Automotive Industry
2Q:16 Total Recall

Earnings Review

2Q16 results better than the stock reactions would indicate
2Q16 US auto industry results were, on average, somewhat better than expected with
some noteworthy outliers (e.g. Ford). However the immediate stock reactions to
earnings results were negative, which illustrates the pervasive investor skepticism that
the US cycle is already at or nearing a peak. We recently revised down our forecasts for
US light vehicle sales, and now expect 17.7mm units sold in 2016, 17.9mm in 2017 and
a peak of 18.0mm in 2018. These estimates indicate a slowing growth pace for the next
couple of years before the next cyclical downturn.

Detroit divergence — automakers’ 2Q results are mixed

While GM and FCA posted strong 2Q results, driven by strength in North America and
EMEA, Ford’s results in NA and EMEA were a bit lighter than expected. In fact, many of
the “good guys” in GM’s results were “bad guys” in Ford’s, such as NA pricing and
financing income that were positives for GM but negatives for Ford. It should be noted
that we had re-racked our ratings among the three following 1Q, with a downgrade of F
(vs. maintaining Buy of GM) on relative valuation, as well as seasonal timing, as GM has
noted its earnings should accelerate through year-end, while Ford’s will likely fade as it
follows a more normal seasonal pattern and 2H:16 is weighed down by the SuperDuty
launch. We also downgraded FCAU from Neutral to Underperform, as it still remains
behind on a number of key metrics, most notably free cash flow and balance sheet
strength, making it a relatively risker investment at this point in the US cycle.

Suppliers beat across the board in 2Q

Suppliers continued to post strong results in 2Q16, with seven out of eight of the
suppliers in our coverage beating consensus expectations. Execution remained a key
theme in 2Q, as a number of suppliers drove impressive margins in the quarter, and an
easing of FX comps helped. Many suppliers reiterated or increased their 2016 financial
outlooks, which suggests the companies had realistically set expectations for
revenue/earnings growth, and may preclude them from downward revisions as some did
in 2015. We continue to expect well-positioned suppliers to grow faster than the market
and execute, which will continue to generate significant earnings and cash flow over the
next few years, ultimately driving shareholder value.

Dealers continue buying back stock as sales slip

The public auto dealers posted 2Q results that generally came in above low
expectations. Although top-line results were generally light and reflected a tepid retail
sales environment, vehicle gross profit per unit stabilized, which was encouraging.
Several dealers also repurchased large numbers of their own shares, supporting EPS
growth. This illustrates to us that management is confident in the long-term value of the
auto dealer business model.

BofA Merrill Lynch does and seeks to do business with issuers covered in its research reports. As a
result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making
their investment decision.
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Table 1: Ratings & price objectives

Current Current

Buy Rating  Price PO
ABG C-1-9 $57.53 $68
AN C-1-9 $49.99 $66
DLPH C-1-7 $66.26 $80
GM C-1-7 $30.80 $43
GPI C-1-7 $61.49 $85
KAR C-1-7 $40.81 $55
KMX C-1-9 $58.85 $70
MGA C-1-7 $39.92 $54
PAG C-1-7 $40.00 $51
RACE C-1-9 $46.88 $60
SAH C-1-7 $17.35 $24
Neutral

AXL C-2-9 $17.69 $20
BWA C-2-7 $33.26 $39
CPRT B-2-9 $51.00 $52
F C-2-7 $12.19 $14
LAD C-2-7 $84.23 $85
LEA C-2-7  $113.76 $145
MPG C-2-7 $15.72 $20
Underperform

CPS C-3-9 $90.48 $95
CRMT C-3-9 $34.78 $23
FCAU C-3-9 $6.75 $8
GNTX C-3-7 $17.70 $11
GPC A-3-7  $101.70 $92
TSLA C-3-9  $230.03 $155

Source: BofA Merrill Lynch Global Research
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2Q16 quick take on overall results

Auto industry financial results were solid relative to expectations, with all companies in
our coverage universe coming in above or in-line with expectations at worst. The table
below summarizes 2Q16 EPS results vs. our estimates and consensus.

Table 2: Earnings results summary

Earnings Actual BofAMLe Consensus % Beat (Miss) Actual YoY
Date 2Q16* 2Q16 2Q16 vs Consensus 2Q15 % A
OEMs
F 7/28/2016 0.52 0.55 0.60 -13% 0.53 2%
GM 7121/2016 0.45 0.37 0.43 5% 1.29 -65%
FCAU 7127/2016 1.26 0.95 0.99 27% 0.24 425%
RACE 8/2/2016 0.55 047 0.44 25% n/a nm
TSLA 8/3/2016 (1.06) (0.52) (0.34) nm (0.48) nm
Suppliers
AXL 7/29/2016 0.89 0.75 0.81 10% 0.75 19%
BWA 7/28/2016 0.84 0.80 0.82 2% 0.75 12%
CPS 7/28/2016 2.85 2.25 2.35 21% 2.22 28%
DLPH 8/3/2016 1.59 1.55 1.56 2% 1.34 19%
GNTX 712212016 0.30 0.29 0.29 3% 0.26 15%
LEA 7/28/2016 3.66 3.00 3.32 10% 2.82 30%
MGA 8/5/2016 1.41 1.30 1.34 5% 1.19 18%
MPG 8/4/2016 0.49 0.50 0.58 -16% 0.42 17%
Dealers
ABG 7/26/12016 1.65 1.65 1.65 0% 1.52 9%
AN 7/29/2016 1.08 1.10 1.04 4% 1.00 8%
GPI 7/28/2016 2.16 2.20 2.07 4% 1.98 9%
LAD 7/28/2016 1.96 2.00 1.93 2% 1.86 5%
PAG 7/28/2016 1.11 1.05 1.09 2% 1.04 7%
SAH 7/26/2016 0.50 0.52 0.50 0% 0.46 9%
Distribution
GPC 71192016 1.28 1.28 1.29 -1% 1.28 0%
KAR 8/2/2016 0.55 0.55 0.56 -2% 0.51 8%

Source: Company filings, Bloomberg, BofA Merrill Lynch Global Research
*FCAU & RACE EPSin EUR
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Global Auto Industry Snapshot

Chart 1: Global autos sales SAAR based on tracked sales (light vehicles)

Our global SAAR index has been gradually rising since May ‘10 to reach an all-time high of 96.3mm in Dec "15 after
averaging about 88mm units for much of 2015. In June 2016, the global SAAR increased by +1.1% to 92.0mm units.
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Table 3: IHS/CSM forecasts for 3Q:16 global LV production by region
IHS/CSM forecasts 3Q16 global product to growth 5.0% YoY, as of the latest forecast in July. Production growth in 2015
fluctuated, with YoY gains in 1Q/3Q, offset by declines in 2Q/4Q, although product has grown steadily so far this year.

3Q:15 IHS 3Q:16 Forecast
Actual Jun-16 Jul-16
Europe 4,806,515 4,879,880 4,804,244
YoY % Change 1.5% 0.0%
Greater China 4,910,756 5,683,545 5,708,271
YoY % Change 15.7% 16.2%
Japan/Korea 3,155,937 3,180,906 3,176,417
YoY % Change 0.8% 0.6%
Middle East/Africa 485,964 572,247 577,719
YoY % Change 17.8% 18.9%
North America 4,367,699 4,555,448 4,522,410
YoY % Change 4.3% 3.5%
South America 771,654 743,105 749,038
YoY % Change -3.7% -2.9%
South Asia 2,035,705 2,053,163 2,017,344
YoY % Change 0.9% -0.9%
Global 20,534,230 21,668,294 21,555,443
YoY % Change 5.5% 5.0%

Source: IHS/CSM

Chart 2: IHS/CSM forecast for 2Q:16 contribution to global LV production growth by region
The majority of global LV production growth in 3Q16 is expected to come from China, Japan/Korea and South Asia, with
small growth in North America, offset slightly by declines in South America and MidEast/Africa.
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US Auto Industry Snapshot
Chart 3: US seasonally adjusted annualized rate (SAAR)
New US light vehicle sales were about flat YoY in 2Q16 for a SAAR of 17.1mm, which was down from 17.3mm in
1Q16 and 17.4mm full-year sales in 2015, due to a particularly weak June SAAR of 16.7mm.
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Chart 4: NA light vehicle quarterly production YoY % change
NA production in 2Q16 was up 1.3% YoY, off of a +2.7% comparison from 2Q15. For full-year 2016, we are expecting
production growth to remain solid +2.4% YoY.

80% +

21Q =2Q m3Q =4Q
0% -

» o
3
=

|

40% A
60% -

Quarterly Production (YoY % Change)
8 g 8
SEES IS

-80% -

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016e

Source: Wards AutolnfoBank, BofA Merrill Lynch Global Research estimates

Chart 5: US light vehicle average incentives and average transaction prices
Average US industry transaction prices rose 2.4% YoY in 2Q16, while average incentives increased 10.9% YoY. On an
absolute basis, ATPs (+$765/vehicle in 2Q16) have increased despite modest incentive increases (+$305/vehicle YoY).
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Chart 6: Global quarterly light vehicle production & YoY % change

Global production is estimated to have picked up in 2Q16, to 2.4% YoV, versus 1.7% YoY production growth in 2015.
Improvement in Europe and China are combined with steady North America production are offsetting weakness in South
America and other international regions.
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Chart 7: Global autos stock performance (US, EU, Asia, and World auto price indices)

Global auto stocks are all down year-to-date, but US auto stocks have outperformed their counterparts. Although concern
over cycle timing in NA and slowing growth in China has weighed on sentiment, we still believe there are many attractive
investment opportunities across the US auto sector through 2016.
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Earnings revisions post 2Q reporting

Following the quarter’s results, we recently made a number of earnings estimate
revisions for the companies in our coverage universe as they reported, which are
summarized in Table 4 on pages 6-12. However, it should be noted that these revisions
already occurred during earnings reports.

Bankof America %%

Merrill Lynch Automotive Industry | 08 August 2016 5


http://research1.ml.com/C?q=2m9oH2O2alL2pQHqmsjIJQ
http://research1.ml.com/C?q=2m9oH2O2alL2pQHqmsjIJQ

9

910z 1sn8ny g0 | Ansnpu| aanowoIny

YOUAT [jHIa

2, Bou3wyjoyueg

Table 4: Estimate revision & 2Q:16 results summa

Automakers

Price Ratings

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

IComments

F

$1219  C-2-7

2.05 215 2.25

190 205 210

1.92 1.89 1.87

Ford reported 2Q16 EPS from cont. ops of $0.52, below our $0.55 estimate and the Bloomberg consensus of $0.60. On an
loperating basis, Europe was much stronger than expected, while other regions including North America, were all slightly below
lour forecasts. Specifically, Europe posted pretax profit of $467mm, which was well above our $176mm forecast, driven by
positive favorable mix, as well as continued cost reductions, which combined resulted in a record 2Q pretax margin of 5.8%
(BofAMLe 2.5%). North America pretax profit of $2.7bn was just below our estimate (BofAMLe $2.8bn), as higher incentives and
Takata airbag recall costs weighed on results that were otherwise solid. APAC posted a small loss of $(8)mm, which was below
lour estimate of $113mm due to higher costs associated with future growth. Ford Credit was also just below our estimate with
pretax profit of $385mm (BofAMLe $467mm), pressured somewhat by lower used car pricing at auction and slightly higher credit
losses. South America posted pretax loss of $(265)mm, which was in line with our forecast of $(270)mm. Ford largely reiterated
its 2016 outlook with some caveats. The highlights include pretax results equal to or greater than 2015 and Auto op cash flow
istrong, but below 2015’s $7.3bn level. However, Ford highlighted a number of risks that it will work to mitigate including: the
Super Duty launch in 3Q, higher raw material cost, forex headwinds, Brexit uncertainty, non-repeat of favorable items in 1H:16,
eaker auction values, and macro uncertainty It should be noted that, after fairly atypical earnings cadences in 2014 and 2015,
2016 results are expected to follow a more normal seasonal pattern, which, based on the 2H results, still implies FY2016 EPS in
the $2.00 range +/-. Following Ford’s lighter than expected results in 2Q, and risks highlighted in regard to the company’s 2016
loutlook, we lowered our 2016 EPS estimate from $2.05 to $1.90, 2017e from $2.15 to $2.05, and 2018e from $2.25 to $2.10, as
ell as our price objective from $15 to $14.

GM

$30.80 C-1-7

5.55 6.20

570 615 625

5.86 5.81 5.52

GM reported 2Q16 operating EPS of $1.86, above our $1.45 estimate and the Bloomberg consensus of $1.52. It should be
noted a lower than modeled tax rate (~24%) added slightly to EPS and may remain in the near-term due to R&D tax credits.
However, total adjusted EBIT $3.9bn was still a large material beat (BofAMLe $3.1bn). On an operating basis, North America
as much stronger than expected, while other regions were largely in line to slightly better than our forecasts. Specifically,
IGMNA EBIT of $3.6bn (BofAMLe $3.0bn) on a record 12.1% EBIT margin driven by positive volume and favorable price.
Europe printed $137mm versus our $(52)mm estimate, supported by volume, product launches, price and a continued focus on
lcost. International ops EBIT of $169mm (BofAMLe $310mm) was just below our estimate while GMSA EBIT loss of $(121)mm
(BofAMLe -$160mm) was slightly better. GM Financial EBIT of $266mm was just ahead of our $248mm forecast. GM generated
1$3.2bn of auto free cash flow in 2Q16, which was solid, although not too surprising given typical seasonality. GM raised its 2016
inancial outlook, specifically increasing its EPS range from $5.25-$5.75 to $5.50-$6.00 while the outlook for free cash flow
Eemains ~$6bn. This implies a EPS in 2H:16 in the $2.38-$2.88 range, which is down from $3.12 in 1H:16 and can be partially
xplained by an incremental Brexit hit of $400mm. GM has been fairly slow on its share repurchase program YTD, which
partially reflects the company managing around cash flow seasonality, but also opting (instead) to pre-fund its pension
(discretionary contributions of $2.0bn YTD). And while we view this tradeoff as a positive de-risking mechanism, we expect GM
ill start to ramp its buyback pace in 2H, particularly as the company is committed to completing its $5bn authorization by year-
lend ($1.2bn remaining). As a result of the 2Q beat and the increased 2016 financial outlook, we raised our 2016 EPS estimate
from $5.55 to $5.70, 2017e from $6.05 to $6.15, and 2018e from $6.20 to $6.25, as well as out price objective from $42 to $43.

FCAU

$6.75  C-3-9

1.40 1.85 2.35

155 190 240

1.41 1.73 1.97

FCA reported 2Q16 total company adjusted EBIT of €1.63bn, which was above our estimate of €1.58bn and the Bloomberg
consensus of €1.61bn. FCA also reported 2Q16 adjusted diluted earnings per share of €0.45, which was above our €0.37
lestimate and the Bloomberg consensus of €0.43. On an operating basis, the upside relative to our estimate was driven by
better-than-expected performance in North America and EMEA, while other segments were largely in line (Table 1). Specifically,
INAFTA EBIT of €1.37bn was above our €1.35bn estimate, driven by favorable mix/price and cost performance, which resulted
in a solid 7.9% margin (BofAMLe 7.7%). EMEA was also ahead of expectations, posting EBIT of €143mm (BofAMLe €113mm).
LATAM EBIT of €0mm (BofAMLe €0mm) was in line, as was APAC, with €42mm of EBIT versus our €38mm forecast. Maserati
EBIT of €36mm (BofAMLe €31mm) was a slight beat and the Components business was lighter than expected (EBIT of
€111mm vs. BofAMLe of €130mm). FCA raised its 2016 outlook, initially provided at 4Q15 reporting in February, which is

Inow more in line with our estimates. Highlights include: FY16 revenue of greater than €112bn (prior, €110bn+), EBIT of greater than
€5.5bn (prior €5.0bn+, and net income of greater than €2.0bn (prior €1.9bn+). The company also continues to forecast net industrial debt
lof below €5.0bn, which, at this point, still appears somewhat optimistic given a lack of free cash flow. Post 2Q, we raised our 2016 EPS
lestimate from €1.40 to €1.55, 2017e from €1.85 to €1.90, and 2018e from €2.35 to €2.40. However, we maintained our price objective of
1$8 and our Underperform rating, as the company is still behind GM and Ford from a fundamental position, particularly regarding cash
flow and balance sheet status.
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Table 4: Estimate revision & 2Q:16 results summa

Price Ratings

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

RACE

$46.88 C-1-9

1.95 2.30 2.60

195 230 260

1.85 2.07 2.18

RACE reported its 2Q16 adjusted results that were much better than our forecasts and particularly encouraging given ongoing
market volatility. Adjusted 2Q16 EPS of €0.55, was ahead of our estimate of €0.47 and the Bloomberg consensus of €0.44. The
beat was driven by a combination of higher volume, the benefits of the new 488 & F12tdf, and increased personalization.
Ferrari's 2Q16 revenue of €811mm came in above our forecast of €767mm, driven by better performance in all segments with
Cars & Spare Parts revenue of €589mm (vs. BofAMLe of €572mm), Engine revenue of €71mm (vs. BofAMLe €57mm), and
Sponsorship revenue of €117mm (vs. BofAMLe €111mm). Execution was solid, resulting in adjusted EBIT of €156mm, above
ur forecast of €135mm, and adjusted EBITDA of €217mm, also ahead of our forecast of €192mm. Ferrari reaffirmed its 2016
utlook, which may still be somewhat conservative, in light of the solid 1H results. Specifically, the company expects 2016
orldwide shipments of greater than 8,000 units (up from prior 7,900), net revenue of greater than or equal to €3.0bn, and
djusted EBITDA of greater than or equal to €800mm. The company also expects FY2016 net industrial debt of €730mm or
better, which is relatively consistent with our estimates. Based on management commentary during the conference call, it
ppears that company will may exceed these targets, but is not incorporating it into its guidance as of yet, which could provide
upside to Street estimates throughout the course of the year. We did not raise our EPS estimates or price objective post-2Q.

TSLA

$230.03 C-3-9

1.1 1.88 3.02

200 3.05

(053) 186 6.1

ITSLA reported 2Q EPS of $(1.06), below our estimate of $(0.52) and consensus of $(0.58). Adjusted gross margin of 21.6%

as light (BofAMLe 21.9%). TSLA reported free cash flow of break-even in 2Q. However, this includes Model 3 deposits
(~$373mm) that are a pull-forward of cash that may not ultimately be booked (deposits are refundable) and materially lower
than typical run-rate of capex (~$270mm lower). Adjusting for these items indicates a cash burn in 2Q in the range of
$(373)mm to $(643)mm. TSLA’s 2H16 delivery outlook of 50k units still appears aggressive, in our view, and indicates >70%
isequential and YoY growth for 2H deliveries. TSLA’s quarterly deliveries have come in below expectations, which the company
has attributed to “extreme production ramps” and an increasing number of units in transit. Therefore we remain cautious on
ITSLA'’s ability to meet its full year delivery and production targets. TSLA also reiterated its longer-term outlook of delivering 500k
/ehicles in 2018, which implies more than a doubling of volume every year from a base of just over 50k units delivered in 2015.

e view this outlook as very aggressive given the company’s history of production delays and the slow pace of EV adoption in
the US. Post 2Q, we updated our 2016 EPS estimate from $1.11 to $0.25. 2017e from $1.88 to $2.00 and $2018e frp, $3.02 to
1$3.05. These estimates do not yet include nay impact from the proposed merger with SolarCity, as the deal has not yet closed.
e maintained our price objective of $155.

Suppliers

AXL

$17.69 C-2-9

2.95 3.25 3.15

315 335 325

3.14 3.18 2.81

IAXL reported 2Q16 operating EPS of $0.89, well above our estimate of $0.75 and the Bloomberg consensus of $0.81. On an
loperating basis, revenue of $1.03bn came in ahead of our $991mm forecast, but it was significantly better-than-expected
lexecution that largely drove the beat versus our estimate. Specifically, gross margin of 18.7% (BofAMLe 16.5%) was
impressive, although SG&A as a % of sales of 7.8% (BofAMLe 7.1%) was higher than expected. This drove adjusted EBITDA of
1$164.8mm, which was ahead of our $147.6mm estimate, and a record EBITDA margin of 16.1%, well above our 14.9% estimate
land up 144bps YoY. AXL slightly updated its 2016 financial outlook, which is unsurprising in light of the strong 1H performance.
Specifically, the company raised its EBITDA margin outlook to 15.0%-15.5% (prior 14.5%-15.0%), but maintained its revenue
loutiook of $4.0bn, which now implies FY16 EBITDA of $600mm-$620mm. AXL also raised its 2016 free cash flow outlook to a
range of $140mm-$160mm (prior $120mm-$140mm). AXL ended 2Q16 with cash and equivalents of $388mm, and gross debt
lof $1.4bn, for a net debt position of roughly $1.0bn and net debt/EBITDA of about 1.7x. Notably, AXL repurchased 100k shares
in 2Q for a total of $1.5mm, after announcing a $100mm share repurchase authorization at 1Q reporting. In our view, AXL’s
capital allocation strategy appears balanced, with the focus remaining on organic growth and further de-levering of its balance
heet, as well as strategic M&A, and now opportunistic buybacks. Post 1Q, we raised our 2016 EPS estimate from $2.95 to
3.15, 2017e from $3.25 to $3.35, and 2018e from $3.15 to $3.25, but maintained our price objective of $20.

BWA

$33.26 C-2-7

3.20 3.60 3.85

325 365 390

3.25 3.56 3.86

BWA reported 2Q16 operating EPS of $0.84, above our estimate of $0.80 and the Bloomberg consensus of $0.82. On an
perating basis, the beat versus our forecasts was driven by better-than-expected execution, as revenue was a little bit light
ersus our forecasts. Specifically, revenue of $2.33bn was just below our $2.35bn forecast, increasing 14.6% YoY (+3.5% YoY
X. Remy and FX). Notwithstanding, gross margin at 21.3% was well above our 19.7% estimate, and combined with slightly

higher SG&A as a % of sales at 8.7% (BofAMLe 8.3%), drove a consolidated EBIT margin of 12.8%, above our 12.0% forecast.

BWA raised the lower end of the range of its previous 2016 financial outlook, including revenue growth to 13.7%-17.5%

inclusive of acquired revenue from Remy, (prior 13.2%-17.5%) and organic revenue growth to 3.0%-5.5% (prior 2.5%-5.5%).

BWA also expects a 2016 operating margin of “above 12%" and “above 13% ex. Remy” (both unchanged), and EPS of $3.16-
3.32 (prior $3.11-$3.32), which compares to our estimate and consensus of $3.25. BWA also provided a 3Q16 financial
utlook, including revenue growth of 13.0%-20.8% and EPS of $0.74-$0.81. We believe there may be potential for upside to

BWA's full-year outlook, as NA volumes remain solid and the positive mix shift toward trucks continues. Overall, 2Q was
ncouraging, especially in light of continued macro volatility, and we expect that recent acquisitions (i.e. Remy) and a continued
ocus on execution will offset macro headwinds in 2016 and beyond.
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Table 4: Estimate revision & 2Q:16 results summa

Price Ratings

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

Lomments

CPS

$90.48 C-3-9

9.00 9.50  10.25

10.00 10.50 11.00

10.02 1068 1219

CPS reported 2Q16 adjusted operating EPS of $2.85, well above our estimate of $2.25 and the Bloomberg consensus of $2.35.
On an operating basis, the beat versus our estimate was driven by better-than-expected revenue of $879.3mm (BofAMLe
$859.6mm), as well as solid execution. Specifically, gross margin of 19.6% was well above our 17.9% forecast, and combined
ith slightly higher SG&A as a % of sales at 10.5% (BofAMLe 9.7%), drove an operating margin of 8.6%, which was above our
7.7% forecast, and up 125bps YoY. In aggregate, this drove 2Q adjusted EBITDA of $108.5mm (BofAMLe $99.5mm) and
margin of 12.3%, which was above our 11.6% forecast. CPS segment performance was largely led by North America, posting
revenue growth of 1.6% YoY (BofAMLe +1.5%) and unadjusted segment margin of 13.1%, above our 12.4% forecast. AsiaPac

as lighter than expectations, with revenue growth of 3.9% YoY (BofAMLe +15%) and segment margin of 0.4% (BofAMLe
+2.0%). Europe was a little bit better than expected, posting revenue growth of 4.4% YoY (BofAMLe +5.5%) and a segment
margin of 0.2% (BofAMLe -1.0%), while South America posted a small loss. CPS raised its FY16 financial outlook, including:
FY16 revenue to $3.4bn-$3.43bn (prior $3.35bn-$3.4bn) and adjusted EBITDA margin to 12.0%-12.5% (prior 11.3%-11.8%).
This implies FY2016 adjusted EBITDA of about $408mm-$429mm (prior $379mm-$401mm). Following CPS’ strong 1Q
performance we raised our 2016 EPS estimate from $9.00 to $10.00, 2017e from $9.50 to $10.50, and 2018e from $10.25 to
1$11.00, as well as our price objective from $85 to $95, although we maintained our Underperform rating.

DLPH

$66.26  C-1-7

6.00 7.20 8.00

595 670 7.30

6.01 6.72 7.60

DLPH reported 2Q16 adjusted cont. ops. EPS of $1.59, ahead of our estimate of $1.55 and the Bloomberg consensus of $1.56.
It should be noted that GAAP EPS of $0.94 included a large amount of one-time items ($0.65/sh), most notably $154mm of
restructuring charges. On an operating basis, the beat in the quarter versus BofAMLe was driven by slightly better-than-
lexpected revenue of $4.21bn, up 9% YoY, and just ahead of our estimate of $4.16bn. We would note that, excluding the impact
lof FX and acquisitions/divestitures, total revenue increased 7% YoY, which was relatively encouraging, as it indicates DLPH’s
top-line growth may be starting to pick up, which many investors have been anticipating. Execution was also good in the
lquarter, and resulted in an operating margin of 13.7%, just above our forecast of 13.6%, and up 8bps YoY, which was solid
lgiven ongoing macro volatility (i.e. ramp/rehiring in China footprint, Brexit, etc.) and FX headwinds. We believe DLPH's strong
product portfolio, cost structure and global footprint will continue to drive even better results. DLPH lowered metrics of its 2016
loutlook, including revenue to $16.25bn-$16.45bn (prior $16.6bn-$17.0bn), operating income to $2.15bn-$$2.2bn (prior $2.2bn-
$2.3bn), and op margin to 13.2%-13.4% (prior 13.3%-13.6%). However, DLPH revised its 2016 EPS outlook to $5.95-$6.05
(prior $5.80-$6.10), likely reflecting higher share repurchases, which is a $0.05/sh increase at the midpoint from the prior range.
DLPH also now expects free cash flow of $1.1bn-$1.15bn (prior $1.2bn), which is net of $750mm-$800mm in capex (prior
$800mm). DLPH also initiated a 3Q16 outlook, including revenue of $3.925bn-$4bn, op income of $505mm-$525mm, op margin
lof 12.9%-13.1%, and EPS of $1.38-$1.44, which is below our estimate of $1.45 and consensus of $1.49. After the quarter, we
lowered our 2016 EPS estimate from $6.00 to $5.95, 2017e from $7.30 to $6.70, and 2018e from $8.00 to $7.30. We also
lowered our PO from $87 to $80.

GNTX

$17.70  C-3-7

1.15 1.20 1.25

120 125 127

1.20 1.31 1.46

GNTX reported 2Q16 cont. ops. EPS of $0.30, just ahead of our $0.29 estimate and the Bloomberg consensus of $0.29. The
beat versus our estimate was driven by better-than-expected shipment growth (+13% YoY), particularly for its interior mirrors,

hich drove solid operating leverage across the business. Specifically, total revenue of $424mm (BofAMLe $411mm) was
labove our forecast, as was gross margin of 39.4% (BofAMLe 38.7%). Combined with lower R&D as a % of sales at 5.4%
(BofAMLe 5.7%) and in line SG&A as a % of sales at 3.5%, this drove an operating margin of 30.4%, above our 29.4% forecast.
Auto revenue of $414mm (BofAMLe $401m) was above our forecast; however, revenue per unit (RPU) declined by 1.3% YoY to
1$44.72 (BofAMLe $44.65). And while GNTX has, in the past, attributed RPU degradation to outsized growth in exterior mirror
ishipments, which are priced lower than corporate average, interior mirror shipment growth in 2Q outstripped exterior, which (in
laddition to incremental content) should have had a positive impact on RPU. GNTX increased the lower end of its 2016 financial
loutlook, the net result of which implies FY16 EPS in the $1.19-$1.23 range (prior $1.14-$1.23). Highlights include: 2016 revenue
lof $1.68bn-$1.72bn (prior $1.64bn-$1.72bn), gross margin of 39.0%-39.5% (prior 38.5%-39.5%) and operating expenses (E,
R&D, SG&A) of $150mm-$158mm (prior $152mm-$160mm). Although 2Q was a relatively good quarter, we continue to believe
GNTX faces longer-term structural headwinds, namely the potential displacement of mirrors by rear camera displays. Post 2Q,

e slightly raised our 2016 EPS estimate from $1.15 to $1.20, 2017e from $1.20 to $1.25, and 2018e from $1.25 to $1.27, but
maintained our price objective of $11 and Underperform rating.
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Table 4: Estimate revision & 2Q:16 results summa

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

LEA

1225 1350 14.50

13.00 1425 1475

1322 1411 1435

LEA reported 2Q16 continuing operations EPS of $3.66, well above our estimate of $3.00 and the Bloomberg consensus of
3.32. Revenue increased 1.9% YoY to $4.72bn, which was slightly below $4.83bn forecast. Impressive execution drove the
perating beat versus our estimate. Specifically, a stellar gross margin of 11.9% was well above our 10.6% forecast, and

up132bps YoY, likely benefitting from a favorable mix and solid operating performance in the quarter, while SG&A as a % of
ales was a little higher than expected at 3.2% (BofAMLe 3.1%). Combined, this drove an operating margin of 8.4%, well above
ur 7.3% estimate, and up 115bps YoY. LEA increased its 2016 financial outlook, including revenue of $18.5bn-$18.8bn (prior
18.5bn- $19.0bn), core operating earnings of $1.45bn-$1.5bn (prior $1.4bn-$1.45bn), and net income of $935mm-$975mm
prior $900mm-$940mm). This outlook implies EPS in the ~$12.70-$13.25 range, including steady share repurchases ($12.00-
12.55 ex. share repurchases). LEA also expects FCF of about $900mm (prior $850mm). During the quarter, LEA repurchased
.3mm shares (~3% of shares outstanding) the recently expanded authorization. Notably, since the inception of its buyback

program in 2011, LEA has repurchased $2.8bn of common stock (~37% of shares outstanding) and returned over $365mm to
hareholders through dividends. Post 2Q, we raised our 2016 EPS estimate from $12.25 to $13.00, 2017e from $13.50 to
14.25, and 2018e from $14.50 to $14.75, but maintained our price objective of $145 and Neutral rating.

MGA

5.00 5.90 6.90

500 590 6.90

5.11 5.77 6.77

IMGA reported 2Q16 adjusted EPS from cont. ops. of $1.41, above our $1.30 estimate and the Bloomberg consensus of $1.34.
On an operating basis, the results were driven by better-than-expected revenue of $9.4bn (BofAMLe $8.9bn), up 16.1% YoY,
hich benefited from the Getrag acquisition. Execution was also good, which was encouraging, given ongoing operational
issues at certain North American plants. Adjusted EBIT of $789mm was above our $721mm expectation, and drove an EBIT
margin of 8.4%, ahead of our 8.1% forecast. MGA's EBIT benefitted from a gross margin of 14.8%, which was ahead of our
14.5% forecast and slightly better SG&A as a % of sales of 4.4% (BofAMLe 4.5%). MGA updated its 2016 financial outlook,
including full-year total production sales of $30.6bn-$31.9bn (prior $30.7bn-$32.0bn) and complete vehicle assembly sales of
2.0bn-$2.3bn (prior $1.9bn-$2.2bn), resulting in 2016 aggregate sales of $35.5bn-$37.2bn (prior $35.5bn-$37.2bn). Other
highlights of MGA'’s outlook include: 2016 operating margin of about 8% (previously in the “high 7% range”,), interest expense of
pproximately $90mm (prior $90mm), and a tax rate of 26% (prior 25%-26%,). Assuming share repurchases, this implies an
EPS range of roughly $5.15-$5.40 (prior $4.85-$5.40). We would note that MGA’s outlook is based on 2016 expected NA
production of 18.0mm and EU production of 21.4mm units, both of which are relatively in line with our forecasts. Following the
uarter we raised our EPS estimates for 2016 from $5.00 to $5.20, 2017e from $5.90 to $6.05 and 2018e from $6.90 to $7.05.
e also raised our price objective from $53 to $54.

MPG

1.75 2.10 2.30

175 210 230

1.80 1.99 2.24

MPG reported 2Q16 adjusted EBITDA of $135.2mm, which was below our $137.9mm estimate and the Bloomberg consensus

f $142.4mm. MPG's 2Q adjusted EPS of $0.49 was also just below our estimate of $0.50 and consensus of $0.58. We believe
investors should focus on adjusted EBITDA rather than adjusted EPS for MPG, as it reflects the excess D&A associated with
purchase accounting. On an operating basis, revenue of $728.4mm was just ahead of our $727.3mm forecast. Gross margin of
17.9% was just ahead of our 17.8% forecast, but higher adjusted SG&A as a % of sales, at 8.5% (BofAMLe 7.0%), resulted in

n operating margin of 9.3% (BofAMLe 10.8%) and drove the miss. Adjusted EBITDA margin of 18.6% was below our 19.0%
forecast. MPG reaffirmed its 2016 outlook, including: revenue of $2.75bn-$2.95bn, adjusted EBITDA of $500mm-$540mm,

hich implies an EBITDA margin in the 16.9%-19.6% range. MPG also expects capex of $190mm-$210mm to support its 2016-
2019 new business backlog. MPG raised its free cash flow outlook to $145mm from its previous outlook of $125mm. After the
lquarter, we maintained our EPS estimates and our price objective of $20.

Dealers

ABG

6.10 6.85 7.30

605 680 725

6.08 6.62 6.81

IAsbury reported 2Q:16 EPS from continuing operations of $1.65, in line with our estimate and consensus of $1.65. ABG's new
ehicle sales declined by 1.4% YoY on a same-store basis (BofAMLe +0.5%), on 4% lower same-store unit sales. Used vehicle
retail revenue declined 4.1% YoY on a same-store basis (BofAMLe +0.0%), on 5% lower unit sales YoY. Finance & insurance
fell by 1.7% on a same-store basis due to the lower unit volumes, although F&I per unit improved $42 YoY, to $1,436. Although
parts & service same-store sales grew 6.4%, the growth missed our bullish forecast of +7.5%. ABG's total gross margin of
16.4% was above our 16.2% forecast, with all segments posting in-line or better margins than expected. New vehicle gross
margin of 5.3% was above our estimate (BofAML 5.1%) and fell by just 17bps YoY from 5.5% in 2Q:15 (down just $3/vehicle
YoY to $1,844). Total used gross margin of 7.3% was above our 7.0% forecast and was up by 63bps YoY (+$138/vehicle YoY
to $1,774). P&S gross margin was in line with our forecast and was down 149bps YoY to 62.0% (BofAMLe 62.0%). On a same-
istore basis, front-end gross profit per unit retailed improved by about 3% YoY ($104/vehicle), to $3,245. ABG's SG&A as a % of
lgross profit reached 68.1%, in line with our 68.1% estimate, and up from 67.0% in 2Q:15. ABG repurchased $60mm of common
istock in 2Q16, offsetting the top-line weakness. Post 2Q, we lowered our 2016 EPS estimate from $6.10 to $6.05, 2017e from
1$3.85 to $6.80, and 2018e from $7.30 to $7.25, as well as our price objective from $70 to $68, but we maintained our Buy

rating.
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Table 4: Estimate revision & 2Q:16 results summa

Price Ratings

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

Lomments

AN

4.60 5.60 6.05

435 525 570

4.25 4.68 4.82

IAutoNation reported 2Q:16 EPS from continuing operations of $1.08, just below our estimate of $1.10 but above Bloomberg
lconsensus of $1.05. We would note that a lower share count contributed $0.03 of EPS upside versus our estimate. New vehicle
retail sales fell by 1.7% YoY on a same-store basis, slightly better than our estimate of -2.0%, on 4.5% lower unit sales. New

ehicle gross profit also continued to come under pressure, declining by $43/unit YoY on a same-store basis to $1,923. Used

ehicle same-store revenue declined by 1.4% YoY (BofAMLe +2.0%), on a 6.0% decline in retail used unit sales. Used vehicle
lgross profit per unit also declined YoY, by $150/unit to $1,548. AN continues to be hindered by two near-term issues: 1) the
istop-sale of vehicles associated with the Takata airbag recall, and 2) AutoNation’s policy of not retailing any vehicles with an
lopen recall. Parts & Service revenue grew by 2.2% YoY on a same-store basis, and P&S gross margin was about flat YoY.
However, Finance & Insurance same-store sales missed our estimate, declining by 1.0% YoY, despite improvement in F&I per

ehicle to $1,602 from $1,536 in 2Q15. While the recent compression of vehicle gross margins is a point of concern for
investors, we believe that dealers are effectively managing the other segments of the business to at least partially offset
pressure on the front end. Post 2Q, we lowered our 2016 EPS estimate from $4.70 to $4.65, 2017e from $5.60 to $5.25, and
2018e from $6.05 to $5.70, as well as our price objective from §70 to $66, but maintained our Buy rating.

GPI

7.90 8.70 9.50

770 850 930

7.50 8.09 8.29

Group 1 reported adjusted 2Q:16 EPS from continuing operations of $2.16, just below our estimate of $2.20, but above the
Bloomberg consensus of $2.09. GPI's UK operations grew by 51.8%, largely driven by acquisition revenue, while US sales fell
by 3.5% YoY and Brazil fell by 18.0% YoY. New vehicle retail sales declined by 5.2% on a same-store basis and fell short of our
lestimate of -1.0% YoY growth, although new vehicle gross profit per unit (GPU) improved by $185 YoY. Used vehicle sales fell
1.2% on a same-store basis, coming in well below our estimate of +3.9%, and Used GPU remained flat YoY. The improvement
in GPU after recent quarters of YoY declines is encouraging and demonstrates that management's focus on GPU is starting to
make headway. Parts & Service was a bright spot in the quarter, growing by 3.3% YoY on a same-store basis. P&S gross
margin of 53.8% was better than expected and helped drive GP!I's total company gross margin to 14.7% in 2Q (BofAMLe
14.3%). Finance & Insurance revenue fell 1.0% YoY, below our estimate (BofAMLe +1.0%), but F&I per vehicle retailed
improved by $23 YoY, to $1,404. While the new vehicle sales cycle seems to garner the most investor attention for the public
lauto dealer groups’ quarterly results, the more defensive profit streams (P&S) are significantly larger contributors to earnings
igrowth. In 2Q, adjusted SG&A as a % of gross profit was 75.3%, worse than our forecast of 71.7% and up 391bps from 71.4%
in 2Q:15. Post 2Q, we lowered our 2016 EPS estimate from $7.90 to $7.70, 2017e from $8.70 to $8.50, and 2018e from $9.50
to $9.30, as well as our price objective from $87 to $85, but maintained our Buy rating.

LAD

7.65 8.30 8.70

760 830 870

7.63 8.25 8.74

Lithia reported adjusted 2Q:16 EPS from continuing operations of $1.96, above the company’s outlook of $1.86-$1.90 and
lconsensus of $1.93 but just below our estimate of $2.00. Overall 2Q:16 same-store revenue was better than our forecast,
coming in at +3.8% YoY (BofAMLe +2.8%). Same-store new vehicle retail sales improved by 2.3% YoY while used vehicle retail
revenue improved 10.2% YoY, above our estimate (BofAMLe +5.0%). Finance & Insurance same-store sales grew 8.8%, above
lour forecast (BofAMLe +7.5%), with F&I per vehicle growing 4.9% YoY ($60/vehicle) to $1,273/unit. Parts & Service continued
its strong growth trend, improving 7.4% YoY, above our estimate (BofAMLe +6.5%). New gross margin of 6.0% was above our
forecast (BofAMLe +5.9%) and gross profit per unit improved 2.0% YoY on a same-store basis. However, used retail gross
margin of 12.1% was below our forecast (BofAMLe +12.5%) and GPU declined 4.4% YoY on a same-store basis. P&S gross
margin of 48.7% was slightly below our forecast (BofAMLe +49.0%). LAD's total front-end gross profit per unit retailed improved
1.3% YoY on a same-store basis. Lithia updated its outlook for 2016 EPS to a range of $7.50-$7.65 (prior $7.30-$7.50). LAD’s
loutlook assumes total new vehicle sales growth of 3.5% (prior +4.5%), with new vehicle gross margin of 5.9%-6.1% (prior 5.8%-
6.0%). For used vehicle sales, LAD expects total sales growth of 9.5% and gross margin of 11.9%-12.1% (prior 11.8-12.0%) in
2016. LAD also expects P&S to grow 7.5% and average a gross margin of 48.8%-49.0% in 2016. F&l is expected to be $1,270-
$1,290/vehicle in 2016. Post 2Q, we largely maintained our forward estimates and PO of $85.

PAG

$49.99 C-1-9
$61.49 C-1-7
$84.23  C-2-7
$40.00 C-1-7

3.80 4.35 4.65

380 460 490

3.89 4.20 4.28

Penske Auto Group reported 2Q16 EPS from continuing operations of $1.11, above our estimate of $1.05 and consensus of
1$1.09. 2Q:16 same-store revenue growth for new and used vehicles fell below our estimates, partially hindered by foreign
lexchange. PAG’s new vehicle retail same-store sales fell by 0.4% YoY, below our estimate of +1.0%. Used vehicle retail
improved by 0.2%, but also missed our forecast of 4.0%. Gross profit per unit (GPU) improved by $100/unit YoY for new
/ehicles and fell by $85/unit YoY for used vehicles, which was relatively encouraging, given recent quarters of significant
ideclines in GPU. Parts & Service same-store sales growth of 3.4% was below our estimate of +5.0%, while Finance &
Insurance growth of 1.6% was also below our estimate of 4.0. Despite somewhat tepid gross profit growth, SG&A as a % of
lgross profit of 75.5% was about in line with our estimate of 75.4% and down 8bps from the 75.6% in 2Q15. We believe that
PAG's cost-control efforts are finally flowing to the bottom line and will improve in coming quarters, which should present an
lopportunity for further earnings leverage, as the company continues to grow gross profit. At 2Q reporting, PAG also announced
that it increased its stake in Penske Truck Leasing (PTL), which it estimates will be accretive to earnings by about $0.25
nnually. As a result, we raised our 2017 EPS estimate from $4.35 to $4.60 and 2018e from $4.65 to $4.90, as well as our price
bjective from $48 to $51.
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Table 4: Estimate revision & 2Q:16 results summa

Price Ratings

Pre-2Q:16 BofAMLe
2016E 2017E 2018E

Current BofAMLe
2016E 2017E 2018E

Consensus
2016E 2017E 2018E

Lomments

215 240 2.60

210 235 255

2.10 2.31 2.41

SAH reported 2Q16 EPS from continuing operations of $0.50, below our estimate of $0.52, but in line with consensus of $0.50.
2Q:16 same-store sales growth was weaker than our forecasts for all vehicle segments, particularly Used. SAH’s new vehicle
retail sales improved just 0.3% YoY on a same-store basis, below our estimate of +0.5%. Total used vehicle revenue declined
4.2% YoY on a same-store basis (BofAMLe +1.6%). Parts & service same-store sales growth of +3.0% YoY was also lighter
than expected (BofAMLe +6.0%), as was finance & insurance growth of +2.9%, (BofAMLe +5.0%). SAH’s total gross margin of
14.8% was just below our forecast of 15.0%, with weaker used vehicle and P&S gross margin offset by favorable gross profit
mix toward high-margin P&S and F&I. New vehicle gross margin of 5.1% was above our expectation (BofAMLe 4.9%) and
improved 11bps YoY, from 5.0% in 2Q:15. It should be noted that gross profit $ per unit improved 5.0% YoY on a same-store
basis ($93/unit) to $1,950, which was encouraging. Used retail gross margin of 5.9% was below our estimate of 6.2% and GPU
declined 6.0% YoY ($81/unit) to $1,262. P&S had 130bps of gross-margin contraction YoY, reaching 47.9%. Sonic narrowed its
2016 EPS outlook toward the lower end of its previous range and now expects 2016 EPS of $2.07-$2.12 (previously $2.07-
1$2.17). This range includes net losses from EchoPark, which has contributed $0.09 of EPS headwind in 1H:16. Sonic also
provided explicit quarterly estimates for 3Q ($0.52-$0.54) and 4Q ($0.66-$0.69). Following the weaker-than-expected quarter,
e lowered our 2016 EPS estimate from $2.15 to $2.10, 2017e from $2.40 to $2.35, and 2018e from $2.60 to $2.55, as well as
lout price objective from $25 to $24.

4.70 5.10 5.65

470 510 565

473 5.1 5.39

GPC reported 2Q16 EPS of $1.28, in line with our estimate of $1.28 and just below Bloomberg consensus of $1.29. Revenue
declined 1.0% YoY and was below than our estimate due to worse declines in the Automotive and Electrical/Electronics
lsegments than expected, offset by somewhat better Office Products results. Gross margin for the overall company was about in
line, with higher Auto and Industrial offset by lower Office and Electrical margins. A lower tax rate than expected contributed
1$0.02 in EPS versus our estimates. Foreign exchange continued to pressure results as expected, causing a 1% revenue
headwind. Auto segment revenue declined 0.7% YoY to $2.09bn (BofAMLe $2.14bn), including a 1.5% negative currency
impact and 1% decline in underlying sales, which offset a 2% benefit from acquisitions. Auto op. profit of $204mm (BofAMLe
$203mm) was right in line as op. margin declined slightly YoY to 9.7%. Industrial segment revenue fell 1.7% YoY to $1.17bn
(BofAMLe $1.16bn) and op. profit of $88mm (BofAMLe $86mm) generated an op margin of 7.6%, about flat YoY. Core sales in
the Industrial group were down 3% due to challenging global economic conditions. Office Products revenue improved 0.8% YoY
to $482mm (BofAMLe $454mm), with op. profit of $33mm (BofAMLe $33mm). GPC’s Electrical Group revenues declined 5.2%
'YoY to $185mm (BofAMLe $198mm), with op. profit of $16mm coming in below our $19mm estimate. GPC updated its 2016
Enancial outlook, which still appears about in line with our estimates and consensus. GPC expects 2016 total revenue to be up

bout 1-2% YoY, and 2016 EPS of $4.70-$4.75 (previous outlook $4.70-$4.80). Post 2Q, we maintained our forward estimates
nd price objective of $92.

SAH $17.35
Distribution

GPC $101.70  A-3-7
KAR $40.81

2.10 2.50 2.75

210 250 275

2.1 2.38 248

KAR Auction Services reported 2Q16 operating adjusted net income per share of $0.55, in line with our estimate of $0.55 and
just below Bloomberg consensus of $0.56. Adjusted EBITDA of $197mm came in above our estimate of $192mm and
onsensus of $193m. It should be noted that the weaker Canadian dollar negatively impacted revenue by $4.3mm, adj. EBITDA
by $1.8mm, and adj. EPS by $0.01. KAR Auction Services reported 2Q16 operating adjusted net income per share of $0.55, in
line with our estimate of $0.55 and just below Bloomberg consensus of $0.56. Adjusted EBITDA of $197mm came in above our
stimate of $192mm and consensus of $193m. It should be noted that the weaker Canadian dollar negatively impacted revenue
by $4.3mm, adj. EBITDA by $1.8mm, and adj. EPS by $0.01. Post-2Q we maintained our EPS estimates and our price objective
f $55.

Source: Company filings, Bloomberg, BofA Merrill Lynch Global Research estimates

*FCAU & RACE EPS in EUR




Exhibit 1: Valuation Summary

Upside/
Ticker Company Name downside Basi
F Ford Motor Co 14.8% 7x our 2017 EPS, atthe lower end of the historical range given later stages of US cycle; implies ~2.5x EV/EBITDA
GM General Motors 39.6% 7x our 2017 EPS, atthe lower end of the historical range given later stages of US cycle; implies ~3.5x EV/EBITDA
FCAU Fiat Chrysler Automobiles N.V. C-3-9 18.5% 4x our 2017 EPS; implies ~1.5x EV/EBITDA, a discount to the valuaton multiples we use for Ford and GM
RACE Ferrari C-1-9 28.0% 3.5x 2017 EVi/Sales, roughly in-line with luxury comps; implies ~15x EV/EBITDA & ~34x PIE
TSLA Tesla Motors C-3-9 $155.00 -32.6% Average of 2017 EV/Sales and EV/EBITDA of comparable tech companies
AXL American Axle & Manufacturing Holdings Inc. C-29 $20.00 13.1% 6x our 2017 EPS, at e lower end of the historical range given later states of US cycle; implies ~4x EV/EBITDA
BWA BorgWarner Inc. C-2-7 $39.00 17.3% 11x our 2017 EPS, lower than the historical range given a maturing growth profile; implies ~6.5x EV/EBITDA
CPS Cooper Standard Holdings C-3-9 $95.00 5.0% 9x our 2017 EPS; implies ~4.5x EV/EBITDA, a discount o the valuation muliples we use for CPS' peer group
DLPH Delphi Aubmotive PLC. C1-7 $80.00 20.7% 12x our 2017 EPS, a premium bo supplier average given above-average growth prospects; implies ~8x EV/EBITDA
GNTX Gentex Corp C37 $11.00 -37.9% 9x our 2017 EPS, lower han the company's historical range given below-average growth prospects
LEA Lear Corp. c27 $145.00 275% 11x our 2017 EPS, siight premium b the supplier average given rack record of executon; implies ~6x EV/EBITDA
MGA Magna International Inc. C1-7 $54.00 35.3% 9x our 2017 EPS, atthe lower end of the historical range given later stages of US cycle; implies ~5.5x EV/EBITDA
MPG Metaldyne Performance Group c27 $20.00 27.2% 9x our 2017 EPS, consisient it the current rading range of MPG's peer group; implies ~5x EV/EBITDA
ABG Asbury Automoive Group, Inc. $68.00 18.2% 10x our 2017 EPS, atthe lower end of e company's hisiorical range given later stages of US cycle
AN AuboNation, Inc. $66.00 32.0% 12.5% our 2017 EPS, a slight premium b the dealer average given greater liquidity & size
GPI Group 1 Automotive Inc $85.00 38.2% 10x our 2017 EPS, a discount fo the historical dealer range given later stages of US cycle
LAD Lithia Motors Inc -CL A $85.00 0.9% 10x our 2017 EPS, atthe lower end of the company's historical range given later stages of US cycle
PAG Penske Automofive Group $51.00 21.5% 11x our 2017 EPS, a discount fo the historical dealer range given later stages of US cycle
SAH Sonic Automofive Inc $24.00 38.3% 10x our 2017 EPS, a discount fo the historical dealer range given later stages of US cycle
CRMT America's Car-Mart, Inc. $23.00 -33.9% ~10x our FY2018 EPS, atte lower end of he company's historical range given challenged business dynamics
KMX CarMax, Inc. $70.00 18.9% ~20x our FY2018 EPS, a slight discount to the middle of the company's historical range
CPRT Copart, Inc. $52.00 2.0% 22x our FY2017 EPS; implies an EV/EBITDA of 12x
GPC Genuine Parts Co $92.00 -9.5% 18x our 2017 EPS, around the historical average; implies 10.5x EV/EBITDA
KAR KAR Aucfion Services, Inc. $55.00 34.8% 11x adj. EV/EBITDA on our 2017 esfimates, due fo purchase accounting treatment
Ticker ompany Name 2009 2010 2011 2012 2013 2014 2015 2016e 2017e 2018e
F Ford Motor Co nm 8.8x 6.5x 7.9x 8.3x 11.6x 7.3x 6.4x 5.9x 5.8x
GM General Motors nm 11.9x 5.2x 8.9x 12.9x 11.5x 6.8x 5.4x 5.0x 4.9x
FCAU Fiat Chrysler Automobiles N.V. nm nm 12.0x 16.5x nm 10.6x 7.6x 3.8x 3.1x 2.5¢
RACE Ferrari nm nm nm nm nm m 27.9x 21.2x 18.0x 15.9x
TSLA Tesla Motors nm nm nm nm nm nm nm 920.1x 115.0x 75.4x
(OEM Average ex. RACE & TSLA nm 10.3x 7.9x MAx 10.6x 1.2 7.2x 5.2x 47x 4.4x
AXL American Axle & Manufacturing Holdings Inc. nm 82x 4.7x 9.3x 11.8x 9.8x 6.6x 5.6x 5.3x 5.4x
BWA BorgWarner Inc. nm 23.8x 14.5x 14.3x 19.3x 16.9x 14.2x 10.2x 9.1x 8.5x
CPS Cooper Standard Holdings nm nm 8.8x 9.2x 21.9x 12.0x 8.5x 9.0x 8.6x 8.2x
DLPH Delphi Aubmotive PLC nm nm 8.1x 10.0x 13.7x 14.7x 16.5x 111 9.9x 9.1x
GNTX Gentex Corp 38.6x 30.2x 26.0x 15.7x 21.4x 19.0x 15.0x 14.8x 14.2x 13.9x
LEA Lear Corp. nm 11.2x 7.5x 8.5x 13.7x 12.0x 11.3x 8.8x 8.0x 7.7
MGA Magna International Inc. nm 11.9x T4x 9.3x 11.8x 12.0x 9.0x 7.7x 6.6x 5.7x
MPG Metaldyne Performance Group nm nm nm nm nm 8.6x 9.1x 9.0x 7.5x 6.8x
Supplier Average nm 13.8x 8.4x 10.3x 14.1x 12.3x 1.4 8.7x 7.7x 7.2x
ABG Asbury Automotive Group, Inc. 13.6x 13.1x 12.2x 12.1x 15.2x 17.4x 12.1x 9.5x 8.5x 7.9x
AN AutoNafion, Inc. 16.7x 18.1x 19.0x 16.6x 16.7x 17.3x 16.0x 11.5x 9.5x 8.8x
GPI Group 1 Automotive Inc 15.8x 16.2x 14.3x 13.7x 14.3x 15.3x 11.0x 8.0x 7.2x 6.6x
LAD Lithia Motors Inc -CL A 14.9x 15.5x 11.2x 12.6x 17.4x 17.0x 16.2x 1.1 10.1x 9.7x
PAG Penske Automofive Group 17.4x 13.0x 10.7x 13.4x 17.1x 15.2x 11.5x 10.5x 8.7x 8.2x
SAH Sonic Automofive Inc 12.8x 13.4x 10.4x 12.1x 12.1x 14.2x 11.6x 8.3x 74x 6.8x
CRMT America's Car-Mart, Inc. 11.6x 10.5x 12.1x 12.1x 15.2x 16.4x 20.1x 15.1x 10.4x 9.3x
KMX CarMax, Inc. 19.1x 19.3x 17.0x 20.1x 21.8x 25.0x 17.6x 17.8x 16.8x 15.1x
Dealer Average 15.2x 14.9x 13.0x 13.3x 15.5x 16.1x 12.7x 9.8x 8.6x 8.0x
CPRT Copart, Inc. 21.6x 21.0x 22.0x 20.6x 25.3x 24.7x 23.2x 24.3x 21.7x 19.6x
GPC Genuine Parts Co 15.2x 17.1x 17.1x 15.7x 19.9x 23.1x 18.6x 21.6x 19.9x 18.0x
KAR KAR Aucion Services, Inc. nm 29.4x 11.5x 18.9x 24.6x 19.1x 20.1x 19.4x 16.3x 14.8x
Distribution Average 18.4x 22.5x 16.9x 18.4x 23.3x 22.3x 20.6x 21.8x 19.3x 17.5x
Ticker Company Name 2009 2010 2011 2012 2013 2014 2015 2016e 2017e 2018e
F Ford Motor Co 7.6x 5.2x 3.4x 4.1x 8.8x 4.5x 2.8x 2.3x 1.8x 1.4x
GM General Motors nm 4.9x 24x 3.3x 4.0x 4.5x 3.6x 2.7x 2.3x 2.1x
FCAU Fiat Chrysler Automobiles N.V. nm nm 2.8x 2.4x 2.8x 24x 2.1x 1.6x 1.4x 1.0x
RACE Ferrari nm nm m nm nm nm 12.1x 10.4x 9.1x 8.7x
TSLA Tesla Motors nm 8.0x nm nm 93.2x 115.0x 193.9x 62.9x 43.9x 33.4x
‘OEM Average ex. RACE & TSLA 76x 5.0x 2.9x 3.3x 5.2x 3.8x 2.8x 2.2x 1.8x 1.5x
AXL American Axle & Manufacturing Holdings Inc. 33.4x 6.9x 6.4x 8.0x 8.2x 6.6x 5.6x 4.7x 4.4x 3.9x
BWA BorgWarner Inc. 14.3x 124x 8.5x 7.8x 10.1x 8.8x 8.1x 5.7x 5.3x 5.0x
CPS Cooper Standard Holdings nm nm 24x 3.1x 4.4x 5.0x 5.0x 4.7x 4.6x 3.8x
DLPH Delphi Auomotive PLC nm nm 4.9x 6.8x 87x 10.0x 11.6x 76x 6.5x 5.6x
GNTX Gentex Corp 15.7x 16.2x 14.1x 7.8x 12.8x 10.6x 8.1x 76x 7.0x 6.5x
LEA Lear Corp. 13.3x 52x 34x 4.0x 6.4x 6.5x 6.3x 4.8x 4.5x 3.8x
MGA Magna International Inc. 8.5x 5.5x 3.5x 4.4x 57x 6.7x 5.0x 4.8x 42x 3.8x
MPG Metaldyne Performance Group nm nm nm nm nm 5.7x 5.5x 4.7x 4.4x 4.0x
Supplier Average 17.4x 7.5 5.3x 6.2x 7.8x 7.4x 7.0x 54x 49x 44x
ABG Asbury Automotive Group, Inc. 77x 9.0x 6.4x 7.9 9.3x 10.7x 8.8x 7.3x 6.2x 5.8x
AN AutoNaton, Inc. 9.4x 10.7x 11.4x 10.1x 10.0x 10.6x 9.5x 7.8x 6.3x 5.9x
GPI Group 1 Automotive Inc 9.0x 9.4x 8.6x 8.5¢ 9.0x 10.0x 8.3x 6.7x 5.7x 5.3x
LAD Lithia Motors Inc -CL A 8.2x 9.1x 7.5x 8.0x 10.3x 11.3x 9.4x 7.0x 6.2x 5.7x
PAG Penske Automofive Group 11.6x 9.5x 8.7x 9.8x 1.7x 11.1x 8.7x 8.1x 6.9x 6.1x
SAH Sonic Automofive Inc 6.0x FALS 6.1x 7.1x 7.4x 8.0x 6.9x 5.8x 5.0x 4.8x
CRMT America's Car-Mart, Inc. 7.5¢ 6.9x 8.3x 8.6x 10.3x 10.9x 12.8x 10.4x 7.7x 7.0x
KMX CarMax, Inc. 10.4x 10.5x 8.8x 10.3x 1.1 13.9x 10.2x 9.8x 9.2x 8.4x
Dealer Average 8.7x 9.2x 8.1x 8.6x 9.6x 10.3x 8.6x 7Ax 6.0x 5.6x
CPRT Copart, Inc. 10.7x 10.2x 12.5x 12.0x 14.2x 13.5x 12.9x 13.8x 12.1x 11.0x
GPC Genuine Parts Co 8.2x 9.2x 9.6x 9.0x 11.6x 13.2x 10.5x 12.2x 11.3x 10.3x
KAR KAR Auction Services, Inc. nm 7.6x 6.8x 8.6x 9.3x 10.3x 10.9x 9.6x 8.4x 7.6x
Distribution Average 9.4x 9.0x 9.6x 9.9x 1.7x 124x 114x 1.9x 10.6x 9.7x

Source: Company data, Bloomberg, BofA Merrill Lynch Global Research estimates
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Exhibit 2: Valuation Summary

Ticker Company Name 2009 2010 2011 2012 2013 2014 20 2016e 2017e 2018e
F Ford Motor Co §10.00 $16.79 §10.76 §12.95 §15.43 $15.50 $14.09 §12.19 §12.19 §12.19
GM General Motors nm $36.86 $20.27 $28.83 $40.87 $34.91 $34.01 $30.80 $30.80 $30.80
FCAU Fiat Chrysler Automobiles N.V. nm nm nm nm nm $7.61 $9.19 $6.75 $6.75 $6.75
RACE Ferrari nm nm nm nm nm nm $48.00 $46.88 $46.88 $46.88
TSLA Tesla Motors nm $26.63 $28.56 $33.87 $150.43 $222.41 $240.01 $230.03 $230.03 $230.03
AXL American Axle & Manufacturing Holdings Inc. $8.02 $12.86 $9.89 $11.20 $20.45 $22.59 $18.94 $17.69 $17.69 $17.69
BWA BorgWarner Inc. $16.61 $36.18 §31.87 $35.81 $55.91 §54.95 $43.23 $33.26 $33.26 $33.26
CPS Cooper Standard Holdings nm $45.00 $34.50 $38.00 $49.11 $57.88 $77.59 $90.48 $90.48 $90.48
DLPH Delphi Automotive PLC nm nm $21.54 $38.25 $60.13 $72.72 $85.73 $66.26 $66.26 $66.26
GNTX Gentex Corp $8.87 $14.78 $14.80 $9.43 $16.49 $18.07 $16.01 $17.70 $17.70 $17.70
LEA Lear Corp. $33.82 $49.36 $39.80 $46.84 $80.97 $98.08 $122.83 §113.76 $113.76 §113.76
MGA Magna International Inc. $12.65 $26.00 $16.66 $25.01 $41.03 $54.35 $40.56 $39.92 $39.92 $39.92
MPG Metaldyne Performance Group nm nm nm nm nm $17.36 $18.34 §16.72 §16.72 $16.72
ABG Asbury Automotive Group, Inc. $11.53 $18.48 $21.56 $32.03 $53.74 $75.92 $67.44 $57.53 $57.53 $57.53
AN AutoNafion, Inc. $19.15 $28.20 $36.87 $39.70 $49.69 $60.41 §59.66 $49.99 $49.99 $49.99
GPI Group 1 Automotive Inc $28.35 $41.76 $51.80 $61.99 $71.02 $89.62 $75.70 $61.49 $61.49 $61.49
LAD Lithia Motors Inc -CL A $8.22 $14.29 $21.86 $37.42 $69.42 $86.69 $106.67 $84.23 $84.23 $84.23
PAG Penske Automofive Group §15.18 §17.42 §19.25 §30.09 $47.16 $49.07 $42.34 $40.00 $40.00 $40.00
SAH Sonic Automotive Inc $10.39 $13.24 $14.81 $20.89 $24.48 $27.04 $22.76 $17.35 $17.35 $17.35
CRMT America's Car-Mart, Inc. $26.33 $27.08 $39.18 $40.52 $42.23 $53.38 $26.69 $34.78 $34.78 $34.78
KMX CarMax, Inc. $24.25 §31.88 §30.48 §37.54 $47.02 $66.58 §53.97 §58.85 §58.85 §58.85
CPRT Copart, Inc. $18.16 $18.68 $23.95 $29.50 $36.65 $36.49 $38.01 $51.00 $51.00 $51.00
GPC Genuine Parts Co §37.96 §51.34 $61.20 $63.58 §83.19 $106.57 §85.89 $101.70 $101.70 $101.70
KAR KAR Auction Services, Inc. nm $13.80 $13.50 $20.24 $29.55 $34.65 $37.03 $40.81 $40.81 $40.81

Ticker Company Name 2009 2010 2011 2012 2013 2014 20 2016e 2017e 2018e
F Ford Motor Co $0.01 $1.91 $1.65 $1.63 $1.86 $1.34 $1.93 $1.90 $2.05 $2.10
GM General Motors nm $3.11 $3.90 $3.23 $3.16 $3.03 $5.02 $5.70 $6.15 $6.25
FCAU Fiat Chrysler Automobiles N.V. nm nm €029 €023 (€0.08) €060 €1.12 €155 €1.90 €240
RACE Ferrari nm nm nm nm nm €1.38 €1.52 €1.95 €230 €260
TSLA Tesla Motors nm ($2.53) ($2.21) (83.21) $0.78 $0.15 ($2.30) $0.25 $2.00 $3.05
AXL American Axle & Manufacturing Holdings Inc. ($2.09) $1.57 $2.11 $1.21 $1.73 $2.31 $2.88 $3.15 $3.35 $3.25
BWA BorgWarner Inc. $0.20 $1.52 $2.20 $2.50 $2.89 $3.25 $3.04 $3.25 $3.65 $3.90
CPS Cooper Standard Holdings nm nm $3.93 $4.14 $2.24 $4.81 $9.16 $10.00 $10.50 $11.00
DLPH Delphi Automotive PLC nm nm $2.66 $3.84 $4.40 $4.94 $5.21 $5.95 $6.70 $7.30
GNTX Gentex Corp $0.23 $0.49 $0.57 $0.60 $0.77 $0.95 $1.07 $1.20 $1.25 $1.27
LEA Lear Corp. ($1.38) $4.41 $5.34 $5.49 $5.89 $8.15 $10.85 $13.00 $14.25 $14.75
MGA Magna International Inc. ($0.39) $2.19 $2.26 $2.68 $3.49 $4.54 $4.49 $5.20 $6.05 $7.05
MPG Metaldyne Performance Group nm nm nm nm nm $2.03 $2.02 $175 $2.10 $2.30
ABG Asbury Automotive Group, Inc. $0.85 $1.41 $1.77 $2.64 $3.53 $4.37 $5.57 $6.05 $6.80 $7.25
AN AutoNafion, Inc. $1.15 $1.56 $1.94 $2.54 $2.98 $3.49 $3.98 $4.35 $5.25 $5.70
GPI Group 1 Automotive Inc $1.79 $2.58 $3.62 $4.53 $4.96 $5.87 $6.87 $7.70 $8.50 $9.30
LAD Lithia Motors Inc -CL A $0.55 $0.92 $1.95 $2.96 $3.99 $5.11 $7.02 $7.60 $8.30 $8.70
PAG Penske Automofive Group $0.87 $1.34 $1.80 $2.25 $2.75 $3.23 $3.67 $3.80 $4.60 $4.90
SAH Sonic Automofive Inc $0.81 $0.99 $1.43 $1.72 $2.03 $1.90 $1.97 $2.10 $2.35 $2.55
CRMT America's Car-Mart, Inc. $2.21 $2.58 $3.24 $3.36 $2.77 $3.25 $1.33 $2.30 $3.35 $3.75
KMX CarMax, Inc. $1.27 $1.65 $1.79 $1.87 $2.16 $2.66 $3.06 $3.30 $3.50 $3.90
CPRT Copart, Inc. $0.84 $0.89 $1.09 $1.43 $1.45 $1.48 $1.64 $2.10 $2.35 $2.60
GPC Genuine Parts Co $2.50 $3.00 $3.58 $4.05 $4.18 $4.61 $4.63 $4.70 $5.10 $5.65
KAR KAR Auction Services, Inc. $0.19 $0.47 $1.17 $1.07 $1.20 $1.81 $1.84 $2.10 $2.50 $2.75

Ticker Company Name 2009 2010 2011 2012 2013 2014 2015 2016e 2017e 2018e
F Ford Motor Co 43.7% 61.1% 33.3% 39.7% 38.8% 40.3% 35.1% 25.5% 22.4% 17.6%
GM General Motors nm 45.4% 18.5% 51.4% 36.4% 33.5% 35.6% 28.4% 27.5% 26.0%
FCAU Fiat Chrysler Automobiles N.V. nm nm 46.8% 35.2% 37.9% 31.7% 27.9% 24.6% 21.9% 18.0%
RACE Ferrari nm nm nm nm nm nm 306.0% 278.5% 258.5% 236.6%
TSLA Tesla Motors nm nm nm nm 827.6% 914.2% 629.7% 408.2% 358.8% 266.1%

OEM Average ex. RACE & TSLA 43.7% 53.3% 32.9% 42.1% 37.7% 35.2% 32.9% 26.2% 23.9% 20.5%
AXL American Axle & Manufacturing Holdings Inc. 138.9% 11.3% 101.3% 101.8% 112.4% 100.6% 83.1% 75.2% 64.2% 57.8%
BWA BorgWarner Inc. 118.5% 183.8% 132.9% 129.6% 177.7% 158.0% 146.4% 100.3% 91.9% 85.6%
CPS Cooper Standard Holdings nm nm 27.6% 31.8% 41.2% 41.7% 54.7% 58.7% 52.9% 45.7%
DLPH Delphi Automotive PLC nm nm 64.5% 92.1% 123.7% 155.4% 188.5% 135.3% 119.3% 105.6%
GNTX Gentex Corp 383.7% 455.2% 376.2% 205.9% 402.5% 368.6% 286.1% 274.0% 248.1% 226.6%
LEA Lear Corp. 47.5% 38.3% 24.6% 27.9% 436% 49.6% 57.5% 47.8% 42.1% 35.9%
MGA Magna International Inc. 26.7% 44.5% 25.1% 35.6% 51.5% 68.5% 51.9% 51.4% 45.7% 39.8%
MPG Metaldyne Performance Group nm nm nm nm nm 98.7% 100.9% 96.9% 86.3% 71.3%

Supplier Average 82.9% 94.5% 69.7% 774% 101.8% 105.1% 104.7% 84.5% 74.9% 67.0%
ABG Asbury Automotive Group, Inc. 24.4% 29.2% 21.8% 31.6% 41.6% 50.8% 41.5% 33.7% 31.3% 30.5%
AN AutoNafon, Inc. 40.6% 46.0% 50.5% 44.8% 45.1% 48.3% 43.6% 35.3% 32.1% 28.8%
GPI Group 1 Automotive Inc 24.5% 26.3% 28.2% 27.6% 28.6% 33.8% 28.8% 23.5% 22.0% 21.1%
LAD Lithia Motors Inc -CL A 24.4% 31.2% 32.2% 37.1% 51.1% 53.8% 43.6% 32.2% 30.4% 28.6%
PAG Penske Automofive Group 24.4% 22.9% 23.2% 21.6% 36.0% 33.4% 26.1% 23.4% 21.1% 19.7%
SAH Sonic Automotve Inc 18.6% 20.4% 20.1% 22.6% 23.1% 23.8% 20.5% 17.2% 16.5% 16.1%
CRMT America's Car-Mart, Inc. 13.2% 101.7% 122.9% 1M7.2% 113.5% 123.8% 66.8% 72.9% 72.9% 72.9%
KMX CarMax, Inc. 73.9% 84.3% 69.3% 78.1% 82.5% 105.9% 80.2% 74.5% 74.5% 74.5%

Dealer Average 26.2% 29.3% 30.3% 31.9% 37.6% 40.6% 34.0% 21.6% 256% 24.1%
CPRT Copart, Inc. 391.8% 376.2% 461.1% 452.4% 485.6% 424.0% 452.4% 512.4% 464.9% 434.2%
GPC Genuine Parts Co 61.9% 72.4% 71.3% 77.2% 96.0% 11.3% 88.4% 100.9% 96.5% 91.7%
KAR KAR Auction Services, Inc. nm 199.0% 193.5% 229.8% 262.2% 274.8% 264.1% 237.4% 214.1% 196.0%

Distribution Average 161.8% 169.5% 191.2% 199.2% 230.6% 211.7% 208.4% 220.2% 201.3% 240.6%

Source: Company data, Bloomberg, BofA Merrill Lynch Global Research estimates
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Price objective basis & risk

American Axle (AXL)

Our $20 price objective for AXL is based on a 2017e P/E multiple of approximately 6x,
which is consistent with an EV/EBITDA of around 4x. This is at the lower end of the
company's historical range, which we believe is warranted given the US, AXL's major
market, is now in the later innings of its cyclical recovery. Downside risks to our price
objective are: 1) a slowdown in large truck volume growth, particularly at key customers,
2) failure to diversify its customer base, geographic, and product exposure, 3) expansion
into new segments could significantly reduce operating margins, 4) sharp rise in raw
material costs, 5) loss of business at key customers, and 6) disruption at AXL's suppliers.

America's Car-Mart, Inc. (CRMT)

Our price objective of $23 is based on a P/E of approximately 10x on our forward one-
year EPS estimate, a slight discount to the average of CRMT's historical P/E range. Our
PO is an EV/EBITDA of approximately 6x, which is consistent with the current trading
range of CRMT's peer group. We believe that these multiples are appropriate given a
moderate store growth pace for the foreseeable future.

Upside risks to our PO are: 1) faster than expected economic recovery for low-income
consumers, 2) reduced competitive pressure from independent used and new vehicle
dealers, 3) acceleration of the company's store growth strategy, 4) easing of limits on
the interest rates CRMT can charge on installment contracts by the states in which it
operates, 5) upward pressure from a covering of the material short interest on the stock.
Downside risks to our PO are: 1) Stalled economic improvement, 2) low interest rates
into perpetuity, keeping competitive pressure from dealers and lenders high,

3) deceleration of store growth, 4) inability to cover fixed costs and achieve operating
leverage, 5) increasing scrutiny by state legislators and/or the CFPB.

Asbury Auto (ABG)

Our price objective of $68 is based on around 10x our 2017 EPS estimate, at the lower
end of the company's historical range. We believe a slight discount is appropriate given
that the US, which is ABG's sole market, is now in the later innings of its cyclical
recovery, although the P&S business for the dealers should continue to grow over the
next few years. Downside risks to our price objective are: 1) A slower recovery in new
vehicle sales than expected, 2) market share losses by the Japanese brands, to which
ABG is overexposed, 3) the possibility of materially higher interest rates, 4) consumer
dissatisfaction with auto retailing, and 5) the potential for franchise law and/or
consumer finance law changes.

AutoNation, Inc. (AN)

We are basing our $66 price objective on a P/E of 12.5x our 2017 EPS estimate, a slight
premium to the dealer group due to its size and liquidity, but at the lower end of the
company's historical range. We believe this is appropriate given that the US, which is
AN's sole market, is now in the later innings of its cyclical recovery, although the P&S
business should continue to grow over the next few years. Downside risks to our price
objective are:1) slower recovery in the US auto market, 2) poorer-than-expected cost
performance and margin compression, 3) a stoppage in share repurchase activity or
material sell-off by key shareholders, 4) the possibility of materially higher interest
rates, 5) consumer dissatisfaction with auto retailing, and 6) the potential for franchise
law and/or consumer finance law changes.

BorgWarner (BWA)

Our $39 price objective is based on a 2017e P/E multiple of about 11x, which is
consistent with an EV/EBITDA multiple of around 6.5x. We believe a multiple at the
lower end of the company's historical range is warranted given a maturing growth
profile, at the same time that the US is now in the later innings of its cyclical recovery.
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However, BWA possesses what we believe to be all three tenets of a successful supplier,
namely, proprietary technology, a solid balance sheet, and customer diversification.
Downside risks to our price objective are: 1) relaxed fuel-efficiency regulations,

2) increased competition in the turbo industry, 3) a decline or flatline in US/global
automotive volumes, and 4) a sharp and sustained increase in raw material costs.

CarMax, Inc. (KMX)

Our price objective of $70 is based on about 20x our FY2018 EPS estimate. This is a
slight discount to the mid-point of KMX's historical range, which we believe reflects
current investor sentiment towards KMX and auto stocks in general, given the US is now
in the later innings of a cyclical recovery. However, we expect that the continued growth
in the 0-5 year vehicle fleet, as well as a focus on new store openings, will likely drive
KMX earnings higher through our forecast period and beyond. Risks to our price
objective are: 1) extreme fluctuations in used vehicle pricing, 2) an extensive trend of
customers opting for entry-level new vehicles rather than late-model used,

3) deterioration in credit availability and decline in the ABS market.

Cooper Standard Holdings (CPS)

Our $95 PO is based on a 2017e P/E multiple of roughly 9x and EV/EBITDA of about
4.5x, both of which are a discount to the multiples we use to value comparable suppliers.
In our view, CPS shares warrant a discount to its peer group, as the company is farther
behind in its restructuring efforts, has a less compelling product portfolio and a lower
margin/returns profile, and is more reliant on continued strength in the US auto cycle to
complete its turnaround and position itself to weather the next downturn in the cycle.

Downside risks: 1) Inability to successfully complete restructuring plan. 2) Decline in new
vehicle production. 3) Inability to further diversify the business. 4) Inability to consistent
execute financially. 4) Raw material cost inflation. 5) Trend towards OEM insourcing.

6) Auto supply industry is highly competitive. 7) Inability to handle OEM price downs.

8) Failure to maintain a lean cost structure. 9) New program/platform launch risk.

10) Rapid change in technology. 11) Overhang on stock from three largest shareholders'

stakes.

Upside risks: 1) Better than expected operating leverage from continued strength in US
auto sales. 2) Continued execution on its restructuring plan and footprint optimization.
3) Significant progress on its global expansion plan. 4) Positioning of products as value-
add to OEMs as a result of material science innovations. 5) Strategic M&A to
consolidate sealing/hosing space and bolster long-term positioning.

Delphi Automotive (DLPH)

Our $80 price objective for Delphi shares is based on a 2017e P/E multiple of roughly
12x and is also supported by an EV/EBITDA multiple of about 8x. The multiples that we
use to value DLPH shares are at the higher end of the supplier range due to the
company's above-average revenue and earnings growth trajectory. Given that Delphi has
changed significantly since it was last a public company, we believe historical DLPH
trading ranges are less useful. Downside risks to our PO are: 1) sustained volatility in
international markets, and in particular softness in Europe, 2) a decline or flatline in
US/global automotive volumes, 3) a sharp and sustained rise in raw material costs,

4) loss of key customers or suppliers, 5) inability to win new business, 6) competitive
pricing pressure, 7) regulatory changes and antitrust investigations, 8) natural disasters
driving supply chain disruptions.

Ferrari (RACE)

Our $60 PO is based on a 2017e EV/Sales multiple of around 3.5x, which is in line with a
number of luxury goods manufacturers that we classify as RACE's peer group. While
there is truly no direct comparable company to Ferrari, we think a multiple at least in
line with select luxury goods companies is warranted, as a deserved premium for a long
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history of demand outstripping supply is offset, in part, by a discount for the inherent
capital intensity of Ferrari's business vs. its peer group. Downside risks to our PO:

1) devaluation of the brand due to overproduction or licensing expansion, 2) a decline in
the wealth/size of the HNWI community, 3) degradation in perceived vehicle quality or
performance, 4) impairment of its Formula 1 reputation or perceived racing pedigree,
5) F-1 losses persist or accelerate, 6) deterioration in adjacent businesses,

7) intensifying competition in the luxury vehicle market, 8) dependence on certain large
volume suppliers, 9) significant rise in raw material costs, 10) significant voting power
and control attributable to Piero Ferrari & Exor S.p.A, and 11) future stock sales from
spin-off of remaining FCA stake in January 2016. Upside risks to our PO: 1) modest
volume expansion, 2) an upward bias on pricing, 3) growth in adjacent businesses,

4) gradual brand and licensing extension, 5) moderation or rationalization of F-1 losses,
6) execution & cost efficiency realization, and 7) management commitment to
preserving the exclusive luxury culture.

Fiat Chrysler Automobiles N.V. (FCAU)

Our $8 PO is based on an EV/EBITDAP multiple of about 2x and P/E of about 4x on our
2017 estimates, which is a discount to peers Ford and GM. In our view, FCA warrants a
valuation discount to Ford and GM, as the company is still several years behind its
domestic peers on a number of key aspects, such as product, platform rationalization,
and balance sheet status. There is also a a large burden of proof that lies ahead for FCA
to determine if near-term restructuring, rationalization, and growth will be sufficient to
transform the company into a viable long-term player.

Downside risks to our price objective: 1) Slowdown/reversal of the recovery in the US
auto industry. 2) International regions remain volatile and do not support FCA's growth
plans. 3) New product launches fail to achieve targeted growth and market share gains.
4) Deterioration in mix from trucks to cars. 5) Competitive pricing pressures. 6) FCA is
unable to material de-lever its balance sheet before the downturn. 7) Stress in capital
markets makes borrowing more expensive. 8) Key members of management leave.

Upside risks: 1) Continued strength in US auto cycle. 2) Growth in China remains robust,
which FCA is able to leverage with product launches. 3) Global product launches are
successful in achieving targeted growth and market share gains. 4) Mix and pricing
remain favorable. 5) FCA is able to materially de-lever its balance sheet before the
downturn.

Ford Motor (F)

Our $14 PO is based on a 2017e P/E of 7x, at the lower end of the company's historical
range heading into a cyclical peak, which we believe is warranted as the US is now in
the later innings of its cyclical recovery. Downside risks to our PO: 1) slower-than-
anticipated recovery in the US market, 2) a sharp and sustained rise in input costs,

3) disruption in the supply base, 4) significant increase in gas prices, 5) new vehicle
pricing deteriorates, 6) market share losses pressure results, 7) unwillingness of dealers
to shoulder inventory risk, 8) suppliers gain significant pricing power, 9) stress in capital
markets makes borrowing more expensive, 10) key members of management leave Ford,
11) dealership network is impaired and unable to sell F vehicles.

General Motors Company (GM)

Our $43 PO is based on a 2017e P/E of 7x, at the lower end of the company's historical
range heading into a cyclical peak, which we believe is warranted as the US is now in
the later innings of its cyclical recovery. Risks are: 1) A slower-than-expected global
economic recovery, 2) Soft consumer confidence, 3) Another wave of stress in the
supply base, 4) New management team, 5) Rising raw material costs, 6) Competitive
pricing pressures 7) Additional recall charges.
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Gentex (GNTX)

Our $11 price objective on GNTX shares is based on a 2017e P/E multiple of roughly 9x,
below the company's historical range. We believe this multiple are more appropriate
than GNTX's 25x long-run average P/E given increasing RCD competition and the
potential displacement of the rear-view mirror in lieu of camera based systems. Upside
risks to our price objective are: 1) new program wins that drive higher-than-expected
shipment growth, 2) a successful launch of new technology that allows the company to
avoid losing market share, 3) stronger-than-expected positive operating leverage, and
4) any regaining of pricing power with the automakers. Downside risks are: 1) a
slowdown in global auto shipments, 2) softer-than-expected operating leverage, 3) a
significant rise in raw materials costs, and 4) increased competition from other suppliers
5) risk of management pursuing large and potentially dilutive M&A.

Genuine Parts (GPC)

Our $92 price objective for GPC shares is based on a 2017e PE multiple of
approximately 18x and is supported by EV/EBITDA multiple of roughly 10.5x, which are
both around the average of the stock's historical trading range. The company's auto
division continues to be a bright spot and is the company's largest business segment,
although FX headwinds and a challenging macro environment for the company's
Industrial and Electrical segments could partially offset in the near term. Downside risks
to our price objective are: 1) general economic weakness, 2) acquisition integration,

3) sustained declines in US miles driven and or the vehicle fleet, 4) highly competitive
end markets could result in pricing pressure, 5) inability to maintain key suppliers and
customers. Upside risks are: 1) stronger than anticipated US GDP growth, 2) acquisitions
are more accretive than forecast, 3) stronger than expected industry pricing trends,

4) larger than expected market share gains.

Group 1 Auto (GPI)

Our price objective of $85 is based on around 10x our 2017 EPS estimate, at the lower
end of the company's historical range. We believe a slight discount is appropriate given
that the US, which is GPI's largest market, is now in the later innings of its cyclical
recovery, although the P&S business for the dealers should continue to grow over the
next few years. Downside risks to our price objective: 1) slower than expected recovery
in the US, UK and/or Brazil, 2) the loss of key management figures, 3) the possibility
that GPI is unable to achieve the operating leverage we forecast, 4) the possibility of
materially higher interest rates, 5) consumer dissatisfaction with auto retailing, and

6) the potential for franchise law and/or consumer finance law changes.

KAR Auction Services (KAR)

Our price objective of $55 is based on an adjusted EV/EBITDA multiple of roughly 11x of
our 2017e. An 11x EV/EBITDA multiple would be at the higher end of KAR's recent,
historical trading range, which we believe is warranted given improving whole car
business mix and continued execution at IAA and AFC. KAR's longer-term, historical
average EV/EBITDA multiple range is somewhat illustrative, but not directly applicable
because of significant changes in the company since it was last public. Downside risks:
1) Failure to maintain relationships with key vehicle suppliers, 2) Failure to successfully
integrate acquisitions, 3) Failure to maintain key managers. Upside risks: 1) Execution of
a large, transformational acquisition, 2) development of relationships with new suppliers
and customers, 3) greater than expected return of shareholder value.

Lear Corp. (LEA)

Our $145 price objective on LEA shares is based on a 2017e P/E multiple of roughly
10x, consistent with an EV/EBITDA of about 5.5x, both of which are just slightly above
the supplier average. We believe a multiple slightly above the supplier average is
warranted, for now, given the company's proven track record of execution and solid
growth prospects. Prior to Lear's bankruptcy, the stock historically traded in the range of
about 4x-7x EV/EBITDA, but we believe a multiple higher than the historical average of
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5.5x is warranted given the company's significant restructuring actions, balance sheet
strengthening, continued execution. Downside risks are: 1) a slowdown or decline in
US/global automotive volume growth, 2) increased pricing pressure from OEM
customers, 3) loss of business at key customers, 4) fierce competition in the automotive
supply base, 5) a significant and sustained rise in raw material costs, and 6) execution
risk of restructuring, operations, and acquisitions.

Lithia Motors A (LAD)

Our price objective of $85 is based on approximately 10x our 2017E EPS estimate, at
the lower end of the company's historical range. We believe this discount is appropriate
given that the US, which is LAD's sole market, is now in the later innings of its cyclical
recovery, although the P&S business for the dealers should continue to grow over the
next few years. However, LAD has recently been trading significantly above its dealer
peers, leaving relatively less upside to our price objective than other auto dealer stocks.
Downside risks to our price objective: 1) slower than expected recovery in US auto sales,
2) slower improvement in operating leverage than we are forecasting, 3) substantial
market share loss by domestic brands, to which LAD is exposed, 4) the possibility of
materially higher interest rates, 5) consumer dissatisfaction with auto retailing, and

6) the potential for franchise law and/or consumer finance law changes. Upside risks:

1) acquisition activity above our current forecasts, 2) continued recovery in US auto
sales beyond our estimates, 3) outsized improvement in rural markets where LAD is
overexposed relative to peers, 4) significant improvement in cost leverage beyond our
estimates.

Magna Intl (MGA)

Our $54 price objective on MGA shares is based on a 2017e P/E multiple of roughly 9x,
consistent with an EV/EBITDA of about 5.5x. These are at the lower end of the
company's historical ranges, which we believe is warranted given North America, MGA's
major market, is now in the later innings of its cyclical recovery. However, MGA has a
sound market position and solid growth prospects, which will likely allow the company
to continue to grow earnings over the next few years. Downside risks to our price
objective are: 1) a flatline or decline in the US SAAR and NA production volumes

2) continued softness in Europe or an inability to deliver on projected growth targets in
emerging markets, 3) stress at key customers, most notably the Detroit Three.

Metaldyne Performance Group (MPG)

Our $20 price objective for MPG is based on a 2017e P/E multiple of approximately 9,
which is consistent with an EV/EBITDA of around 5x. These are about in line with the
supplier average, which we believe is warranted given North America, MPG's major
market, is now in the later innings of its cyclical recovery. Downside risks to our price
objective are: 1) a decline or flatline in US/global LV and CV volumes, 2) a less-than-
favorable outcome at the KBI facility, 3) a sharp and sustained rise in raw material costs,
4) loss of key customers or suppliers, 5) competitive pricing pressure, 6) a high cash tax
rate, and 7) inability to win new business.

Penske Auto Group (PAG)

Our price objective of $51 is based on around 11x our 2017 EPS estimate, a slight
premium to the dealer average one-year forward P/E. We believe a slight premium to
the dealer average is appropriate, as PAG's exposure to international regions and the
luxury segment could be a mitigating factor for the company when the US eventually
enters a downturn. Notwithstanding, the US, one of PAG's main markets, is currently in
the later innings of its cyclical recovery, which may be a headwind to sentiment,
although the P&S business for the dealers should continue to grow. Downside risks to
our price objective: 1) the loss of Roger Penske's leadership, 2) slower sales recovery in
the US or Europe than estimated, 3) the possibility of materially higher interest rates
and/or unfavorable foreign exchange rates 4) consumer dissatisfaction with auto
retailing, and 5) the potential for franchise law and/or consumer finance law changes.
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Sonic Automotive (SAH)

Our price objective of $24 is based on around 10x our 2017 EPS estimate, a slight
discount to the historical dealer range. We believe a slight discount is appropriate given
that the US, which is SAH's sole market, is currently in the later innings of its cyclical
recovery, although the P&S business for the dealers should continue to grow. Downside
risks to our price objective: 1) a slower than expected recovery in US new vehicle sales,
2) the possibility of materially higher interest rates, 3) consumer dissatisfaction with
auto retailing, and 4) the potential for franchise law and/or consumer finance law
changes. Upside risks are: 1) prolonged upside in the US cycle beyond our forecasts,

2) sustained suppressed interest rates, 3) material accretive M&A activity, 4) market
share gains as a result of successful initiatives.

Tesla Motors (TSLA)

Our $155 PO is based on an average of 2017e EV/Sales and EV/EBITDA for a set of
comparable tech companies, reflecting potential optionality in ancillary markets such as
stationary storage. We have focused on 2017, as we believe it should represent a more
normalized earnings and cash flow year for Tesla, given the expected launch of the
Model X in 2015 and Model 3 in 2017. Downside risks to our PO are 1) Inability to
substantially lower operating costs and generate free cash flow, 2) slower-than-
anticipated ramp in electric vehicle demand, 3) setbacks or slower than expected
advances in battery technology, 4) fierce competition from well-established OEMs, 5) a
sharp and sustained rise in raw material costs, 6) an inability to execute efficiently with
higher volume, 7) a reduction or end to Federal and State incentives for electric vehicles,
8) low gasoline prices, 9) loss of key management, 10) a decline in luxury vehicle
demand, 11) Material weakness in the internal control over financial reporting has been
cited. Upside risks to our PO are 1) better-than-expected execution and cost
containment, 2) a sharp and sustained rise in gasoline prices, 3) a breakthrough in
advanced battery technology, 4) increase in Federal or State incentives, 5) short
covering by the substantial % of short interest in TSLA shares.

Analyst Certification

We, John Murphy, CFA and Elizabeth L Suzuki, hereby certify that the views each of us
has expressed in this research report accurately reflect each of our respective personal
views about the subject securities and issuers. We also certify that no part of our
respective compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or view expressed in this research report.

Special Disclosures

BofA Merrill Lynch is currently acting as a financial advisor to SolarCity Corp in
connection with its proposed sale of the company to Tesla Motors Inc, which was
announced on August 1, 2016. The proposed transaction is subject to approval by
shareholders of SolarCity Corp and Tesla Motors Inc. This research report is not
intended to (1) provide voting advice, (2) serve as an endorsement of the proposed
transaction, or (3) result in the procurement, withholding or revocation of a proxy.
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Investment rating Company ticker Bloomberg symbol Analyst

BUY
Asbury Auto ABG ABG US John Murphy, CFA
AutoNation, Inc. AN AN US John Murphy, CFA
CarMax, Inc. KMX KMX US John Murphy, CFA
Delphi Automotive DLPH DLPH US John Murphy, CFA
Ferrari RACE RACE US John Murphy, CFA
General Motors Company GM GM US John Murphy, CFA
Group 1 Auto GPI GPIUS John Murphy, CFA
KAR Auction Services KAR KAR US Elizabeth L Suzuki
Magna Intl MGA MGA US John Murphy, CFA
Penske Auto Group PAG PAG US John Murphy, CFA
Sonic Automotive SAH SAH US John Murphy, CFA

NEUTRAL
American Axle AXL AXL US John Murphy, CFA
BorgWarner BWA BWA US John Murphy, CFA
Copart, Inc. CPRT CPRT US Elizabeth L Suzuki
Ford Motor [ FUS John Murphy, CFA
Lear Corp. LEA LEAUS John Murphy, CFA
Lithia Motors A LAD LAD US John Murphy, CFA
Metaldyne Performance Group MPG MPG US John Murphy, CFA

UNDERPERFORM
America's Car-Mart, Inc. CRMT CRMT US Elizabeth L Suzuki
Cooper Standard Holdings CPS CPS US John Murphy, CFA
Fiat Chrysler Automobiles N.V. FCAU FCAU US John Murphy, CFA
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Genuine Parts GPC GPC US Elizabeth L Suzuki
Tesla Motors TSLA TSLAUS John Murphy, CFA
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Disclosures
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Hold 4 36.36% Hold 3 75.00%
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Equity Investment Rating Distribution: Global Group (as of 30 Jun 2016)
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* Issuers that were investment banking clients of BofA Merrill Lynch or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the coverage universe includes only stocks. A
stock rated Neutral is included as a Hold, and a stock rated Underperform is included as a Sell.
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referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation).
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Underperform N/A =>20%

* Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered to be secure) and 9 - pays
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coverage cluster is included in the most recent BofA Merrill Lynch report referencing the stock.

Price charts for the securities referenced in this research report are available at http://pricecharts.baml.com, or call 1-800-MERRILL to have them mailed.

MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: American Axle, America's Car-Mart,, Asbury Auto Grp, AutoNation Inc, BorgWarner,
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MLPF&S or an affiliate was a manager of a public offering of securities of this issuer within the last 12 months: American Axle, Asbury Auto Grp, AutoNation Inc, BorgWarner, CarMax, Cooper
Standard, Delphi, Ferrari, General Motors Co, Group 1 Automoti, Magna Intl, Penske Auto Group, Tesla Motors.
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MLPF&S or an affiliate has received compensation for investment banking services from this issuer within the past 12 months: American Axle, Asbury Auto Grp, AutoNation Inc, BorgWarner,
CarMax, Cooper Standard, Delphi, Ferrari, Fiat Chrysler Auto, Ford Motor, General Motors Co, Genuine Parts, Group 1 Automoti, KAR Auction Svcs, Lear Corp., Magna Intl, Metaldyne, Penske Auto
Group, Tesla Motors.

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer or an affiliate of the issuer within the next three months: American
Axle, Asbury Auto Grp, AutoNation Inc, BorgWarner, Cooper Standard, Delphi, Ferrari, Fiat Chrysler Auto, Ford Motor, General Motors Co, Genuine Parts, Group 1 Automoti, KAR Auction Svcs, Lear
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MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this issuer. If this report was issued on or after the 9th day of the month, it reflects the
ownership position on the last day of the previous month. Reports issued before the 9th day of a month reflect the ownership position at the end of the second month preceding the date of
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MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the issuer on a principal basis: American Axle, America's Car-Mart,, Asbury Auto Grp, AutoNation Inc,
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Magna Intl, Metaldyne, Penske Auto Group, Sonic Automotive.
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from the issuer for such visits.
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This information: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in the rules of the FCA
and the PRA) by MLI (UK) and Bank of America Merrill Lynch International Limited, which are authorized by the PRA and regulated by the FCA and the PRA, and is distributed in the UK to retail
clients (as defined in the rules of the FCA and the PRA) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and subject to limited
regulation by the FCA and PRA - details about the extent of our regulation by the FCA and PRA are available from us on request; has been considered and distributed in Japan by Merrill Lynch
(Japan), a registered securities dealer under the Financial Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Hong Kong), which is regulated by HKSFC and
HKMA,; is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by DSP Merrill Lynch (India); and is issued and distributed in Singapore to institutional
investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch International Bank Limited (Merchant Bank) (MLIBLMB) and Merrill Lynch
(Singapore) (Company Registration Nos F 06872E and 198602883D respectively). MLIBLMB and Merrill Lynch (Singapore) are regulated by MAS. Bank of America N.A,, Australian Branch (ARBN
064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distribute this report in Australia only to
'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of BANA Australia, neither MLEA nor any of its affiliates involved in preparing this research report is an
Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No approval is required for publication or distribution of this
report in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is authorized and regulated by the DFSA. Research reports
prepared and issued by Merrill Lynch (DIFC) are done so in accordance with the requirements of the DFSA conduct of business rules. Bank of America Merrill Lynch International Limited,
Frankfurt Branch (BAMLI Frankfurt) distributes this report in Germany and is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in the US and accepts full
responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research report and wishing to effect any transaction in any
security discussed in the report should do so through MLPF&S and not such foreign affiliates. Hong Kong recipients of this research report should contact Merrill Lynch (Asia Pacific) Limited in
respect of any matters relating to dealing in securities or provision of specific advice on securities. Singapore recipients of this research report should contact Merrill Lynch International Bank
Limited (Merchant Bank) and/or Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this research report.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Merrill Lynch.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or
other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for differences). This report is not intended to provide
personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person. Investors should seek
financial advice regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this report and should understand
that statements regarding future prospects may not be realized. Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such
security or the information in the prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit Insurance Corporation and are not
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including,
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases, securities and other financial
instruments may be difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that
income from such securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may
lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or the market that is anticipated to have a
short-term price impact on the equity securities of the issuer. Short-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which
reflects both a longer term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may
be more or less positive than a stock's fundamental equity rating.

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to
executing any short idea contained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments,
including ADRs, effectively assume currency risk.
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UK Readers: The protections provided by the UK. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BofA Merrill Lynch entities
located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or one of its affiliates may, at any
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent
with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, assumptions, views and analytical
methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any
recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate fee, and in connection
therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom MLPF&S has contracted directly and does not extend
beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and continues to act solely as a broker-dealer in connection with the execution of any
transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:

Copyright 2016 Bank of America Corporation. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Bank of America Corporation. iQanalytics®,
iQcustom®, iQdatabase® are registered service marks of Bank of America Corporation. This research report is prepared for the use of BofA Merrill Lynch clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed
simultaneously to internal and client websites and other portals by BofA Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and
review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report
(including any investment recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect
information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between
BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such issuers in
research reports. To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors
should consult their own legal advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which
any BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this report is based
on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to,
professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any
securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Merrill Lynch
Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research
report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to
seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This report
may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content
contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report does not imply any endorsement by or
any affiliation with BofA Merrill Lynch. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before
submitting any personal information to them. BofA Merrill Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy-related restrictions on the
publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always refer to the most
recent research report relating to an issuer prior to making an investment decision.

In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or
financial instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not
solicit purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of
this report or its contents.
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