(Fsi'r::’sftif)fee;avleez;C'e 's up considerably There are lots of ways for dealers to make money: move
metal, sell F&l products, increase service and parts revenue,

i etc. Dealers make roughly $2,200 on the sale of a new vehicle

"""""""" itself. Dealers can make another $1,200 on the sale of a VSC

+11% $1,767

$1,596
or other F&l product, significantly boosting profitability.
Dealerships understand that increasing attachment rates at
the point of sale is critical.

2019 Q3 2020 Q3

Public dealerships have demonstrated a continued focus on improving F&l product
penetration to bolster profitability. F&I profit per vehicle has increased considerably year
over year, especially in the recent downturn. Each of the six public dealership groups
increased F&I profit per vehicle on a same-store basis over the past year by 11%, reaching an
average of $1,767.
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Dealers typically sell more F&I products in a downturn Focus. Expertise. Results.

F&I penetration has grown markedly over the past two decades and remains high. Attachment
rates on new vehicles total nearly 88% in 2019, more than double the rate two decades ago.
Attachment rates on new vehicles increased to 93.1% in Q3/20, an increase of 2.3% year over
year; and increased to 76.7% in Q3/20 on used vehicles, up 7.3% year over year. Dealers are
capitalizing on consumer demand for F&I products to protect their primary source of
transportation amidst ongoing pandemic concerns.

F&| Product penetration increased in Q3/20

93.1%
91.0% 76.7%
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2019 Q3 2020Q3 2019 Q3 2020 Q3

New Vehicle Sales Used Vehicle Sales

Sales of F&I products are exceeding performance during the Great Recession, when VSC
attachment rates fluctuated but remained strong.

New and used vehicle VSC penetration remained strong during the Great Recession
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M&A Activity remains strong

M&A activity continues, with five transactions in the third quarter of 2020. Several more deals
have closed in October, promising a busy fourth quarter.

2020 Q3 M&A transactions in the F&l products industry

Date Target Buyer Category
Aug-20 Excel Auto Partuers National Auto Care Agency
Jul-20 gwemﬁed ManagemEnD National Auto Care Agency
roup

Jul-20 Pivotal Solutions Amynta Agency
Jul-20 First Resource Brown & Brown Agency

National Automotive Partfolio Holdings -
Jul-20 Experts (Abry Partners) Administrator
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For more information on F&l products industry, please contact:

Gina Cocking Jeff Guylay Tiffany Hu

Managing Director Managing Director Director of Business Development
312.425.8145 208.726.0788 312.870.6204
gcocking@coladv.com jeuylay@coladv.com thu@coladv.com

Colonnade Advisors LLC ¢ 500 West Madison Street ¢ Suite 3410 ¢ Chicago IL « 60661
Investment banking services provided through Colonnade Securities LLC, member FINRA

Colonnade is an independent investment bank focused on the financial services and business services sectors. Colonnade
provides expert, objective advice on mergers and acquisitions, private placements, fairness opinions, valuation opinions and
corporate finance issues for privately held businesses, publicly traded companies and financial sponsors. Our senior bankers
bring extensive transaction experience, industry expertise, a process orientation and a sense of urgency to each engagement.

This advertisement was prepared December 1, 2020. It is not investment advice, and Colonnade undertakes no obligation to
update the information contained herein.

Sources: SEC filings, regulatory filings, and company presentations, NADA, FRED, Business Wire, Auto Remarketing, PR
Newswire, GlobeNewswire, public disclosure and Colonnade research

©2020 Colonnade Advisors LLC.

Copyright and Other Important Information

This document, including text, graphics, logos, icons, images and the selection and arrangement thereof, is the exclusive property of Colonnade Advisors LLC and is
protected by U.S. and international copyright laws. Colonnade hereby permits you, unless you are an investment bank or other financial advisor, to download, copy,
distribute, publish, reproduce, cite, link or post this document or its contents subject to the following conditions: 1) you retain on any material all copyright and other
proprietary notices and 2) you do not modify this document or its contents in any way. Colonnade reserves all rights not expressly granted. This document and the
information that it contains are produced by Colonnade Advisors LLC solely for general background information on the matters described. This document or any of its
information may not be used for investment, valuation or accounting purposes. None of Colonnade or its representatives or affiliates has agreed to or has assumed any
responsibility to provide you with investment advice, whether in a fiduciary capacity or otherwise.
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