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Healthy Employment |s at the Core of Resilient Consumer Spending

US Nonfarm Payroll Employment (Mn) & Average Hourly Earnings ($/hr)
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Source: BLS, CreditSights. Millions of workers.
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Holiday Check-In

Not an Omen

Broad expectations for 3-4% holiday
season spending growth, with early read
showing a solid start towards that goal...

Consumer confidence/sentiment at or
above levels entering Holiday '22...

But consumers are exhibiting
increasingly cost-conscious and selective
buying behaviors for discretionary goods.
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Retaill Category Demand Still Hit or Miss

Retail Sales Relative to January 2020 Heat Map (% Ch.)

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct
2022 2022 2022 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023

Internet/Catalogue 66.9% 640% 67.7% 67.6% 60.0% 690% T71.1% 73.1% 744% 774% 77.1% 796% 80.0%

Restaurants 246% 244% 239% 301% 271% 273% 279% 299% 30.8% 320% 328% 349% 353%
Autosituto parts 265% 237% 216% 299% 284% 268% 279% 300% 307% 304% 308% 323% 31.1%
Gasoline stations 423% 390% 313% 2308% 285% 273% 260% 223% 216% 219% 301% 314% 31.0%
Miscellaneous A03% 265% 27V0% 346% 319% 318% 336% 323% 340% 322% 279% 341% 31.8%
Build Mat./Garden 37.2% 326% 33V% 342% 344% 296% 295% 313% 296% 298% 304% 301% 29.7%
Food/BewiGrocers 272% 277% 271% 265% 270% 266% 265% 265% 26.0% 268% 273% 275% 283%
SportHobbyBooks 204% 282% 286% 297% 279% 27V9% 275% 27V7% 268% 239% 262% 263% 253%
Health/Fersonal Care 16.3% 17.0% 131% 183% 202% 206% 216% 229% 232% 233% 251% 257% 27.1%
General Merch. 192% 192% 193% 216% 215% 184% 193% 199% 197% 209% 213% 218% 215%
Apparelfdccessory 13.7% 132% 126% 166% 13.7% 123% 124% 126% 7128% 142% 153% 144% 144%
Furniture/Home Furn. 144% 11.7% 96% 207% 129% 100% V6% 68% &85% 67% 51% 44% 23%

Electronics/Appliance 59% | -6.6% T1% 44% 42% 37% 27% 43% 46% 36% 50% 55% 61%

Total 207% 206% 21.0%  20.2% |28.3%)| 319% 31.0% 20.8% 304% 313% 31.5% 32.3% | 3829

o CreditSights | ==

CovenantReview

a FitchSolutions Company LevFininsights



Food Price Hikes Outweigh Volume Loss

Food Manufacturers: Average Pricing, Volume, and Organic Sales Trends 2018 - MRQ
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Mote: Reflects average pricing and wolume result of CAG, CPEB, GIS, K, KHC, and MOLZ. Results calendarized for CAG, CPE, and GIS. Source: Company reports, CreditSights.
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Autos: Dealer Restocking |s Softening Vehicle Prices

US Light Vehicle Dealer Inventories
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US Light Vehicle Prices and Sales Incentives
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83  Sources: Wards Intelligence, TrueCar, J.D. Power, LMC Automotive, and CreditSights.
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Autos: EV Sales Growth is Slowing

US Electric Vehicle (EV) Sales
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EV sales are still growing at a healthy 50% clip in the US.
EVs still account for only 7% of US vehicle sales.
High EV prices are constraining USEV sales growth.

The underdeveloped and unreliable EV charging
infrastructure in the US is an impediment to near-term
growth.

84 Sources: Wards Intelligence and CreditSights.
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Autos: Vehicle Affordability Remains a Concern

Average New Vehicle Monthly Finance Payment
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85 Sources: J.D. Power, LMC Automotive, and CreditSights.
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US Lodging Demand: Normalizing Yet Resilient

* Flattening YoY RevPAR growth, but still elevated vs. 2019
» Lower-end hotels struggle to outpace difficult YoY comp
« Upscale hotels continue to benefit from business / group travel recovery

October 2023 Hotel Chain Scale RevPAR (% chqg)

Oct. YTD YoY % Chg B Oct. YTD % Chg vs 2019 Oct. YoY % Chg
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Source: Smith Travel Research, CreditSights
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Surge in US Travelers Heading Overseas

International U.S. Citizen Outbound vs Non-U.S. Citizen Inbound Travel (% of 2019)
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Source: U.S. Department of Commerce, CreditSights
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Input Costs: Wage Growth Remains a Major/Ongoing Headwind

Major Wage Wins in ‘23 & Beyond

» United Auto Workers

* Rail Union

« UPS/Teamsters

 West Coast Longshore/Warehouse
* Vegas Culinary Union

« CPI-Based Minimum Wage Resets
» California Fast Food Workers

« NYC App-Based Delivery Workers
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Autos: |G Picks & Pans

US IG Autos Recommendations

US IG Autos Company Recommendations

Outperform Market Perform Underperform
Ford (F) Aptiv (APTV) Toyota (TOYOTA)
General Motors (GM) BorgWarner (BWA) Honda (HNDA)
Lear (LEA) Hyundai (HYNMTR) Harley-Davidson (HOG)
Nissan (NSANY) Kia (KIA) Magna (MGCN)

Source: CreditSights

« Ford (F): We expect Ford automotive profit margins to be stable in 2024 as higher labor costs and softening vehicle prices are
offset by structural cost reduction initiatives, resilient Ford Pro segment performance, and a sharply lower operating loss in its
Model e (EV) segment. We expect Ford Credit metrics to continue to normalize (deteriorate), although it maintains one of the
highest quality earning asset portfolios among captive lenders.

« General Motors (GM): The company targets maintaining HSD automotive profit margins by reducing structural costs to offset
higher labor costs and managing dealer inventories to 50-60 days, while increasing its mix of more affordable vehicle offerings.
GM Financial has a higher proportion of subprime borrowers (mid-teens), which makes it more susceptible to deteriorating
delinquency and net charge-offs in a worsening economy. High EV prices are constraining U.S. EV sales growth

« Honda (HNDA): Honda’s automotive wholesales are expected to sustain positive momentum into 2024, while the outlook for its
motorcycle segment is less robust owing to an uncertain economic outlook in several Asian markets such as China and Vietnam.
Our Underperform recommendation on Honda notes is based primarily on relative value as we expect its industrial profit to
improve in 2024, it maintains a fortress industrial balance sheet, and its captive credit metrics remain strong.

« Harley-Davidson (HOG): The high interest rate environment is expected to continue weighing on consumer discretionary
purchase decisions and dampen Harley’s motorcycle sales in the near term. While we believe Harley's investment grade rating is
secure, we expect the weak near-term sales outlook and waning pricing power to weigh on revenue and profit growth and the
company’s credit metrics through 1H24.
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https://www.creditsights.com/companies/ford?t=company%2Fford
https://www.creditsights.com/companies/general_motors?t=company%2Fgeneral_motors
https://www.creditsights.com/companies/honda_motor?t=company%2Fhonda_motor
https://www.creditsights.com/companies/harley_davidson?t=company%2Fharley_davidson

This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly 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 or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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