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P R E S E N T A T I O N 
 
 
Jason Kulas: 
 
Welcome everyone. Thank you so much for being here for the 2017 Analyst and Investor Day for 
Santander Consumer USA.  I want to thank you guys for taking the time to be here with us today.  We 
also want to thank our host, the New York Stock Exchange, for hosting us in this great facility.  My 
understanding is we're technically the second company to have an event in here but the first to have a big 
event like this where we have a big investor day.   
 
I'm really pleased to be here and have you here with us.  When we have our bank meetings on an annual 
basis -- we had one of these meetings about a year and a half ago -- we talk about the benefits of that 
and one of the benefits being the opportunity to hear from a much broader cross-subsection of 
Management to hear about what's going on with the Company from more than just Izzy and Evan and me 
and we'll certainly have that opportunity today. Also, we have the opportunity to really dig into some 
subjects in a little more detail than we would typically be able to do as part of an earnings call or speaking 
at an equity conference or something like that.  So again, we're really excited to be here.  I'm going to go 
through a couple of introductory things to kick us off.  
 
First, I'll introduce our speakers.  So these are speakers with prepared remarks today.  So you'll hear from 
Rich Morrin, our Chief Operating Officer; Andrew Kang, our Treasury and Izzy Dawood, our CFO, but I 
also want to make some other introductions in the room.  So some other key attendees—and I'd like to 
ask you guys to stand up as I introduce you—we have our Kalyan Seshan, Chief Risk Officer; our Chief 
Legal Officer, Chris Pfirrman; our EVP of Strategy and Corporate Development, Fahmi Karam; and our 
VP of Investor Relations, Evan Black.  We have a few other SC people in the room as well.  Will you guys 
also stand?   
 
So hopefully between prepared remarks, Q&A and other informal interactions throughout the next three 
hours, we hope you'll get a chance to meet everyone and will recognize that great benefit of being here in 
person today.  And then quickly I'd like to go through the agenda.  After I kick things off, we'll have Rich 
come up and dig a little bit more into the operations of the business in a section we call vehicle finance.  
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We'll have a break and Q&A at that point, and what we'd like to do to the extent possible is, because we 
have so much information to get through, is get through a couple of sections and then have Q&A and 
then get through another couple of sections and have Q&A, but we'll break, have Q&A, then we'll have 
Andrew, our Treasurer, cover funding and liquidity, and Izzy will wrap us up with credit and finance, and 
then we'll have a working lunch and Q&A at that time as well.  So that's the overall plan for the day and 
we hope to accomplish a lot as we work through the materials we've prepared. 
 
So what I'd like to start with is a slide we've used in the past and we want to list out and just cover briefly 
some aspects of our Company that we feel like have differentiated us in the past and in every case we 
think will continue to differentiate us in the future as we work to continue to build shareholder value and 
build this Company.  
 
The first is compliance, customer and employee focused culture.  You're going to hear us talk about that 
several times today and anytime you hear us speak you'll hear that as a central component of our 
strategy and when we get into our strategy page it'll be there as well.  We believe strongly that focusing 
on this is one of the keys to success in consumer finance for many years in the future and regardless of 
how the political winds may shift every four years or so, we're going to continue to focus on compliance 
and putting the customer at the center of everything we do and making that a central component of how 
we are successful going forward. 
 
So you'll hear more today and you'll continue to see more and more from us on that.  Second point here is 
data-driven underwriting discipline.  The key point we want to make there is one of the things we're really 
proud of is if you've followed us for some time you've heard us say this before—is that we've never 
originated a vintage of loans on a fully-loaded basis that has lost money.  That consistent performance is 
that we're able to say that because of this disciplined approach to underwriting.  On the prime side, FICO 
is a pretty good—you can segment risk and separate goods from bads pretty well with FICO and you 
complement that with your own models, but as you move down the credit spectrum in nonprime, which is 
the bulk of the assets that sit on our balance sheet,  that data approach really makes a big difference and 
gives us, we feel, a competitive advantage given the volumes of data we have and how we actually use it 
to make decisions and make a difference in the business. 
 
The next point is strong and growing capital base.  We talk from time to time about the Company's 
restriction from paying dividends for the past few years, but the other side of that is we've continued to 
grow capital and we've become a Company with a very large capital base which gives us, we think, a 
stability that positions us to do some interesting things going forward, positions us to take advantage of 
opportunities in the market as they come up and really that ties into the next point on funding. 
 
We work very diligently to make sure that we have a diverse, a very diverse set of funding sources.  We 
make sure that we foster very strong bank relationships.  We have a very large institutional investor 
following, the liquidity in our bonds is meaningful for those investors.  As we combine all of that with the 
fact that we also happen to be owned by a very strong global bank to provide some incremental liquidity, 
we think the combination of all those things is a really good story, and Andrew's going to spend some 
additional time on that in his section. 
 
All of these things feed into each other. That feeds into Banco Santander ownership and support.  We 
really feel like our story is a much more stable story, that we're a stronger Company in terms of how 
people view us from the outside with this big bank ownership and along with that ownership comes 
funding and other forms of support and that's a real positive element of our story.  Particularly this focus 
on liquidity and ownership and those kinds of things, it's really easy to do this when liquidity's plentiful and 
anyone can get it but when you go through those times where there may be a dislocation in liquidity which 
is a little more expensive, a little bit more difficult to get, it's these kinds of things that we feel like make a 
big difference and that's when we tend to separate ourselves from some of the competition in the 
industry. 
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And then preferred lender for Fiat Chrysler. We launched that relationship in May of 2013. That made us 
a full spectrum lender. We've been working our way up market for some time but the launch of that 
business put us in prime, put us in lease and in floorplan and we continue to look to this relationship as a 
real driver of our opportunities for growth going forward, and we'll talk about that.  I'll talk a little bit more 
about it, Rich will spend some time on that, you'll hear about that several times throughout the day.  
 
And then finally our efficient, scalable, technology-driven platform.  A lot of companies talk about their 
technology but it really is central to who we are and what we do.  We feel like our technology platform has 
allowed us to be scalable to the extent we've been able to scale the business, it's allowed us to really 
recognize the benefits of a control environment in terms of how we manage the process of collections and 
those kinds of things. We also feel very strongly that our approach to technology along with our direct 
lending platform, RoadLoans, positions this Company very well for the future in terms of how this industry 
goes digital, and we'll spend some more time on that today as well, but our technology is very important 
to us.  
 
And then at the bottom of this page I do want to touch on this because if you see a presentation by any 
arm of Santander all over the world, you're likely to see in that presentation the words 'simple,' 'personal,' 
'fair,' and I want to take a second to talk to you about how we relate to that.  For us, simple, personal, fair 
is the how. If we have anything we say we want to do, if we're going to maintain a leadership position in 
something, if we want to continue to—we have an aspirational element of who we want to be and what 
we want to become, if we want to get better at how we treat consumers, the answer in how is being 
simple, personal and fair. That's something we really implement into what we do.  It's not just a corporate 
tagline.  We really believe it and live it everyday.  You'll hear the same from the different units around the 
world within Santander. 
 
So this next slide, once again, if you've covered for some time and you're familiar with the story, you've 
seen some version of this slide, and so instead of walking through each box I do want to cover a couple 
of themes about the history of this Company. If you go back to our founding, from the founding of this 
Company in the mid 90s, we were a Company focused on originating subprime loans through franchise 
dealers.  It was a very simple approach and these dealers were affiliated with major brands—they were 
Ford, Honda, Toyota, Nissan, Chrysler dealers—and that was our business, that was our niche.   
 
Not too long after the founding of the Company, we became 49% owned by Halifax Bank of Scotland and 
that happened in the year 2000, and while we obviously have to acknowledge that big bank ownership 
means something different today than it did 17 years ago, when we first started marching that path, if you 
think about this Company and its very early stagers of development, bringing in big bank compliance and 
controls and oversight and internal audit and those kinds of things, it really positioned this Company to 
march down the path that we did, positioned us to be scalable to the extent that we were and that began 
a period of organic growth.   
 
Which takes us to the end of 2006 when Banco Santander acquired a majority stake in the Company.  
Not too long after that, we hit the financial crisis.  What's really interesting for us about the timing of that is 
that two things happened for us.  The first thing that happened is that we were profitable during the crisis 
when a lot of our competitors weren't.  So that fact alone was a big credibility builder for us internally 
within Santander, and if you combine that—so that's the first element—if you combine that with the very 
important second element of our success during the crisis, that's that Banco Santander was a very strong 
bank when some other banks weren't quite as strong.   
 
So our performance combined with their strength put us in a position to really see some opportunities in 
the market.  Between the summer of 2018 and the spring of 2011, we acquired and/or converted about 
$35 billion of assets onto our systems, showing the scalability of our platforms and really migrating the 
business up market.  Not away from the subprime where we started, but just as an additional addressable 
market for us.  It's very meaningful for the business.  At the end of that time period, at the end of 2011, we 
also had some private equity investors come into the Company and ultimately a couple of years later, in 
January 2014 when we went public and we were here, one of the drivers was the exit of those private 
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equity investors.  Along the way also, as I mentioned before, in May of 2013, we launched Chrysler 
Capital, and also as I briefly mentioned, that made this Company—it really completed this evolution of 
deep subprime through franchise dealers to full spectrum lender across every aspect of auto finance.  It 
really completed that circle for us.   
 
A thought I want to leave you with as you look at this page is that we've gone through this period of 
change and what it's shown is the adaptability and sort of nimbleness of this Company, it definitely 
showed our scalability, and hopefully what you'll hear is this theme recurring throughout the day that we 
want to manage this Company to be successful in all types of environments.  But the reason we feel like 
this Company can be successful when it gets tough and really differentiate ourselves during those times 
is these kinds of aspects; the fact that the Company has been through so much change and been 
successful, the fact that we performed through cycles, the fact that we managed liquidity as if it's going to 
be tougher tomorrow than it is today and all of those things come together to make this, we think, a really 
good story.  
 
A little bit more on the evolution of the story.  What this does is it shows you the evolution of the Company 
from 2007 to present, and you'll see all these things moving in the same direction, revenue, managed 
assets, employees, locations, customers.  But you also—a couple of other things should stick out to you.  
One is that there's some leverage along the way.  If you look at, for example, the growth in managed 
assets versus the growth in employees and those kinds of aspects, we've seen some scale benefits here 
as we've gone through this process.   
 
The other thing that should stick out is the credit profile of the Company.  So in 2007, the average 
originated FICO was 538, you can see almost 100 points higher than today.  So we still are in subprime 
but we're a full spectrum originator operating in many different areas of the business.  And we've got 
some opportunity at the upper end that we'll talk about. 
 
When you see us talk about our Company, you'll always see this slide. The importance of this slide to us 
is it really sums up our strategy and we think the best strategy is a simple one and we try to keep it as 
simple as possible.  For us it's really four things: its vehicle finance, serviced for others, funding and 
liquidity and a culture of compliance.  What we mean when we say vehicle finance it's a lot of things. It’s 
how we operate the business.  It's continuing to drive efficiencies because that's been a real bright spot of 
the story of this Company for a long time.  Even as we add expenses in certain critical areas for long-term 
success, we have to continue to drive to be efficient.   
 
That's a big part of vehicle finance. Another big part of vehicle finance is just in general how we 
underwrite.  We want to make disciplined underwriting decisions through all parts of the competitive cycle 
to make sure that we're managing the business for the long term.  But it also obviously means looking for 
growth opportunities.  And growth, I'd say it's important for us to talk about growth in two different ways.  
The first way we typically talk about growth is we want every loan we can get at the terms we think make 
sense, and because we're constantly filtering in what we see back into our underwriting—this is a short, 
average life asset so we have a chance with today's originations to make a difference in a fairly short 
period of time in terms of how our back book performs.   
 
So we're very focused on that. On those terms we want every loan we can possibly get, which is why we 
manage liquidity the way we do and why we try to position the Company the way we do. But we do go 
through periods where competitive factors give us fewer of those loans than we'd like. So we'll go through 
a period where we see performance moving in a certain way and we make a change and if the rest of that 
market isn't doing it at the same time we get a daily report card and we get less that day. So to a certain 
extent growth for us is subject to some uncontrollable factors where we're always just trying to make the 
smart decision, what we think is smart that day and that changes everyday as we get more information.   
 
But that's really not enough. We're going to also spend some time talking today about some things we 
can do to help ourselves, things that we can control, and you've heard a little bit of this as we talked about 
it in earnings calls and those kinds of things, but we feel like we've got a lot of upside in the FCA Chrysler 
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relationship.  We feel like this—and we'll talk about this in more detail—but the Group flow agreement 
we're putting in place, we feel like will provide some real incrementality for us on the prime side and help 
feed the serviced for others business.  The initiatives we have with dealers, we had 60% growth on our 
originations for floorplan in 2016. There's no reason that shouldn't continue into 2017.  We've got a dealer 
rewards program that by the end of this year—it's already rolled out to a thousand dealers—by the of this 
year it'll be in all Chrysler dealers.  Those things make a difference. They do drive volume.  A rising rate 
environment could also benefit us in the ways we've discussed. So we have some ways that are just 
subject to what everybody else does and we'll be positioned and ready and we also have some ways that 
we're sort of being proactive in driving that. 
 
That's vehicle finance. That obviously feeds serviced for others.  And then we have funding and liquidity.  
As I mentioned, that's really critical for us. We don't want to be in a position where funding is ever is a 
disadvantage because the way we're structured there's just no excuse for that. So we focus on it, we 
manage liquidity as if we were known by a big bank and then in addition to that we're owned by a big 
bank and we get liquidity from different parts of Santander as well.   
 
And then finally, culture of compliance.  Again, as I said, you're going to hear this several times 
throughout the day.  We think these things are critical to our long-term success and when we talk about 
them internally, just to give you some insight and we'll try to do this several times today about how we talk 
about things internally, these aren't things you can do without.  They aren't arms and legs or fingers and 
toes.  You can survive without some of those.  These are vital organs. So without any one of these things 
we're not the Company we're capable of being best case and we don't exist worst case. So that's how 
critically important these things are and that's why they're the central components of our strategy.  So if 
we're really good at driving the vehicle finance business and that feed serviced for others and we have all 
the funding that we would ever need for that but we ignore compliance we don't think we're round.  If we 
focus on compliance and we're really good at that and we focus on vehicle finance and serviced for 
others but we have no funding, the same thing, and I could continue that with all four of these which is 
why again they're the central components of our strategy and our ability to be success long term.   
 
So hopefully that gives you some insight into why it's these four.  What I'd like to get to next is what we 
call—this is what we call our horizontal financials when we talk about it internally. This is pre-tax profit per 
loan all on a fully-loaded basis. A couple of things should stick out to you as you look at this slide.  The 
first is, as I mentioned before, in 2006 and '07, you definitely see vintages coming in on a profit per loan 
basis that was below what we expected when we originated those assets.  But we're obviously very proud 
of the fact that they didn't drop below the line.  Not everyone can say that.  Those were the bulk of the 
assets on our balance sheet when we went into the crisis and as we add stress on the business these 
loans still performed.   
 
On the other side of that you'll see the loans that were originated during the crisis performed much better 
than we expected at origination because what we ended up seeing is that a nonprime consumer who 
could get an auto loan during the crisis and had a job during the crisis and was confident enough in their 
ability to keep that job that they wanted to make a big purchase was a fairly resilient nonprime customer.  
What we'd done since that time as competition has picked back up because it was a different competitive 
environment during the crisis is as competition has picked back up we've seen that sort of revert back to 
the median a little bit and that's what you really see also as we're seeing aging in 2013 and ';14 vintages.   
 
Two thousand and fifteen—and I want to talk about this for a second because we talk about how we look 
at how things are performing and we factor that into how we originate new assets, and this is a good 
example of that.  So as we saw the performance of 2015 age we saw some lift in losses and we reacted 
to that, and while you can't see it on the horizontals chart yet because it wouldn't show itself, you can see 
it in the chart below. We pulled out first half vintage performance for 2014, '15 and '16 originations and 
what you see is from a net loss perspective the net losses for the 2016 vintages, it's early but these are all 
presented on the same basis, is coming in more like '14 and '15. That's a real life example of how we take 
what we're seeing and we feed it back into how we're underwriting assets. Again, that's why we think over 
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a long period of time we've been successful.  We don't just have data, we actually use it and we factor it 
into how we make decisions. 
 
Another couple of points I'll make on this slide is you can't ignore volume.  So in 2007 while the profit per 
loan was down, the volume relative to historical periods that led up to that was fairly high so the nominal 
profit was good.  Same thing with 2015.  While it deeps below and it'll end up above those six and seven 
lines, if you look at the trajectory, but while 2015 profit per loan sort of dips below because of some of 
those early losses, the volume was high and so the nominal profit will be good.  But for us, we have to 
focus on the right risk-adjusted returns, and Izzy will spend some time on this later.  We have to make 
sure we're getting paid for the risk we're taking, so we're not just focused on how we can squeeze out the 
last dollar of incremental nominal profit by doing a whole lot of loans at the wrong margin. That's how 
companies lose money when times go bad.  We try not to forget that things can go the other way and we 
try to keep that discipline, and you'll see that in action as Izzy walks through that.  
 
The other important point on this slide is particularly as we had this conversation year after year and the 
story continues is credit quality is a big factor in this too.  So not all of these vintages going forward will be 
apples-to-apples. What we're originating in 2016, as you saw on that slide, is a different credit profile than 
what we originated in 2007.  So inevitably it should come in at a lower profit per loan but a risk-adjusted 
return that we think is the right one.   
 
Next topic I want to cover is our performance versus peers.  We can debate this.  It's difficult to come up 
with a peer set but we try to come up with a broad enough, diversified enough peer set that that 
conversation would be meaningful.  If you look at our return on assets, it's very strong.  Near the top of 
the group.  Return on average equity, what's interesting about the story on return on equity is, as we 
talked about earlier, we've got a denominator effect on this ratio because our equity has been growing in 
such a fast pace.  But even with that growth you can see a very, very solid, healthy return on equity for 
the Company at 15.8%.   
 
And then finally, efficiency ratio, and I would say so if ROE is still high in spite of the growth in the 
denominator, we have the same phenomenon really happening on the efficiency ratio.  We're making real 
investments in our compliance infrastructure and our control—in our processes internally.  Those are real 
investments.  Even with those we still are among the most efficient companies in the industry.  That's 
important to us.  That's a position we plan to maintain and to continue to focus on as much as we do on 
the top line.  So you'll continue to see that leadership from us on the efficiency side, on the expense side 
of the business.  
 
One thing you might notice is, we spent a lot of time recently talking more about expenses to manage 
assets than we have been talking about efficiency ratio.  The reason for that is over time we expect over a 
long period of time to continue to be successful with the serviced for others business, and so you're sort 
of consciously taking revenue off the balance sheet, putting it in this capital light sort of fee-oriented 
business and so expenses to manage assets is probably a better ratio as that business grows but for—
that ratio looks good too.  For comp purposes it's much easier to pull efficiency ratio which is why that's 
what's here. 
 
So let's talk for a second about the state of the consumer.  This is an interesting topic because there's a 
lot of people are out with their earnings calls talking about what they're seeing with the consumer.  We've 
done the same.  What you'll hear from us is we still think the consumer is pretty strong.  It's not that we 
ignore trends.  We certainly factor in what we see into how we originate and how we think about the 
future, but the facts are pretty interesting.   
 
So the first one is obviously employment, and you'll see that in the top left of the chart.  The consumer 
has a job.  What's not on here is fuel prices.  Fuel prices are still very reasonable so the consumer has 
excess cash in their pockets because they're paying less for gas.  Consumer confidence is a really 
positive story right now.  Then you get to the bottom of the page and you'll see debt ratios.  That's where 
we think it's really important to have the right perspective because clearly we see the increasing trends.  
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We see consumer debt, non-mortgage consumer debt is at levels where it was pre-crisis, but we also see 
that the converse to that or what goes along with that is that mortgage debt is significantly below.  If you 
look at debt ratios, while they're increasing, they're still below where they were pre-crisis, particularly if 
you look at auto.  So for us, it's not that we ignore the trend.  We certainly factor in the trends, but in our 
assessment of the consumer the consumer is still relatively strong today, and that's why we see positive 
performance.   
 
That's what we see reflected in our performance, a fairly stable consumer.  We think is not the right thing 
to do is look at the trough, look at a situation where people weren't lending and it was a different market 
environment during the height of the crisis and look at the percentage increase from the trough because 
some of that is just again reversion back to some historical mean and so we don't think that's the right 
way to look at it.  We think the right view of this and many other aspects of what's happening in the 
industry is that through this cycle view, and look, it is increasing and it's something we watch, but the 
reason we're not coming out saying that it's shocking to us or we're very concerned and sort of playing 
into that is because again taking that through the cycle view and looking at all the aspects of the 
consumer we still feel like we're dealing with a relatively strong consumer.  
 
The state of the auto finance market what we're showing here at the top of the page is trends in auto 
sales.  We're also showing Chrysler's trends.  They sort of go hand in hand with each other.  We saw a 
pretty significant rate of growth and now a little bit of the leveling off.  We're also seeing an increasing 
acceptance of lease in the bottom right of the page in the market.  Lease is a good product.  We like the 
lease business.  The launch of Chrysler Capital put us in the lease business.  What we really like about 
our lease business is that we share the risk with FCA, so we feel like that helps align our interest with the 
manufacturer maybe more than if we didn't have that in place.  But it's a good business and it's a product 
that from an affordability standpoint is a good product for consumers and as the market in general has 
gotten more educated about what the product is it's been expanding, as you know.  
 
On auto loan outstandings, it's really important to do this through the cycle look, because what happened 
during the crisis is that people couldn't get auto loans or they weren't confident enough in their ability to 
pay it off that they sort of chose, they self-selected.  Then we went through a period where we—
remember, we have to remember that we're dealing with a depreciating asset with a finite life so at some 
point that asset does actually have to be replaced.  That's what we've seen.  What we saw is a big decline 
in auto loan outstandings, followed by an increase.  If you look at through the cycle, growth, the 
annualized growth rate is just over 2%.  We don't think that's unreasonable.  Again, something we watch, 
it's something we're very aware of as we look at those trends and we've said many times that we're 
dealing with a very competitive market where we have to be careful and stick to what we see in terms of 
what the right underwriting is but if we're doing that these kinds of trends, through the cycle trends in auto 
loan outstandings don't cause great concern for us. 
 
We've shown this slide in the past.  You might have it depicted as a funnel with the idea being we've got 
these different ways that we can get applications into the business.  For us, that's over 10 million 
applications a year.  As those come through through the indirect non-Chrysler business to the Chrysler 
business and through our direct auto business RoadLoans—which by the way we've been in that 
business since 2009 and it's a good business for us.  It's not a large business but as I mentioned earlier 
we think the elements of that business that we've been in for so long really leverage the digital world 
where we've seen a little bit of a pickup in interest in online transactions and those kinds of things.  We're 
really well positioned to take advantage of that.  So that's why we continue to invest in the RoadLoans 
brand and the RoadLoans platform because going forward we think that'll be a more—an incremental and 
more meaningful part of our business.   
 
But as you look at the applications from these different sources, if we get 10 million applications in a year, 
by the time in our core business, in the nonprime business, by the time it gets down to the bottom and it 
goes through this very regimented process, quick process, but very regimented, it's a single-digit rate in 
terms of what we actually book.  While we approve a much higher percentage what we actually book is 

http://www.viavid.com/


 

8 
ViaVid has made considerable efforts to provide an accurate transcription.  There may be material errors, omissions, or inaccuracies in the 
reporting of the substance of the conference call.   This transcript is being made available for information purposes only.  
1-888-562-0262    1-604-929-1352    www.viavid.com  

 

 

Santander Consumer USA Holdings Inc.– SC 2017 Analyst and Investor Day Conference Call, February 23, 2017 

fairly low in this competitive, efficient market we compete in where we're also holding the line on what we 
think is the right underwriting decision.  But, that ties with the next slide. 
 
If you look at application growth, so if you look at our business, our business got a big boost in 
applications when we launched Chrysler Capital.  So you see in 2013 that pick-up with the blue line, if you 
take that out you can see for some time as the industry's been leveling off and competition has stayed so 
fierce, our application counts have not moved that much.  In fact, if you look at all-in applications they've 
been slightly declining.  So the question we ask ourselves is, in that type of environment where you're 
seeing car sales sort of start to level off, application counts do the same for us, what's our ability to 
continue to do more?  Because from a credit perspective you have to be careful.  We all know we can 
book many more loans if we just get looser on credit and charge less.  But is there a healthy, long term 
viable way to do more?  We think the answer to that question is yes.   
 
So first let's start with app quality.  So app quality for us we feel like has been pretty good historically 
because our channel has been good so we've been focused on franchise dealers, and it's always 
dangerous to generalize, but in general the franchise dealer market is a good source of applications.  But 
then on top of that we've also—the way we've controlled the dealer market, that's led to application quality 
being fairly high.  What we're very encouraged by though is as we increase those efforts—and Rich is 
going to talk about dealer oversight.  It's an area where we're putting a lot of focus and getting better and 
frankly the regulatory expectation is that we do that.  As we focus on that and continue to get better at it 
we're seeing that we've got an opportunity to have application quality be even better.   
 
So we start with that, and then we end with some of the things I've mentioned that we'll also cover in more 
detail in other slides.  But this idea that we can take this existing pool of assets and be more competitive 
in prime as we link up with Banco Santander, as we continue to make headway in penetrating dealer 
floorplan and dealer rewards programs and those kinds of things, with that existing pool of assets without 
changing our approach to risk, we can book more loans and that's what we are focused on trying to do.   
 
We get questions from time to time on our approach to portfolio optimization and you've likely seen, and 
we've shown this slide a couple of times before, but the way we think about this internally to make it easy 
for ourselves to sort of wrap our arms around is is sort of the ends of a barbell.  So on one end you've got 
subprime, and subprime we should originate that and we should always keep it on our balance sheet.  
From time to time if this is a really aged pool of subprime assets with much less volatility to performance 
where the price makes sense and you can service it, we'll consider those kinds of things.  We've done it, 
but in general if you want to say, okay, what do you do with subprime assets?  You originate them and 
you keep them on your balance sheet.   
 
On the other side, you've got prime assets.  For us, it's always made sense of the way we fund ourselves.  
As much as we have an advantage on the nonprime side, on the prime side we operate—we 
consolidated into a bank, the regulatory view of our Company is that we're a bank, we operate in many 
ways like a bank, but we don't fund ourselves with deposits.  So it's more difficult for us on our own to be 
competitive in prime and super-prime against deposit funded institutions.  So what we've done with those 
assets is we've originated them, sold them to those deposit-funded institutions and retain the servicing.  
So that's been a fairly straightforward decision.  Again, something that we've got some opportunity with as 
the group gets more involved, Santander Group gets more involved in it.  But where we really have to 
make our decisions, our strategic decisions about how we allocate our capital and what the trade-off is on 
a stream of net interest income versus a stream of capital light fee income and servicing the asset, it's 
those decisions in the middle, that kind of near-prime space, is where we have to make our decisions 
everyday about retain versus sell.   
 
The Banco Santander flow agreement, I've mentioned it a couple of times already.  We're really excited 
about what the opportunity this brings to the Company because what it really does—and by the way, we 
expect to close—we're bullish enough about this—we expect to close the first transaction in the first 
quarter.  If it slips into the second, it'll be early second quarter and it'll be a volume-driven thing.  It won't 
be because we couldn't get the deal done.  So we're really excited about the fact that that's still on track 
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and will get done.  But as we execute that, what's really interesting for us is that it drives a lot of areas of 
our business.  So clearly, we think it has the opportunity to drive volume.  Because it drives—because the 
volume it drives is prime, it drives the Chrysler business, it's something that will be a catalyst for us 
increasing our penetration for Chrysler, we think, over time, and because it drives Chrysler and its prime 
business and they'll hold though the asset and we'll service it for them, it's a driver for a service for others.  
So it's a really important element of our strategy going forward and we're excited to be partnering with 
Banco Santander on this.  We've got some other aspects of the agreement on the page here as well. 
 
Looking at funding and liquidity again, I'll be very brief on this because we've got an entire section on 
funding and liquidity and I've already sort of covered it, but I like this pie chart because it shows you our 
focus on diversification.  You can see we've got many different sources of market funding, a lot of very 
deep, important bank relationships, the same types of relationships on the institutional investor side.  
We've got platforms that people sort of know what to expect with liquidity in those platforms that's very 
positive for an investor and we'll continue to focus on those areas, but we also have an element of our 
funding that comes from Santander and related entities and we think the combination of all those things is 
pretty powerful. 
 
On consumer advocacy and compliance, there are a couple of points I want to leave you with on this 
slide.  So I've already mentioned several times how important this is to us, but the two things I want to 
mention are, number one, when we have our regularly scheduled town hall meetings with all of our 
employees and all of our locations where we're on site have town hall meetings, this is a central point of 
those discussions. When we have video communications or any form of written communication with our 
employees, this is a central point of a large amount of those communications.  So it's filtering through the 
entire organization in exactly the way it should if we're going to be ultimately be able to say that we're 
really good at this.   
 
The second thing I'll say is that it's everybody's job in our Company.  So we've got a strong compliance 
team.  If we had their resumes in this presentation you'd agree they must be pretty good at compliance, 
they've got good backgrounds at big institutions.  But our entire team is responsible for compliance. I think 
what's really critical is every executive you'll hear from today has spent more of our career working for 
large, regulated financial institutions than not.  So the way we talk about that internally is we've got a 
group of people running this Company who know what good looks like from a compliance perspective, 
from a consumer practices perspective and we talk about making this a place that treats employees well 
and makes them feel valued.  All these things, happy customers, happy employees lead to better cash 
flows and long-term good performance.  So it's all related.  We think we've got the pieces in place to do 
that.   
 
So those are really the key messages we wanted to leave you with on this slide.  And then a little bit more 
of a drill down into customer focus.  So the first thing I'll mention is we have many different ways that our 
employees can give us ideas, both anonymously and through their managers.  So we've got the hotlines 
that are typical in the industry where people can report things that just don't look right.  We foster a culture 
where people can go to their managers and report things that they see that don't make sense or areas 
where we can be more efficient, and in our Company if you use the words 'see something, say 
something,' that's not just something you see at the airport.  We talk about it all the time.  We want people 
to say something when they see something.   
 
So in August of 2016 we'd launch yet another way to do that.  So we have a link now in our Intranet 
where our employees can go.  If they don't want to use the hotline and be anonymous, they can go to this 
link and then give us their idea for ways that we can remove barriers to servicing our customers, ways 
that we can reduce complaints, ways that we can not end up in situations where the way we incent 
certain actions and those kinds of things leads to consequences we didn't intend.  Opportunities for us to 
be more efficient.  We talked about efficiency.  All of these types of ideas we're getting these—we're 
getting our employees to submit them and it's actually happening.   
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The other thing we're doing is when we implement one of these ideas, we have monitors in all of our 
locations, in every single one of our locations and when one of these ideas gets implemented that 
person's face and their story, the idea they brought us and why it's important for the Company, gets 
broadcasted everywhere.  That's how we're influencing culture in terms of this idea that we want to hear 
from our employees, we want them to feel empowered to help us be the best Company we can be.  
 
We also formed on this focus on the consumer the Office of Consumer Practices in 2016.  In that we put 
our office of the President, which handles complaints in that group—and I'll talk about complaints more in 
a second—but if you look at one of the big accomplishments, and this may sound pretty basic, but for the 
first time in the history of our Company in late 2016 we launched a customer survey and we're getting 
feedback on ways that we can better serve our customers.  So that's been a big bright spot of the launch 
of this Office of Consumer Practices.  
 
And then finally on complaint management, there are two different elements of that.  The first is 
identification.  You want to be good at identifying complaints and we've been getting better at that.  So 
this idea that a complaint is not just somebody's determination of whether or not it made sense or not or if 
it was really our fault or not our fault, any expression of dissatisfaction is a complaint.  So because we've 
gotten better at how we identify complaints we've seen an increase in complaints.  But the next step of 
that is mitigation and prevention.  So that's what we're focused on obviously.  We think there are two 
major ways we can do that.   
 
The first is root cause analysis.  We're putting a lot of effort in getting better at root cause analysis, 
digging into why certain types of complaints happen and figuring out ways we can put changes in place to 
prevent that from happening.  But the other thing, and Rich is going to spend more time on this in a 
second, is our ability to have real-time call intervention.  That's a very unique capability that we're already 
leveraging.  It's on every single one of our dialers where we can enter a call in process if we detect a 
problem with the mining that we do on those calls real-time, but we're going to continue to get better at 
that as well.  Through a combination of getting better at really digging into root cause and leveraging that 
technology, we think our story on complaints is going to be a really good one as we move forward.   
 
With that, I'm going to turn it over to Rich to talk about some of the operational aspects of our business, 
and again after him we'll have time for Q&A and a break.  Thanks. 
 
Richard Morrin: 
 
Thanks Jason.  Good morning.  Thanks for being here today.  It's great to be with you all.  Jason 
mentioned, I'm going to spend about the next 30 minutes talking about two critically important aspects of 
SC's business, originations, which includes pricing and servicing.   
 
So we're going to start with originations on Slide 23, for those of you who are following and looking at 
your books.  So a key element of SC's success is our strong originations infrastructure.  It's an 
infrastructure that, as Jason mentioned and alluded to, is built not only for scale but more importantly has 
strong data analytics and strong, disciplined credit underwriting.  It's really that combination of items that 
sets the framework for how we approach the market and how we think about originations because the 
way we think about originations is to solve two problems.  We're actually trying to solve to optimize both 
volumes and profitability at all times.  We don't think it's a very good idea or a long-term sustainable 
strategy to just chase tick marks or chase penetration marks.  So it's really an important embedded 
philosophy within the Company.  
 
The key element, SC has multiple, as you know, for those who have covered us for a while, multiple 
origination channels.  Those origination channels yield on average just under a million applications a 
month so we get a lot of chances to look for opportunities to evaluate credit and to grow our business the 
right way at the right returns.  In 2016, SC originated over $22 billion in auto assets.  That includes 
through our preferred lending relationship with Fiat Chrysler Automobiles, Jason mentioned in the US, 
FCA.  That relationship also opened up other opportunities for SC, specifically in prime loans, leases and 
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dealer floorplan or inventory financing opportunities, which are really important, and I'm going to touch on 
a little later.  Jason mentioned it, and I'm going to touch on it later in terms of one of the key 2017 
strategies.   
 
So we're on Slide 24.  There are really three main areas I'm going to cover here over the next several 
slides: one is pricing principles and considerations, second is originations and dealer performance 
management; and last, we're going to look at servicing capabilities and efficiencies.   
 
So turning the page.  It's a little busy so bear with me and I'll take you through this slide.  SC utilizes a 
granular, risk-based approach to pricing that considers credit and loan factors, portfolio performance and 
trends in order to achieve targeted returns.  The top-left portion of the slide highlights the various macro 
type scenarios which are considered throughout our pricing process.  Specifically, I'm going to talk on the 
next slide about rising interest rates.  Obviously it's a hot topic given where we are in the market today.  
 
Moving to the right portion of the slide, there are really two types of critical changes we make to our 
programs, and what the right slide is attempting to do is give you an idea about how we think about our 
buy box.  So when we think about our buy box and we think about two primary changes we make around 
our buy box, we do two things.  One is we make credit changes.  Credit changes obviously address risk 
appetite type dimensions.  Look at three key items around our buy box: PTI, payment to income; LTV, 
loan to value; and that customer credit score.  Those three elements make up the foundation of our buy 
box, as depicted in the illustration.   
 
And then of course the second thing we do in terms of changes is with respect to pricing.  So Jason 
mentioned that we're always looking at our loan performance, we're looking at segments of loans through 
the spectrum and we're trying to evaluate if loans aren't meeting required return thresholds, or frankly if 
we're exceeding required return thresholds and there's opportunity to maximize the volume opportunities.   
 
As Jason mentioned, and you've heard him say at conferences and earnings calls that we're very surgical 
in this regard around our approach because we always look at—we also look at capture rates.  So, for 
example, we have seen over the last six or eight months some heavy competition especially in certain 
parts of the credit spectrum.  When we see low penetration rates and low capture rates in certain 
segments, it obviously is a flag for us to evaluate and review opportunities.  What are we doing?  How are 
we pricing relative to competition?  What are we seeing in terms of performance relative to those 
competitors?  Just because we see low penetration rates doesn't mean we necessarily make a change 
because one of the things that we have to contemplate, back to my earlier comment, is can we get the 
right risk-adjusted returns for those assets given what the market is demanding at the time?  Likewise, we 
don't pat ourselves in the back when we see high capture or penetration rates in segments.  We started 
asking ourselves some tough questions about whether we can get more yield from those loans at those 
capture rates or what impact it would have to capture rates based on raising price in those areas of the 
spectrum.  We also ask ourselves a question about whether we're missing something.  Are we missing 
something in terms of early performance indicators that might make us re-evaluate whether we should be 
as aggressive in those parts of the spectrum. 
 
I'm going to give you a recent example of something that we did and it alludes to and gives a real 
example of what I'm trying to describe.  So several months ago we started looking at certain pockets and 
we looked at a pocket of nonprime loans with low LTVs and with from consumers that have significant 
credit files.  We call those thick files.  You've heard us mention that before, credit thick file consumers.  
What we noticed is based on the actual loss experience that we were seeing from those consumers that 
fit that profile we were actually getting returns that were materially exceeding what we expected to make 
on those assets on a risk-adjusted basis.  So what we did is we ran scenarios, we looked at potential rate 
reduction opportunities, and impacts what we thought would be on capture and within 30 days of 
identifying that item we took a proposal through our governance process, implemented actions and 
started seeing material lift in capture rates in that population.  That's what we're doing all the time 
continuously. 
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I know you've all heard this before, I'm going to say it again - we do not chase volume or penetration at 
the expense of profitability.  We just don't think it's a good long-term strategy and the way we try to run 
our business is for the long term.  We understand the market is efficient, there are a lot of strong 
competitors in the space and it's a highly efficient market.  So we understand also that hope is not a 
strategy, and so we have specific elements that we are implementing day-to-day to execute to try to grow 
captures, get better application quality, as Jason described, and I'm going to talk about our dealer 
performance management process and things we've done to expand it, but at the end of the day we 
understand that we're not just going to chase volume and penetration.  We're never going to do it.  We 
evaluate pricing actions based on targeted returns, macro level data, as well as our own loan level 
experience.  As I mentioned we do have a strong governance process, but importantly, through that 
process, we can also be very nimble in our actions, as I alluded to in that example.   
 
Now moving to Slide 26. I'm going to discuss a specific pricing consideration related in today's 
environment, what we're dealing with today in terms of rising interest rates.  So as we all know, we've got 
macro events unfolding in the markets as interest rates have been rising since the presidential election.  
The Fed has also indicated its intent to continue to raise benchmark rates this year.  So how do we 
approach it and what do we do?   
 
Our approach is not to try to forecast interest rates and build that into what we're pricing today. That 
would make a lot of sense given the fact that as I mentioned it's a highly efficient market and we have to 
compete today, but what it does mean is we have to be very sensitive and have our finger on the pulse of 
what's happening relative to market changes and interest rate changes.  We have to monitor those trends 
and be quick to implement changes as necessary.  We actually do that through our very governed 
process but we can at any point in time, if there's a dislocation in the market, we can call meetings to 
implement changes at a moment's notice, within 24, 48 hours we can implement changes as necessary.  
It's really critically important to note that SC match funds, new originations to prevailing rates without 
significant lag.   
 
So let's dive into how a rising rate environment impacts really two different types of consumers.  First, 
we'll talk about nonprime.  As you might expect, rising, higher rates would have a more pronounced 
impact on a nonprime borrower and that's essentially because of affordability.  So as affordability 
becomes more of an issue for a nonprime borrower, deal structure terms and limits become more 
prevalent, more pronounced.  So as a result, while overall market for nonprime loans may fall in this kind 
of scenario, given that SC is one of the largest lenders in the market with better marginal cost than 
smaller competitors for these assets, we are confident in our ability to maintain or grow share in an 
environment that sees rising interest rates.   
 
On the prime side, it’s much different. It's not a matter of affordability for the most part obviously with 
prime credit. We expect even in a rising rate environment to see continued aggressive competitive 
posture in the prime space; however, and Jason alluded to it, at some point in the cycle what we do 
expect to happen is as market rates get to a point where subvented or special rate offers that are offered 
through the manufacturer, 0% offers that you see in the marketplace, the 1.9% offers that you see in the 
marketplace. As those offers become more compelling for consumers because market rates get to a point 
where the real rate in the market, the best rates someone can get is 5%, those offers become more 
attractive and drive volumes to SC.  
 
Speaking of hot topics in the industry right now, I just want to focus and mention one thing.  SC does not 
utilize kill switch technology in vehicles we finance. We have evaluated that technology.  We believe we 
have equally effective means for finding collateral when that's necessary without creating the consumer 
risk associated with that approach.   
 
Now moving to Slide 27.  I want to briefly talk about general market share trends.  We've talked about 
this.  We have seen increased competition, especially from smaller players in the market, as this slide 
depicts, since Q1 of 2015.  Having said that, we continue to always look for pockets of opportunity in 
order to do what I described earlier, which is maximize our volume and profits at the right risk-adjusted 
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returns.  We continue to do that.  I mentioned an example of that that we implemented just recently.  This 
is actually painstaking work to do. It would be much easier to apply kind of a broad brush of actions 
across our portfolio and across our program channels, but it doesn't make sense in the long term because 
there are pockets that we'd be applying rate increases to or rate decreases to that doesn't make sense to 
do that for.  
 
Likewise, if we were raising price, it wouldn't make sense to do that across the board.  So we try to be 
very surgical and precise and it takes time and it's painstaking to get there.  In fact, we made, as most 
people know, we took some pretty dramatic actions in the first quarter of '16.  Jason mentioned it.  We 
saw some early performance trends that we didn't like relative to expected performance.  We took action 
even though there was an impact on volume and a short-term impact on volume and it took the better part 
of six to seven months to start to make the right kind of changes so we can start to see captured rates 
improve again. 
 
On this slide, just for reference, SC is a top 10 lender, as shown depicted in the dotted line.   
 
Turning to Slide 30, I wanted to touch on a couple of key origination characteristic trends that are kind of 
relevant, hot topics in the industry.  The first is regarding loan term.  As you can see on the left side of the 
chart, the SC average term—while average term in the industry has been rising and there's been a lot of 
news about it, you can see what SC has done over a relatively long period of time since 2011.  Our 
average term is fairly consistent; 69 months back in '11, in '16 we finished our average term at 70 months.  
So very consistent trend.  We're not, back to what Jason said earlier and I alluded to in my comments 
thus far, we do not look for opportunities to grow volumes by loosening standard or extending terms in 
order to attract more volumes.  We're going to be disciplined in that approach. 
 
I also want to talk about, and Jason alluded to it, the credit actions we took.  Here's the specific on the 
right side of the chart.  You can see the specific trends, especially as compared to '15.  By the time we 
got to the end of '16 what we saw in our portfolio relative to '15 was a pretty dramatic difference in terms 
of credit quality, we saw better deal structures both from an LTV perspective, lower LTVs, lower PTIs and 
we were achieving those results at nominally lower yields.  So a much better trade.  Obviously what we 
expect—Jason showed in one of his slides on loss through the first half of '16 relative to '15 and '14—we 
expect as a result of those actions we're going to start to see the impact through better loss performance 
over this year and next year from those vintages. 
 
It's important to also note these origination trends. Izzy is going to speak to a retain view a little later on 
when he covers some slides in his section.  
 
Moving to Slide 29, this is—I want to talk about how we're managing dealer performance and oversight.  
So not only does SC have a disciplined approach to how we manage originations, we apply that same 
kind of standard in terms of the way we manage our 15,000 dealer relationships.  The market dynamics 
Jason alluded to have evolved.  Regulatory expectations of lender oversight of dealerships has increased 
pretty dramatically.  So while SC has always held dealers accountable, it's not a change, what we have 
done is we take this seriously and so what we have done is we've evolved our approach accordingly.  As 
outlined in the slide, SC uses several measures to assess dealer behavior and credit performance.  Some 
of them are traditional measures used by the industry, such as loss trends, early performance trend, 
delinquency trends.  These are all standard.  These are traditional portfolio based.  Ultimately, those kind 
of tools describe what we expect a portfolio to do from a performance standpoint.  So there's nothing 
wrong with them.   
 
Bad performance also through that cycle generally shines a spotlight on bad dealership actors.  The 
problem is sometimes it takes longer for that trend to show itself.  So one of the things that we've been 
doing is modifying our approach so that we can incorporate other kind of measures that allow us to be 
mum responsive to seeing early warning indicators.  So, for example, we started building in identifiers on 
customer complaints.  We do welcome calls.  During those welcome calls to consumers we ask questions 
about dealers, the dealership experience.  We receive calls from consumers all the time about 
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complaints.  Jason alluded to it.  Some of those complaints are not about SC specific, they're about their 
dealership experience.  We now log that information and mine that information and then use that 
information to build in to early warning indicators about dealership performance and portfolio 
performance.   
 
We also look at negative financial performance trends.  Both of those items also ultimately correlate very 
highly to portfolio performance and consumer harm.  So we feel this gets us to even a higher level of 
dealer oversight.  As Jason mentioned, holding dealers accountable ultimately is a positive thing for a 
number of reasons.  One is because we get the right kind of relationships from which to try to grow our 
volume, but secondly, the application population we get is a lot more positive and high quality, which we 
view is very positive.   
 
I just want to turn to Slide 30 and talk about servicing and I want to highlight a couple of things here.  SC 
services over $15 billion in assets, so we have scale and scale owner servicing platform.  We touch over 
2.7 million customers and we do this while maintaining a leading industry expense ratio.   
 
On Slide 31, I'm going to talk the evolution of our servicing platform, which was built for both scale and 
compliance.  The evolution of this capability began during the last financial downturn, actually, when SC 
had the opportunity to acquire and convert over $34 billion in assets from third parties.  So while we're 
always looking for ways to grow, including through inorganic ways, where we're really focused today is 
trying to organically through our private label platforms and our serviced for other relationships.  But the 
key is that SC can grow both ways.  We have the ability and we've demonstrated the ability to grow both 
organically and inorganically and we think that differentiates us in the market.   
 
Slide 32, Jason alluded to a couple of things and I'm going to talk about it here.  This slide depicts our 
focus on utilizing technology in order to be highly compliant while also maintaining a very strong customer 
focus.  This has allowed us to exceed a peer standard while also delivering an industry leading expense 
ratio.  So I'm going to talk about two things.  One is our call CallMiner software, our speech analytics 
software.  It allows for real-time intervention, as Jason described, but it also allows us to mine information 
so that we can pick up when a customer says bankruptcy, when a customer says military, when a 
customer says don't call me.  These are really important because as we mine that information we make 
sure that what we're doing is we're handling telephone Consumer Protection Act items the way we need 
to handle them, make sure we handle Service Member Civil Relief Act, or SCRA issues the way we need 
to handle them, and so mining the information appropriately to ensure that we're being highly compliant 
allows us to not only be—to provide an experience for the customer that goes beyond a peer but also 
ensures that the Company is being protected and doing the right things per the regulations.   
 
Second, I want to touch on what we call here record on demand ability, noted on the table.  Even though 
SC records 100% of our calls, what this feature allows is for associates to have the ability to bookmark or 
identify specific parts of conversations so the specific parts of those conversations can be escalated to 
managers for specific review and then oversight and follow-up.  So it's important.   
 
It is important to note that the use of technology and the integration across all of our servicing functions, 
which is what differentiates SC, is not just the technology but how we integrate it across all our servicing 
processes.   
 
Slide 33, I'm going to talk about our geographic footprint of our servicing operation.  I think most people 
know we have four domestic sites in the US, including one that we opened last year in Mesa, Arizona.  
We also have a nearshore site in San Juan, Puerto Rico, and then we have several offshore service 
providers located throughout the Caribbean.  Obviously being geographically diverse helps with 
redundancy for business continuity but also helps with both consumers and employees.  We cover a 
wider time zone coverage.  It also allows us to grow as business grows.  So we have capacity now in both 
Mesa and San Juan facility for growth. 
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Turning to Slide 34.  I'm going to highlight something specifically on loan modifications, another kind of 
key topic in today's environment.  We utilize modification tools such as extensions and TRIPPs, or 
temporary reduction in payments, and we utilize these tools in order to help customers with temporary 
hardships.  The majority of the extensions we provide are for two monthly payments with a maximum of 
eight months extended during the life of the loan.  For TRIPPs, obviously it's a reduced payment for a 
specific period of time not to exceed six months.  It is important to note that these loans are all scored.  
We evaluate them by doing a cash flow analysis and a sustainability analysis really for two purposes.  
One is we want to make sure that the modification can actually assist the consumer, and secondly, we 
want to make sure the modification makes sense for SC.  This is obviously very standard in the industry 
and it can be a win-win.  It can be a win for the consumer, they get some temporary assistance, and it can 
be a win for the lender by keeping the consumer in the vehicle over a longer period of time which 
generally leads to more payments being made against the loan.  Izzy's going to speak to the accounting 
impact of certain modification tools later in this presentation.   
 
Moving to Slide 35.  This depicts our disciplined and relatively consistent approach to the utilization of 
these tools over the past few years and although we have seen an increase in usage of tools, specifically 
TRIPPs earlier in the delinquency cycle, we believe this is a more proactive approach and based on 
recidivism rates, which is a measure of accounts coming back into delinquency post-modification, it 
supports the point.  So what we're trying to do here is be more proactive in our approach with consumers 
that have issues instead of waiting until there's a problem and then having more limited options for those 
consumers.  We're trying to be more proactive in earlier in the delinquency cycle in order to provide real 
options for the consumer that can actually benefit them over a longer period of time. 
 
Okay.  I want to spend some time here.  So, we have a lot of—as I said, we know hope isn't a strategy.  
We have specific things we're working on in '17, most importantly around Chrysler.  Chrysler represents, 
and we've talked about this before, Chrysler continues to represent an opportunity for growth for us.  It 
can't be growth at any cost.  It has to be disciplined growth at the right risk-adjusted returns and the right 
profitability, but we think we have a plan of how to execute that effectively and it's focused on three key 
areas.   
 
One is our dealer rewards program.  It's actually called VIP.  Jason mentioned we have 1,000 dealers 
around the program today.  We expect to roll it out through the next couple of quarters, several quarters 
to the remaining eligible Chrysler dealer population.  This is going to be important because what it's going 
to do is be a differentiator back to our dealer performance management process.  It's going to be a 
differentiator to determine the right dealer relationships.  What we're trying to do through this process, 
both in Chrysler and in our core business, is really separate dealers, the right relationships and those 
relationships that don't work, and when they don't work we mean that they don't work for consumers and 
they ultimately don't work for us.  We need to separate out those relationships, identify ways to grow 
relationships from the right dealers and look for ways to frankly discontinue relationships with dealers that 
don't do things the right way for consumers or SC. 
 
VIP is important because what it will do is it'll allow dealers and give dealers an opportunity for us to 
incent them to send us more business and more performing business and do things the right way by 
consumers.  So it's a critical path for us.  So far what we've seen on dealers that we've rolled it out to has 
much better penetration rates and performance metrics from those dealerships. So it's still early.  For 
those of you who've covered us for a while, we started this last year, we had some starts and stops along 
the way because we really wanted to make sure the program was effective to accomplish ultimately what 
we try to do everyday, as I described, which is maximizing the volume and the profitability of our 
Company, and we think we have it dialed into a point now where we can start to really accelerate the roll-
out over the next couple of quarters to the remaining Chrysler population.  
 
The second big piece is floorplan.  Jason mentioned it.  We grew our floorplan originations by over 60% 
last year.  We have another very high hurdle again this year.  Floorplan is important because what it does 
essentially is expand your relationship with the dealer.  What that relationship does is—that expanded 
relationship does is two important things and it's very similar to what we're talking about with VIP.  What it 
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does is it not only gives you more penetration of consumer loans and leases and an opportunity to earn 
more penetration in consumer loans and leases, but you generally get better performance from that 
population and so you start to put more dealers in the category of the right kind of relationships on that 
side of the ledger which is what we're trying to do. 
 
Last but not least, Jason alluded to this as well, is the Banco Santander flow agreement.  This is really 
important because in order for us to really accelerate penetration levels at the right economics, what we 
need to be able to do, Jason alluded to a key differentiator between us and especially our large bank 
competitors.  We don't fund ourselves with deposits.  In prime and near-prime—the competition for prime 
and near-prime assets is intense and by partnering more closely with Banco Santander we believe we've 
put ourselves into a much better relative position to where we are today that will allow us to actually try to 
grow those assets the right way without being adversely selected in the market.  
 
Our Serviced for Others program, Jason mentioned it, obviously our Chrysler origination strategy 
specifically with Banco, will help funnel and grow that service for other channel.  And then of course we 
have our core channel.  Our core channel is critically important to what we do everyday, and while it's a 
mature channel it's always something that we're looking at, as I described earlier, across the credit 
spectrum to identify pockets of opportunity, grow the right kind of volumes at the right risk-adjusted 
returns and we make mistakes everyday.  We make mistakes everyday both pricing loans too high and 
pricing loans too low and what we're trying to do every single day is find the right optimization in every 
one of our sub-channels across our core programs in order to maximize that volume. 
 
So in conclusion, SC's foundation of discipline, scale, customer focus, compliance and profitability has 
really allowed us to be successful in the past.  We believe it's going to continue to make us successful in 
'17 and as we move beyond.  So I want to thank you for your time this morning, and I think we're now 
going to open it up for questions, and then we'll have an opportunity to take a little break for people 
who've been sitting a while and stretch your legs and take a break.  So we're going to open it up for 
questions. 
 
Jason Kulas: 
 
When we get a question, we'll respond and repeat the question because we have people listening in 
online as well so we'll make sure they get a chance to hear what was asked.  Yes? 
 
Male Speaker: 
 
You also suggested that early indications that '16 might be showing improved performance characteristics 
relative to '15.  I'm wondering, number one, is that mix shift between say DRIVE and SDART, or was it 
tightening within each platform and what are you doing right now if anything in terms of changes in that 
regard that would suggest continued development of that pattern?  
 
Jason Kulas: 
 
So the question is, we made some comments on the performance of the '16 vintage versus '15 and what 
was the driver for that.  So I'll start and I'm sure Rich will want to add on.  So what we're seeing is in 2016 
we made some changes where we just looked at certain pockets where we weren't getting paid for the 
risk we were taking and what told it us is that the losses were higher than we had anticipated, while again 
that vintages will be profitable, it wasn't what we expected.  So as Rich said a couple of different times, 
we try to be very surgical about that and as we went in and just simply made changes it's not that we 
didn't want to do business in those parts of the world necessarily, although we did find some areas where 
we weren't as interested as we were before, it was more about just tweaking and raising price and maybe 
doing some things that brought on less layered risk for us, less opportunity for this outsized loss 
experience.   
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What the result was is that we ended up for a period of time booking less nonprime business, and so by 
default that did sort of shift the business and some of that business we won't do going forward at any 
price and that's the things you learn along the way.  It's not just—we had some discussion about limited 
bureau statistic loans.  Limited bureau statistic loans are not bad loans.  Some aren't great and some are 
great but we want to do the ones that we think give us the right risk-adjusted returns.  So most of that 
migration was not a conscious decision to say, hey, we're going to move the business between '15 and 
'16.  We're going to move the business substantially at market.  It was really just to make sure that the 
business we did book had the right risk-adjusted return and what the market gave us was a higher profile 
of asset.  
 
Richard Morrin: 
  
What I was going to say is it was really both things you described is what we did because at—I alluded to 
it quickly in one of my comments.  So everything Jason described.  But we also looked at other areas 
within nonprime where frankly we were mispriced high and by getting that price more aligned in the 
market we actually got better quality in nonprime.  So thick file people with low LTVs we were actually 
getting above hurdle returns for those assets, so clearly we weren't optimizing profit and volumes by 
doing that.  So it was really both pieces that played into that dynamic. 
 
Jason Kulas: 
 
That's an interesting point because it was kind of a tale of two stories for the year because we started off 
where I described it and we ended up where Rich described it, getting some of that business back 
because we found opportunities where we were clearly overpricing based on the performance we saw.  
That's a good point. 
 
Male Speaker: 
 
Rich, a couple of questions on the mods.  Looking at the table on 35, there's clearly a seasonal element 
to the modifications but it also seems somewhat insensitive to employment trends because obviously 
employment trend was improving over 2013... 
 
 
Jason Kulas: 
 
Why are the mods so consistent more or less irrespective of what's going on in the broader employment 
environment?  We generally find with the population of people we're talking about that in this—over this 
time period especially, we've been fairly stable. So what you're describing is pretty stable over this period.  
Now if we look back during the crisis, we would have seen a slightly different dynamic but over this period 
specifically we've seen much better stability around the nature of the customer from an employment 
perspective.  It's been pretty strong over this period so we don't see that—we haven't seen that yet as a 
big dynamic of differentiator in terms of offering a mod or not, or a customer acquiring one.   
 
Now what we have done is we've tried to, as I mentioned, get better about being more proactive.  So what 
we had done in the past was when someone had a problem by the time we were able to offer them 
something their options were more limited and frankly that option even though it helped get them through 
a situation and clearly was better for that consumer generally than the alternative of taking a car back, it 
didn't really necessarily put them on a path sometimes to be successful post the modification.  So one of 
the things we're trying to be more cognizant about is if we can get to people earlier in the cycle and do 
something that actually helps solve their problem more fundamentally, still have limits, but if we can do 
that we can actually establish a way that they can be more successful post the modification. 
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Male Speaker: 
 
And then relative to the different types of mods that you mentioned on Slide 34, from an accounting 
perspective are all of these considered modifications from a reserve in terms of how they're reflected in 
the reserve?  
 
Jason Kulas: 
 
Yes, that's a great question.  The question is, from an accounting perspective are different types of 
modifications treated the same way?  So the short answer to the question is they are treated differently.  
So, for example, a temporary reduction in payment is a troubled debt restructuring from day one versus a 
deferment.  We still do both, although we're increasingly using TRIPPs.  A deferment doesn't necessarily 
count the first time.  It's based on number of months and number of times.  Actually, in Izzy's section we'll 
go into that in a lot of detail.  We've got several pages in a big section for TDR discussions and we'll go 
through the different accounting impacts.  
 
John: 
 
Slide 11 seems to be really important to me.  Is there a way to relate that to ROA since I think I saw that 
the average loan size is $21,000?  Is there a way to relate that to annual profitability given that you're 
writing 900,000 loans a year? 
 
Jason Kulas: 
  
Yes.  So the question is, do the horizontal financials on Slide 11, can we tie that back to earnings in 
ROA?  You can but there are a couple of things you have to be cognizant of.  So this is cash, so there's 
GAAP timing on provisions and those kinds of things that factors in that you have to be aware of.  The 
other thing is it's not all like-for-like. So, for example, the average loan size back in 2007 was probably 
closer to 16,000 and so that shifted over time.  But yes, if you're aware of some of those trends and 
differences, this is real actuals and cash flows. 
 
John:  
 
So if we know you're going to originate 900,000 loans this year, times $1,000 per loan, it'd be $900,000, 
it'd be $900 million pre-tax. 
 
Jason Kulas: 
  
Cash - Over the life, yes. 
 
 
Male Speaker: 
 
My questions are also on this slide.  So, I'm sorry if I missed this, but if you had the unit economics for '16 
up there as well, would you expect that that would be tracking 2014 given that the losses are kind of in 
the same area? 
 
Jason Kulas: 
 
So the question is, —and I'm sorry, if they ask the question on the microphone is that coming through 
online?  Okay, so I guess I don't always have to repeat the question.  Do you want to take that, Izzy?  Do 
you want to answer that question? 
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Ismail “Izzy” Dawood 
 
I'm sorry, I didn't catch it.  Can you repeat that...? 
 
Male Speaker:  
 
How would 2016 be tracking on this chart if based on the early performance indicator through first...? 
 
Ismail “Izzy” Dawood 
 
We feel pretty good after six to nine months of maturity before we can really feel tracking it out because 
various factors flow into this, prepayments, fees, charge-offs.  It's just not the yield.  Right now if you look 
at, I'd say the first six months of '16, which has started to mature in season, the losses are definitely 
coming in more in line with '14, and based on the market dynamics, new used mix, we expect to be close 
to where it should have been or started.   
 
Jason Kulas: 
 
But because this line is fully loaded profit per loan, it's a different credit profile so the story involves more 
than just losses.  It's really early in '16 for us to be able to talk about the full picture, but we do feel like 
we're getting paid for the risk we took. 
 
Male Speaker:  
 
Right.  And I get your earlier point, right, that because you've been taking less risk you should have lower 
profit per loan, still have attractive risk-adjusted returns, but when we look at this chart and see that 
recent vintages are in line with '06 and '07 which had very adverse economic scenarios versus benign 
today.  I guess the question is, if the economy turns what is the profitability look like for these recent 
vintages and do you think you're getting adequate return for those types of scenarios? 
 
Jason Kulas: 
 
Yes, so that's a good question.  If you look at the trajectory of these recent vintages, we actually don't 
think they come in in line with '06 and '07.  Those loans performed during a different time and we would 
expect that the same would hold true if we went through a similar situation.  Where those curves started 
to turn down because losses sort of continued to get higher in a rough environment we would expect that 
they would still be above the line.  That's our strategy.  We want to originate loans that will be strong 
loans with good cash flows through cycles even if the performance is worse than we expected.  We may 
not always be able to achieve that with every single vintage but that's the goal. 
 
Richard Morrin: 
 
At the heart of your question is exactly why we made the changes we made in the first quarter last year.  
Because what we looked at was it's not a matter of those loans not making money, but they weren't 
certainly going to—weren't making—we didn't project them to make the risk-adjusted returns we would 
expect.  Then you stress on top of those and obviously that's when you start to get potentially into 
problems.  So it's one of the key reasons why we actually made the changes we made. 
 
Male Speaker: 
 
Okay.  And just one more follow-up on the tradeoffs that you made when you made some of those 
changes in '16 relative to '15, I think.  We see here you've got a 50 basis point benefit in losses but I think 
in one of the subsequent slides it indicated almost 110 basis points reduction in yield.  How should we 
think about what you're giving off in yield relative to what the kind of savings are and what the risk-
adjusted returns? 
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Jason Kulas: 
 
So Izzy will cover that in more detail in his section, but the quick answer to that is, yes, we see the trends 
in losses, we know the yields, but we also have to look at the risk-adjusted yields we expect going 
forward and we've got a page where we cover some of those dynamics.  You have to remember also 
expenses are going to be lower because as loans have higher losses and higher delinquencies they 
become more labor intensive.  Our biggest expenses are people; we need more people, fewer accounts 
per loan. But we'll go into that in a lot of detail. 
 
Male Speaker: 
 
A little bit of a curiosity question for Rich.  There's some commentary out of America's Car-Mart this week 
that they've seen an impact from the delayed pace of tax refunds.  Have you seen anything from your 
perspective either on the origination side or modification side that's been caused by roughly a month's 
delay in tax refunds? 
 
Richard Morrin: 
 
Yes.  So we have not seen anything on the modification side.  What we did see up until frankly about a 
week ago was we normally expect as we get into February to start to see application volumes start 
growing due to tax season impact.  We had not seen that early in the month.  We did start seeing at least 
what appeared to be the initial signs of some higher app volumes about a week ago.  So we'll see.  
Obviously we'll have to see if that trend kind of continues, but it seems like given the delays it's definitely 
slowed down how quickly people have been going into at least into car dealerships to spend that money.  
We have not seen anything significant in terms of modification differences as a result of the delays.  So 
what we would expect to see if the trend continues over the last week is that maybe the backlog is 
starting to unwind and people are starting to receive their refunds and we'll see if they continue to go buy 
cars with them. 
 
Jason Kulas: 
 
The key word there is delay.  The refunds are coming, they just have been delayed.  So I think that's a 
really important factor to remember. 
 
Jim: 
 
So just to the point about the model being very data intensive, responsive, flexible to changes, for me I'm 
trying to wrestle with given that assumption at what point in 2015 or '16 did you realize that the 2015 
vintage wasn't as profitable and wasn't achieving the targets you were looking for?  The reason I ask is 
because if that happened in 2015 given that you're data intensive, responsive, flexible, how do I know that 
that doesn't happen in '16 or '17? 
 
Jason Kulas: 
 
Yes, good question.  Actually let me start with a little bit of history and then you can continue with '15 and 
'16.  So, we actually saw this leading into the last crisis.  In 2006 we started to see some early 
performance trends that we didn't like, so we got into 2007 we started to make some changes and some 
tweaks.  The typical things that would work we weren't seeing it change, so we were watching it very 
closely trying to make tweaks here and there.  Finally—because this was a different environment, right—
finally in September of 2007 we just threw up our hands and said, "Look, we cannot get our arms around 
this.  We can't make changes that get us to a place we're comfortable so we're just going to really tighten 
up."  We knew what the result would because things were still so strong and our capture rates went to 
almost nothing.  So we didn't have to do that this time because we were able to see some things and 
tweak some things and make a difference earlier.  But you can go into what we saw. 
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Richard Morrin: 
 
So what's interesting is we didn't do nothing.  We actually saw in '15 some deterioration.  We started to 
make some changes.  Frankly what we didn't do in retrospect with perfect information was be fast enough 
about where we exactly needed to go with those changes.  So it was more iterative and the reason it was 
iterative was because it's very consistent in terms of tying to what I was describing.  We're always trying 
to balance those factors.  So what we didn't want to do was just make a rash decision that just pulled a 
bunch of volume out that ultimately if we didn't need to go that far and then scale back up.  So what we 
frankly were doing was more iterative.  We got to a point eventually where we said it kind of wasn't 
obviously at the extent of the crisis but we frankly got to a point where we just said, "You know what, 
there is certain segments of subprime specifically in the deepest segments, especially around layered 
risk.  We just don't see a price for these loans.  We just don't see it."  So even though we were trying to 
be iterative, we just don't see it, and so that's when we took kind of what I consider to be more dramatic 
action at the end Q1 to effectively eliminate volume.  So you've all—most people in this room that have 
covered us have heard what we tried to do is actually set the right price based on the loss expectations 
and the risk-adjusted return we need.  We got to a point on a subset of those loans we just didn't think 
that was feasible any longer given the way they were performing so it didn't appear like we were doing 
much and then we took a dramatic step as we got into the first—the end of the first quarter.  
 
Jason Kulas: 
 
Another shift that's happened is as we put more structure and governance in the Company, we used to 
talk about things like this and we'd say, "Hey, if we see something we put the change in tonight" and just 
a few people made that decision.  We didn't have much documentation around it and those kinds of 
things but we were making good decisions and we were making them fast and that was one of the things 
that differentiated us.  So the thought is as you go through this process of adding more structure and 
bureaucracy and control to the process that you lose some of that and the fact is we don't think we have.  
Because the example Rich gave, we have the ability to call a special meeting but those meetings are 
minutes and they officially have representation of all different areas of the business with oversight from 
the bank holding company that we consolidated into but we can still move quickly and so we haven't lost 
that edge, we don't think.  We can still respond to things that we see.  
 
Richard Morrin: 
 
With effective challenge and debate which is healthy. 
 
Male Speaker:  
 
Following up on that, what changes have you implemented as we go forward that will minimize the risk of 
that '15 vintage kind of occurring again?  Along that line, I mean there are others in the industry that are 
still growing.  Do you think—I mean what do you think you'll need to do to get that market share back 
when you do decide that you're ready to kind of start growing originations again? 
 
Jason Kulas: 
 
So on the origination growth, we're ready today.  We'd love to do more loans than we're doing and we're 
trying to do some things as we talked about to push that through ourselves without moving credit and 
doing things we don't think make sense.  So some of that—but some of that's a little bit out of our control.  
We have to do, and Rich alluded to this, we have to look in the mirror everyday on both sides where we 
have high capture and low capture and sort of ask ourselves, we have good data and we think we're good 
at this but is what we're doing really the right thing?  We make tweaks.  So I would say the direct answer 
to your question is we're ready, we're ready now.  We want to do more volume.  The answer will always 
be that but it has to be smart volume because we want to be doing this for a long time and we want to be 
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continuing to tell the story we can tell today about the resiliency of our vintages and we think that builds 
more shareholder value over time than any short-term push to go and grab more share. 
 
Male Speaker: 
 
On Slide 26 you talked about the impact of rising rates.  Obviously there's a lot more non-mortgage 
consumer leverage in the system which has been magical because of low rates.  Is this a fairly 
meaningful impact on delinquencies potentially and at what level of rates would you see that and would it 
be offset by potentially lower or still low kind of frequency on the job list claim side? 
 
Richard Morrin: 
 
On the nonprime side, yes, rising rates are going to impact these consumers.  The biggest impact for the 
most part is going to be the fact that fewer people will not be able to actually transact because we're 
going to be requiring, for example, more money down to get to a certain amount financed that we're 
willing to extend.  So what generally will happen is they just can't come up with those dollars.  The 
reason—so if the overall market starts to kind of fall, the reason why we feel comfortable given where we 
are in that space is the fact that we're a large player in the space and smaller players who are taking 
share—we're looking at the slide that actually showed smaller players taking share from us—we start to 
become—in an environment like that given our marginal cost relative to those competitors, we start to be 
able to pick up volume that they might not be able to pick up in that kind of environment and make better 
decisions about which consumer should get the right price given that dynamic.  So in an environment like 
that for nonprime consumers we would expect that we actually can maintain share or actually potentially 
grow depending on the ultimate impact to smaller players in the space. 
 
Male Speaker: 
 
How about on credit?  You mentioned the higher PTI.  At what point would you have to reserve potentially 
for that impact? 
 
Richard Morrin: 
 
Well, so what we would do, again, on PTIs, effectively because of the rates, what we're doing is taking the 
amount we're willing to finance someone in that space down to a point where the payment to income 
stays relatively consistent even to where it was in the before example.  So rate's going up, obviously the 
interest component of that represent a bigger portion of it, we can extend as much financing to that 
individual but we're getting them down to a very similar PTI point in terms of what we would be willing to 
do for the same credit.  
 
Jason Kulas: 
 
That's so critical.  We look at a lot of elements of the consumer.  We look at time at residence and time at 
job.  But one of the biggest determinants is affordability.  We can't give a consumer a loan they can't 
afford.  We just can't do it.  That's the reason why on the subprime side some people fall out at the bottom 
and we just can't do the loans anymore as rates go up because 100% of the time you'd have to be really 
bad at this business to give people loans they couldn't afford because those loans default and every time 
a loan defaults we lose half.  We lose.  Even if we securitized the loan we hold the equity position, we 
lose first.  That's a really important point for us.  We can't breach that.  So yes, we'll move within a band of 
acceptability on the PTI and LTV, but if it's not affordable we just can't do it. 
 
Richard Morrin: 
 
Even though we cut back because that's why it was important I wanted to show term.  Because one of the 
things we're not doing is saying, "Hey, you know what, we would do this loan but PTI is going to be a little 
more excessive.  But let's extend the term, the loan term out so if someone gets down to a budget they 
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might be able to afford."  That's not a long-term strategy either in our view.  So just kind of—we would 
consider that under the category of kind of loosening standards a bit to try to put more people on loans 
that ultimately they can't really afford to pay back and so that's why the average term piece is another 
important part because we kind of keep that very constant as you saw by the chart.  
 
Jason Kulas: 
 
Yes.  I love this because every time we say something it brings up something else which is great.  But 
term, term is interesting too because if you look at the founding—from the founding of our Company in the 
mid 90s, terms were significantly shorter, but also the assets weren't the same assets, right.  So some of 
that run up in term is justified.  But what we've seen from some people fairly recently is different than that.   
 
Jason Kulas: 
 
Okay, so Evan just said one more question—we'll also take a quick break.  We'll need a quick breakup 
here for a few minutes.  
 
Male Speaker: 
 
Thank you.  On Slide 28 you show relationship between yield and performance and I think the analogy 
you're trying to draw here is that the '14 credit and the '16 credit are fairly similar but I think when we look 
back the '14 yield was substantially higher.  Can you put that and some of the context of the economics? 
 
Jason Kulas: 
 
When you say '14...? 
 
Male Speaker: 
 
The '14 originated yield was a couple of points higher than it is today. 
 
Jason Kulas: 
 
Yes, so it's interesting, there are a lot of elements of the return of these loans and Izzy's going to go into 
this in more detail.  But for us, when we compare '16 to '14, while it's still very early, we're encouraged 
that we've gotten the losses back in line and we feel like we're still getting paid for the losses that we're 
seeing.  If you look at '14, it was sort of a different profile, right.  It was a different type of loan where you 
would expect a higher yield than we originated in '16.  So it's not really that it's apples-to-apples, it 
happens to be that at this aging point the losses are closer to '14 than they are '15, but we're also dealing 
with a different environment.  Losses in the market are a little bit higher today than they were back in '14, 
so I think if you adjust for some of those things, like-for-like, you would expect that if you took that much 
less yield in 2014, things would look different than what taking that much less yield in 2016 looks like.  But 
we'll go through that in more detail as well. 
 
Male Speaker: 
 
Because you're taking less and you're assuming operating expenses associated with '14 lower credit 
losses.  
 
Jason Kulas: 
 
So we're not extrapolating those curves but that's a logical conclusion you could reach given the different 
dynamics of '16 versus '14 and still an area where we think is very acceptable.   
 
Okay, so let's take a quick break for us up here and we'll come right back in five minutes. 

http://www.viavid.com/


 

24 
ViaVid has made considerable efforts to provide an accurate transcription.  There may be material errors, omissions, or inaccuracies in the 
reporting of the substance of the conference call.   This transcript is being made available for information purposes only.  
1-888-562-0262    1-604-929-1352    www.viavid.com  

 

 

Santander Consumer USA Holdings Inc.– SC 2017 Analyst and Investor Day Conference Call, February 23, 2017 

 
Andrew Kang: 
 
Thank you again for joining us today.  Thank you for the opportunity to speak in front of you guys.  I think 
the goal here is to provide a little bit more of a deeper dive into how we as a Company think about funding 
and liquidity.  It is what we call the lifeblood of our organization.  It's enabled us over the years to focus on 
growing our business, growing originations, expanding into the various areas and channel that we are 
today.  It's also allowed us to focus on profitability and our cost advantage in the market has enabled us 
to really be a leader in terms of our funding profile. 
 
The components of how we view liquidity and funding and how that translates to I think success for us is 
really based on diversification of liquidity sources, as Jason mentioned earlier today, and we'll talk a little 
bit about how we try and spread that landscape across multiple sources of liquidity.  There's a heavy 
focus on scale and depth of market that we continually have tried to penetrate.  We have a strong 
reliance on our partners, and equally as we focus on our consumer, we look to our bank partners as well 
as our institutional investors to help support us through the good times and the bad.  And really lastly I 
would say an extremely disciplined approach to how we think of market execution both in the public 
space as well as the private space. 

 
If you look on Page 40, you can see that at the end of 2016 SC had over $38 billion worth of committed 
liquidity, representing about a 10% compound annual growth rate looking back to 2010.  I'd like to give 
you guys a little perspective on this chart.  So, if you start at 2010, we had about $19 billion worth of that 
same type of committed liquidity.  However, if I think back, it was made up of one significant and very 
helpful lender.  It was based on one outstanding securitization platform, and it was also heavily reliant on 
the support from our parent, Santander.   
 
If you fast forward to 2016, the landscape has evolved and transformed quite a bit.  We have now 14 
lenders.  First of all, our committed liquidity has doubled.  With that we have increased our lender 
relationships to 14.  We have continued to focus on our support from Santander.  Currently, our 
committed liquidity from the parent total is about $6.3 billion.  The benefit of that liquidity is that it's very 
flexible in how we use it.  We can secure collateral and assets similar to how we finance our 
securitizations and our warehouses.  We're also able to fund unsecured to allow additional flexibility in 
how we access that liquidity.  Most recently, in the past couple of years, we focused on building out 
contingent capacity around that liquidity; again, liquidity and funding for potential dislocations in the 
market and other unplanned market activity that, again, we can rely on as dry powder.   
 
In terms of our lending relationships, we have over $10 billion worth of revolving warehouse facilities.  As 
you know, that is how we fund new originations.  As they originate on the front end, we pledge them to 
our warehouse facilities.  We season them in those warehouse lines and ultimately term finance them 
through either our bank lines or our securitization platform.   
 
In terms of our back financings, we have just over $8 billion as of 2016.  The reason why that's 
meaningful is it allows, again, for this diversification of liquidity and it allows us to have another source 
when, one, we're actually penetrating the securitization market pretty actively, so it allows us an offset to 
that, but it also allows us to weather market dislocations when they exist.   
 
Lastly, the largest component of our funding is securitization, and it's really been the cornerstone of our 
Funding platform since the beginning of the Company.  We've been a regular securitizer since 1998 and 
we've extended that program to encompass all of our portfolio across our credit spectrum, and we'll talk a 
little bit about that in a moment.   
 
Just focusing in on the securitization markets for a second just because it is such a vital part of how we 
fund our business.  SC is the largest issuer of retail auto loan ABS in the market and has been for the 
past two years.  Even beyond that, we've been the largest issuer of subprime ABS, or one of the largest 
dating back to 2011, so our presence in the market is real and it's tangible and it's what allows us to gain 
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consistency and execution through originations for the business.  A couple of things that I think lend itself 
to our success in accessing the securitization markets, one, is we have that long track record, so, again, 
we've been securitizing since 1998; we have a very deep investor following, so one of the largest investor 
platforms out there; our credit performance history is robust, it's one of the cornerstones of how 
securitization structure finances, you guys probably know, is assessed and analyzed; we have 
performance history that spans multiple cycles and, again, that allows our internal analytics, as well as 
those of rating agencies to get comfortable with how our collateral performs over time.   
 
The last thing I'd say that really enables our Securitization platform to be as expanseful as it is, is our 
strength in servicing.  As obviously we originate loans, there's a credit and underwriting profile, but you've 
have to remember securitization lasts the span of the loan and so during the life of that loan you've got to 
be able to service that asset effectively.   
 
Rich talked about some of our capabilities, our focus on data analytics, our systems, our technology that 
help drive servicing, and so when I think of sitting across the table from an ABS investor, it's one of the 
components of our business that really helps propel our execution in the market.   
 
Let me step back for a second. On the bottom of Slide 41, we mapped out some credit spread trends 
since the beginning of 2016.  You'll see that both in the prime and subprime space credit spreads have 
improved and SC has taken advantage of that progression over the course of those two years, into '17.  
What's really meaningful here is that when the markets are good we will take advantage of the markets 
and we will execute big deals and have a cost of funds advantage against our competitors, but what I also 
want to stress—and it may not be shown on these graphs, but when the market, as everyone knows, 
becomes dislocated, that's where the real resiliency of SC's Securitization platform comes to life.  The 
market has kind of demonstrated a tiering of issuers when it comes to auto loan ABS and the programs 
that have—again, I mentioned it before—long track records, long credit history, big quality servicing, 
those are the ones where investors will continue to focus on, even when the spread environment is worse 
than it is today and when there may be market volatility.   
 
I wanted to touch a little bit on securitization performance.  It's a topic that's had a lot of focus the past 
couple of years.  A lot of people have really been trying to differentiate securitization as it relates to auto 
loans, being that it's one of the largest components of the structured products market today.  A lot of 
people have tried to compare it back to crisis and pre-crisis asset classes to try and understand, you 
know, if we have such a heavy reliance on securitization, how can that either help us or not in terms of 
stress?  So what we did was we wanted to show a very SC-specific example.   
 
If you look on the left side of Page 42, we've simply mapped out the cumulative net losses for our 
securitizations that were issued in 2007.  These were pools of loans that were securitized, and, really, 
within the first two years of their life, experienced the height of the economic crisis and the stress of the 
consumer.  What you'll see is that, ultimately, losses came in, in those vintages of securitizations at about 
just over 23% cumulative net loss.  That probably was 20% to 30% higher than what we had initially 
expected at a time of structuring.  But what I want to point out here is that even within that stress period of 
hopefully the worst times we'll see for a long time, we still had about 6% loss cushion to what's our BBB 
breakeven multiple.  That basically means in order for the lowest holder of our BBB bonds to lose interest 
and principal, we would've had to have another 6% losses in those securitizations, again, going through 
the heart of the crisis.   
 
What we want to show on the right is just more of a normal credit environment.  These are our 
accumulative net losses.  Again, the same metric plotted against our transactions beginning in 2010 to 
today.  What you can see is absolute losses are much lower, around 13%, and the cushion against that 
same BBB breakeven is significantly bigger than it was.  The point of what we're trying to say is inherent 
in the structure of securitizations, there's a credit enhancement profile that helps us protect against loss, 
in particular, losses to investors. 
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The other component that's worth mentioning, in addition to credit enhancement, there's an inherent asset 
quality difference when it comes to auto ABS versus other asset types, in particular, mortgages that had 
to withstand the economic crisis.  In particular, autos have a shorter tenure.  It's a simpler consumer 
financial product.  The asset itself is expected to depreciate instead of appreciate, so you can kind of 
understand how that dynamic works going forward.  Also, we learned through the crisis that the value of 
the auto loan as a component of payment priority to the consumer, is at the top end of how people view 
their debt.   
 
On Page 43, wanted to just give a quick snapshot.  Many of you guys are familiar with our Securitization 
platforms, but our approach to how we've deployed that into the market also demonstrates kind of our 
focus on diversifying our sources of liquidity and making sure that we're accessing as many touch points 
as possible.  We do have three Securitization platforms.  Again, by segmenting credit risk we're able to 
target certain appetite of investors thereby penetrating as much demand in the market as we can.  
Starting from the left, we have our Chrysler Capital platform that's focused on our more prime, near-prime 
assets.  The CCART platform does tie into what Jason described earlier about how we think about 
optimizing our portfolio.  We do use this securitization vehicle as a strategy to have off balance sheet 
treatment and sell those in a Chrysler prime lower-yielding assets.   
 
On the far right you have our DRIVE platform, which is a bit of the opposite end of the credit spectrum.  It 
is deeper in credit.  It has a loss expectation of about 27% to 28% per the rating agencies.  Why this is 
meaningful for us is if you think about, again, the scale of our business and the level of originations we're 
trying to maintain and even grow in certain parts of the subprime space, the DRIVE platform was 
launched in 2015 and it really, in a lot of ways, sits on its own in terms of where it stands in the market.  If 
you look at that level of credit, if you look at the closest competitor, the deal sizes for that type of ABS 
paper are much, much smaller than they are for SC.  Really, it's those same components of how we focus 
on the success and discipline around our servicing our credit, our attention to investors that allows us to 
have, again, that level of penetration.   
 
In the middle is our SDART program.  Many of you know this as our core subprime securitization vehicle.  
We have it listed here as launched in 2007.  That's when it kind of took on its current form, but this is the 
platform that dates back to 1998, so, again, 51 transactions, over $42 billion worth of issuance.  It is one 
of the flagship Securitization platforms, not only in subprime auto but auto as a whole.   
 
Just a quick couple of touch points on how our Securitization programs benefit from other aspects of the 
markets.  On the left here we show secondary market liquidity as assessed by TRACE.  All this does is it 
has a listing of secondary market trade activity for ourselves in the red box, but also against our peers.  
What you can see here is the red bar, which is denoted by our SDART program, does have the highest 
level of secondary market liquidity in the market.  Why that is helpful is, again, we have a strong investor 
base.  We've got a lot of lending partners that help us, not only at time of new issue but also, again, 
through the lifecycle of those transactions.   
 
On the right, we just wanted to give you a quick snapshot on rating agency status.  Over the past four 
years, we've had over 500-notch upgrades of our Securitization classes.  Again, this is inherent in the fact 
that our credit structures that I described earlier help support the transaction over time.  But, really, it's 
intended to show that even though there is focus around auto securitization and some headlines around 
that, the rating agencies continue to support and upgrade credit enhancement as the deals age.   
 
One topic that has come up—and Rich discussed this earlier from a pricing and origination standpoint, 
but it's also something we wanted to touch on as it relates to our liability side—so, interest rate risk 
management, obviously a lot of focus today on the rate environment.  You probably saw this morning on 
the front page of the Journal had some thoughts on when the next rate increase would be.  We manage it 
very closely on the asset side, as Rich said, but we also manage it very closely on our liability side.  Our 
balance sheet is inherently liability sensitive given the way that we fund our business through 
securitization and term financings.   
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You can see that our asset base is primarily fixed rate.  We structurally match those fixed rate assets via 
securitization to fixed rate liabilities, so that's kind of our main interest rate risk management tool.  In 
addition to that, about half of the floating rate liabilities are swapped against interest rate swaps to close 
those positions, and so really what you're left is with about 29% of our liabilities that we manage through 
internal limits around net interest income and market value of equity based on various interest rate 
scenarios.  Again, that's just a closely managed limit for us.   
 
Just to kind of wrap up, wanted to talk a little bit about 2016 and then also a little bit about 2017.  Twenty-
sixteen was a great year for us.  It really demonstrated the resiliency of our liquidity framework.  As 
everyone knows, we had a couple of delayed filings, and through that, we were able to sit out of the ABS 
markets while we took care of those issues which are now hopefully resolved.  But what it really 
demonstrated was that, again, when you diversify your sources of liquidity, you're not reliant on one, and, 
therefore you can access others.  We have very strong bank relationships that supported us throughout 
those issues and we really came out not having been impacted from a public securitization standpoint as 
well, and, again, shows the resiliency around our investor base.   
 
In addition to that, we added a new lender in 2016.  I get really excited about that probably more than 
some of the other guys because when I think of our bank framework, we've got all of the largest 
relationships in the market, and so when I think of how to add incremental commitments and incremental 
support, at this scale and stage of our maturity, adding one lender is really something that I enjoy doing 
and we'll continue focusing on that in the future as well.   
 
For 2017, we touched a little bit about the Banco Santander flow agreement.  It'll be one of the 
cornerstones of our liquidity profile as we look to engage and improve penetration rates for Chrysler.  The 
one thing I'd add is we will focus on that sale process with the parent, but we will continue to diversify that 
liquidity for that segment of our originations with securitizations, so CCART will continue to live on as a 
second source of liquidity.   
 
The last thing I'd say for 2017 has to do with our lease funding profile.  We've been originating lease 
assets for the past three years and we have done so and financed that business through the private bank 
markets up until today.  What I'd really like to see in 2017, and we're working very closely to achieve this, 
is a Public Securitization platform, again, to diversify that level of support for the business.  So, I do think 
that is something that we'll look forward to in the coming year.   
 
Thank you again and, with that, I'll turn it over to Izzy. 
 
Ismail “Izzy” Dawood: 
 
Thanks, Andrew.  Funding liquidity is a big part of obviously what we do.  I'm going to try and wrap this 
whole thing together.  What I hopefully will demonstrate at the end of this presentation is that a very 
disciplined underwriting process in our Company, along with the ability to leverage scale and a customer-
centric focus, drives meaningful, sustainable profit and capital over time.   
 
But, first let's talk about 2016.  Twenty-sixteen, despite some challenges we had on the restatement side, 
which I've talked to many of you about, a lot of good things have happened: $6.5 billion worth of revenue; 
$760 million plus net income on a $38 billion balance sheet; as Jason mentioned, top-tier ROA and ROE 
relative to a broad set of peers; an expense-to-manage asset ratio of 2.2%, which is in the top-tier as well; 
and finally, an extremely, extremely strong capital position of 13.4% CET-1 ratio.   
 
Another thing, which Andrew quickly looked over as well, was during that restatement process, twice, 
which obviously many people would assume the Company's under stress, we added $2.5 billion in 
additional liquidity as well, just demonstrating the consistency of performance of the assets that we 
generate.   
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What I'm going to cover today—I'm going to talk a little bit about performance, talk about risk-adjusted 
deals—questions have come up already—move on to credit, talk about TDRs—I'll spend some time 
there—and then shift our focus into capital generation and income generation, and then provide a quick 
update on some topical items, such as leases, as well as Bluestem.   
 
First, just as level set, our platform, our underwriting capabilities, our ability to manage risk, has driven 
consistent revenue over the last several quarters.  The red line actually shows a growth in revenue, but 
that's predominantly driven by an increase in leasing assets.  Obviously, that's a different risk profile.  You 
move from credit risk to residual risk, and we'll talk more about that.  But the baseline here is consistency 
in that revenue profile allows us to generate income and capital in a sustainable manner.  That revenue 
consistency will drive profits.  How do you see that?  That's driven by tangible common equity growing 
over time, and CET-1 ratio also growing over time as assets grew.  That's an enviable position, obviously.  
We will likely talk about capital returns and such, but even that being said, strong capital ratios and 
tangible asset growth is a hallmark of what this Company can drive and has been able to drive.   
 
On Page 52—and I will spend a fair amount of time here—there are lots of numbers on this page and 
we'll likely go through it twice.  We have folks on the webcast as well and I think addresses one of the 
questions that was asked by the fine gentleman in the blue shirt in the third row.   
 
What you have here is 2015 and 2016 retained originations.  It's broken up into three buckets: nonprime, 
near-prime and super-prime, and a weighted average total.  How the rows work, we have our volumes—
and you can see the difference in volumes in 2016 were lower than 2015—the percentage of totals so 
you can get the weighted average volume, the modeled effective yield, what that is, is the yield we're 
expecting on that portfolio after having seen the actual performance during the seasoning period.  Now, 
unlike a prime asset, which a modeled yield would be very consistent to what an experienced yield would 
be, by definition, the volatility in our credit base means that the actual observed yield will be different than 
what we modeled on day one because of charge-offs, prepayments, and competition.  We think this is a 
good indication of kind of the performance we would expect.  Adjusted net charge-off ratio, again, 
adjusted for actual performance that we experienced while these assets have been on our books.  Finally, 
the bottom line, the expected risk-adjusted yield are expected risk-adjusted yield over the lifetime of that 
asset as well.   
 
Let's walk through what happened between 2015 and 2016.  I'm going to start off on the right-hand side 
of the page.  The expected risk-adjusted yield is flat in both cases, 8.4%.  However, if you go one row up 
on each of the tables, you see that net charge-off ratio is lower, and that is a direct consequence of the 
credit actions we took.  Somebody else asked the question was there credit mix involved?  Absolutely.  
You saw the volumes for nonprime were also less, but overall, we're able to make the same return with a 
lower risk profile, albeit, we sacrificed volume to get there.   
 
Now you move on to the left-hand side of the page.  This is where we believe our core capabilities lies 
and this is where we really drive excellence.  Overall risk-adjusted yields improved by 50 basis points, 
which is meaningful over the life of an asset, primarily driven by the loss expectations.  Going back to 
what Rich and Jason talked about, as a 2015 vintage—and we talked about six months is a good time—
as it began to mature and you saw losses coming in, we saw the overall return was not incremental to 
what we expected.  We still make a good return.  That's not the question.  But we were not getting paid 
for the incremental risk we were taking.  So changes we started making helped us basically drive what's 
in the top left-hand side on our 2016 vintage, actually, higher returns but lower loss profile.  But, through a 
very important point, as a result, we had close to 30% less volume.  Now, obviously an argument can be 
made.  Well, we'll take the lower return and drive more volume.   
 
But back to the customer base, if there is any sort of market dislocation, your room for error is much lower  
and, as a result, that's where we keep a real close eye on and structures, such as payment, loan-to-value, 
payment-to-income, are critical items to ensure that these returns, A), are sustainable and achievable so 
it hits our bottom line.  Again, just to reiterate, overall weighted average risk-adjusted yields, no 
difference, primarily driven by changes in our nonprime segment credit characteristics.   
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The last thing which I'll also mention is that middle box.  People ask me, oh, we have near and super-
prime where the returns are lower, and a lot of this is where working with flow partners, such as Banco, as 
well as CCART securitizations, there are better balance sheets that can support these sort of risk-
adjusted yields.  Again, the super-prime and such is an extremely competitive market.  The returns are 
lower, but obviously the risk is also lower.  Through our flow programs, as well as securitization 
capabilities, we hope to get a smaller percentage of those assets on our balance sheet.  Even though our 
volumes may be lower, you could see the returns in the volume could potentially be higher assuming 
successful execution of the flow programs.   
 
This is another new slide and a new credit disclosure that we're providing and hits directly on what did we 
see to drive the changes we made.  I've talked about actual losses.  What you have on this page is early 
credit performance indicators.  What that is, is any vintage on a point—and I'll go through some more 
detail here—any monthly vintage—have the assets ever been either 30 days or worse past due or 60 
days or plus past due?  I'm going to go specifically to the July 60-plus days past due, so the July 
numbers.  In July 2014 vintage, after six months on book, 10.4% of the assets were more than 60 days 
past due, July 2015, 12%, and July 2016, 10.6%.  Again, early performance indicators are important for 
us to understand how a vintage is going to perform and allows us to make proactive credit decisions in all 
the ways that Rich talked about.   
 
Furthermore, when you put all these vintages on the slide, the dark line, the one on the top is a 2015 
vintage, the gray one is 2014, and the red is 2016.  The 2016 early performance indicators are more in 
line with 2014.  That, again, gives us more confidence on a loss perspective how the 2016 vintage is 
likely to behave, all else being equal.  This is one of the critical elements as we look at credit and really 
get a view as to how performance will occur.   
 
Six months on book is also very, very important.  At that point—and I'll talk in a later slide—a fair amount 
of the ROA and losses come in the first part of the auto asset cycle.  At six months on book we start 
getting a real good indication of performance and losses.   
 
Now I've been talking about vintage level statistics for a while.  I'm going to shift over to a portfolio-level 
view.  We just talked about performance vintage metrics, loss metrics improving in '16 versus '15.  Jason 
covered that.  But in the bottom half of the slide is what all of us see every day, the actual reported net 
charge-off ratio.  If your vintages are performing better—you're showing me that—why does the net 
charge-off ratio keep going up?  There is something we always discuss called a portfolio denominator 
effect.  I'm going to spend time on the next slide on that.   
 
No offense meant by this slide.  It looks rudimentary.  Don't want to insult your intelligence, but a lot of us 
will talk about this in terms of how loss ratios are impacted by origination levels.  On the top right are 
three bars.  The top line is originations growing every period, similar to 2015; the middle line, originations 
are flat; the bottom line, originations are declining.  You can assume whatever drives that.  Holding 
everything else constant—prepayment speeds, credit profile, losses—every performance credit is the 
same.  If you look at the bottom half of the page, under a declining origination scenario, all those loss 
ratio looks pressured, and vice versa, in a rising originations requirement, those loss ratios look better.  
Remember, I told you there's no difference in the actual credit characteristic of those portfolios.  The only 
difference is how much we originate versus not.  This portfolio denominator effect is real important as we 
share our reported results with everyone.  There's an ROA effect here as well that I will talk about it a few 
minutes.   
 
Having moved from yields, I'm going to talk quite a bit about TDRs, or Troubled Debt Restructurings.  
Someone in this room actually gave me a little pointer.  I'd say in a normal credit environment—
environment is the wrong word, but in, I'd say, a traditional credit model, a TDR is effectively a precursor 
to a charge-off, right?  You first go to TDR.  Then you try and work with it and it goes to a charge-off.  Our 
customer base is very different.  Modifications, as Rich mentioned, sets that customer up for success and 
certain modifications become TDRs, and all that does is changes how I have to create an allowance for it.  
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It doesn't change the performance of that modification, it does not change the cash flows of those 
modifications, it just changes my estimate of a future loss based on that asset.   
 
How does a modification become a TDR?  We'll talk by extensions.  Two separate extensions or one of 
three or more months, a temporary reduction in payments, or TRIPPs, immediate TDR and any other 
hardship modification.  Another way of describing it is any modification that increases the term by more 
than two months turns into a TDR.   
 
I'll give you an example.  A customer with 66 months outstanding on their loan calls and says, "I need 
help," and we move, we make modifications that changes the term to 67, 68 months.  That's still a non-
TDR.  The moment it goes to 69 months it becomes a TDR.  TRIPPs, by definition, when you extend it, 
when you reduce the payments, by definition, goes beyond that two-month window and becomes a TDR.  
Again, I will demonstrate on the next slide, a classification of a TDR has no bearing on the actual 
performance of that modification.   
 
Again, before I get to the performance side, here are some trends on what we have seen.  There's a few 
items on this chart.  The dotted line represents TDRs as a percentage of the overall portfolio.  As you can 
see, around early 2014 it started to rise.  That, coincidently, is correlated to the gray bars also increasing 
in size, and those light-gray bars are TRIPPs as a percentage of total TDRs.  As I mentioned, the moment 
we give a TRIPP as a modification, it becomes a TDR, so our TDR balance grows and all that happens is 
a higher allowance coverage.   
 
So why TRIPPs?  Why do we think TRIPPs are a good modification tool?  What we did here was take the 
2014 TDR vintage.  What that means, any loans in 2014 that were classified as a TDR.  These loans 
could be originated in 2013, '12, '11, it really doesn't matter.  In 2014, that asset was classified as a TDR.  
On every charge-off metric—12 months, 18, 24—you can see it performs better than extension or other 
sort of modification.  Furthermore, you go all the way to the right, 75% of TRIPPs have either paid off or 
are active, which is 50% more than an extension.  What TRIPPs are doing is keeping a customer and 
their vehicle and really setting them up for success.  Back to—unlike what you would see in a prime loan, 
a TDR could quickly through a charge-off, but in a subprime loan where the customer is always under 
some sort of stress, to set them up for success, the right modification tools are critical, and servicing 
actually does what's the best for the customer and lets me worry about the accounting treatment of it.   
 
What have the more recent TDR vintages done?  What we are doing here is comparing the 2015 TDR 
vintage—as I said, it could be originated in 2014, even 2015 or 2013—compared to the 2016 TDR 
vintage.  The 12-month charge-off rate—and, again, seasoning does matter—the 12-month charge-off 
rate is marginally better in the 2016 TDR vintage, and TRIPPs as a percentage of the overall portfolios is 
in that mid-30s range.  Again, one could argue, well, give someone a TRIPP right away because of the 
performance, right?  It does depend.  Modifications are dependent on the circumstance.  What makes 
sense for the customer?  Also, what sets them up for success? 
 
Now I'm going to switch gears and stop talking about TDR vintage to origination vintage.  We got a fair 
amount of questions on this on the call and follow-ups as well.  Our TDR balance has grown over time.  
It's gone from $4.6 billion in Q1 '15 up to $5.6 billion.  It's $1 billion increase.  You guys can do the math 
on what that means for allowance.  However, the primary driver of that—and we've talked about it—is the 
light gray bar, which is a 2015 vintage.  It has grown up to $1.6 billion and what has happened is it's 
outpaced the growth, especially since Q1 2016, its outpaced the growth in the bottom two bars, which are 
2013 and older.   
 
I've talked about TDRs eventually either paying off or charging off.  As vintages mature, so the TDR 
balance comes down, but given the size of a 2015 vintage and the deeper subprime characteristic, that 
growth in 2015 on the top half has outpaced the growth in the bottom half of the chart.  You can probably 
glean there's a seasoning period for any sort of vintage here.  So we still believe that towards the end of 
2016 to early 2017, barring no material changes in originations, we see that the TDR balance is peaking.   
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Finally, just the sensitivity.  I know we talk about this.  It is a frustration for many because of the EPS 
impact of this, so what we did was a very, very simple sensitivity chart.  On the left-hand side are changes 
in TDR balance, up and down $200 million to $400 million.  By frame of reference, I believe Q2 to Q3 
TDR balances went up by about $275 million, just as a frame of reference.  On the top half, the sensitivity 
is the actual coverage ratio or the allowance I have to create for a TDR.  The number $3.4 billion in the 
middle is effectively my total allowance for credit losses.  My coverage ratio can move by 20, 30 basis 
points, left or right, and it's a very small impact on the actual allowance level which impacts income.  
However, a $200 million change in TDR balances, which is 4% of my outstanding TDR balances, less 
than 4%, could move income up or down by $58 million, which is roughly 20% of my quarterly income on 
average.  That's a meaningful number.   
 
Now, let's recollect what I said.  A classification of a TDR versus non-TDR, assuming they're modified, the 
cash flows is not affected whether it's classified as a TDR or not, but reported results allowances are 
impacted and that's an important distinction and we keep a close eye on that.  As Rich and many of you 
can glean, with many customer accounts and potential stresses, TDR balances, if I can forecast within a 
week and forecast 1% or 2%, that's great, but, as you can see, 1% or 2% still could drive a pretty 
meaningful impact on actual reported allowance and income.   
 
Jason Kulas: 
 
Izzy, just one thing. 
 
Ismail “Izzy” Dawood: 
 
Yes? 
 
Jason Kulas: 
 
I think you might've said peaking of '16 into early '17.  I think you meant peaking early '17 into early '18. 
 
Ismail “Izzy” Dawood: 
 
That's right.  I'm sorry.  A good boss always corrects me.  On the prior slide—I should go back—yes, we 
expect TDR balances to peak in late '17 to early '18.  Thank you.   
 
Okay.  Now I'm going to shift gears into capital and income generation which is basically what we strive to 
do day in and day out.  The horizontals kind of show that.  Every loan we make, average loan we make 
and every vintage makes money.  It's a question of how much money.  Effectively, in my vernacular, 
every loan that we have on average have generated adds to book value, adds to earnings, adds to capital 
over the life of the asset.  
 
An auto asset is interesting in the sense that what we've shown here—we've taken a 2014 modeled 
vintage.  This is a modeled vintage, but through a couple years of actual data which look relatively similar.  
What’s shown here is the annualized ROA through that life of that loan.  So, early on, the dark black line, 
you get a lot of net interest income and the ROA is high because your light gray line, which are losses, 
are lower.  If you look at the far right, even though the annualized ROA is about 4%, in the first six to eight 
months you're approaching ROAs of 7%, 8%, 6%, which then starts stabilizing as losses climb. 
 
I believe it feels rudimentary.  It is.  But the denominator effect of this—well, let me rephrase.  If we made 
the exact same originations with the exact same profile every single month over three, four, five years, 
you'd see a 3.9% ROA as modeled.  But, actual originations go up and down.  Credit mix does change, 
which drives ROA slightly up or down, and we'll talk about that.  But that origination, the dominator effect 
or portfolio effect I talked about in earlier slide on the loss ratios has a similar impact on the ROAs or 
reported ROAs.  These are pretax numbers.  So, if you envision a period where originations are rising, 
you're just putting in early period ROAs on top of each other and they look phenomenal.  Originations 
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start to come down, guess what, the aging of these portfolios start impacting the new ROAs.  So it's a 
pure math effect. 
 
So what does all this mean, pulling it back together—and John, hopefully this addresses the question you 
asked?  What we're showing here is a relatively simple cash earnings over a lifetime of our assets.  We 
have $38 billion in assets, and barring impact on allowance—we talked about what drives that—those 
accounting estimates of future losses, not actual losses, and any gains and loss on sales that we 
experienced in the market primarily around some of our flow agreements for our CCART transactions.  
Ignoring the accounting impact, the ROA of our assets of 3% to 4% on a $38 billion balance sheet, over 
time can drive $1.1 billion to $1.5 billion in lifetime earnings or capital generation or $2.10 to $2.80 a 
share.   
 
As we've said multiple times, we're not going to grow the balance sheet originations just because we have 
to get volume, but, given the sensitivity around where the balance sheet can be, assuming all of it's 
deployed, it's between $1.99 and $2.95.  Furthermore, with the success of our flow agreements and 
Chrysler penetration, the service for other income drives additional capital efficient income to the bottom 
line.  The 3% to 4% targets, when capital comes into the industry, which we've seen a couple of years, 
will drive to a lower end credit mix.  Retained mix will shift 3% to 4% as well.  Loan lease mix will also 
have your variation of 3% to 4%.  But, again, 3% to 4% is our target ROA in what we want to retain in our 
balance sheet, and we believe that’s the earnings power based on our successful execution of the 
strategy.   
 
Now, you can say that's a future projection.  That's fair.  But in the past, how has that demonstrated?  
Book value growth.  We have deployed our balance sheet, which has grown, but every time we deploy it 
we add to book value.  It's been a 16% CAGR on our book value over the last five years.  Furthermore, to 
the chagrin of maybe some—the allowance has also grown to $3.4 billion.  So there's an $8.5 million 
cushion that we have to support our portfolio.   
 
Now, when we go to lenders—which we do, and Andrew does a phenomenal job about it, and there're 
some in the room here—$8.5 billion worth of cushion also allows us to get better funding terms, allows us 
to raise liquidity—last year, when there was a lot of noise around the accounting side.  So, it's not always 
something that we say it's too much allowance or too little allowance, it's the right allowance to ensure 
that we are driving the best funding, as well as the best returns we can.   
 
Finally, to wrap all this together, why do you care?  Why do I care?  Why do we all care?  Because many 
of us hold shares here.  What we did was a simple regression analysis.  We took a broad set of peers, the 
same peers that Jason showed on Slide 11, took a broad set of peers—not Slide 11, an earlier slide, took 
a broad set of peers and plotted the price of tangible book value, where they're trading versus their return 
average equity.  It's a simple aggression.  Many of us can do it.  If you plot that line and look at our 
current stock price, you can see there's a meaningful gap.  Based on where you want to model actual 
normalized ROE or what the right capital levels is, you can move that line around.  I think the point is that 
there is substantial accretion potential in the stock price as we execute the strategy and we demonstrate 
that we will continue to do what we've done in the past.   
 
Finally, move to some more topical items that I've planned to discuss.  First, leases, leases are a big part 
of our balance sheet, $8.5 billion.  It's more than 20%.  It's a big number.  The risk here on leases is not 
credit risk anymore, its metal risk or residual risk.  One of the questions that we get asked is, how do you 
manage lease residual risk? I'm going to walk you through an example of how we actually set lease 
residuals and how this plays into our loss-sharing agreement with Fiat Chrysler.   
 
First, on the left-hand side, ALG, Automotive Leasing Guide, is used by just about everybody in the 
industry as a base contract residual.  We start there.  We have a proprietary model built on factors that we 
believe are important for each make and model that will make an adjustment up or down.  In this case, it's 
down.  Then there's the mileage adjustment.  Obviously that's customer driven in terms of what kind of 
mileage they want to put on their cars.  Finally, there could be other adjustments.  Seasonally, sometimes 
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you can get an increase based on when the contract may mature or on the timing of the year.  There 
could be other adjustments that go downwards, like manual transmission, but there's other adjustments 
as well.  That gets you to a contract residual less incentives and taxes and that is the base that we do our 
profit share or loss share with Fiat Chrysler.   
 
Put that in the back of your mind and put it away because that's important when I get to the next slide. 
 
In addition to that, we get incentives through Chrysler based on what they're trying to drive or what kind of 
models they're trying to drive, and, in certain cases, we actually get tax benefits or tax credits through the 
government, which at the end, on the right-hand side, sets the contract residual value.  As a reminder, the 
higher the contract residual value, the lower the payment for the customer, and that's what makes it 
affordable.   
 
This process, which we believe is very disciplined, what does it produce?  Since inception, we have 
disposed of over 100,000 leases, and over the last eight quarters, dispositions have come in higher than 
the contract residual less incentives and taxes, and that's important.  So I'm going to go back one slide.  
Just keep in mind the 103, 104, 102.  That is really on that middle piece, the contract residual less 
incentives and taxes.  It is lower than what the contract residual is for the customer, but with upfront 
incentives from Chrysler and tax benefits potentially, we are still coming above the contract residual less 
incentive taxes, which is a combination of our proprietary model, adjustments, and base ALG.   
 
What happens from an accounting standpoint is we take—I'm going to go back to the last slide—we take 
the right-hand side of this chart and effectively offset the depreciation somewhat over the life of the lease, 
so we do not have large gains or losses at the end of term.  It's relatively small as most of that is going to 
effectively be created over time.  Another way to think about it, when we have discounts on purchases on 
an upfront origination retail loan, we accrete that discount over time; same thing for the incentives we get 
from Chrysler and potentially tax benefits that we get for certain vehicles.   
 
Next, again, as I mentioned, 2016 was a challenging year as we had two restatements, and through that 
process several material weaknesses were identified in our control environment, which we take very 
seriously.What I want to show you—you will be able to read this when the 10-K comes out in terms of 
how much progress we've made and what have you, but this is a visual view in terms of each of the nine 
material weaknesses and what they are. 

 

The first section is really, GAAP application and execution of controls.  The second piece is around 

models and governance, and the allowance model is a big part of our accounting estimate, so is the 

accretion of either discounts, subvention, FAS 91, and the last one is to the overall control environment. 

 

So in many of them, we have finished our planning phase and have moved into the controlled execution.  

We have identified what needs to be done to remediate it.  We're now executing on those controls, and 

some we're in the process of it, but some we've actually executed. 

 

Then the third, the validation phase, which is very, very important.  The bar for material weakness is very 

high.  What validation means is, not only does our second line of defense, our SOX Team, our internal 

auditors, but also external auditors, have to validate.  We have executed those controls in accordance 

with our plans.  That is not a one-time, one cycle validation.  It's a two or three cycle validation based on 

the size of the actual estimate. 

 

As you can see, a couple of them are actually moving to the validation phase.  Once you get through all 

three phases, that's when material weaknesses are remediated.  We'll continue to provide updates on the 

calls, obviously, and a more granular update in terms of what we've done. 

 

Now, one thing I do want to stress. This doesn't happen just by sheer force.  What we have also done is 

added significant breadth and depth in our accounting and control staff.  We've hired somebody, a new 
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Chief Accounting Officer, who comes from a mortgage background, and with a large financial institution, 

during the crisis, which brings a fair amount of knowledge about loan accounting, as well as TDRs and 

the like. 

 

We also added a strong Head of Internal Controls, who is playing a very, very strong second line of 

defense role.  She also comes from large bank institutions as well as a subprime lender, so she has a 

perspective on the business and what controls are important to actually execute to ensure that you're 

applying GAAP. 

 

GAAP application, like anything else, 80% of it is really conformed towards, I'd say, traditional processes, 

prime credit, what have you.  When it comes to subprime and TDRs, there's interpretation, and having 

that kind of knowledge on our bench with prior experience really allows to make sure when we do 

remediate it, it's actually systematic.  It's not just a one and done. 

 

I don't have a slide on this and before I turn it to Jason for concluding remarks, a little quick update on 

Bluestem.  We're still in the process of exploring—not exploring, but actually finalizing our options.  It will 

be a held for sale asset at the end of this quarter.  We feel pretty optimistic we will get to a resolution 

here. 

 

However, questions do come up on our lower cost to market adjustments, and there are two aspects of it, 

one related to Bluestem.  Since it’s a held for sale asset, and you think about it on a bank balance sheet 

with a new Treasury, you have to mark it to market. 

 

We have valuations that support a mark—yes, you can argue between around 20% or 30% mark on day 

one.  But as our disclosures have shown, if you just look at the disclosure in Q4 earnings, Q3 earnings, 

you will see that the Bluestem business is actually profitable even after the mark and the losses.  

Roughly, the number is, I believe, $50 million before expenses if you add up the four quarters. 

 

The other aspect of a lower cost to market is, certain auto assets that we hold and are held for sale.  

Right now, predominantly, it is our CCART 2016-A residual.  Every quarter, we have to go and value to 

ensure that there's a market for that residual and those assets, and fair value it.  That created a little bit of 

a mark last quarter, and we anticipate a smaller mark, as I mentioned in my remarks in the Q4 call as 

well. 

 

But those are two aspects of lower cost to market that are, again, I will—I know, it's probably a broken 

record, but those are effectively mark-to-market, and it's not actually reflective of the actual performance 

of the actual asset over that time. 

 

With that, I'm going to turn it to Jason for concluding remarks and go from there. 
 
Jason Kulas: 
 
Thanks, Izzy.  What we hope has really come through today is our enthusiasm for the story, and our 
confidence that if we continue executing the way we have historically, that we're going to be creating 
shareholder value along the way.  We're really excited about the opportunities in front of us; we're really 
excited about our opportunity to differentiate ourselves, regardless of what market conditions hold going 
forward. 
 
In closing, I just want to list off our 2017 priorities.  It's no coincidence that they're exactly the same as our 
overall strategy in terms of the categories. 
 
Just going category by category, Vehicle Finance.  We're going to continue to focus on operational 
efficiency and disciplined underwriting to maximize our volume and profitability.  We're going to do it the 
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right way.  We're going to do it in a way that's sustainable over a long period of time, and that's what 
we've always done.  We're going to continue doing that. 
 
We think we've got opportunities, particularly in the near term through the Santander flow agreement, to 
continue feeding that Serviced for Others platform, and we'll be executing on that in 2017. 
 
This idea of a culture of compliance has come up several times today.  We're going to continue—we're 
going to have continuous improvement in compliance.  We're going to have a simple, personal, fair 
approach with all of our constituencies, including customers and employees. 
 
On the funding and liquidity side, we're going to continue, as Andrew said, to focus on additional ways to 
diversify our liquidity, even though I think we start with a really good base, and we're going to work very 
hard to maintain our leadership in the ABS world. 
 
We think if we execute on all of these things, 2017 will be a good year for us, but more importantly, the 
story over the longer term will be a really good story.  We'll look back on today many years from now and 
see that we created significant value and did it the right way. 
 
That's the end of our prepared remarks.  What we're going to do now, and Evan, I'll follow your guidance 
a little bit on this, is do a combination of Q&A and a quick break to grab lunches and come back in.  So 
we're going to do that now and then come back in and get settled. 
 
Let's take a few minutes to grab lunches, take a quick break, and we'll come back in for a Q&A session 
with everyone. 
 
Okay, I think our mikes are back on, I'm happy to go through questions.  I think we have 20 minutes or so, 
and would love to get started. 
 

Ravi Chopra: 
 
Hey Jason, Ravi Chopra. A couple questions on profitability.  I guess, since you guys have been public, 
clearly the cash ROAs have been there based on the signs you put up previously, but as Investors we've 
been waiting for some of the GAAP earnings to come through as you've added to reserves in the past for 
growth, and then with the change of accounting, we're continuing to see provision adds for TDR growth. 
 
Izzy, you mentioned that TDRs, hopefully, are peaking later this year, early next year.  Can you talk to 
your confidence in that, at what level do you think they'd peak, and how should we think about provision 
expense in excess of charge-offs this year based on that peaking dynamic? 
 

Ismail "Izzy" Dawood: 
 
Sure. First, on the TDRs peaking, what gives us confidence there is—at least based on what we see in 
originations and how '15 and '16, how they're performing and you forecast that out, that's where we see 
the peak coming in as the increase—and the increase in TDRs, even though they've been going up, have 
been increasing at a decreasing rate.  Factoring all that in, we see that peak coming.  Again, so far, the 
last couple of months, that view hasn't changed. 
 
In terms of how eventually the provision sort of flows through the income statement, part of it is, 
unfortunately, timing.  As much as we like to focus on it, the cash returns are more critical.  What we do 
know is just looking one quarter out, which we talked about on our last call, is that we expect our overall 
provision when it includes charge-offs and building allowance to be roughly $20 million to $60 million 
lower.  So, losses will be lower because seasonality, there's an allowance built, about $20 million to $60 
million lower in Q1 relative to Q4, for the actual provision expense. 
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I'd love to give you more outlook into 2017 if possible, but as you can tell, that sensitivity to TDRs is just 
something that could drive those allowance numbers either materially higher or materially lower.  One 
thing we do feel pretty good about from an allowance perspective, all else being equal, originations 
becoming better quality.  That you will see the allowance levels actually come down, but it's a matter of 
when. 
 

Ravi Chopra: 
 
Okay, great. My second question along profitability, that's the ROA side.  In terms of ROA, Jason, you 
made a comment earlier about getting your capital ratios to appropriate levels, actively.  Can you just 
refresh us on where you think those ratios should be, and assuming a successful SHUSA CCAR this 
year, what you're going to do about it? 
 
Jason Kulas: 
 
Yes, so I think it's important for us to start with the ROA discussion because that's the real driver.  The 
ROE depends so much on the level of capital.  What's difficult about being specific about that, about the 
right number, is that we go through a new set of stress tests on the business every year under CCAR, 
even in the new environment, and we come up with a new answer for what our minimum capital is that 
will give us adequate capital under severe stress. 
 
Last year's answer was 11%, and we're going through the process now and we'll get a new answer at 
some point this year to what that is for us.  But for the level we're sitting now, what's encouraging for us is, 
at some point later this year—I think you've heard a lot of people in different areas of Santander express 
enthusiasm about our ability to pass CCAR this year. 
 
In addition to that, there's also a written agreement that sort of governs distributions and those kinds of 
things.  We also feel confident that we're doing the things that will get us to a place where we'll have good 
discussions about our ability at some point to discuss distributions at a Board level.  Those can come, as 
you know, in many different forms.  But what will have to inform that is what our minimum required capital 
is under the stress test that we go through. 
 
Then the other thing we've said publicly is, we would expect, once we get to that point—and we hope it's 
soon—but we would expect once we get to that point, that we would start small and grow from there.  But 
just the fact that we were back into the mode of considering what to do with excess capital would be a big 
win for the business and our shareholders, and we're looking forward to getting there. 
 
So I don't mean to be evasive on the question, but it's difficult with all those different moving pieces to say 
exactly what it's going to be. 
 
The last thing I'll say, and I know you've heard me say this before but it's really important for us, is that 
we, regardless of what the answer to this question is, we're growing capital in excess of it.  We're going to 
have excess capital to distribute because this is a profitable business producing cash. 
 
If we go through a period where originations are down, it looks more like a cash cow, it still produces 
cash.  If we go through a period where they're up and we're growing, that means more is coming in the 
future. 
 
So we know how the story ends, we just don't have all the components yet and we don't know the timing. 
 
 
 
 
 

Male Speaker: 
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Thanks.  Maybe just to follow up on a few of Ravi's questions in a little more granular, and probably more 
annoying way.  Maybe just starting on the NIM, I just want to make sure I understand all of the dynamics.  
On the one hand, you have the mix shift that's clearly occurring, and on the other hand, probably a 
continued use of the securitization markets and potentially, increasingly, for some of the nonprime assets, 
which takes some of the higher-yielding assets off the books. 
 
So how do we think about NII dollars year-over-year for this year? 
 

Ismail "Izzy" Dawood: 
 
Just on securitization, this is probably a clarification.  For our nonprime, the left-hand side of that risk-
adjusted yield, we only do financing.  We keep the residual, so it stays on our balance sheet.  The pieces 
are really finances in that middle column, the more near-prime and super-prime, where the securitization 
markets are a better funding vehicle through the entire stack.  That's where we believe the right investors 
get the right return on it. 
 
So hopefully that helps the first part of your question.  On the second part, on the NIM, like I said, based 
on origination flow and that ROA chart I showed, if there is an influx of originations later in the year or 
what have you, that NIM will explode and hit—there's a reduction, that NIM will decline just because of 
the ROA dynamics.  But what we do know, relative to Q1 relative to Q4, we expect to be down 2% to 3% 
as a result of prior originations. 
 

Male Speaker: 
 
I guess what I'm trying to understand is, based on that first quarter, how do we sort of conceptualize the 
rest of the year, understanding that a larger balance sheet generates more income than a smaller one? 
 

Ismail "Izzy" Dawood: 
 
First quarter, you mean in terms of originations? 
 

Male Speaker: 
 
Just in terms of your NII guidance, right, to be down a few… 
 

Ismail "Izzy" Dawood: 
 
We'll provide more guidance when we get into our Q1 call at that point. 
 

Male Speaker: 
 
Just on the provision, again, I just want to make sure I understand all the dynamics.  It seems that, on the 
one hand you have the peaking of the '15 experience, it probably starts to diminish.  Then you have the 
peaking of the '16, but probably to a lesser magnitude, right, because of the change in mix.  But then you 
also have the TDR dynamic which requires life of loan loss expectation. 
 

Ismail "Izzy" Dawood: 
 
Yes. 
 

Male Speaker: 
 
How do we think about all three of those things, again, sort of in dollar terms, relative to this past year? 
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Ismail "Izzy" Dawood: 
 
It's that sensitivity table.  If I could forecast that better, I would.  Clearly, lower originations, by definition, 
will lead to a decreasing allowance because you're not providing for new loans coming on. 
 
But the aging of a portfolio, especially a nonprime portfolio where either loans get charge-off or potentially 
go into some sort of modification that could become TDRs, that would increase the coverage ratio.  That's 
the dynamic in play. 
 
Our ability to forecast, to be perfectly frank, it's limited.  Because, you're basically trying to get a view on 
customer behavior and customer stress which is pretty idiosyncratic based on our book.  In terms of 
usage and to the servicing side, they don't, and shouldn't care about whether it's a TDR with more 
coverage or less coverage.  They're going to try and set that customer up for success, and that's probably 
what, overall over time, drives our book value growth and get the ROAs we feel we should be getting. 
 

Male Speaker: 
 
Thank you. 
 
Jason Kulas: 
 
Yes, that's a good point.  The accounting for TDRs doesn't change our projections of cash flows on the 
same assets, or our treatment of the consumers. 
 
Richard Morrin: 
 
Yes, it doesn't impact what we do operationally. 
 
Male Speaker: 
 
Just one additional question tied to CCAR and capital distribution.  Should you pass—your holding 
companies, excuse me, pass CCAR, is there anything else obstructing your ability to return capital? 
 
Then, second question, not tied to that, would be, given the flow arrangement, where are you with your 
Chrysler penetration now, or where would you hope to be in your penetration rate in a year, say, from 
now? 
 
Jason Kulas: 
 
I'll take the first part of that and then Rich, you can take the second.  So, the other restrictive factor for us 
is the written agreement with the Fed, and that governs capital distributions.  Effectively, and this is a 
gross generalization of something that would require a lot more detail to fully communicate, but a lot of 
the elements of the qualitative results of CCAR and the controls that are needed and the governance and 
the process and modeling and documentation, all those things that go into the qualitative aspects, are 
some similar drivers of the written agreement, and those are all things that there's a tremendous amount 
of effort and focus on. 
 
So, we don't want to get ahead of ourselves but we feel like we're doing things that will put us in a better 
spot and allow us to have a better answer to the written agreement side of things, and we're working as if 
that's possible in the near term. 
 
 
 
 
Richard Morrin: 
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On the Chrysler side, I would say it's probably going to be a less than a satisfactory response in terms of 
what you'd like me to say.  I can't tell you what the penetration's going to be.  Here's what I do know, 
though, because we'll just be honest about it and transparent. 
 
The things we're going to do specifically around the flow agreement and what it's going to do for us in 
terms of prime and near-prime competitiveness, is going to help us grow share.  Now, there's huge pieces 
of this pie that we don't control. What competitors decide to do.  As you all know, we don't play in an 
industry where these players decide to pack up their bags and go home.  They compete every day.  How 
they respond to those things is yet to be determined, and ultimately will be a big driver of how impactful 
those changes are. 
 
We've already started to see some changes.  Notwithstanding the Banco agreement and what it'll do for 
us in prime and near-prime, we've started seeing some changes based on the changes we made post our 
credit actions. 
 
We started seeing market share pick up in Chrysler towards the end of last year.  December was a bit of 
an anomaly and it was mostly caused internally because we had some funding carryover into January, 
but we made some market share improvements towards the end of the year last year in Chrysler Capital.  
Once we get this agreement in place, we expect to continue to see those improvements over the course 
of this year and make meaningful improvement from where we are today, versus towards the middle or 
the end of the year. 
 
But what those numbers are going to be, is obviously very difficult to project. 
 
Jason Kulas: 
 
Yes, the point that Izzy was making on the side, also, just to add to that is, we still are incremental for 
Chrysler.  Even at lower capture rates, we move the needle for them and make a difference, and we plan 
to build on that and continue to get better at it. 
 
 
Male Speaker: 
 
Thanks, Jason.  This is a little bit higher level type question, but in the opening comments, I just jotted 
down a few notes when you were describing the consumer.  So, I heard it's still pretty strong, I heard it is 
relatively strong.  I think about that, and I—just high level, that doesn't sound like the consumers going 
gangbusters when I think about the macro environment today versus 10 years, and it feels like a lot of the 
ingredients to having a really strong, healthy consumer are in place today. 
 
I just want to ask: what are you seeing that—and maybe I'm completely wrong, maybe you're just being 
cautious—but I did hear "relatively strong", "pretty strong". What's the disconnect that I’m missing in terms 
of unemployment's so low and sentiment's so high? 
 
Jason Kulas: 
 
Yes, so I agree with everything you said in terms of the strength of the consumer.  What would make us 
qualify that at all and add the words relative and strong instead of unbelievably strong and being more 
enthusiastic about it, is some of the trends we're seeing.  Even though the all-in debt loads are still fairly 
low, particularly if you include mortgage debt, and the debt to income ratios are still relatively low; they 
have been trending up.  So, the consumer's not in the same position they were, for example, a year ago, 
but we don't think that's bad.  That's why we also went on to say, or I also went on to say that there's a 
consistency between our view of the consumer and the performance we're generally seeing.  We're 
pleased with our performance.  It's within the band of our expectations. 
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We've seen movement and losses still within a band of acceptability and profitability, and we don't see 
any catalyst for changing that in the near term.  So I'm glad you asked the question because I don't want 
to leave the impression there's this sort of underlying angst we have.  We're—I think you used a good 
word, we're trying to be cautious, and that's how we approach our underwriting, is in that cautious way.  
But no, the consumer's strong. 
 
If you don't mind, I'll kind of take this opportunity to talk about the other side of it, right, because gas price 
is a big driver for this and it benefits our consumer, but we also do a lot of work digging into gas-
producing or oil-producing economies in the US and how that might impact us, and we're really not seeing 
a big impact there either.  There's been some press around increasing delinquency—or sorry, higher 
delinquency rates in oil-producing states versus non oil-producing states.  We see that too, but the rate of 
increase is not concerning.  It's just that they're generally higher, not that they're higher and they're 
heading to a worse place. 
 
So we watch both sides of that.  We look at the unemployment trends, we look at consumer confidence.  
We look at all-in debt ratios, where they stand today, not relative to the trough when no one was lending, 
but relative to previous times that were more normalized times.  We don't see a lot to be concerned 
about, but we watch it every day because it has such an influence on how our assets will perform. 
 

Ismail "Izzy" Dawood: 
 
I'm just going to add to that.  I'm going to use you as an example because it could be fun.  So, say we 
made you a loan in, like, 2010, and you gave us a 3% to 4% ROA.  You come back to us with—again, 
you probably are going to give us a lower APR.  So you are stronger, the consumer's stronger.  But to get 
to that 3% to 4% ROA, we have to find that consumer like you in 2010.  There is always going to be 
stress there to some degree, and with the returns being more stable or being—becoming in some 
vintages higher, more capital is coming in.  So that's a balance, in terms of the consumer is getting 
stronger, but we have to find that consumer that gives us the returns that we're looking for. 
 
Male Speaker: 
 
The second question, I'll take the Investor Day as a venue for me to ask this because I feel like it's kind of 
a naïve question but I just don't have the answer.  When you talk about the regulatory environment and 
you talk about having the CCAR-like regulatory—not burdens, but hoops you have to jump through in 
terms of regulation and all your systems and infrastructure, but you don't have the deposits that a lot of 
the other CCAR banks do have. 
 
Can you just remind me or re-educate me on, why don't you guys have deposits?  What would a deposit 
strategy do for you, because I sit here and I see, you guys are a very capable Management Team, you 
describe very complex lending dynamics, why not have a depository function?  Is that ever, someday, 
going to be part of the story? 
 
Jason Kulas: 
 
We've talked about that in the past, but we haven't talked about it for some time and I'll explain why.  
We're chartered as a non-bank consumer finance company, licensed in all 50 states without overwriting 
national bank charters and those kinds of things.  So we're not a deposit-gathering institution. 
 
The reason we talked about it in the past is that while we were owned by Santander, we weren't 
necessarily integrated into a US banking framework like we are today.  We would view, given our current 
setup and the approach that we've had now for several years running, where we consolidated into a US 
bank holding Company that owns 100% of another bank, we feel like those activities now, those 
discussions now would be redundant.  Because as we roll into that infrastructure, the idea is that there's a 
more symbiotic relationship and we should be able to do things that leverage each other. 
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One great example of that is this flow agreement.  Those are the kinds of things that should happen.  
What would we hope also—and this is way down the road, this is not anything that we would expect to 
see in anyone's model, but down the road we would hope opportunities come our way, too.  Opportunities 
to leverage our capabilities and risk and process for consumer assets.  That could bring other 
opportunities for us down the road, too. 
 
I think it goes both ways for how we see the future, but that's really the core of the reason.  A few years 
ago when we had those discussions, we weren't as integrated as we are today.  We should be 
recognizing benefits.  If we couldn’t talk about a flow agreement with Banco Santander, I think you could 
kind of say, "Well, where are they?"  Right?  But we're starting to see it. 
 
Male Speaker: 
 
Thanks, guys.  I want to go back to the capital question again, because I think it's important.  You focus 
on the ROA for the ROE, but the capital is obviously a huge piece of this and you've built a ton of capital.  
You had 13.4% CET1 now, you built 200+ basis points last year, and at this current pace you'll be 
building—without growing the balance sheet, similar amounts in future years. 
 
So, as you get to the point where you might pass CCAR and the parent might pass CCAR, what can you 
do—is there anything you can do to be a little bit more forward-leaning on this, because just returning a 
portion of your earnings if we get to that point, which seems to be the base case once you get through 
this, will really not do much to slow the pace of capital accretion which will obviously damage the ROE, 
even if the ROAs hold up? 
 
Jason Kulas: 
 
You're right.  A small dividend at our earnings—with our earnings power, a small dividend doesn't really 
make much of a dent.  But I think, the way we think about it—and we also think the right way to think 
about it is, we want to get there first.  Just like my answer on one of the other questions, we don't want to 
get ahead of ourselves.  We want to get to the point where our Board can take up the matter and has it as 
an option, and grow from there.  I think at that point, we'll do exactly that.  We'll lean into what we think 
the strategy should be. 
 
At that point, we'll have a new set of circumstances to discuss.  But within that, we'll still be the same 
Company producing strong earnings and we'll have a lot of options.  So this idea of leaning in, I think its 
coming. We think it's not prudent to start there. 
 
 
Male Speaker: 
 
I've got a question on capital return.  Let's assume the issues are going to pass the CCAR test, and then 
you still have to solve the Fed agreement issue.  Do you have the timing of how long they're going to get 
resolved, and how confident you are? 
 
Jason Kulas: 
 
We hope that the things we're doing now—if you look at this infrastructure in the US and what's been put 
together over the last couple of years, the Management that's been put in place across all of the 
organizations in the US, the leadership of the holding company, all of those things, we think, result in a 
good answer to your question, in a reasonable period of time. 
 
But we actually have to go through that process and get that answer before we can speak about it with 
any real confidence.  I can tell you where we are today is significantly ahead of where we were a year ago 
and we're enthusiastic about the progress we're making.  But I can't really go beyond that, because that's 
a process that has to play itself out. 
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In the meantime, we'll still be building capital and producing strong earnings and we'll be positioned, once 
we have some choices, to do some things with our Board to figure out what we do with our excess 
capital. 
 
The other thing we don't know right now is what our minimum capital is for this year.  As we go through 
that process, we'll get another answer, but it won't be more than we have today.  So plus or minus, with 
11% being the base, we'll go through a process and we'll figure out what that is.  But we don't expect to 
get some significant surprise that creates a big hole for us to fill that prevents us from having options. 
 
Male Speaker: 
 
It's actually a different question, on used car prices.  What's your expectation on the used car price and 
do you think you have enough reserve—loss reserves for the next few years? 
 
Jason Kulas: 
 
On used car prices, and Rich I know will want to add to this, we expect, just purely driven by 
supply/demand factors with off-lease vehicles still coming and those kinds of things, we expect recovery 
rates to continue to decline at a measured pace.  We don't see any significant swings in that, but we do 
expect a measured rate of decline. 
 
For us, I think it's important to remember the way we reserve.  The recovery rate we use for reserving, 
and ensuring that we've got adequate coverage for loss, is significantly lower than where the current 
market rate is.  That provides us a lot of confidence in answering your question about, do we feel like 
we've reserved enough. 
 
Having said that, if the rate of decline is not as great as we think, which, we think it's minimal—we think 
it's sort of marginal and sort of methodical.  If it's less than that, that'll be good news.  If it's worse than 
that, we'll provision for it. 
 
Richard Morrin: 
 
I was going to add one thing.  On the pricing side, what we do is very similar to something like interest 
rates.  We have to monitor very closely what's actually happening in the market and what we see 
happening, because clearly it has to feed our pricing for new originations.  We also don't want to get too 
far ahead of ourselves in terms of forecasting even if we see deterioration, because we have to compete 
today.  We have to compete in the market today. 
 
One of the things that we build in is a very strong governance process around our pricing model input, 
around recovery rates.  We're tracking this very closely because, to Jason's points, we are seeing some 
deterioration—not deterioration that is scaring us, and so the way we handle reserves is to get a cushion 
relative to what might happen, and then we try to price in the market around all of our inputs and respond 
to inputs as we see them happening in real-time so we can inform our models and make sure we're 
pricing appropriately for new originations.  So it's just a difference between the pricing and the allowance 
piece. 
 
 
Jason Kulas: 
 
One more add-on to that is, one of the blessings and curses of the auto industry is the short average life 
of the assets.  Right?  So in this case, it's a real blessing because, as you see recovery rates declining 
and you factor that into new originations, if you're actually doing that as it happens, it doesn't take very 
long for those decisions to factor into real performance because the book is so short. 
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Male Speaker: 
 
Yes, thanks, and that's a great segue.  I guess my question really relates to—based on, kind of your 
outlook for the consumer, the collateral values that you just discussed, what are your expectations for 
accumulative losses on your—kind of, new originations?  You kind of point to '16 coming in in line with 
'14, that's great.  Do you expect that to remain the same?  Can you dimensionalize that, because that's 
such a key feature to the pricing and the penetration and the earnings over time? 
 

Ismail "Izzy" Dawood: 
 
Sure.  So, cumulative losses, obviously the biggest driver of that, frankly, is the credit profile, at the end of 
the day.  There is recovery rate implications with that.  I think Andrew had a slide of our three platforms, I 
believe we had CNLs on there as well, right, loss expectations. 
 
Rating Agency Loss Expectations. But that's probably a good view as to the three platforms.  One, 
DRIVE, which is deep subprime; SDART, I won't say middle of the road, but still subprime, and then 
CCART which is near-prime to prime. 
 
Rating agencies have loss expectations, and if we divide them by 2.5 year or 2.25 year average life, you 
come to an annualized loss number.  Frankly, if you look at the Risk-Adjusted Yields slide I shared with 
you, the difference between '15 and '16 was really a credit mix, primarily.  Recovery rates had a small 
impact, it was really credit mix. 
 
The last thing I'll add is, frankly, recovery rates have actually held up higher than most people expected.  
They absolutely have.  This whole—I think the term I've heard is a tsunami of used cars or leases coming, 
impacting recovery rates.  But to either what the manufacturers are doing or the strength of the consumer, 
those recovery rates seem like they're coming down and they're coming down at a slower level. 
 
That being said, on the allowance side, we reserve in the low 40s.  On the pricing side, the team based 
on make and model and such are making real-time adjustments. 
 
One other thing I'll add on recovery rates.  When you look at a deeper subprime customer or a subprime 
customer, predominantly the car sales is used.  So you've taken a big chunk of depreciation out of there, 
so you have a much better idea what the recovery rate should be.  Versus, when you take a prime or 
near-prime, more new cars come in so you see that recovery rate impact.  The actual dollar impact - that 
factors into the pricing as well as we go through our pricing decisions. 
 
I know it's a roundabout answer but there are multiple variables.  Rich, do you want to add anything to 
that? 
 
Richard Morrin: 
 
No, I think you hit it. 
 
Jason Kulas: 
 
Okay.  Thank you everyone for spending this time with us, and look forward to our next time with you. 
 

Ismail "Izzy" Dawood: 
 
Thank you. 
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