CEO’s statement

“This has been another
year of strong financial,
operational and strategic
progress for Auto Trader.”

STRATEGIC AND OPERATING REVIEW

With almost10years since IPOin March 2015 and
twoyears since our lastinvestor day we thought
it worthwhile to look back at our performance
over thislonger period. We believe many of the
contributing factors are still equally relevant to
our future. Historically our results statements
have focused solely onwhat has happenedin the
previous financial year, which whilstimportant,
does not always highlight the key factors
shareholders might consider when thinking
about our longer-term prospects. We will look

to supplement the usual full year detail

with this forward-looking view each year.

Since Auto Trader’s IPO the business has
delivered consistent execution and
performance. During the first few years of being
apubliccompany, revenue grew steadily whilst
much of the focus was on transitioning to a pure
digitalbusiness and changing the costbase from
amodelthat had remnants of our magazine
heritage. This transitionyielded cost efficiencies
andstronger profit growth, which was largely
aone-time opportunity. Since then, our
performance has been characterised by higher
revenue growth, with afocus on our core
marketplace and product growth, coupled with
investmentsin our platform and adjacent
opportunities. These revenues have driven profit
growth thatis only slightly lower than the period
during which margins expanded significantly.

Our profits have been consistently distributed
through a combination of dividends and share
buybacks, whichis something we expect
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tocontinue. During our history as alisted
business, £1.1bn of surplus cash has been
returned to shareholders (net of the equity raise
during COVID-19) and we have delivered total
shareholderreturns of 225% versus 60% for the
FTSE 350 (excludinginvestment trusts). We don't
always expect our performance to be linear, with
2021being agood example, but we do expect the
drivers of our historic and future value creation
toremainreasonably consistent. These drivers
include: a growing automotive market; our
market leading position; our heritage of
innovation; afocused and consistent strategy;
and our purpose and culture.
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1. AGROWING AUTOMOTIVE MARKET

Today, most of our economics are linked to the
number of used vehicle retailerswho choose
toadvertise on Auto Trader. Used vehicle supply
isdetermined by new vehicle sales (less
scrappage)inpreceding years, meaning it
does not meaningfully change with economic
conditions and therefore our business does
not see significant cyclicality. When economic
conditions or consumer demand do change
itisused vehicle prices that adjust, not supply.

Over the past 20 years, the total size of the UK
car parc has gradually increased, growing on
average by justover 250,000 cars peryear. The
COVID-19 pandemic broke this consistent trend, as
new car production fellto levels below even those
of the Financial Crisisin 2007-09. From time to time
there willbe these anomalies, but over the long
term we expectthe used carmarket to grow as
aresult of population growth and stable trends
incarusage.

Attimesthere have been concernsabouta
material consolidation within our customer base,
although to date this has not materialised. We
doexpectthe biggestretailers to getbiggerand
we have seen consolidationinourvery largest
customers, butnotatalevel that materially
changes the overall market fragmentation. At the
time of our IPO, we had 13,452 retailers and today
we have 13,783, despite losing c.550 retailers when
we sold our businessin the Republic of Ireland.

Finally, we expect the value of both new and
used carstoincrease over the long term. During
ashortwindow of time, used car prices will
adjust due to supply and demand movements,
butoverlongertime periods we expectused
carvalues toincrease gradually due to GDP
growth, population growth, inflation, improved
functionality, longer useful lives and the move
towards more expensive electric vehicles. In
the period from 2011to 2024, used car prices
haveincreased by an average of 4% peryear.

These factors combine to provide anunderlying
market thatisresilient and likely to growinboth
volume andvalue over the long term.
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CEO’s statement continued

2. OUR MARKET LEADING POSITION

As the automotive marketincreasingly embraces
digitalchannels, technology and data we are
uniquely placed to help. Infinancial year 2016
Auto Trader had visits of 47.9 million per month,
lastyearthatnumberhadincreasedto77.5
million. This pastyear we accounted for over 75%
of allminutes spent on automotive classified
sitesand were 10x larger than our nearest
classified competitor (2023: 7x). Over time we
have seen 21 million downloads of our app and
currently see 89% prompted brand awareness
with UK consumers. In addition to this, third-party
datasuggests thatmore than 8in10 car buyers
use Auto Trader during their shopping journey,
and two thirds of buyers only use Auto Trader.
Inorder to ensure this positionis maintained,
we will continue toinvestinimproving our site
experience, maintaining high levels of trust,
evolving our brand, building our contentand
marketing capabilities, launching new tools

and functionality forretailers,and deepening
our partnership with customers.

Many of the changes we are currently
developing are as significant as anyin our
historyin terms of deepening the experience
we provide to car buyers. These willimprove
our marketplace, enable our customers to
power their businesses with our technology
and data platform, whilst moving us towards
digitalretailing.

3. OUR HERITAGE OF INNOVATION
Almosteveryretail category has beenimpacted
by the growingrole of the internetin how

we purchase goods, and the car marketis no
exception. New cars are stillatamuch earlier
stage, butresearching and shopping forused
carsonline has beencommonplace for many
years. Today over 90% of car buyers use the
internet for some part of their car buying
process. However, the physical part of the
shopping experienceis and willremainimportant
due to the value and unique characteristics
and condition of every used car.

Most car buyers will use the internetto find a
used car, ensure they're gettingagood dealand
tocheckthereputation of the retailer. Thisis
because the choice available is significant and
platformslike Auto Trader make navigating
the car buying process much simpler than it
otherwise would be. Our trusted position and
brand heritage in this areais significant, from
initially operating as a magazine to the fully
digital business we are today, leveraging
technology to support more of the buyingand
sellingjourney. On Auto Trader buyers are now
using retailer reviews, seeing professionally
produced video content, benefitting from
enriched data about the specification and
performance of the car, checking the history
of the vehicle and whetherit has outstanding
finance, seamlessly using artificialintelligence
(‘Al') to getamarket value for the car they're
buying or selling, applying for finance and
reserving cars online. This continuous
improvementin the way buyers use Auto Trader

Strategic report

hasunderpinned much of our past success and
we know there are significant opportunities
to furtherenhance the consumer experience.

The shift todigital has also broughtreal benefits
toretailers. Ithas meant they can advertise
their vehicles as quickly as it takes to photograph
andupload anadvert. Theinsight they have on
vehicle performance and what they get for their
advertisingis detailed, real-time,and canbe acted
uponattheclick of abutton. Over timeretailers
have also accessed our Almodels for pricing and
demand metrics that use almost one million
vehicle observations aday. This helps customers
decide which vehicles they should be buying for
theirlocalarea, what prices they can expect at
retailand how longitislikely to take tosell. These
products might otherwise have beenunattainable
orhave required significantinvestment by our
customers, and we have every intention of
continuing touse our brand, data and technology
toenable anyretailerto accessthe very best
tools and achieve their business goals.
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Overtime we will continue improving and building
onthese areas, strengthening the partnership we
have with customers andincreasing their use of
oursoftware products, and unlocking new revenue
streams for the business.

Allthisinnovationis delivered through our
well-invested technology platforms, built
by Auto Trader people who have many years
of experience enabling infrastructure and
products for our customers. Thisyear we
delivered 65,000 software releases (2023:
51,000) and saw 22.1 million APl calls a week
(2023:10.2 million).

4. AFOCUSED AND CONSISTENT STRATEGY
Ourstrategy as setout atourinvestordayin
September 2022 outlined three strategic focus
areas: our marketplace; our platform; and digital
retailing. These areas are closely interconnected,
asourplatformanddigitalretailing capabilities
build on the strengths of our marketplace whilst
also deepeningourrelationships with customers
and car buyers. These have all been multi-year
investments which have progressed over the
pasti12months and are coveredin more detailin
Catherine’s update on our strategic progress.

5. OURPURPOSE AND CULTURE

Our purpose is Driving Change Together.
Responsibly, which encompasses our ways of
working and our culture. Culture has beena
fundamental part of the changes we've made
and theresults we've achieved for atleast10
years. As an organisation we aimto be purpose
driven, principled, and values led. Whilst it
lacks precision, our culture is often described
internally as ‘doing the right thing’, described as
‘Responsibly’ in our purpose. Within thiswe're
looking to achieve a balance between investing
inthe future, performing today and ensuring
our customers and other stakeholders see the
benefits of working with us.

‘Driving Change’ runs deep within the
organisation. We are restless, self-criticaland
comfortable embracing new and disruptive
technology, whichis something the organisation
has done fordecades. We launched our website
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CEO’s statement continued

backin1996, which wenton to completely
replace the magazines that were the business
formuch of our 47-year history. When the mobile
internet arrived, we were quick to launch mobile
sitesand apps some15years ago. We embraced
servervirtualisation, then private cloud, then
public cloud which we completed our full
transitionto lastyear. We invested in building out
anewdataplatformand data science capability
10years ago, making artificialintelligence
available to the automotive industry. This history
of innovationis acore part of our culture and our
results. These initiatives take along time to build
atscale, butonce operational they enable us
to act fast without the constraints of legacy
systems and significant technical debt.

‘Together’ points to three aspects of our
culture. The firstis being ‘One’ Auto Trader.
Thisrefers to working as asingle team, not
insilos, with trust and collaboration over
hierarchy and bureaucracy. We are one
organisation whichmeanstechis tech forall
of Auto Trader, finance is finance for all of
Auto Trader, productis product for all of
Auto Trader, marketing is marketing for all of
Auto Trader. Therefore to progress any piece
of work orinitiative, our people have to talk,
be aligned with our priorities, listen to each
other,and collaborate authentically.

The secondimportant aspect of ‘Together’
isthe way in which we work with customers,
retailers, manufacturers, leasing companies,
finance companies and other playersin the
automotive ecosystem. We aim for partnership.
We believe that thereis alot more we canbring
toourcustomers thanjustthe products we sell.
With ourdata, brand, people and technology we
can help our customers achieve their business
goals, which makes them much more likely
tounderstand and use our products, advice,
insight and services. We believe this will lead
toamuch bigger and more influential business,
not least because to be successfulinareas
adjacenttoour core we often need the advice
and support of customers.

The third aspect of ‘Together'’is an ownership
mindset amongst our people which strongly
reinforces the two points above. In September
2023 we announced our One Auto Trader
all-employee share scheme that provides
employees with an extra10% of their salary
inshares eachyear, vesting over athree-year
period. This builds on an already strong
ownership culture, aligns our people with our
shareholders and can be accommodated
within our long-term Auto Trader margin
target of above 70%.

Finally, a big part of our culture and ‘Responsibly’
iscreating anenvironment that attracts diverse
groups of people and enables them to fulfil their
potential for both the business and themselves.
Thisrequireslong-term commitment to structural
changes that take years to come to fruition,
but we are making progress. Asanexample, like
alltechnology companies we would like more
women engineers, butitisacareerstillunder-
represented by women. To address this, we
have arange of initiativesincluding outreach
programmes with universities and schools,
graduate and apprenticeship schemes (not
requiring a computer science degree)and
retraining. Thisis just one example, but we apply
the same thinking to other groups such as the
neurodivergent, those from ethnically diverse
backgrounds, the LGBT+community, those
with disabilities and those that are laterintheir
careers. Ouremployee-driven networks have
beeninstrumentalinsupporting these efforts
which represent women, ethnicity, LGBT+, early
careers, disability and neurodiversity, social
mobility, parents and age.

Thisis by nomeans acomplete view of our
culture, but hopefully gives some sense of how
we work at Auto Trader and more importantly
how it contributes to both execution and the
results we have achieved this year, this decade,
and thatwe aspire tointhe years ahead.

Strategic report

OUTLOOK
The new financialyear has started well.

We anticipate another good year of average
revenue perretailer (ARPR’) growth across all
threelevers. InFY24 there was some positive
ARPR benefit from the Webzone disposal, as
onaverage theirretailers were loweryielding,
whichwon'tbereplicatedin FY25. We expect
ARPR price growth of £90-£100, product growth
of £120-£130 and stock growth of £20-£40,
with average retailer forecourts likely to be
marginally down year-on-year, as market
conditions continue toreturntonormallevels.
Consumer Services and Manufacturer and
Agency are expected to grow at arate of
mid-to-high single digits.

We expect Autorama operating losses toreduce
year-on-year, despite tight supply conditionsin
the leasing channel for new vehicles continuing.
Group centralcosts, whichrelate to the
amortisation of Autorama acquiredintangibles,
willbe c.£13m for the year.
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As mentioned atour lastresults, in FY25 we will
exceedthe threshold for the UK's digital services
tax (‘DST’) which will be taken as an operating
expenseinthe core Auto Trader segment. We
therefore expect FY25 operating profit margins
within this segmentto be 69%, or 71% when
excluding DST. However, at a Group level we
expecttosee modest margin expansion.

Our capital policy remainsunchanged, with most
surplus cash generated by the business being
returned to shareholders through dividends and
share buybacks.

Nathan Coe
CEO
30 May 2024
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