
Current Environment

Demand:
Global light vehicle sales have recovered 13% YT-April 2010
vs. very depressed 2009, although some signs of cooling are
emerging in Europe and China. In the “BRIC” countries sales
have continued to rebound, with April Brazilian passenger car
sales up 13% YoY, Russian foreign branded vehicle sales up
9%, India passenger vehicle sales up 34%, and Chinese light
vehicle sales also up 34% YoY. However, growth rates appear
to be decelerating in Brazil and China, with April sales down
20% in Brazil and down 8% vs. March.

GE Capital’s U.S. Light Vehicle Sales Model Points to
Recovery in 2010

Industry Headlines
• Global light vehicle sales have continued to rebound

sharply, with sales up 20% and 13% YTD-April and YoY
April 2010. However, European sales appear to be turning
back down, and Chinese sales appear to be cooling (i.e. 
up 34% YoY in April, but down for the third month in a row
sequentially).

• U.S. light vehicle sales rose to 11.6 million units on a SAAR
basis in May, up 19% YoY and up 12% from the previous
month on a DSR basis. Our regression model suggests
sales should recover 12% in 2010 to 11.6 million units.

• North American light vehicle production has risen 65%
YTD-April (up 46% YoY April) from very depressed 2009
levels just prior to GM and Chrysler’s filing for bankruptcy.
Nevertheless, light vehicle inventories remain low at 57
days supply in April, which is 17% below the trailing five-
year April average.

• Incentive spending has been rising as Toyota, plagued by
recall issues, pushed to win back share. However, average
auto manufacturer incentives were still down 12% YoY 
in April in the U.S. according to Edmunds.com, and new and
used vehicle pricing continues to firm.

• North American Auto & Auto Parts syndicated loan 
volume is up 54% in YT-May 2010 vs. very depressed 2009
levels based on LPC data for BB+ and lower or unrated
credits. Global volume, however, is down 56% over this
period (largely reflecting a $14.6 billion Porsche loan during 
2009 period).
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In the developed world, demand has also seen improvement
so far in 2010, though weakness is beginning to show in
Europe. Eastern Europe is down 15% YT-April reflecting
continued weak macro fundamentals, and though Western
Europe is up 7% YT-April, it was down 4% YoY in April
reflecting a hangover from hefty 2009 scrappage incentive
programs, and more recently, worries of austerity following
the Greek debt crisis. In contrast, the developed Asian region
countries have seen growing momentum in sales, with Japan
and South Korea up 24% and 28%, respectively YT-April, 
with April sales exceeding March levels. North America has
also seen strength, with light vehicle sales up 18% YT-April.
The U.S. has led the charge with April light vehicle sales up
22% YoY (to 11.2 million unit SAAR) and Canada and Mexico
sales both growing about 9%.

Looking forward, GE Capital Research’s U.S. light vehicle sales
regression model suggests further improvement in the
balance of 2010 vs. the 11.1 unit SAAR rate seen YT-April, with
full year 2010 sales forecast at 11.6 million units (up 12% 
vs. 2009). Our model’s forecast remains on the low end of the
range of consensus expectations, and could prove conserva-
tive since it does not take into account building pent up
demand, with the new car sales rate having been below the
scrappage rate for the past 2+ years.

D3 Share Stabilizing

A critical development this is perhaps as encouraging as the
cyclical upswing in U.S. unit sales has been the recent
stabilization of the Detroit 3’s (D3) market share. In fact, for
the first time in more than a decade the D3 appear to be on a
path to marking their first year of market share gain. YT-May,
the D3 have gained about 0.5% points of share, with the
month of May showing a 1.1% point gain. Ford has been the
sole driver of the gains YT-May with its share up 1.8%, vs. 
a 0.8% and 0.4% point loss for Chrysler and GM, respectively.
However, more recently, all of the D3 have seen their share
rise, with Chrysler, Ford and GM seeing a 0.6%, 1.8%, and
0.4% point rise in their market share in the month of May vs.
full year 2009 levels.

CUV’s Continue to Dominate Growth

YT-May sales data generally continues to reflect a consumer
shift towards more fuel-efficient vehicles, though less
dramatically than in the period following the dramatic gas
price spike seen in 2008. CUV’s continue to see the best
growth, with share climbing 2.5% points YT-May, 2010.
Meanwhile, pick-ups, vans and SUV’s all having seen
continued share loss YT-May. However, small cars too actually
saw a 0.5% point contraction in share YT-May. Also SUV’s 
and pick-ups saw a rise in share vs. the previous month,
suggesting fuel economy may be waning as a factor in
consumer decisioning.

Fleet Pulse

D3 fleet sales surge in May

The 19% increase in U.S. light vehicle sales to an 11.6 million
SAAR rate in May was believed to have been largely due to an
increase in fleet sales. For example:

• Ford’s fleet sales rose 32% YoY, although its retail sales also
posted a healthy gain of 19% - again outperforming the
industry. YT-May, Ford’s fleet sales are up 51% vs. a 24%
gain for their retail sales.

• GM’s 18% YoY light vehicles sales gain in May was largely
driven by a large leap in fleet sales of 38% vs. a more
modest 7% gain for its retail sales. About 38% of GM’s May
sales were to fleet customers, the second highest monthly
fleet mix on record for the company. YT-May, GM's 
retail sales are up 3%, while fleet sales are up by more
than 50%.

• Although Chrysler hasn’t broken out its retail and fleet
sales, it seems plausible that its fleet sales too were high, in
common pattern with GM and Ford.
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* J3=Toyota, Honda and Nissan Source: WardsAutomotive
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Supply:

North American light vehicle production has risen 65% 
YT-April off of very depressed early 2009 levels when GM and
Chrysler had been shuttering plants ahead of their Ch11
filings. Nevertheless, inventories have remained low at only 57
days supply in April reflecting the pick up in sales (Note: 
The average inventory level over the last five years has been 
69 days supply.) 

Inventories Still Low Despite Rising Production

As can be seen in the following graph, D3 inventory levels 
at 60 days are only modestly higher than average, and much
closer to their Asian rivals at 54 days supply, than has
historically been the case. 

D3 Inventories Only Modestly Higher Than Average

Pricing & Raw Material Cost Trends:

Light vehicle pricing has continued to firm since bottoming
in late 2008, although the pace of YoY increase appears to be
topping out. Manheim’s widely followed index of used vehicle
pricing has risen at a double-digit rate since October 2009,
with April up 13% YoY (though down from 19%+ growth seen
in Nov-Dec 2009). The rise in used car pricing is a particularly
favorable omen for the auto industry, because: 1) rising used
car pricing lifts equity values on trade-ins which helps lift new
car sales; 2) a narrower discount for used car pricing supports
more new car sales, and; 3) leasing offers can be made more
attractive based on higher residual value assumptions. New
car and truck consumer price index (CPI) has also been rising
at a 3-5% YoY pace over the past few months.

New and Used Car & Truck Pricing Still Firming

Relatedly, incentive spending by manufacturers in the U.S.
has been falling at a 12-14% YoY pace in each of the past 
five months through April 2010 according to Edmunds.com.
On a dollar basis, Edmund’s measure of U.S. manufacturing
incentives has dropped from a peak of $3,169 in March 2009
to $2,654 as of April 2010. However, incentives have been
rising since their January 2010 low of $2,340 as Toyota has
pushes to gain back share following its Prius brake related
recall woes.

U.S. Light Vehicle Incentives Down YoY

3

GE Capital – Industry Research Monitor: Auto & Auto Parts 2Q10

© Copyright 2010 General Electric Capital Corporation. All Rights Reserved.

50% 

40% 

30% 

20% 

10% 

0% 

-10%

-20%

-30%

140

120

100

80

60

40

20Jan-04

Apr-04

Jul-04

O
ct-04

Jan-05

Apr-05

Jul-05

O
ct-05

Jan-06

Apr-06

Source: Wards Auto

% Above/Below 5 Year Avg Inventories (Days Supply)

Jul-06

O
ct-06

Jan-07

Apr-07

D
ay

s
Su

pp
ly

of
In

ve
nt

or
y

O
ct-07

Jan-08

Apr-08

Jul-08

O
ct-08

Jan-09

Apr-09

Jul-09

O
ct-09

Jan-10

Apr-10

Jul-07

U.S. Light Vehicle Inventory

BMW
Toyota

Porsche

Daim
ier

Honda

Hyundai Group
Subaru

Ford

Mitsubishi

Chrysler

Asia Total

Volkswagen GM
Mazda

Nissan
Suzuki

Saab Spyker
Tata*

D
ay

s
Su

pp
ly

175

150

125

100

75

50

25

0

Source: Wards

As
ia

n

U
.S

.-
D

3

Eu
ro

pe
an

Days Supply by Segment
Large Car 41
Van 45
CUV 45
Middle Car 56
SUV 56
Luxury Car 58
Small Car 60
Pickup 85
Total Light Vehicles    57

April 2009

U.S. Light Vehicle Inventory by OEM

24%

18%

12%

6%

0%

-6%

-12%
Source: Manheim; BLS

8%

7%

6%

5%

4%

3%

2%

1%

0%

-1%

-2%

-3%

-4%Jan-04

Apr-04

Jul-04

O
ct-04

Jan-05

Apr-05

Jul-05

O
ct-05

Jan-06

Apr-06

Jul-06

O
ct-06

Jan-07

Apr-07

O
ct-07

Jan-08

Apr-08

Jul-08

O
ct-08

Jan-09

Apr-09

Jul-09

O
ct-09

Jan-10

Apr-10

Jul-07

Manheim Used Vehicle Pricing Index Y-to-Y % change
New Car & Truck CPI Y-to-Y % change (Right Scale)

New & Used Light Vehicle Price Trends

Source: Edmunds

Apr-04 Apr-05 Apr-06 Apr-07 Apr-08 Apr-09 Apr-10

YO
Y

%
C

ha
ng

e

30%

20%

10%

0%

-10%

-20%

-30%

Edmunds True Cost of Incentives (TCI) Y-t-Y % Change



On the raw material input side, there appear to be recent
signs of softening following a steady, sharp rise since late
2008/early 2009 lows. Average spot London Metals Exchange
base metals pricing (as measured by the GSFM index) is up
about 60% from the late 2008 low, but has dropped about
15% during the month of May. Spot steel pricing has likewise
begun to show signs of rolling over, with U.S. hot-rolled sheet
pricing having dropped about $15 per ton or 2% in the last 2
weeks of May, following an 80% run-up since its May 2009
low. Meanwhile, polypropylene is up 97% from its December
2008 low, but has dropped 12% in May 
vs. the April peak.

Despite the recent softness, auto OEM’s and suppliers are
likely to see some raw material cost pressures continue in the
months ahead given the lag built into their raw material
contract vs. spot pricing. (Note: however, that we do expect
this lag to shorten vs. historical levels of one year or even
multiyear contracts in the case of steel since the mills are
pushing to pass along new quarterly iron ore price changes.)
We do hear anecdotally that the auto OEM’s are “sharing”
more in raw material cost volatility - at least with certain
suppliers – which may mute some of the impact.

Raw Material Prices Have Started to Drop Sharply

Other Key Developments
• Visteon Corp., the bankrupt auto-parts supplier spun off

from Ford Motor Co., rejected Johnson Controls Inc.’s
unsolicited $1.25 billion bid for its interiors and electronics
business. Visteon’s board determined that it would
“negatively impact” creditors and prolong the company’s
stay in Chapter 11. The company plans to move ahead
with a proposal from bondholders to finance its exit from
Chapter 11 as a standalone company. 

• Cooper-Standard Holdings Inc. emerged from a 10-month
bankruptcy in late May. The company shed $650 million of
debt and used $355 million in new equity, $450 million in
new bonds and $125 million in new loans to pay off
creditors and fund operations. The company exited under
the control of bondholders, who swapped their debt for
equity in the reorganized company.

• A House panel advanced a sweeping auto safety bill on
May 26th in the wake of Toyota’s unintended acceleration
related recall woes. The bill now goes to the full House,
where lawmakers hope to pass it later this year. The bill
would require automakers to meet new safety standards
aimed at preventing unintended acceleration in vehicles.
Automakers would also face new rules for brake override
systems and vehicle black boxes and tougher penalties for
slowing down a recall. 

• Buyers of the Chevy Volt and Nissan Leaf would be eligible
for a $10,000 federal tax credit in some cities under a new
$10 billion Senate plan to boost electric vehicles. 

• House and Senate leaders debuted an $11 billion plan to
encourage electric vehicle sales and establish the
recharging network needed to support them. Joined by
battery manufacturer A123 and electric-vehicle startup
Bright Automotive Inc., a group of lawmakers nicknamed
the “Electrification Coalition” launched the Electric Drive
Vehicle Deployment Act of 2010.

• Ford Motor Co. will shut its Mercury brand by the end of 
the year after its board voted to phase out the 71-year-old
nameplate. The 276 dealers who sell only Lincolns 
and Mercurys may find it difficult to continue without 
the volume from the brand.

• General Motors Co. will announced it is investing about
$890 million to upgrade five North American factories, The
investment includes $32 million in the Bay City plant; $400
million at Tonawanda, N.Y.; $235 million at St. Catharines 
in Ontario; $115 million at Defiance, Ohio; and $111 million
at Bedford, Ind. The investments are to build GM's next-
generation engine for its full-size pickups.

The U.S. auto industry reported a sharp turnaround in
profitabilty in 1Q 2010:

• On the OEM side, GM and Ford reported net income of 
865 million and $2.1 billion, respectively. Meanwhile,
Chrysler too surpirsed on the upside, reporting $143 million
in operating profit.

• On the supplier side, deep cuts that auto suppliers made 
in 2008 and 2009 as production plummeted have started
to bear fruit for the bottom line as evidenced by significant
improvement in most auto suppliers 1Q 2010 results, with
many now solidly in the black. Although overcapacity still
exists, a recent survey by the OESA shows that only 25% of
those surveyed expect further rationalization, and of those,
70% expect less than 20% rationalization in 2010 for their
capacity. The survey also shows most suppliers seeing
their current capacity utilization at 70%+. All this seems to
suggest that much of the consolidation work has been
done, with the industry’s break-even threshold now much
lower – perhaps in the 10-11 million U.S. SAAR range
according to some estimates – versus the 14-16 million
SAAR range only a few years ago.
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Canada Watch 

Outlook brightening 

Canada’s economy has rebounded more sharply than
expected, with consumer spending, a hot housing market and
a return of business investment helping to boost GDP by 6.1%
annualized in 1Q 2010 – the largest jump since the 4Q 1999,
and following 5% growth in 4Q 2009. GDP growth is expected
to slow moderately over the balance of 2010; however, 
solid growth is still generally expected to continue over the
2010-2012 timeframe. 

On the automotive front, Canadian light vehicle sales rate
rose 11% YT-April, although the pace of improvement slowed
in the month of April to 4% YoY. Interestingly, a pick up in light
truck sales continues to be the major growth driver, up 20%
YT-April and up 14% in April YoY. Much of this bounce reflects
a rise in pickup truck sales reflecting the turnaround in the
Canadian housing market, with housing starts having jumped
by 57% so far this year. In contrast, car sales rate only 
grew 3% YT-April and was actually down 6% YoY in the month
of April. 

From a share perspective, the key winners YT-April have 
been Ford, Chrysler, and Hyundai, with point gains of 2.1%,
1.1% and 1.0%, respectively. In contrast, GM and each 
of the J3 (Honda, Toyota and Nissan) have lost share YT-April.

Canadian Market Share by OEM

YTD April 10 % YTD April 09 % Share Change
GM 15.0 18.6 -3.6
Ford 16.0 13.9 2.1
Toyota 12.5 13.4 -0.9
Chrysler 13.8 12.7 1.1
Honda 9.0 9.5 -0.5
Hyundai 11.1 10.1 1.0
Mazda 5.4 5.6 -0.2
Nissan 5.3 5.5 -0.2
VW 3.9 3.2 0.7
BMW 1.8 1.5 0.3
Other 6.2 6.0 0.2
Source: Wards Automotive

Light vehicle production in Canada has vaulted much more
sharply than sales - up 72% YT-April – reflecting a restarting
of capacity and rebuilding of inventory. For 2010 as a whole
production rose 40%+. 

Canadian Light Vehicle Sales & Production 

Recent Canadian News Highlights: 

• General Motors of Canada Ltd. announced that it will invest
C$245 million ($233 million) in its St. Catharines, ON,
Canada plant to accommodate production of a new fuel-
efficient 6-speed transmission beginning in 2012. The
factory will supply the transmission, based on GM’s current
Hydra-matic 6T40/45, for use in the Chevrolet Equinox and
GMC Terrain CUVs, as well as the Buick Regal sedan.

• Nissan Canada Inc. has signed an agreement with Quebec
government to plan a charging infrastructure for electric
vehicles and to promote the use of EVs in Quebec. 

• Plasman Corp., based in Canada, is building its first U.S.
plant in Fort Payne, AL that will initially employ 200 people.
Construction of the 170,000 square foot manufacturing
facility begins this year and production is expected to start
in mid-2011.
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Loan Market Trends

2010 has generally seen continued improvement in the
syndicated loan markets, with many loans comprising the
SMi100 index now trading near par. More recently, however,
uncertainty in Europe and a weakend High Yield market have
begun to weigh on loan bids. 

SMi100 Secondary Auto Loan Price Index (Avg. Bid)

Drawn Margins on Leveraged Institutional Term Loans

For the last six months ended in 1Q10, the average debt to
EBITDA level was 3.52 times compared to 3.48 times for all of
2009. Despite the loosening trend, the average is still very
tight when compared to 2006 and 2007 levels of 4.15 times
and 3.93 times, respectively.

Avg Middle Market Max. Debt to EBITDA Covenants

Leveraged issuance rose 118% YoY in 1Q 2010, but dropped
18% vs. 4Q 2009 levels. 

North American Quarterly Leveraged Issuance

North American Auto & Auto Parts syndicated loan volume is
up 54% in YT-May 2010 vs. very depressed 2009 levels based
on LPC data for BB+ and lower or unrated credits. Global
volume, however, is down 56% over this period (largely
reflecting a $14.6 billion Porsche loan during 2009 period). 

Global Auto & Auto Parts Syndicated Loan Volume

Global Automotive M&A activity has been anemic YT-May
2010, but is expected to pick up as profitability improves and
balance sheets heal.

Global Auto & Auto Parts M&A Deal Volume by Region

Source: Thompson Reuters Loan Pricing Corporation
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Spotlight Transaction

Industrial & Automotive Manufacturer

Sole Lender

$70,000,000
Cash Flow Credit Facility

Provided to:

GE Capital Provides $70 Million to EP Management 

NORWALK, CT — On March 11, 2010, GE Capital, Corporate
Finance announced it served as sole lender for a $70 million
cash flow loan to Dearborn, Michigan-based EP Management
Corporation, a diversified holding company of industrial 
and automotive product manufacturers. The loan will be used 
to refinance debt and recapitalize the company. 

EP Management, formerly doing business as EaglePicher
Corporation, manages Wolverine Advanced Materials and 
EP Minerals. Founded in 1843, the company emerged 
from bankruptcy in 2006 with a portfolio of businesses. EP
Management has successfully divested EaglePicher
Technologies, EP Boron, EP Pharma and Hillsdale Automotive
since their emergence. 

“As a GE borrower for many years, we appreciate GE’s ongoing
commitment to provide capital to meet our evolving business
needs,” said Patrick Aubry, chief financial officer for EP
Management. “With GE as our sole lender, this loan helped
simplify our bank group and balance sheet.”

“In today’s slow growth environment, good companies are
optimizing their balance sheets, focusing on financing 
and fueling their core business,” said Tom Quindlen, president 
and CEO of GE Capital, Corporate Finance. “Long-term
customer relationships, in-depth industry knowledge and
significant financial commitments mean smarter liquidity
solutions for clients.”



Disclaimer: Although General Electric Capital Corporation (“GE”) believes that the information contained in this newsletter has been obtained from and is based upon sources GE
believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. GE makes no representation or warranties of any kind whatsoever in respect of such
information. GE accepts no liability of any kind for loss arising from the use of the material presented in this newsletter. This newsletter is not to be relied upon in substitution for the
exercise of your independent judgment or legal advice. 
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