INVESTMENT VIEWS

WeBuyCars

Newest domestic IPO set to drive sustainable growth and performance

BY RUAN KOCH
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UNBUNDLING AND LISTING OF WEBUYCARS

The JSE has been plagued with an accelerating trend of delistings over the last few years, which
is why we were excited about the recent unbundling and listing of WeBuyCars (WBC). The public
market now gains direct access to an attractively-valued South African (SA) business with a long
runway of growth, characteristics that are in short supply in our local market. Coronation played
an integral part in the unbundling, subscribing for shares in WBC while it was still unlisted and

Ruan is an analyst participating in the pre-IPO book build, in order to help facilitate the overall transaction.
with nine years of

investmentexperience.  \WEBUYCARS OPERATIONAL PERFORMANCE

WBC, founded in 2001 by brothers Faan and Dirk van der Walt, was started with the idea that
the best-used vehicle stock is in the hands of private individuals. They built a business around
customer-to-business sourcing and focused on massively improving the experience for vehicle
sellers. WBC still acquires vehicles almost exclusively from private sellers, and this sourcing
capability is a critical part of its moat. The company has expanded its footprint to include 15
vehicle supermarkets, 74 buying pods and more than 340 buyers across SA. It has also built a
very strong and trusted consumer brand, which now attracts nearly two million unique monthly
visitors to its website and mobile app.

Since 2017, WBC has gone from selling less than 1 400 vehicles per month to more than
13 000 (February 2024). Figure 1 (follwing page) shows that growth in profits has followed suit,
compounding by 40% from 2017 to 2023. The WBC management team has communicated a
medium-term sales target of 23 000 vehicles per month. While we don’t know how big WBC will
ultimately become, there are no signs to indicate their market share growth is stalling.
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Figure 1

codhos

Vehicles sold
Revenue (Rm)

Profit (Rm)

2017 2018 2019 2020 2021 2022 2023 *CAGR
16 587 29145 58 343 59177 88 271 125812 141 851 43%
1580 2922 5940 6479 10723 17 875 19965 53%
86 138 31 302 541 762 660 40%

Source: Company financial reports
*Compound annual growth rate

WBC achieved the above success and potential by acting as a market maker that provides
trustworthy, convenient service and near instant pricing and liquidity in what is traditionally a
low-trust, illiquid sector. Its national footprint and fast response times enable nearly anyone to
sell their vehicle in a matter of hours. Being able to price thousands of vehicles accurately and
quickly is a key competitive advantage, as it provides pricing transparency in an opaque market.
WBC has built a rich proprietary database of used vehicle prices and constantly uses new data
points to refine its algorithms. Its systems are processing between 70 000 and 80 000 incoming
leads per month from private individuals interested in selling their vehicles, giving WBC best-
in-class visibility of the overall market.

Besides better pricing capabilities, WBC also leverages its scale benefits to improve its customer
offering. By using large warehouses closer to industrial areas, it provides its supermarkets with
the capacity to display between 500 and 1 500 vehicles on average, while operating with a
substantial cost advantage to traditional dealerships. Sharing the benefits of its economies of
scale with consumers should ensure better pricing for both sellers and buyers through reducing
the bid/ask spread for used vehicles, and encouraging higher sales velocity.

Velocity is key to the WBC business model, not only to turn its own stock faster but also to
encourage and facilitate the whole domestic used-vehicle parc’ to turn quicker. Using insights
gained from their website and physical supermarket visits, they can accurately gauge consumer
demand for various vehicle makes and models. This enables them to purchase the right inventory
mix for optimal stock turn. Their data analytics also help them to dynamically shift their customer
mix between private individuals and vehicle dealers. While sales to dealers don’t have any addi-
tional margin from financing or insurance products, the benefit is a very quick stock turn. At an
industry level, vehicles currently change ownership every three to five years, but by lowering the
friction (financial costs and hassle factor) of buying and selling used vehicles, WBC could be a
catalyst in decreasing this holding period. A shorter holding period will mean an increase in
the overall velocity of used-vehicle sales and more opportunities to generate a margin over a
vehicle’s useful life. In support of this thesis that they can earn a margin multiple times on the
same vehicle, 12% of vehicles recently sold by WBC have already previously been traded on its
platform.

As part of its drive to increase finance and insurance penetration, WBC provides on-floor access
to all the major financiers and has also partnered with OUTsurance and Netstar to provide
insurance and tracking solutions. WBC can help finance providers enrich their data models to
enable them to finance vehicles that traditional banks are not usually comfortable taking on
as collateral. By illustrating that depreciation curves for certain makes and models diverge
from those reflected in industry data , WBC can help lenders to provide finance to previously
underserved market segments. It does this through its partnerships with Capitec and Gomo
(aTransaction Capital business funded by Standard Bank). All of these initiatives serve to boost
WBC’s profitability.

"TransUnion
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Figure 2
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INDUSTRY TRENDS

There are 12.9 million vehicles in the SA vehicle parc, of which 11 million are registered as
passenger or light commercial vehicles (eNaTIS). There are 500 000 - 550 000 annual new
vehicle sales in SA (National Association of Automotive Manufacturers SA) and roughly 1.2 -1.4
million used vehicle sales (eNaTIS and Lightstone). New vehicle sales have been under contin-
uous pressure in SA (Figure 2), with higher interest rates and depressed consumer affordability
being two key drivers.

TOTAL VEHICLE SALES - ROLLING 12 MONTHS
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This has led to an increased appetite for well-priced used vehicles. WBC does not focus on the
premium end of the market, but on these older and more affordable vehicles. The average
selling price and age for a vehicle traded by WBC were R141 000 and nine years, respectively.
This segment of the market is the least competitive and heavily fragmented, with most of the
larger dealership groups focused on used vehicles between one and five years old. In time, we see
WBC also gaining market share in these newer used vehicles as its national scale and sourcing
efficiencies lead to a continuously improving proposition for consumers.

In sharp contrast with the weak new vehicle sales statistics above, WBC has increased its monthly
volumes almost tenfold from 2017 to 2024, proving once again that winning businesses can do
well - even in a stagnant economy.

CONCLUSION

We think that the competitive advantage period for WBC will be significantly longer than
what is currently being priced in. It is the leader in its industry with no sizeable peers. WBC
shows promise of attractive organic growth, both by growing its market share and potentially
expanding its overall market. As the scale of WBC’s operations increases, its moat grows and its
low cost advantage improves. We forecast that unit economics and overall margins will further
improve as a result. Its unique positioning will continue to deliver robust growth in free cash flow
per share for years to come and, at only an 11 times price-to-earnings multiple, investors don’t
have to pay much for this potential. +
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DISCLAIMER

South African Readers

All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. As a result,
there may be limitations as to the appropriateness of any information given. It is therefore recommended that the reader first obtain the appropriate legal, tax,
investment or other professional advice and formulate an appropriate investment strategy that would suit the risk profile of the reader prior to acting upon such
information and to consider whether any recommendation is appropriate considering the reader’s own objectives and particular needs. Neither Coronation Fund
Managers Limited nor any subsidiary of Coronation Fund Managers Limited (collectively “Coronation”) is acting, purporting to act and nor is it authorised to act

in any way as an adviser. Any opinions, statements or information contained herein may change and are expressed in good faith. Coronation does not undertake

to advise any person if such opinions, statements or information should change or become inaccurate. This document is for information purposes only and does

not constitute or form part of any offer to the public to issue or sell, or any solicitation of any offer to subscribe for or purchase an investment, nor shall it or the fact
of its distribution form the basis of, or be relied upon in connection with any contract for investment. In the event that specific funds and/or strategies (collectively
“funds”) and/or their performance is mentioned, please refer to the relevant fact sheet in order to obtain all the necessary information regarding that fund (www.
coronation.com). Fund investments should be considered a medium-to long-term investment. The value of investments may go down as well as up, and is therefore not
guaranteed. Past performance is not necessarily an indication of future performance. Funds may be allowed to engage in scrip lending and borrowing. To the extent
that any performance information is provided herein, please note that: Performance is calculated by Coronation for a lump sum investment with distributions, to
the extent applicable, reinvested. Performance figures are quoted gross of management fees after the deduction of certain costs incurred within the particular fund.
Fluctuations or movements in exchange rates may cause the value of any underlying international investment to go down or up. Coronation Fund Managers Limited
is a full member of the Association for Savings and Investment SA (ASISA). Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management
International (Pty) Ltd (FSP 45646) and Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation
Life Assurance Company Limited is a licenced insurer under the Insurance Act, No.18 of 2017.

US Readers

Coronation Investment Management International (Pty) Limited is an investment adviser registered with the United States Securities and Exchange Commission
(“SEC™). An investment adviser’s registration with the SEC does not imply a certain level of skill or training. Additional information about Coronation Investment
Management International (Pty) Limited is also available on the SEC’s website at www.adviserinfo.sec.gov. The information in this document has not been approved
or verified by the SEC or by any state securities authority. The opinions expressed herein are those of Coronation Investment Management International (Pty) Limited
at the time of publication and no representation is made that they will be valid beyond that date. Certain information herein has been obtained from third party
sources which we believe to be reliable but no representation is being made as to the accuracy of the information obtained from third parties. This newsletter contain
references to targeted returns which we believe to be reasonable based on current market conditions, but no guarantees are being made the targets will be achieved
or that investors will not lose money.

This article is for informational purposes and should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make changes to investment strategies at any time.

If a company’s underlying fundamentals or valuation measures change, Coronation will re-evaluate its position and may sell part or all of its position. There is no
guarantee that, should market conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee that the opinions
expressed herein will be valid beyond the date of this presentation. There can be no assurance that a strategy will continue to hold the same position in companies
described herein.

Global (ex-US) readers

The information contained in the publication is not approved for the public and is only intended for recipients who would be generally classified as ‘qualified’,
‘professional’, ‘accredited’ or ‘institutional’ investors. The information is not designed for use in any jurisdiction or location where the publication or availability of the
information would be contrary to local law or regulation. If you have access to the information it is your responsibility to be aware of and to observe all applicable
laws and regulations of any relevant jurisdiction and it is recommended any potential investor first obtain appropriate legal, tax, investment or other professional
advice prior to acting upon the information. The value of investments and any income from them can go down as well as up and investors may not get back all that
they have invested. Please be advised that any return estimates or indications of past performance in this publication are for information purposes and can in no way
be construed as a guarantee of future performance. Coronation Fund Managers accepts no liability of any sort resulting from reliance being placed upon outdated
information contained in this publication by any user or other person. Whilst every effort is made to represent accurate financial and technical information on an
ongoing basis, inadvertent errors and typographical inaccuracies may occur. Information, laws, rules and regulations may also change from time to time. Information
contained in the publication is therefore made available without any express or implied representation or warranty whatsoever, and Coronation Fund Managers
disclaims liability for any expenses incurred, or any damage, claims or costs sustained by users arising from the reliance being placed on the use of links, services or any
information or representations contained in the publication. Coronation Asset Management (Pty) Ltd (FSP 548), Coronation Investment Management International
(Pty) Ltd (FSP 45646) and Coronation Alternative Investment Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation Life Assurance
Company Limited is a licenced insurer under the Insurance Act, No.18 of 2017. Coronation International Limited is authorised and regulated by the Financial Conduct
Authority. Coronation Global Fund Managers (Ireland) Limited is authorised by the Central Bank of Ireland under the European Communities (UCITS) Regulations 2011
and the Alternative Investment Fund Managers Directive 2011, with effect from 22 July 2014. Unit trusts are generally medium to long-term investments. The value of
units may go up as well as down. Past performance is not necessarily an indication of the future. Unit trusts are traded at ruling prices and can engage in borrowing
and scrip lending. Unit trusts may invest in assets denominated in currencies other than their base currency and fluctuations or movements in exchange rates may have
an adverse effect on the value of the underlying investments. Performance is measured on NAV prices with income distribution reinvested.

This article is for informational purposes and should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make changes to investment strategies at any time.

If a company’s underlying fundamentals or valuation measures change, Coronation will re-evaluate its position and may sell part or all of its position. There is no
guarantee that, should market conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee that the opinions
expressed herein will be valid beyond the date of this presentation. There can be no assurance that a strategy will continue to hold the same position in companies
described herein.
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