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AAA is the largest used
car retailer in CEE

operating 42
branches in 5 countries

built 18% market
share in Slovakia in
three years

Aggressive expansion
has been so far little
profitable

Used car business has a
low margin nature

and AAAAuto s
margins and below
average

A 15% decrease in sales
wipes out all of the
profit

Given high gearing,
CEE macro slowdown
is a risk rather than
opportunity

Concerns are already
reflected in the stock,
which has fallen 44%
since its IPO
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AAA Auto was founded
in 1992

and listed on Prague
Stock Exchange in
September 2007

AAA s strategy has 4
cornerstones:

Owning all vehicles
offered and offering a
lifetime guarantee on
legal issues

Call centre keeps
inventory flexible and
accurate

10% of 20% gross
margin comes from up-
selling services and
products

During expansion, the
company keeps as
many costs as possible
centralized at its
Prague headquarters
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Compensation
structure of 50/50
bonus-salary attracts
and motivates the right
people

We identify five major
risks:

1) earnings visibility is
low and can be very
volatile

2) used car business is
highly fragmented and
competitive business

3) managing foreign
branches can be a
challenge

4) when CEE
economies slow down,
consumers will put off
big ticket purchases
such as cars

5) with high gearing
and further funding
required for new
branches, increase in
cost of funding is a
major risk
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4 2 4 > 8 2

We like the exposure to
CEE consumer
spending boom
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Russia is a very
attractive proposition,
which we would like to
see materialize in
future

although it may
prove a difficult project
to execute
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