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About Auto Team America (“ATA”)

Formed in 1993, ATA is an amalgam of CPA firms and auto industry solution providers that serve
thousands of auto retailers nationwide. It is ATA’s goal to provide data-driven, in-depth analysis
and perspectives on key themes and trends likely to impact auto dealers in the decades ahead.

Over the years’ we have published several white papers, including:

“Auto Retail Resiliency — 2035 and Beyond” published in 2023

e “The Evolving Dealership — 2030 and Beyond” published in 2020
e “2030 Dealership Vision: The Road Forward!” published in 2017
e “2025 Dealership Vision: What Lies Ahead!” published in 2014

e “A Strategic Vision of Dealerships in 2025 published in 2012

As an update to ATA’s prior white papers, ATA has collected data among auto retail leaders to (1)
take stock of performance trends, (2) validate and/or invalidate original predictions posited in prior
papers, and (3) formulate new perspectives on the evolving auto dealership model for your
consideration and future planning.

Please see “Acknowledgements” on page [29] for a list of member firms and links to their
automotive practices. These providers care deeply about dealers and go the extra mile every year
to maintain the highest levels of professional standards.
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| Executive Summary

Looking ahead to “2040 and Beyond”, this paper attempts to isolate three primary issues (“The
Big Three”) that we believe are top of mind today and will act as guardrails for dealer operators in
their long-term strategic planning. We believe today’s call to action centers around three key topics,
(1) inflationary cost pressures on dealer operators, (2) next generation technology impacting our
marketplace and consumer experience, and (3) dealer consolidation.

As it has been for over a century, the automotive retail sector continues to evolve, despite
existential risks proffered by “revolutionaries” entering the market. What do we mean? Whether
risks of import brands entering the market, the internet changing how we interact with consumers,
or manufacturers challenging state franchise regulations, our sector has remained resilient.
Whether risks from global recessions, global pandemics, or global rebalancing of tariffs, the dealer
body has made a living of expertly observing, reacting, and powering through challenges. While
these topics have been discussed in nearly every ATA Vision Paper, we believe now more than ever
that public and private dealers alike are facing one of the most challenging periods yet. Pandemic
profitability now clearly in the rearview, we believe the next chapter for auto dealers will be more
challenging, changing the risk-reward paradigm for the majority of the U.S. dealer body.

We at ATA are attacking these topics through the lens of our own expertise in accounting and tax
compliance, transaction advisory, and investment banking specialties. We have no delusions of
being the final say on these highly debatable topics and would direct you to experts outside of our
scope of expertise, such as those more intimately involved in powertrain development, global
supply chain logistics and raw material sourcing, for more detailed insights on those such topics.
However, as our opinions are rooted in decades of industry experience working with the dealer
body in accounting, tax compliance, advisory, investing, and analytical capacities, we believe this
is an important exercise to help dealer principals with their long-term strategic planning. We
attempt to tether our views back to our own transactional experience and proprietary survey data.
And while we appreciate the dealer body’s focus on the “next month” or the “next quarter” as
operators weigh materiality of “risks” as they manage daily operations, we believe it is at times
more important to step back and consider what may shape and drive our industry outlook over the
much longer-term as well.

We hope you find this paper insightful and worthy of a deeper dive. Perhaps more importantly, we
hope this paper fosters increased dialogue and serves as an invitation for you reach out to members
of Auto Team America. Our members are here to support, are profoundly invested in and are
supremely devoted to the long-term success of (what we believe is) the greatest retail sector,
automotive retail!
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The “Big Three” #1: Key Drivers of Operating Cost Inflation

The post-COVID pandemic period has been one of the highest inflationary periods in recent U.S.
history and the automotive sector, including franchise dealers, have not been immune to
inflationary pressures. From a customer perspective, inflation has played a central role in vehicle
affordability with the price of an average new vehicle in the U.S. cresting $50,000 in 2025, a steep
+25% increase from approximately $38,500 in December 2019 before the pandemic.

Average New Vehicle Transaction Prices in the U.S.

Nov-25
$49,814

Jan-16
$33,804

Source: Edmunds.com

How have franchised dealers performed over the same period? Reviewing the stock charts of the
public franchise dealers the 5-year period has produced outsized returns for investors. Both public
and private dealers alike benefited from COVID-fueled profit margins and have since redeployed
capital to expand their dealership networks.
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Average Public Dealership Group Stock Price

Dec-19 Dec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25

Sources: Yahoo! Finance, NYSE

However, a deeper dive into financials indicates that while grosses have increased (in some cases
quite dramatically) flow through to the bottom line remains a struggle. Expense creep from rising
employee costs, to include turnover, benefits, legal claims and the like, insurance and facility costs
and technology investments all taken together result in record high grosses translating back to pre-
tax income on the order of 3-4% of revenues.

If declining pre-tax income margins amid rising operating costs are the new normal, what exactly
were the structural learnings from COVID?

Seeking employee productivity improvements: The traditional franchise dealership model is a
capital and human intensive enterprise. The cost of delivering a vehicle through the automotive
retail channel has reached an average of $5,700 in 2025, based on a review of public franchise
dealer company reports. In addition, personnel expense has risen to 65% of the overall dealerships
expense structure. As dealer groups continue to absorb new vehicle margin declines and brace for
the full impact of tariffs throughout the industry, employee productivity will become the most
critical factor in navigating secular pressures in the next 15 years and beyond.

Offsetting new and used vehicle margin compression: Despite margin expansion during
COVID, profit normalization on new and used vehicles has largely occurred since our last report.

Dealers have long been able to offset margin compression on new and used vehicles with
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expanding margins in F&I and fixed operations. We expect that trend will not only continue but
will accelerate. New vehicle GP pressures are increasing and now more than ever, the dealers need
to sharpen their focus on used, F&I and fixed operations.

Rethinking employee and marketing processes in light of federal, state and local regulatory
pressures: The changing regulatory landscape continues to influence dealer operations in what
they sell and how they sell and service customers. OEM and credit partner support are more crucial
than ever, particularly as COVID-inflation drives transaction prices to all-time highs and COVID-
era purchases mean consumers likely have limited, if any, equity in their trade-in vehicles.

OEM Construction Cost Pressures and Rent Factor Challenges: Real estate-related expenses
have historically and will continue to be the dealership’s second largest expense. According to our
dealer’s survey, 42% of dealers polled feel their service departments will need to expand in the
coming years. With that, across all OEMs, the automotive retail industry is experiencing
substantial construction cost inflation. Many brands and markets are finding it increasingly
difficult to support traditional rent factors following significant investments in new or renovated
facilities. When construction projects reach the $20-30 million range, and “by-right” land
availability for sales and especially service can be limited, the financial burden created by these
elevated costs can exceed what certain brands or market locations can sustain through their
ongoing operations, making service absorption an even more important dealership metric.

Technician retention and fixed operations investments will be even more critical than they
are today: As powertrains evolve service departments are going to be required to handle the
service needs. Despite initial skepticism, EVs have actually generated more gross profit for dealer
service and parts businesses, requiring as much if not more labor/parts work in their initial years
of ownership relative to ICE vehicles. It is generally thought that as some traditional service items
decline (e.g. as EVs have fewer moving parts, fluids and the like relative to ICE/hybrid vehicles)
EVs will continue to require special tools, substantial facility investments and other proprietary
solutions, to include but not limited to the handling of battery packs, that franchise dealers are
uniquely suited to provide.

Chinese brands will (not when) enter the U.S. market: Heavily subsidized by the Chinese
government, the success of Chinese brands in other parts of the world should be a warning to U.S.
dealers. Products are comparably engineered at substantial discounts to competition. Investments
in underperforming U.S. production facilities may be a gateway into the second largest market
globally for Chinese brands.

Supply shocks, inflation, affordability: Two significant shocks over the last five years include
the COVID pandemic and Tariffs. Initially, the COVID shock resulted in significant vehicle and
parts shortages, which were later offset by a massive influx of liquidity into the U.S. economy that
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ultimately led to significant profit increases for dealers. The tariff shock has been less beneficial
(relative to COVID-era benefits) to dealers. We believe this is largely due to rising consumer debt
levels, a significant spike in interest rates, and generally normalizing vehicle supply, among other
factors negatively impacting consumer affordability. While there have been some positive and
some negative market share shifts among OEMs, we believe benefits from COVID have mostly
past while lingering headwinds from tariffs and consumer affordability issues continue to weigh
on dealers’ short-term profit outlook.

The ”Big Three” #2: Technology’s Impact on our Marketplace and Consumer

Experience

For decades dealers have been promised that the benefits of technology will provide a competitive
advantage in the marketplace and driving sales volumes, gross profit generation and profitability.
In many cases, those technology solutions are now the “cost of entry” to do business in today’s
auto retail environment. And, when taking a broad perspective of the automotive retail industry,
it is difficult to discern the beneficial impact the proliferation of technology has had on quantifiable
measures of expense structure and productivity.

So why should you believe that technology is the answer to drive the business forward in the
future?

Voice Artificial Intelligence (A.L): Since the inception of the personal computer, human
interaction with the digital world has largely been through the use of a physical or digital keyboard.
Technology advancements and human behavior patterns are rapidly replacing the keyboard with
voice interaction. Today we are just in the early innings of this transition, interacting with our
mobile devices (i.e. “Hey Siri”’) and speaking with LLMs (Large Language Models, like Chat
GPT). Likewise, today’s dealership environment is laden with single-point tech solutions, each
with their own “screen” requiring manual input through keyboard strokes and mouse clicks. In
addition, dealership tech tools have limited integrations that prevent dealership personnel from
having a holistic picture of the customer. With further development in A.I., refinement of LLMs
and establishment of robust data platforms human interactions with the digital world move to voice
communication. The implications of voice A.1. will reach every department of the dealership,
with the intention of improving the customer experience, expediting sales and service processes,
and driving efficiency and productivity throughout the dealership.

Robotic A.L: The industry has long struggled with sourcing skilled technicians to support their
parts and service business. The lack of supply of quality technicians has both limited the growth
of dealers fixed operations and resulted in escalating labor costs for technicians servicing
customers vehicles. Developments in the area of robotics have the potential to address the
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industry’s ongoing tech shortage. Essentially having a “second set of (robotic) hands” will reduce
the labor hours required for manual tasks. Whether that be delivering parts to the service bays or
“turning wrenches”, robotics will improve tech efficiency and reduce the burden hard labor.
Through an engineering focused protocol, robotic A.I. has the ability to lead a technician through
the required steps for each work order. This will reduce the need for technical “know how” and
open up the labor pool for technician candidates. Today, franchise dealers struggle to emphasize
that they are at parity with the aftermarket on traffic-driving services, like wheel alignments and
oil changes, while providing even better efficiency with regard to repairs requiring the use of
OEM expertise, parts and special tools only available at dealers. The introduction of robotics
into the service bays will drive tech productivity. Robotic A.1. will reduce the technical expertise
required to perform vehicle repairs and maintenance. Robotic A.1. should only augment these
current advantages, but the question remains how best to dealers market these benefits to
consumers.

Online Purchases and Marketplaces: According to the 2024 Cox Automotive Car Buyer Journey
Study, 25% of all shoppers intend to purchase their vehicle fully online, compared to only 5% that
eventually purchase their vehicle fully online. The disparity in these numbers indicates that
customers today are not comfortable with the online tools and technology to complete an online
transaction. Dealers and their technology partners have a long way to go in improving the online
customer experience (e.g. think more about “Apple or Amazon™ as the optimal model rather than
“neighboring dealer competitor”). Certain national dealers, such as Asbury Automotive Group and
Lithia Motors Inc. (Lithia & Driveway) have both launched their own online platforms. As an
industry we can expect customer intent from online purchases to rise drastically from current levels
as customers migrate towards an online environment, the U.S. population shifts toward tech native
generations and online tools or marketplaces provided the desired customer experience. Is this
good for dealers? In the same Cox Study, it was reported that the average customer spends 14
hours and 19 minutes (increasing 48 minutes from 2023) in the car buying process with 2 hours
and 54 minutes spent at the dealership. In comparison, some dealer groups that are part of the
Amazon Autos marketplace are committing to a maximum of 1 hour at the dealership (1 hour and
30 minutes including test drive). Looking into the future, as vehicle sales continue to shift fully
online customers will spend less time in the dealership, naturally resulting in less hours spent by
sales staff per sale driving productivity gains on the sales floor.

The main themes that will emerge as these technologies are adopted include: (1) an enhanced
customer-centric buying experience, (2) a more productive and stable workforce and (3)
improved operating margins. With an improved customer experience and a more efficient
distribution channel, the franchise automotive retail channel will solidify its position as a value-
added partner for OEMs and an essential part of the customer buying experience.
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The “Car is the Star” not the dealer — addressing agency models, direct-to-consumer sales,
Carvana’s franchise purchases, and Amazons desire to own customer data: We expect further
movement towards digital and direct-to-consumer models (most recently, Colorado approved a
dealer license for Scout). Although Tesla continues to struggle with perfecting its approach to fixed
operations, we believe consumers have reacted favorably to the “frictionless sales experience”:
transparent pricing and efficient sales processes as evidenced by Tesla holding a +40% BEV
market share. Traditional franchise dealers need to consider this: how do we streamline our sales
experience? Can dealerships pre-load contracts, schedule pre-delivery appointments (perhaps
virtually?) to finalize documentation separate from vehicle deliveries and teach-ins? Whether
franchise dealers address shifting consumer appetites or new entrants figure it out, consumers are
clearly demanding faster purchase processes from our sector.

Autonomous vehicles and ride sharing: In our initial reports, there was concern that ride sharing
would hurt dealerships and then give way to autonomous vehicles that were certainly on the
horizon potentially making dealers obsolete. The reality is that ride sharing has probably increased
overall vehicle miles driven and ten years later fully autonomous vehicles, outside of heavily
restricted robo-taxis, still seem far away.

Cyber threats: Data security and ownership are critical. This ensures accountability, protecting
sensitive information, and mitigation of operational and connectivity risks, while the dislocation
of DMS incumbents amplifies vulnerabilities and liabilities across systems. Under the FTC
Safeguards Rule, failure to comply can result in civil penalties of up to $100,000 per violation for
companies and $10,000 per violation for individuals, along with potential injunctive relief and
long-term monitoring requirements.

Alternative powertrains: EVs, while still important to consider as a portion of the U.S. SAAR
mix, are clearly not driving as much of dealers’ long-term outlook as was the case in our most
recent white paper. As consumer demand for EVs has been substantially lower than predicted and
subsequently OEMs are generally pulling back and/or reconsidering EV investments (some
seeking partnerships among peers). Questions on the viability of electric vehicles stem from high
upfront OEM investments coupled with lower than expected residual values, a shifting (perhaps
even waning) regulatory environment, questions surrounding charging infrastructure and long-
term battery disposal, and advances in hybrid technologies all contribute to a less certain future for
EV adoption today relative to years prior. Taken together, we do not see alternative powertrains
driving dealers’ strategic direction as we believe dealers can and will sell any powertrain
technology consumers demand at an appropriate price. While we see EVs maintaining if not
slightly growing share in the future (though not as fast or as far as initially projected), we believe
OEM investments in more efficient ICE and hybrid technologies will continue as well.
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Infrastructure and Safety Concerns with Autonomous Vehicles: A recent city-wide blackout in
late December across San Francisco resulted in numerous Waymo autonomous vehicles suddenly
stopping, blocking intersections and roadways throughout the city. This resulted in Google’s
parent company Alphabet suspending the Waymo service until power was restored. Worth noting
major competitors such as Tesla and Amazon (via its subsidiary Zoox) are testing out similar
services to rival Waymo, seeking permits to test their autonomous fleets in major cities across the
country. One such competitor, General Motors’ backed Cruise, had permits revoked in 2023 due
to safety concerns and several high profile accidents with pedestrians. GM later announced in
December 2024 that it would no longer pursue an autonomous program.

The ”Big Three” #3: Franchise Dealer Consolidation Trends

The COVID flywheel effect — characterized by a period of outsized dealership profits & cash flow
— was a major inflection point in the history of automotive retail consolidation. Flush with cash
reserves, consolidators, both public and private, moved at a brisk acquisition pace in the post
COVID period from 2021-2024.

Historical U.S. Transaction & Dealership Buy/Sell Count

Transactions

W Dealerships Sold 707
596 582 599
421
382 403 382
353
286 261
216
2019 2020 2021 2022 2023 2024

Source: Automotive News, The Banks Report, Scali Rasmussen, and The Presidio Group
proprietary sources.
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These larger organizations are now generating increasingly larger amounts of cash flow which are
being further deployed towards dealership acquisition, along with platform wide investments in
technology to improve customer experience and dealership profitability. Looking at the publicly
traded dealer groups as a surrogate for the industry, in 2019 the six public automotive groups
generated a cumulative adjusted EBITDA of $3.2B and their combined liquidity stood at
$4.0B. Reviewing the most recent reports in the third quarter of 2025, the publics generated
adjusted EBITDA of $7.3B collectively, a 2.3x increase from 2019 levels, in addition to liquidity
for additional acquisitions ballooning to $8.3B. From this strengthened financial position, public
and private consolidators can drive industry consolidation at an increasing pace over the upcoming
years and decades.

Public Dealership Group Adjusted EBITDA ($ in millions)

$9,452
$8,074 $7,973
$7,320
$6,958
$4,199
) I
2019 2020 2021 2022 2023 2024 Sep 2025

Sources: Company data.
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Average Public Dealership Group Liquidity ($ in millions)

$1,349 $1,378
$1,272 $1,265
$1,045
$989
$673 I I
Dec 2019 Dec 2020 Dec 2021 Dec 2022 Dec 2023 Dec 2024 Sep 2025

Sources: Company data.

As we look beyond 2025, the stage is set for accelerated consolidation across the automotive retail
sector, driven by three forces: (1) large, well-capitalized dealer groups deploying ever growing
cash flow towards dealership M&A, (2) OEMs looking for well-capitalized dealer partners that
will improve the customer experience and (3) tech-advanced dealer groups driving enhanced
investment returns on acquired dealerships.

Ownership & Consolidation Trends: We expect consolidation to accelerate in the coming years.
Scale is critical to dealers as they navigate what effectively is a very low pre-tax margin business
with rising operating costs. Spreading investment across more dealerships in a variety of markets
is necessary to support investments in facilities, people and technology required to remain
competitive. It is often easier for larger groups to tap financial markets and by virtue of their size
it is easier to navigate leadership team changes than smaller organizations, who often struggle with
succession planning. Family office and private equity investment in automotive retail is increasing
as has grown among larger public and private groups emphasizing acquisition-driven expansion.
We also believe OEMs are more supportive of consolidators than ever before, as it can be easier
and more efficient to navigate turbulent economic cycles, implement branding and business action
plans across fewer, well-capitalized dealer partners.
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Valuation trends. The increase in buyers with significant acquisition liquidity is helping drive
goodwill valuations to record levels. Clarification, record valuations for stores representing great
brands in growth markets. Among troubled brands in lower growth markets, valuations have
moderated. One size does not fit all in M&A and we believe relying too heavily on “multiples” is
misleading. We do believe multiples are helpful to potential sellers seeking insights on valuation.
Rather, we see buyers willing to stretch for transactions that have some combination of (a)
reviewed and/or audited financials, (b) a steady earnings stream with limited and easily explainable
earnings adjustments, and (c) facilities that are imaged, in good to fair condition without
meaningful and often highly visible deferred maintenance, and have a recently refreshed
environmental assessment. We see higher close rates and more efficient transaction processes
among dealers that invest in properly preparing themselves for sale.

Brand consolidation (lessening in importance, but still worth neoting): Typically, OEM
consolidation is a sign of distress rather than success. Early in 2025, we saw the potential of a
Nissan and Honda merger and Stellantis continuing to evaluate its brand mix (are Chrysler, Fiat
on the chopping block?). We have seen examples of EV partnerships across OEMs. Some
technology and manufacturing partnerships between brands primarily to address regulatory
challenges around EVs and cost of diverting legacy ICE investments to proprietary next generation
EV powertrains.

Dealership rationalization will be critical for some brands: Certain brands are over-dealered
relative to market share. How consumers shop for vehicles is evolving. There is less need today
for fully imaged dealerships in remote markets. Dealer principals have significant net worth tied
in their real estate and in many cases, especially in remote markets, an operating dealership is the
highest and best use of that property. Any constructive approach to OEM rationalization will need
to consider the negative impact closing dealers will have on real estate valuations — said another
way, most sites’ highest and best use is as a dealer, if that goes away, principal’s lose not only the
Goodwill value of the franchise, but also some real estate value in the rationalization process. As
illustrated in the chart below, this is conceivably a multi-billion dollar issue (95% of dealers either
own outright or lease through a related-party entity) that is not being discussed nearly enough
collectively across the industry.

14|Page



Auto Retail Reimagined in 2040: Transformation through Technology

Real Estate Ownership by Dealer Operator (ATA Survey)

Dealership leases the real estate from the former
dealer operator

Dealership leases the real estate from an
unrelated third party

|
g -

Dealership owns the real estate

Dealership leases the real estate from a related
party entity (common ownership as the dealership
operations)
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Chinese EV exports reshaping international auto markets may eventually
land in the U.S.

The U.S. auto industry, as one of the last markets that has not surrendered meaningful market share
to China-made vehicles, may be the final frontier for Chinese automakers. If Chinese
manufacturers bring their electric vehicles to the U.S. — and they elect the franchise model —
dealers will have the chance to get in on the ground floor of a potentially lucrative opportunity
even as they manage shifting revenue mix among their portfolio of brands. Automakers, however,
face a direct threat of lost market share. In the large and mature U.S. market, with low growth
rates, any volume gains by Chinese manufacturers would come directly from already established
vehicle brands. By contrast, dealers can offset declines from their legacy-brand stores with gains
from dealerships representing new entrants. And those entrants seem likely to choose franchising.
Chinese automakers will need to rapidly develop distribution scope, scale and expertise, and the
established U.S. franchise dealer network is well positioned to serve as their retailing channel.

Merchandise Exports as % of Global Totals

16%
14%
12%
10%
8%
6%
4%
2%

0%
1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
= China us

Source: World Trade Organization
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China gaining traction with affordable vehicles globally, making autos a critical export

The volume of finished vehicles exported from China has soared since 2014 and represented 6%
of global unit sales in 2024. While China has the ability to produce nearly 50 million new cars and
trucks annually, its 59% capacity utilization rate indicates that its production capabilities have
outpaced domestic and export demand for its vehicles. Meanwhile, developed countries with their
own domestic manufacturing capacity have begun to push back on China exports. As a result,
pressure on Chinese OEMs to break into the U.S. market will intensify in the coming years.

The Chinese government’s subsidization of the country’s auto producers has positioned Chinese
manufacturers as formidable international competitors. From 2009 through 2024, China’s
government is estimated to have directly subsidized its automakers with $230 billion, about
$18,000 per electric vehicle. China is on pace to export a record 5.9 million new passenger vehicles
in 2025. In 2015, the country exported fewer than 500,000, making for a compound annual growth
rate of 30.0% over ten years.

Monthly China New Vehicle Exports
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Legacy brands face market share realignment when and if Chinese brands

arrive

Chinese brands entering the U.S. would likely trigger an immediate market share shuffle, much
like what was experienced with the influx of Japanese and European brands after World War II.

A push into the U.S. by Chinese brands would likely most impact Japanese OEMs (that themselves
disrupted domestic brands when they entered the U.S. market). In 1960, as Toyota and Nissan were
the first Japanese brands getting acclimated, Chrysler, Ford and General Motors commanded more
than 80% of U.S. market share. The oil and gasoline crisis of the 1970s pushed consumers to
smaller, more fuel-efficient Japanese vehicles. By 1980, the Japanese brands commanded 21% of
all new-vehicle sales in the U.S. South Korean brands later made inroads in the lower-priced
segments. By 2024, all Asia-based brands, including Hyundai, Kia and Genesis of South Korea,
accounted for 46.7% of U.S. volume, while the share held by Ford, GM and current Chrysler parent
Stellantis had dropped to 37.9%.

2024 U.S. Segment Share by Automaker Regions

mUS Asia m Europe 82%
70%
49%
42%
16% 14% 18%
. . .
Total Car Pickup Truck

Sources: Company data, Automotive News, Presidio Prospectives Analysis
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Japanese and Korean brands are likely to be most vulnerable to China’s encroachment in the U.S.,
particularly in car segments, given Chinese brands’ affordability and efficiency. Japanese and
Korean brands currently dominate the U.S. passenger car market, holding a 70.5% share. U.S.
domestic manufacturers have largely ceded that segment, holding just 6.7% of share.

While Chinese brands could still threaten domestic OEM share, U.S. brands’ reduced reliance on
cars and increased focus on higher-priced trucks provides some protection. Domestic OEMs had
80% of total U.S. pickup volume in 2024, including 92% of full-sized pickups, having successfully
defended their share of the truck market from Japanese OEMs for decades.

Franchised dealers can offset share losses by shifting to new market entrants

Unlike the tenuous position and potential market share loss automakers face from Chinese brands,
the dealer base would have the opportunity to add Chinese-brand franchises and sell the new
products coming to market. From a strategic standpoint, Chinese automakers are highly likely to
sell through franchised dealers, like they do in most of their markets. Using the franchised model
in the U.S. would allow them to quickly build distribution scale. While the introduction of Chinese
automakers into the U.S. could mean market share shifts for existing brands, the impact on dealers
could be a net positive as they gain the opportunity to sell low-priced vehicles subsidized by China
that can fill the widening affordability gap for U.S. consumers.
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Dealership of the Future — ATA Proprietary Survey Responses
All responses were collected May 15 through July 15, 2025

1. What area of technology do you think will have the greatest impact by 2040?

Making the sales process quicker and more efficient _ 47%
Customer Communication _ 27%
Disrupting the current market leaders in DMS systems - 13%

Reducing Dealership Headcount - 6%
Inventory management of vehicles and parts . 4%

Other (please specify) . 3%

2. What area of dealership operations will experience the greatest change in how you
conduct business in the next 10 years?

New Vehicle Sales 45%
Sales in the Service Lane
F&I Product Sales

Used Vehicle Sales

Other (please specify)

Parts Sales 1%
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3. What is the greatest threat to auto retail / your way of conducting business?

Factory demands on dealership operations 37%

Internet based commerce/change in sales

25%
process/Al

Legislative/Regulatory changes 18%

Factory entrance/interference in market 16%

Other (please specify)

4. In the current environment, how important is Other Income (doc fees, factory cash)
to overall dealership profitability?

Substantially, they take us from near break-even to -
a profit ’
Marginally, they add to overall profits but are not

) 38%
relied upon

Inconsequently or no reliance 16%

Other (please specify) 5%

Completely, without them we lose money 2%
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5. In 2040, how do you believe your current service footprint will be relative to the
entire dealership?

About right, as increased vehicle quality will offset

. . . 52%
lower vehicle repair requirements

Too small, and we need to expand capacity 42%

Too large, we have too much unneeded capacity 4%

Other (please specify) 1%

6. When considering capex investments today, what areas of the store would be most
important when considering your 10-year business outlook?

Certain areas of the store would be larger. 56%

The same size.

Certain areas of the store would be smaller?

A substantially larger footprint. 8%

Other (please specify)

A substantially smaller footprint overall? 3%
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Dealership of the Future — ATA Proprietary Survey Comments

e OEMs need to deliver more finance solutions to address affordability. If not, maybe dealers
can create their own? Creative leases, balloon financing, etc.

e Multiple interviews mentioned affordability/income inequality as major challenges.

e Potential for dealers to deliver more fleet mobility solutions. These could include mobile
service enabled by better connected vehicle technology.

e Several interviews mentioned that it will be harder for independent used dealers to survive
as technology investments required to compete become more expensive. This should
create an opportunity for franchised dealers to further scale their investments by gaining
share in used vehicles.

e Family offices, hedge funds, and private equity were mentioned several times as leading
buyers of dealerships in the future.

o Some dealers expressed concern about OEMs controlling tradition and also subscription-
based revenue streams, forcing operators to adapt by improving the services offered and
finding new ways to add value beyond just selling cars.

e Some dealers expressed concern about over-the-air updates having a negative impact on
fixed operations (but acknowledging a likely positive impact on customer satisfaction).

e Dealers see some OEMs consolidating or disappearing in part given the increase of new
manufacturers, particularly in the EV space. New OEMs like Vinfast and BYD are going
to take market share, while Tesla and Rivian will continue to be major players.

e OEM supply chains will need to be more flexible and resilient, especially given the
disruptions seen during COVID, which will likely result in more localized production.

e Dealerships will need to evolve to keep up with the evolving consumer, citing younger
generations pushing for EVs and online buying platforms — dealers note the need for omni-
channel (physical buildings combined with online marketplaces) as key to blending digital
tools with real, hands-on interaction in the shopping experience.

o Affordability could impact demand for new cars, potentially shift to used vehicles and/or
fleets.
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e Growth in subscription services and autonomous vehicles will drive more people away
from traditional car ownership. Autonomous technologies may further democratize vehicle
utilization, resulting in substantial lift and vehicle miles traveled among AV fleets, so
dealers will need to think about how to capture that share.

o Dealer see increasing prevalence of “experience centers” used by Tesla, Polestar, and others
as a supplement to traditional full-service dealerships. OEMs will likely use this model to
create more immersive brand experiences.

o Attificial intelligence technologies will play a larger role in improving customer
interactions, improving lead generation, personalized recommendations, and generally
streamline the sales process. A.l. software can improve fixed operations efficiency,
especially regarding diagnostics and parts inventory management.

e Dealership staffing models will change requiring more “tech-savvy” individuals who
understand A.I. and digital tools while traditional roles will likely evolve into new positions
focused on delivery experiences and improving customer satisfaction during vehicle
ownership. A.I. will be an enabler not an eliminator of all dealership functions.

e Dealers see new opportunities coming for partnerships with outside logistics and IT
vendors with new technologies, rather than managing in-house but note the importance of
maintaining control over customer data and our core business processes.

o Independent service centers remain a key challenge and dealers need to do a better job of
keeping customers in service lanes beyond years 5-7 of ownership, remaining focused on
providing value, convenience, and expertise.

e Some see franchise laws changing and/or evolving as new business models emerge,
especially with the push for direct-to-consumer and subscription services. The waning

power of the NADA at the national and local levels is seen as a key risk in the years ahead.

e Lack of EV infrastructure will continue to limit EV demand and investments are not having
as meaningful an impact as expected.

e Hydrogen could become viable in the near future, especially for heavy-duty vehicles, but
will have difficulty surpassing existing EV share as infrastructure is a major challenge.
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Dealership Financial Statement — ATA Estimates (in 2025 dollars)

Disclaimer: The chart below is illustrative and conversational purposes with the intent of
identifying key directional changes to key franchise dealership income statement line items.

Average U.S. Dealership 2019 2025 2040
Total Revenue $50M $65M $80M
Gross Profit (% of GP):
- New vehicles 30% 25% 15%
- Used vehicles (retail) 25% 25% 25%
- Service 30% 35% 45%
- Parts 15% 15% 15%
Total Gross Profit (% of Rev) 10% 12% 13%
Key Operating Expenses (% GP):
- Personnel & Related (training, benefits, legal etc.) 45% 50% 35%
- Rent & Rent Related 9% 7% 11%
- Advertising 6% 4% 2%
- Net floorplan expense (net of credits) -% 3% -1%
Total Expenses (% of GP) 85% 92% 85%
Other Income (% of GP) 10% 15% 5%
Net Profit (% of GP) 25% 23% 20%
Memo: Net Profit (% of Rev.) 2.5% 2.8% 2.6%
Average Dealership
- New Units 700 775 1,000
- Used Units 350 550 1,000
- Used to New Ratio 0.50x 0.75x 1.00x
- F&I Penetration — Finance 77% 75% 77%
- F&I Penetration — Extended Service 39% 40% 45%
- New GPU $2,050 $2,400 $2,250
- Used GPU $960 $1,200 $1,500
- F&IPVR $1,250 $1,750 $2,500
- Total Net Profit per Unit (NPU) - New $536 $579 $390
- Total Net Profit per Unit (NPU) - Used $893 $815 $650
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Conclusions

e Dealership consolidation will accelerate as owners will require scale to offset margin
compression, rising operating costs and substantial facility investments.

o Franchise operators will need to embrace the notion of serving the customers when, where
and how they want, as they refine their use of technology to drive employee productivity.

e We believe more OEMs will compete in the U.S., to include both new brands offering
direct-to-consumer models and Chinese brands likely via a traditional franchise network,
both of which will complicate the supply/demand paradigm and place further stress on
existing OEM share and dealer franchise protections.

e Consumer affordability remains a critical risk to new vehicle demand, forcing dealers to
adapt by emphasizing used vehicles, finance & insurance and fixed operations businesses.

e There is a race to control (and keep protected) consumer data is among OEMs, franchise
operators, third party vendors and new market entrants, such as Carvana/Amazon that
could ultimately determine “who owns the customer relationship” and therefore the long-
term retailer profitability outlook.

o Franchise dealers must find a way to keep customers in service lanes beyond 5-7 years of
vehicle ownership and curb defection to the independent aftermarket service providers.
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Calls to Action

e Every dealer should be supporting their state association. Having a base of strong franchise
laws is like having a strong foundation for your house. With these in place, dealers can
made better decisions and more easily navigate future challenges.

e Stay in front of technology and meet your customers where they are. A.I. should be the
immediate focus for dealers to analyze both the opportunities they can leverage across all

aspects of operations and the threats to their current model.

e Be prepared for some brands potentially going away. Consider alternative uses for your
real estate. Consider moving out of weaker brands now and replacing with stronger brands.

e EV adoption will likely have a gradual impact on fixed operations. In the meantime,
dealers have an enormous opportunity to gain share from independent shops.

e Continue to staff with the best people possible. They will be best equipped to handle and
leverage new technologies that will improve results at your dealership.

Food for Thought / ATA Predictions

e What happens when Chinese brands arrive on U.S. shores?

e Having purchased several Stellantis dealerships in 2025, what is Carvana’s end game?
e Are younger generations causing (a) a sales crisis, (b) a talent crisis, or (c) both?

e Impact of the Agency Model (a.k.a. “one, OEM-determined price”)?

e What is the importance of customer data, who owns it and why does it matter?

e The shift in thinking to net profit per car rather than gross profit per car?
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