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Some Days, Chicken; Some Days, Feathers

It is an old Wall Street saw that some days go well - chicken - and some don't go so well - feathers.
With the economy doing what it is doing and fuel prices at the dock at $5 per gallon or higher, it sure
seems like "feathers” now, so, let's buy a boat!

The present economic environment has slowed down new boat sales tremendously and used boat sales
even more and when that happens the buyer is the one setting the price, not the seller.

Industry analysts say that new boat sales are down 20%. Brunswick, who owns Bayliner, and Sea Ray
have both announced that unit sales (# of boats, not boat prices) are down to 1965 levels. Many other
manufacturers have noted substantially the same trend. | wouldn't be surprised if you could even
negotiate a bank loan rate. Certainly, the Federal Reserve has been lowering interest rates to historic
lows again to help the economy get up off its back and at least up on one elbow. So, low prices and low
interest rates, could that be "chicken?”

The Boat Market

While prices on used boats have stalled even more than new boats, would you be surprised to know
that statistics show that used boat sales accounted for 72% of all boat sales in 2006 were used boats?
Most industry analyst believes that this trend has continued in 2007 and 2008. While the experts can't
decide whether the nation is in a recession or not, any seller of boats will tell you that the boat sale
industry has been in one since $4/gallon... A Bank of America report noted, "Factors such as the housing
slowdown, mortgage defaults, growth in the used boat market and low consumer sentiment are
affecting the overall marine industry... The current expectation in 2007 for industry boat retail sales is
roughly 260,000 units, which is below the lowest level of 270,000 units in the early 1990s."

Many industry experts talk about the boat market, using the statistics published by the National Marine
Manufacturers Association (NMMA), having a 5-year cycle to it with 3 "up” years and 2 "down" years. The
data says now that that has flipped to 3 "down" and 2 "up” years.



The last time there was an extended "recession” in the boating industry was the late 1980's into the
early 1990's. By the time it came out of that recession, there were a lot fewer boat manufacturers for
two reasons - the weak ones went "belly up” and the big got bigger. They didn't buy boats; they bought
boat companies! Rather than addressing a niche, they looked to serve the broad boating market, up
and down the economic strata.

If boating companies are buying boat companies, should we be
buying boats?

Where Are We Now?

Certainly, the industry itself has gotten smarter. They built product lines, not just served niches that
might shrink or even disappear in tough economic conditions. They are also more cost-conscious and
run like modern corporations, not a club. The weak dollar has added to the attractiveness of American
boats overseas and more American boats are sold overseas than ever before. The industry has also
become more customer focused and created brand loyalty based on service, not just features.

With that said, these tough times hit the consumer as hard as ever. And there is no comfort in thinking
about selling a house you can't carry so you can buy a boat you might live in. But, there is a new
segment to the market out there and it is going to get larger before it gets smaller - the baby boomers
who are not retiring or, if not retiring, certainly "empty nest'er's” with grown kids and a small, if any,
mortgage.

So, think about it. If it is "feathers” for some if not many, can it be "chicken” for you and your new boat
in this environment?

So, you aren't thinking about buying a boat? Can there ever be more advantages in the hands of the
buyer?



