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It's a great pleasure to be here with all of yodety | know that many of you are familiar with
NADA and our broad range of activities, but for$baf you who aren’t, let me take a moment
to tell you what we do.

NADA is the premier trade association for franctiseew-car dealers. The association was
established in 1917, and we serve as the “voitbeotlealer” for nearly 18,000 dealers
nationwide...large and small, import and domestic.aféethe collective face of the dealer to
auto manufacturers, the media and the public.

We also offer a wide variety of services and presite help dealers improve their bottom line,
and we work to educate dealers about best pratticesgh NADA University, which comprises
our 20 Groups, the Dealer Academy and virtual argite consulting. Many of the topics we
cover are in the all-important financial servicesaa

One of our most important missions is to repredeaters before Congress and the
Administration, and we also focus heavily on hejpdealers negotiate the ever-changing
regulatory maze that they face on a daily basiadty Andy Koblenz, our vice president of
Legal and Regulatory Affairs, is here with me todag will be one of the speakers on the
Captive and Independent Lenders panel later thrsimg.

Today | want to tell you what NADA is doing to keegiail credit available and affordable.

As you can imagine, the past two years have bewaragly busy for us. We have been working
very hard to stabilize the credit markets for desalend the status of credit in auto retail and
floorplanning.

And we're keeping a sharp eye on the the potefaidlirther regulation of auto financing. Our
vigilance paid off around this time last year, wiigbecame clear that the White House was
determined to establish a new, far-reaching agemoyersee consumer lending. Most of you are
probably well-aware of NADA'’s opposition throughdbe legislative process that resulted in
the Consumer Financial Protection Bureau, or CFPB.

The House bill that was originally introduced jabbut a year ago specifically included new-car
dealers under the proposed entity’s scope. Thistreabling to us for several reasons.

First, it would greatly reduce our ability to prdei dealer-assisted financing as a convenient,
affordable option for our customers. Consumerswihien they have multiple financing sources
to choose from. They can always rely on their o@nking relationships, but dealers’



relationships with numerous lenders and manufadufieance companies allow dealers to
arrange financing that regularly meets or beat& lbarcredit union terms.

Second, while we never welcome new regulationswrbasinesses, this one was especially
onerous and unnecessary. As you know, vehicle laenalready heavily regulated by various
government agencies, including the Federal Tradar@ission.

And, honestly, it just didn’'t make sense to incladalers in the new agency’s oversight for one
simple reasorthe vast majority of dealers don’t underwrite, fumdservice loansWe facilitate
loans for our customers, and the sources of thazses|— banks, credit unions, finance companies
—will be regulated by the CFRBVhy subject each loan to the same regulatorytisgrtwice?

That seems like a waste of time and taxpayers’ mat@esn't it?

Add to these reasons the fact that dealersadadiend money — so-called buy-here/pay-here
dealers — will also be subject to the new reguteti@nd rightfully so. We never disagreed with
that provision.

So, yes, we fought hard to develipartisansupport for the dealers’ position. And the House
passed a bill that didot subject dealers to direct regulation of the CHRB .not going to
recount the entire scenario for you — believe meedan’t have time, and | have no desire to
relive it — but to say we faced an uphill battldhe Senate doesn’t begin to describe it.

But our legislative team visited every Senate efficeven those we knew we didn’t have a
chance of voting our way — and eventually, thesaabn out. The Senate voted to support the
House’s language on dealer financing. That voteahbyway, was 60 to 30 ... it wasn’t even
close.

The members of the conference committee that réeonihe two bills did, at the eleventh hour,
give the FTC expanded authority over dealers. BAIDN has a long-standing working
relationship with the commission, and we look foreveo working with them to further explain
the consumer benefits and value of the dealertadsimancing model.

The new law balances strong consumer protectiotisaffiordable access to auto credit. And the
bottom line is thisAll vehicle loans will be subject to the oversighthe Consumer Financial
Protection BureauDealers’ role in indirect lending will not be gebt to the new agency,
however. NADA and dealers will work with regulataesstructure that oversight in a way that
works in the real world.

One aspect that | haven’t touched on is the oppaosite faced from the Pentagon. Frankly, we
were stunned by it. It's not just that dealersar®ng the most vocal supporters of our troops.
Thousands of us employ current or former soldiassailors, many of whom have served in
Irag or Afghanistan. In fact, thousandsusthave served our country in uniform.

Perhaps most puzzling was that we were alreadyingmkith the Department of Defense to
help educate members of the military on the califgprocess and dealer-assisted financing. In
fact, it was the cover story in the fall 2007 issfi¢he magazin#ilitary Money And who



wrote that article? Our own Andy Koblenz, alonghwitFSA president Chris Steinbert. And
NADA will continue to work with DOD to promote fimeial literacy within the armed forces.

If an army marches on its stomach, the auto ingustts on credit, plain and simple. And
floorplanning credit is no less vital than consurmedit. Both dried up in the wake of the
economic collapse.

As you'll recall, in late 2008, the Federal ReseBaoard and the Treasury Department
established TALF — the Term Asset-Backed Securittemn Facility — to support the return of
consumer lending. From the time TALF opened in Maot2009 until it closed in March of this
year, TALF helped bring abo65 billionin auto loans. That covered a f2B percenbf auto
sales during that twelve-month period!

It took a little longer for us to fully tap intoeéhprogram for floorplanning credit, but the indystr
was able to do that in October 2009. Over the sexnonths, TALF enabled $9 billion in
floorplan securitizations, representing twenty petof that side of the business. Clearly, TALF
was absolutely critical to restoring credit on bsithes of the equation, and was an unqualified
success.

Oh, and it didn’t cost the government a penny.

It's important to understand exactly how dealersised the economic and industry turmoil of
the past eighteen months — and eighty-five perckus did survive! The reasons for the
economic collapse are well-known. The challengasdiealers faced were all as a result of the
Wall Street meltdown.

Just as the credit situation began to improve érstiring of 2009, we were hit with the
bankruptcy filings of GM and Chrysler. In the midétthe great recession, the forced closing of
dealerships added further pain to our industrytarttie overall economy and our country.
Imagine the thousands of jobs, wages and tax revdrai was lost.

For those of us who were fortunate to continueusifess, five major factors contributed to our
survival.

First, dealerships that were well-capitalized warthe strongest position to survive. As
revenues declined rapidly in all departments, i watical to have sufficient cash on hand to
weather the storm. No one knows better than dehtexsimportant cash reserves are — crisis or
no crisis.

Second, expense control was critical. It is newsydo reduce the number of employees we have
at our dealerships. But in these challenging tintdscame necessary to cut overhead costs,
such as personnel and advertising. Just like GMGingtsler did during the bankruptcy process,
we dealers had to establish a “new break-evenddordealerships. And by doing this, we saved
ourselves much-needed capital.



Third, dealers have enjoyed tremendous succebg iservice and parts departments. Since the
late 1980s, we have adopted strategies to levehage departments. | do not see dealers’
dependence on service and parts diminishing anygooe. In fact, as the market for new
vehicles becomes even more competitive, NADA exptwit dealers will continue to rely on
used vehicles and parts and service to generataueyv

Fourth, dealers have survived because many of e a diverse group of franchises. NADA
estimates that more than 42 percent of our mentizars multiple franchises. In difficult times,
having multiple franchises is an insurance pol@yglteviating the difficulties of a downturn.
While no franchise was immune to the challengesfabt that a dealer owns more than one
franchise is critical to weathering any downturn.

Finally, as the recession continued, the FederaéRe kept interest rates low, and that has had a
positive effect on our wholesale credit lines amel ¢apital loans that dealers hold. It is also
helping credit-worthy customers secure reasonabés ifor financing of their vehicle purchases.
For almost 20 years, used-car sales, service atgllp@ve been the profit generators. In 2008,

for the first time, the sales in both the new- asdd-vehicle departments were in decline. The
slight loss in used vehicle sales is attributetholarge swings in the value of used trucks and
sport-utilities that year.

Used-vehicle sales were a welcome surprise in 2808gw-vehicle sales volumes declined,
there was a shortage of used vehicles. This sisypely-and-demand problem has led to used-
vehicle sales prices being 15 percent to 20 petdgher in 2009. This trend has continued into
2010, although at a slower growth rate.

Until new-vehicle volumes are above 12 million sragain, the returns from used-vehicle sales
will be an important part of the financial pictdoe dealerships. In fact, returns to dealerships on
a per-vehicle basis for used vehicles have incoebge39 percent in 2010.

So, where do we go from here? Obviously, it's Vitelyou to know where the auto industry is
headed. A couple of weeks ago, | was all set toecbare today and tell you how things were
looking up in the auto industry! We're selling nears again! Credit is available! Consumer
optimism is on the rise!

Then the August sales numbers came out.

NADA'’s chief economist, Paul Taylor, isn’t too tioled by the decline last month. For one
thing, in August 2009, we were deep in the thrdeSash for Clunkers fever, so a year-over-
year comparison is worthless.

And the industry has improved markedly since theslof 2009, even though there is still work
to be done on our overall economy. The auto sectoanufacturing and retail — have been two
of the most robust parts of the economy.

As | am sure many of you have read, Wall Streetamchousing industry continue to show
weakness — not to mention 9.5 percent unemployriéetgood news is that sales in 2010 are



on track to grow by double digits. Through thetfgseven months, sales were up fifteen percent.
We expect that sales will be in the 11.2 to 11.[fionirange for the year. But because
consumers continue to be nervous, I'm concernetbifial rebound in retail demand is still not
on the horizon.

The peak year for the industry was 2000, when Ve 6.4 million units. In 2001, even with
September 11, the industry sold 17 million unitsvas surprising that after that event we sold
any cars at all. Compare those two years to whatamebetween 2008 and 2010: Extremely
depressed volumes, well below what was assumed tohealthy industry of between 14 and 16
million units.

What is encouraging for our industry is that maotifeers, especially the Detroit Three — Ford,
GM and Chrysler — undertook significant actionsotwer their break-even points to allow for
profitability at industry volumes below 11 millio&learly for GM and Chrysler, the bankruptcy
was the impetus for allowing their break-even tb fa

Looking at market share of the major players,ntissurprise that Ford has been a winner this
year. Not having filed for bankruptcy has beernreifrtendous value to them as they attract
customers to the Ford brand. With the introductbthe Ford Fiesta, it is likely that their
momentum will continue.

We all know Toyota’s challenges, and it shows -y thave lost a full point of market share this
year. Clearly, the recalls have had an impacheir bnce-untarnished image.

The big story of the past two years continues ttheesuccess that the Hyundai Group has
enjoyed. Hyundai and Kia have grown their markghiicantly — they have almost eight
percent of the U.S. industry. Not so long agoy there under five percent of the market.

The marketplace will remain competitive. Fiat isvimg ahead with plans to build vehicles in
Mexico for sale in the United States. Mahindraamted in August that they had been cleared
to begin selling a small pick-up truck in the UARd at some point, the Chinese will arrive!
New entrants in the market likely mean a very catitige new car marketplace and great
opportunities for consumers.

Perhaps the biggest change we could see is newro@ngurchasing behavior. As this
economic crisis has unfolded, consumers seemee mouch more rational in their decision
making. For the consumers whte purchasing, there seems to be a new “mindset."dBlys of
bigger and more horsepower seem to have given vamaller and more fuel efficient.

For example, the sport utility segment is in sigaift decline while the crossover utility
segment is growing by 20 percent a year. The bigfits of crossovers are their car-like
handling and better fuel efficiency.

For all the turmoil, there is evidence that thaufatfor the U.S. market will be positive. It's
encouraging that by 2015 we see the industry sellih4 million units.
After all the misery of 2008 and 20009, it's refreghto see a forecast above 15 million.



We learned some important lessons during thissgrasid they will help us as we move forward,
especially in the uncharted territory of the nemaficial services world. One thing we found at
the peak of the credit crisis is that the deal@rsimbdel is not widely understood — by
government officials, the media or the general jpubWwas amazed by how many times we had
to educate people about how our business works.

For example, most people do not know that dealerstbeir inventory, that we purchase the
cars and trucks from our manufacturers. The combadief is that manufacturers provide the
inventory and we dealers just sell it. This misustinding can lead to bad public policy.

| truly believe that government can be our pararet assist us, but it requires one-on-one
interaction and a concerted and consistent effaraise awareness among government officials
about auto retailing and how it actually workshe marketplace.

Along with other NADA dealer leaders, | sat in niplik meetings with members of President
Obama’s administration and had lengthy discussiatishis Auto Task Force, which was
established to help engineer the changes need&idl @nd Chrysler. This group was made up of
Wall Street professionals with expertise in redtiting businesses. Members of the departments
of Treasury, Commerce, Transportation and Energyy pfovided input. Our meetings with the
Auto Task Force were essential to providing a greanderstanding of what dealers do. And it
allowed NADA to express concerns about the adveiffeets of restructuring plans on
dealerships.

As dealers, we need to continue to ensure thaaoumakers fully understand the vital role we
play, not only in our country’s national economut bBlso in our local community. For example,
dealerships helped to fund state and local govemhpr®@grams by collecting more than $21
billion in sales tax revenue last year ... and tinad in 2009, one of the worst year’s in our
history!

In addition to meeting with government officialSANA spends a great deal of time maintaining
an ongoing dialogue with all of the manufacturétaving open communications proved
invaluable as the crisis unfolded.

My point is, none of us can operate in a vacuumwByking together, we can move forward in
the direction of profitability for all of us.

So when we began this battle over the financiarrefbill, we had just spent over a year
educating Congress, the Obama administration, #gdianthe public — anyone who would listen
— on the vital role dealers play in our countryé®eomy and in our communities, and we found
that most of the people we talked to “got it.”

Congress certainly got it. They got that extendhgbridge loans to the manufacturers was
absolutely necessary. The failure of any of the@eautomakers would have created not a
ripple effect, but a tidal wave of unemployment &gt revenue to government on all levels.



They got that GM’s and Chrysler’s arbitrary terntioa of dealers was detrimental to our
industry’s and our country’s economic recovery. Anely got that dealer-assisted financing is
good for consumers and for the continued recovetiieoauto industy.

Now we — and | mean dealers and the financial sesvindustry — need to educate regulators in
the same way. We are committed to working with g@ansure that the new regulations are
appropriate, effective and implemented as painjessipossible.

It's the best way to keep credit available andrafble.

Thank you for inviting me to speak with you tod#is been my pleasure. Now I'd be happy to
answer any of your questions. And please let mevkhgou have a question for Andy Koblenz,
who is ready ansglery able to share his knowledge with you.
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