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IAA, Inc. (NYSE: IAA) is a leading global digital
marketplace connecting vehicle buyers and sellers.
Leveraging leading-edge technology and focusing
on innovation, IAAs unique multi-channel platform
processes approximately 2.5 million total-loss,
damaged and low-value vehicles annually. TA B I_ E O F
Headquartered near Chicago in Westchester,

lllinois, IAA has over 3,800 talented employees
and more than 200 facilities throughout the U.S., C O N T E N T S
Canada and the United Kingdom. IAA serves a

global buyer base located throughout more than
135 countries and a full spectrum of sellers,
including insurers, dealerships, fleet lease and
rental car companies, and charitable organizations. Executive Summary
IAA offers sellers a comprehensive suite of
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services aimed at maximizing vehicle value,
reducing administrative costs, shortening selling

cycle time and delivering the highest economic
returns. Buyers have access to innovative vehicle

merchandising, efficient evaluation services

\ N @ Automotive Industry

and digital bidding tools, enhancing the overall
purchasing experience.
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Disclaimer:
The auto salvage industry as discussed in this document refers to the industry as experienced by IAA. IAA does not possess data on the performance of other salvage
companies; therefore, the analyses are based on how different economic factors impact the performance of vehicles sold through IAA's auctions.

The statements contained in this report and statements the company may make orally in connection with this report that are not historical facts are forward-looking
statements. Forward-looking statements are subject to risks and uncertainties that could cause actual results to differ materially from the results projected, expressed
or implied by the forward-looking statements. Factors that could cause or contribute to such differences include those matters disclosed in the company's Securities
and Exchange Commission filings. The company does not undertake any obligation to update any forward-looking statements.

This document is meant for informational purposes only




ECONOMY

AUTOMOTIVE

2019: The U.S. Expansion Continues

The U.S. economy continued its upward
trajectory in 2019 marking its longest ﬁ
fgt[;agfs;og;ryrsersd. It slho;]/ved a gr'owth 2 3%
.3%, marking a slight downtick from -

the 2.9% increase in real GDP in 2018. The Real GDP Growth
continued growth was complemented by
a strong labor market with unemployment
averaging about 3.6% in 2019. This

U | t Rat
corresponds to levels the U.S. has not ﬁ Ly oyme:; -
reached in over 50 years. The tight labor o 6 : 2 -

. 3 4 %o
market was a positive for workers as real -
wages increased by roughly 2% over the U.S. Dollar {}

course of the year. While the fundamentals
of the U.S. economy remained strong, a
cloud of uncertainty pertaining to fear of
a global slowdown and trade relations
persisted. As a consequence, global
investors moved towards the U.S. Dollar
as it appreciated by 3.4%.
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Steady Fluctuations in the Automotive Industry

NE—— While new vehicle sales fell in.ghtIy in |
5 ﬁ 2019 by 1.8%, the state of the industry is
1 . 8 o o strong with new vehicles sales hovering
@ 2 . 4 ° at the 17 million vehicle mark for the year.
Used-Car Price Index High prices and trade uncertainty, along
with the GM strike helped contribute
to the slight weakness in this sector’s
performance, with moderate decreases
in gasoline prices at the end of the year

(0) (0)
5 : 3 o 3 . 8 /o helping to prop the market up. Gasoline

@ @ prices ended the year down 5.3% while
diesel prices fell similarly by 3.8%.

Gasoline Prices Diesel Prices

ECONOMIC INDICATORS

Salvage Industry

Whole Crushed P Prices in the used car market expgrier.]c.ed a slee-
Auto-Body Prices 5 saw effect throughout the year with rising prices
20 : 2% 1 4 . 9 %o through the beginning of the year being met with
falling prices for the latter. While seasonality helps
to explain some of this trend, market fatigue may
be contributing to the decreasing prices, but on
the whole, prices ended up 2.4% for the year.
Platinum Price ﬁ Whole crushed auto-body prices fell consistently
’| 9% throughout the year, ending with a decrease in
' 4 9 1 % 20.2% for the year. The decrease in prices for
@ Palladium Prices scrap steel also carried over to the prices of
aluminum and platinum which both experienced
declines over the course of the year. Trade and
regulatory challenges along with a weakening
manufacturing sector in the US help to contribute
to these trends. Palladium prices, on the other
hand, are a different story with prices increasing
by 49.1% for the year, partially attributed to a
shortage in this precious metal.
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Expansion Continues

The longest expansionary period
in U.S. history continued through
2019 as the economy entered its
127th consecutive month of positive
economic performance in GDP
and unemployment. The year saw
real GDP surpass the $19 trillion
mark in Q3 with it finishing at
$19.2 trillion by the end of Q4, as
the expansion is now entering its
eleventh year. Despite tumultuous
trade relations with China, the U.S.
economy grew 2.3% in 2019, down
from the previous year's growth

of 2.9%. Uncertainty and fear of a
global slowdown likely contributed
to a drop in the average growth

of private investment from 5% in
2018 to just 1.8% in 2019, despite
the Federal Reserve cutting rates
for the first time since the financial
crisis of 2008-2009." However, with
an ever-tightening labor market
putting upward pressure on wages,
consumption spending was able to
pick up the slack and accounted for
most of GDP’s growth in 2019.2

U.S. Real GDP Growth

Percentage Growth

2019

T
2.3%

GDP Growth

2018 Total Real GDP: $18.7 Trillion
2019 Total Real GDP: $19.2 Trillion
(Chained 2012 Dollars)

Q3 Q4
2019




N Labor Market Tightens,

Unemployment Sits Historically Low

Average Unemployment

6.2"

V

2018 Average: 3.9%
2019 Average: 3.6%

As the expansion continues, unemployment
remained at historically low levels in 2019. Average
unemployment for 2019 was 3.6%, which is a
6.2% drop from 2018's average unemployment.
Unemployment opened the year at 4.0% and
experienced steady declines across Q1, Q2, and
Q3 finishing out the year at 3.5%. This means
unemployment sat well below the CBQ's estimate
of the natural rate of unemployment of 4.4% for Q4
of 2019. Opportunities for employment continued to
increase as well with 1.8 million jobs being created
in 2019. However, this was down slightly from the
2.1 million jobs added in 20183

N Pay-Day for the U.S. Worker

Median Real \Weekly \Wages

2018 Average: $353.00
2019 Average: $359.00

As the labor market continues to tighten, companies
have continued to raise wages to attract new talent
and fill vacancies. Median real weekly wages
continued to grow through 2019 increasing almost

2.0% for the year and have grown every quarter since
Q4 of 2017 % Average hourly wages for 2019 also grew
3.3% from 2018 and outpaced 2018's growth of 3.0%.°

The continued strong consumer spending in 2019 is

N Dollar Rises with Uncertainty

The dollar appreciated 3.4% in 2019, ending a two-year
slide in the value of the dollar. The trade-weighted U.S.
Dollar index averaged 92.01, up from 2018's 89.01. This
occurred despite the Fed cutting rates not once, but three
times in 2019. These were the first rate cuts since the
recession and resulted in a 75 basis point drop in the
target Federal Funds Rate over the course of the year.
However, as investors confront rising global economic
uncertainty surrounding Brexit and U.S.-China trade
relations, it appears investors have chosen the dollar as a
safe bet.® Despite rate cuts typically lowering spreads
all else equal, interest rates in the U.S. remained high
relative to other large economies, which contributed to
the greenback’s 2019 appreciation.

Trade Weighted U.S. Dollar

2018 Average: 89.0
2019 Average: 92.0

N Fuel Prices: A Tale of Two Halves

Despite significant increases in gas prices in the first half
of 2019, the average gas price in the U.S. was down 5.3%
or roughly $0.15 per gallon from 2018. Gas prices opened
the year at $2.15 per gallon in January and peaked in
May at $2.73. However, Q3 and Q4 saw steady, modest
decreases allowing prices to settle at $2.47 by December.

The behavior of gas prices was largely due to fluctuations
in crude oil prices over the course of the year.” From

Average Gasoline Price

2018 Average: $2.64
2019 Average: $2.49

likely due to current increases in wages coupled with
expectations that wages will continue to rise as more
bargaining power shifts away from employers and into
the hands of potential employees.

January to April, crude oil prices increased $12.48 per
barrel, roughly a 24% increase. However, this eventually

gave way to falling prices in the latter half of the year. Average Diesel Price

0
Not surprisingly, diesel prices behaved similarly to gas prices 3 8 /o
in response to the fluctuations in crude oil. Diesel started

January at $2.98 per gallon and rose 4.7% by April, or about @

$0.14 per gallon, before finishing the year at $3.06. Average
diesel prices for 2019 were down 3.8% from the previous
year which translates into about $0.12 per gallon.

2018 Average: $3.18
2019 Average: $3.06
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Slowing New Vehicle Sales Climate

While the auto industry is still healthy, the decline of the manufacturing

backed by a strong economy and low industry and causing G.M. to lose New Vehicle Sales
unemployment, new-vehicle sales about $600 million in revenue. This ’I 8%
fell once again in 2019 by -1.8%. This created ripple effects throughout .
segment of the auto industry saw the economy, such as a decrease @
instability, likely caused by uncertainty in employment for jobs related to

in trade deals with China, Mexico, and production and trucking.®

Canada. Other factors hindering sales _ , , 2018: 17.2 million units
growth included high interest rates The industry remains strong despite 2019:17.0 million units

. falling new vehicle sales, as units
and record-level prices. December - ,
. passed the 17 million mark for the fifth
saw a record new-vehicle sale

average of $34,602 year in a row which is now becoming
o an indicator of a healthy market.®

General Motor's 40-day strike
impacted many aspects of the auto
industry, largely contributing to

U.S. Lightweight-Vehicle Sales: Automobiles and Light Trucks

NAUTOMOTIVE &
INDUSTRY
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SEGMENT
ANALYSIS

|AAs framework for
analyzing the salvage
vehicle market
includes five indicators
of industry health.

Whole Crushed Auto-Body Prices: Compiled monthly
by American Recycler, this measures five regional monthly
averages for whole crushed car prices.

Metal Prices: Aluminum (London Metal Exchange spot
prices), Platinum (Johnson Matthey base prices) and
Palladium (Johnson Matthey base prices).

Vehicle Parts and Equipment Prices: A Bureau of Labor
Statistics index that measures the average change over time
in consumer prices paid for vehicle parts and equipment.

Used-Car Price Index: Measures the average monthly
selling price of used cars and light trucks in the whole-car
auction industry; compiled by ADESA.

U.S. Dollar Index: A Federal Reserve Bank of St. Louis
index that measures the value of the U.S. dollar against an
index of seven major currencies: the euro, Canadian dollar,
Japanese yen, British pound, Swiss franc, Australian dollar
and Swedish krona.

0t be reproduced or used in any manner without the express written permission of IAA,

Inc
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To more accurately track how
these five indicators relate to
the market for salvage vehicles,
|AA divides its inventory into
three segments based on
selling price. Each vehicle grade
has unique characteristics and
reacts to the aforementioned
market factors differently.

Low-Grade Vehicles represent the bottom quintile
(bottom 20%) and are older, have more miles or are more
damaged than the average vehicle sold at auction. These
vehicles are primarily purchased for their usable parts or
scrap value. Therefore, their value is tied to the price of
parts and scrap metals.

Mid-Grade Vehicles represent the middle three
quintiles (middle 60%) and compose the largest portion
of IAA's inventory. These vehicles range from those that
will be dismantled for parts and scrap to those that will
be repaired and driven again.

High-Grade Vehicles represent the top quintile (top
20%) and tend to have little or no damage. This segment
also includes high-value vehicles with desirable parts.

1



Low Global Scrap Demand

Prices fell significantly throughout by trade and regulatory challenges

2019 with each consecutive quarter with China. The demand for scrap is

seeing a decline. Average crushed low globally, which more so affects

car prices in Q4 fell to $135, the smaller to mid-size companies who

lowest average we have seen since cannot afford to hold on to inventories

late 2016. Scrap steel is seeing in hope that the market picks up.'

all-time low prices mainly caused
2018 Average: $202.00
2019 Average: $161.00

NECONOMIC s
INDICATORS

OF AUTOMOTIVE SALVAGE

A

1 2 . ©2020 IAA Inc. All rights reserved. The content and images included in this publication may not be reproduced or used in any manner without the express written permission of IAA, Inc.

.




METALS
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Aluminum

Trade for aluminum scrap has
slowed as an oversupply of the
metal drives down prices. Prices
saw little fluctuation throughout
2019, seeing an average of $.81/
Ib. China’s sluggish economic
growth contributes to the overall
weak demand from consumers.

Platinum

Average platinum prices remained
relatively steady, lifted up by spikes
toward the end of 2019. Platinum
prices suffered from weak demand
in China and Europe, but saw a 12%
overall increase in total demand.
This was offset by a 5% demand
decrease in the automotive industry

Palladium

Palladium prices hit a record high in
December of $2,000.00 per ounce,
driven by an increase in demand and
a shortage of the precious metal.
Another key factor driving up prices
was the shutdown of palladium
mines caused by a power crisis in
South Africa, which is the world’s
second-largest supplier. Palladium

This document is meant for informational purposes only.

With the Institute for Supply Chain

Management’s Purchasing Managers’

Index (PMI) indicating a recession
in the manufacturing industry, the
likelihood of the industry recovering
enough to equalize supply and
demand levels proves unlikely."2

and a 6% decrease in jewelry. The
total supply of platinum increased by
2%, and the gap between supply and
demand allowed for a slight decrease
in prices per pound. Platinum
recycling increased by 3% with the
help of large pushes upward in the
price of palladium and rhodium."3'*

has seen a surge in demand as the
metal is used for catalytic converters
in gasoline-powered cars. These
converters transform harmful gases
into benign nitrogen, carbon dioxide,
and water vapor. With more strict
emission standards in Europe, China,
Japan, and India, demand for the
metal has steadily climbed.™

A CONTENTS

Aluminum Prices

14.9%

Y

2018 Average: $0.96
2019 Average: $0.81

Platinum Prices

1.9%
Y

2018 Average: $884.30
2019 Average: $867.92

49.17

Palladium Prices

2018 Average: $1,036.70
2019 Average: $1,545.90
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Strengthening Used Car Prices

The used vehicle market Toward the end of 2019, used
remained stable in 2019, seeing vehicle prices dropped for seven
month over month growth within months in a row, which follows
the first five months backed seasonal trends, but also may be
by a strong U.S. economy. The indicative of market fatigue.
growth early in the year resulted
from an increase in dealer
demand in the used market, a
rise in new vehicle prices, and
higher levels of clean late-model
off-lease units coming into the
market at more attractive prices.

Notably, the supply of vehicles
in the used market increased
throughout the year without
deteriorating prices.'™

i
2,45

Used-Car Price Index

2018 Average: 114.0
2019 Average: 116.0

Used-Car Price Index

Index Value
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Vice President of Finance Sr. Vice President of Global Marketing and Buyer Development

Ms. O'Brien is responsible for all marketing efforts, including branding,
communications, public relations, advertising, market research, sales enablement
and event programs. She analyzes and reports business and economic trends that
impact the salvage industry, aligning IAAs expertise and leadership. Previously, Ms.
0'Brien served as vice president of provider marketing.

Mr. Gancarczyk manages the organization’s financial
planning and budget management functions. Additionally,
he leads efforts in monitoring and reporting on customer
performance with emphasis on analyzing industry trends.
He's been with IAA since 2004, and held several positions
at the company before assuming his current role. Prior to
joining IAA, Mr. Gancarczyk served as a Financial Analyst
for GE Capital and Heller Financial. He is a Certified
Public Accountant (CPA) and holds a bachelor’s degree in
accounting from National Louis University.

An 18-year veteran in the property and casualty claims industry, Ms. O'Brien has a
history of executing innovative brand strategy and comprehensive client growth and
retention campaigns. She led marketing efforts at CCC Information Services Inc. and
consulted with claims vendors, including independent appraisal firms, collision repair
facilities and integrated technology providers. Ms. O'Brien started her marketing
career as an associate in a Chicago advertising firm and joined I1AA in 2008.

Ms. O'Brien holds a bachelor’s degree in English from the College of Wooster (Ohio),
and a master’s degree in market research and advertising from Loyola University
Chicago Quinlan School of Business.
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