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Presentation  

 

Operator:  Welcome to the LoJack Corporation's Updated 2008 EPS 

Guidance Investors Conference Call.  I will now turn the call over to 

our moderator, Mr. Paul McMahon.  Go ahead, please. 

 

Paul McMahon:  Thank you for your time this afternoon.  The moderator 

today is Richard Riley, Chairman and Chief Executive Officer.  He will 

be joined on the call by Ronald Waters, President and Chief Operating 

Officer, and Michael Umana, Senior Vice President and Chief Financial 

Officer.  

 

The main purpose of today's call is to respond to your specific 

questions related to our revised guidance.  However, Rich Riley will 

briefly share his comments from our recent press release so they are 

part of the archived webcast, which will be available through 

LoJack.com in the Investor Relations section. 

 

We will, over the next few weeks, respond -- report our final results 

for the first quarter and share all relevant details.  Also at that 

time, we will speak to our current view from the market. 

 

Any of our statements during this call that are not statements of 

historical fact are forward-looking statements.  In particular, any 

statements regarding financial guidance are forward-looking 

statements.  These statements reflect only our current expectations 

and are not guarantees of future performance results.  These 

statements are based on number of assumptions and involve a number of 

risks and uncertainties, and accordingly, actual results could differ 

materially.  These forward-looking statements speak only as of the 

date on which the statements are made.   



 

2 

 

 

We undertake no obligation to update or revise publicly any forward-

looking statements, whether as a result of new information, future 

events, or otherwise.   

 

For further information regarding forward-looking statements and the 

factors that may cause such differences, please see the warning 

regarding forward-looking statements in item seven of our Form 10-K 

for the year ended December 31, 2007. 

 

I will now turn the call over to Rich Riley. 

 

Richard Riley:  Good afternoon.   

 

As many of you know, the disappointing domestic car sales in January 

and February led industry analysts to reduce estimates for the full 

year 2008 to a level which reflects the lowest annual total in the 

last decade.   

 

Yesterday, several manufacturers released sales data and indicated 

that March was a particularly difficult month with year-over-year 

declines of 14% to 19% for the domestic auto manufacturers and a 10% 

decline for Toyota.   

 

The acceleration in the decline of new car sales in the first quarter, 

the announced manufacturing cutbacks on the part of many of the auto 

manufacturers, and a concern expressed by several of the large auto 

retailers now lead us to believe that the challenges in the domestic 

auto industry will not improve in the second half of the year, as we 

originally planned.  The issues affecting the industry are 

particularly pronounced in Southern California, where our penetration 

of new vehicle sales is among the highest of our markets.   

 

It is important to note that we believe our challenges are related to 

the fundamental issues in the domestic auto industry and do not 

reflect either significant incursion by our competitors or strained 

relationships with our auto dealer partners.   

 

We continue to expect solid double-digit increases in unit volume from 

our international business for the year.  While we expect our first 

quarter international unit volumes to be lower than previously 

anticipated and lower than the prior year, we expect to deliver modest 

unit growth for the first half of the year.  Furthermore, we expect 

that international unit volume will be stronger in the second half of 

the year and will partially offset the impact of our domestic business 

over the same period. 

 

We now expect that earnings for the year will be approximately $0.75 

to $0.85 per fully diluted share as a difficult domestic economic 

situation more severely impacts the auto industry than we originally 

anticipated.   
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Given the unusual circumstances, we believe it is helpful to provide 

earnings-per-share guidance for the first two quarters of 2008, as 

well.  To that end, we expect earnings per fully diluted share of 

approximately $0.04 for the first quarter and $0.20 for the second 

quarter of 2008.  Additionally, we now expect revenue to be between 

213 million and $218 million for the year.   

 

These expected results reflect spending reductions related to lower 

volumes and our ongoing efforts to manage discretionary spending to 

mitigate domestic economic challenges.   We will, however, continue to 

make investments in the strategic programs we've previously identified 

to ensure our long-term growth.   

 

We are focused on diversifying new LoJack business to our efforts to 

enter new markets for our international business and develop new 

products based on our proven technology.   

 

With that, Ron, Mike, and I will take your questions. 
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Questions and Answers  

 

Operator:  (OPERATOR INSTRUCTIONS) 

 

And our first question comes from Scott Sutherland with Wedbush 

Morgan.  Go ahead, please. 

 

Cary:  This is actually [Cary] for Scott.  I've got three questions, 

at least initially, and then I'll step out of line.   

 

But the first one is, can you provide any more detail on the decrease 

or the -- what's going on internationally, either maybe by region, if 

there was just a -- what's driving the significant -- or the slowdown?  

Is it a competition?  And kind of what do you mean by timing?  Is it 

that you got some orders late in the quarter that you couldn't fill, 

or they just fell into Q2?   

 

And then the second question is, can -- it seems like there was a 

fairly severe drop in Q1, EPS being only $0.04.  I think consensus was 

around 25.  And what was -- seems like there's some extra costs in the 

quarter.  Maybe you can detail that.   

 

And then, third, your guidance for the full year, what does that -- 

what kind of assumptions are in that?  Does it assume that now this 

really weak auto market stays kind of on the trajectory it's at, or 

does it take into any consideration that it gets worse? 

 

Ronald Waters:  Well, let's go in order.   

 

I think the first question relates to the decrease in international.  

You know, as we said, we continue to believe all year will be solid 

double-digit increase.  If you will recall back to the end of the 

year, our end-of-the-year call, we talked about some of our licensees 

taking advantage of our volume variable pricing, so I think it all 

reflects some of the buying, the patterns in the fourth quarter, and 

some of the promotions that they may have done in the fourth quarter 

that has impacted the amounts that they have bought in the first 

quarter.   

 

As Rich said, we think it's going to pick up in the second quarter and 

get double-digit growth for the full year, so we don't see anything 

significant one way or another as it relates to the international.   

 

I think as it relates to the drop in Q1, part of it is the lower-than-

anticipated sales from an international perspective, and the back half 

of the year will be more favorable.  I think, also, our -- we think 

from a domestic perspective of performance relative to last year, 

we'll be worse in the first quarter.   

 

And as far as the guidance for the full year from a domestic 

perspective, we see it pretty constant throughout the entire year.  We 
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had anticipated -- we gave out the year -- original guidance that 

there would be some increase, some improvement, rather, in the second 

half of the year.  We don't see that at all.  Obviously, if you look 

at the first three months, new car sales have deteriorated January, 

February, and March. 

 

Richard Riley:  Cary, this is Rich.  I'd just add some color to Ron's 

initial comments with respect to the international market.  

 

We've talked about it a number of times on the calls in the past.  One 

of the things that happens with our international customers is from 

time to time they'll negotiate specific contracts with an insurance 

company or with an auto manufacturer, and so their business does not 

come in all the time, kind of on a level basis throughout the year.  

So we have spent time, and we continue to spend time, with our 

international licensees to better understand what their business needs 

are going to be during the year.  We remain confident of the numbers 

that we put in place with respect, and we think it's just a timing 

issue relative to when they place their orders for 2008. 

 

Cary:  Okay, and maybe just a follow-up to that or maybe a little bit 

more clarification for my understanding.  So it seems like if you -- 

the way you talk about volume variable pricing, maybe they ordered a 

lot in Q4 and so it's taking some time to go through that?  Maybe 

that's one way to think about it.   

 

And then the second part on the timing issue is it's just -- it's just 

a little lumpy?  Is that kind of the best way to think about it? 

 

Unidentified Company Representative:  Yes, I think we've described it 

as lumpy in the past, and I think that's a good way to put [it], yes. 

 

Cary:  And then on the -- on the variable -- volume variable pricing, 

it's just they ordered a lot in Q4? 

 

Unidentified Company Representative:  I think as they get close to 

next tiers in the volume variable pricing, they might buy up to meet 

that next tier.  We think it's also part of what Rich said in that 

there is some -- could've been some promotions or deals that they did 

with insurance companies towards the end of the year that they bought 

more. 

 

Cary:  Okay.  And then just on the costs, the Q1 and being $0.04, I 

guess the reason why I kind of asked that being severe is that if I -- 

if the revenue -- if I held my costs constant at the higher revenue 

level and then brought revenue down, it seems like EPS would only be -

- only drop to about $0.10.  So is there -- is there some additional 

costs in Q1 that maybe you weren't expecting or came in higher than 

you were expecting? 

 

Michael Umana:  Cary, it's Mike.  You know, looking at that, we tried 
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to cover that subject at year-end as well on the February call, and I 

think what we said back then was that it was important to understand 

that in 2008 we intend to increase our investments in Italy, 

Boomerang, Cargo, and in operating expenses, and we highlighted, I 

think, product development and marketing expenses specifically as 

areas that we were going to invest in in 2008.   

 

Further, we went on and said that we expect the resulting OpEx and 

other expense investments to occur fairly evenly over the quarters of 

2008, and I think that's where we are as of today, so there's no 

significant change to that that I'm aware of. 

 

Cary:  Okay, that helps.   

 

And then, I guess, on the guidance side again, so if the market were 

to precipitally drop now in the second half of the year, there is 

always a chance that, I guess, we could be having this conference call 

again, I would assume, because the market just looks so bleak. 

 

Michael Umana:  Yes, I would say at this point, we're not going to 

speculate on what we do or how it would impact the business.  I think 

we're clearly doing our best to take a view of where the market is 

today and how that may impact our business. 

 

Cary:  Fair enough.  I appreciate that.  Thank you. 

 

Operator:  And our next question comes from the site of Jeff Blaeser 

with Morgan Joseph.  Go ahead, please. 

 

Jeff Blaeser:  Thank you, and thanks for taking my call.  One question 

on penetration rates.  How are they doing versus car sales, and are 

you seeing any customers in this economic environment defer costs in 

lieu of LoJack for a lower--? 

 

Unidentified Company Representative:  I think that from a penetration 

perspective, we don't have all the final numbers for the first 

quarter, and we'll go through those when we do our call.  But I think 

that if you look at the market as a whole, we mentioned the 

deterioration.  The deterioration in California is probably worse than 

the average of the entire market, and we're over-indexed in 

California, so that's going to have an impact on our penetration 

relative to the overall performance of the market.   

 

Again, we mentioned at the end of the year that as the dealers get 

into precipitous declines, there is a focus on pushing this deal, 

getting the cars off the lot, less focus on aftermarket products.  You 

know, as it relates to anything, as far as individual customers, we 

don't -- we haven't -- had nothing significant from an individual 

customer, and if anything, notwithstanding their concerns about the 

general economic environment, they're looking to us to try to come up 

with solutions to help them increase profitability, so nothing 
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negative from an individual customer perspective. 

 

Richard Riley:  Jeff, this is Rich.  I think it's safe to assume that 

the penetration rates have dropped, and we talked about that in the 

last quarter of the year.  And I think the experience is we're going 

through a year in the auto industry which is -- I don't want to say 

it's unprecedented, but it's been -- it's been 10 years since they 

were last at these levels, and when it gets that -- I don't want to 

use -- when it gets that desperate for them, quite honestly, they take 

a different view to what it is they're selling at that point in time.   

 

So I think they're anxious to move the metal, as Ron indicated, and 

less inclined to focus on the aftermarket products during that period 

of time.  So we've not -- we've not nailed down the numbers.  We won't 

know that for another six weeks or so for the first quarter, but I 

think it's safe to assume that our penetration rates have declined 

then. 

 

Jeff Blaeser:  Okay, and then you mentioned the discretionary spending 

opportunities -- can you give us some color on what areas those may be 

that may have some potential for reductions? 

 

Unidentified Company Representative:  I'd say that, overall, we went 

through our operating expenditures and took a hard look and have 

planned for some changes there, but we've stayed away from any 

significant adjustments to any of the strategic investments that we 

talked about earlier.  Beyond that, it's -- there are a fair amount of 

costs that are variable based on unit volumes within the business, so 

that was fairly straightforward, as well. 

 

Jeff Blaeser:  Any update on Italy or China? 

 

Unidentified Company Representative:  We'll do an update as part of 

the first quarter call. 

 

Jeff Blaeser:  Okay.  Thank you. 

 

Operator:  Our next question comes from Steve Dyer with Craig-Hallum.  

Go ahead, please.  Hello, Mr. Dyer, your line is open.  Are you on the 

line? 

 

Steve Dyer:  Yes, I am.   Thank you.  Thanks for taking my call, guys.   

 

One quick model question; the rest have been answered.  Mike how 

should we think about gross margins as a percentage of sales just in 

light of the lower revenue?   

 

Is it -- I mean should it remain fairly constant or is it -- is it 

going to come in a little bit? 

 

Mike Umana: I think what we had intended to do in this call, Steve, is 
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to cover kind of the updated guidance and get to all of those 

important details in the next call, which should come out in a few 

weeks time. But, specific to your question, historically we've 

commented on the variability of our cost model domestically and what 

we've said historically is that because of the installation cost there 

is some variability to that, but it's probably more fairly termed a 

step fixed cost. So with that, theoretically out there and that's what 

we've shared in the past, I think you can kind of at least use that 

concept in your modeling. Beyond that, I don't think that's really 

what we wanted to get into in the call. But we will clearly provide 

all that information and our best update on where the business is, in 

four weeks time. 

 

Steve Dyer: Okay, that's all I have. The rest have been answered. 

Thanks. 

 

Operator: Bill Dezellem, with Tieton Capital. 

 

Bill Dezellem: Thank you. When you look at the lumpiness with the 

international orders in the first quarter, would you characterize this 

lumpiness any different than lumpiness that you have seen in the past 

or is it similar and it just so happens that we're getting a quarter 

of negative lumpiness. 

 

Richard Riley: No, I think it's safe to say that there's nothing 

unusual in our international business at this point in time. Our 

international business is operating as we expected it to. We continue 

to talk to our international customers on a regular basis, on a weekly 

basis and we've not seen any fundamental issues in any of their 

businesses that we're concerned about. 

 

Mike Umana: And just maybe adding on to that, the buy-up for a couple 

of folks at the end of the year to get to those volume drivable prices 

is again, not something that's unusual. I can think back to maybe the 

end of 2005, where we had an example of a few of those happening as 

well. So, it is something that we've set up that way and some 

customers do take advantage of it.  

 

Bill Dezellem: And for those of us who aren't as versed on the 

international auto sales rates, what insights do you have as to the 

auto sales level in the international markets that your licensees 

operate in?  

 

Richard Riley: I don't know that we can provide a whole lot of 

guidance, because we don't spend a lot of time. Models are really 

driven by the insurance companies as opposed to the auto 

manufacturers.  

 

Bill Dezellem: And as a result, whether it's a new car or an existing 

car is really a lot less important than if the insurance companies are 

providing an incentive?  
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Richard Riley: You said it perfectly. 

 

Bill Dezellem: All right, thank you. And then on the bulk buy front, 

would you please provide some update in terms of the trends that 

you're seeing this quarter relative to the last couple of quarters of 

2007, please?  

 

Mike Umana: Bill, I would say that on bulk, we haven't highlighted 

that in any significant way in the release and I would say it's been 

fairly constant recently, so nothing significant to report.  

 

Bill Dezellem: That is also helpful. Thank you. And then given that 

you've highlighted in the release a number of the challenges that 

you're dealing with, would you like to take this opportunity to 

highlight some positives that may have taken place during the quarter?  

 

Mike Umana: Bill, it's Mike again. We clearly will and we're going to 

work through that and present that in four weeks time. So, thanks for 

the opportunity on the call, clearly, but we plan on doing that in a 

few weeks.  

 

Bill Dezellem: Great. Thank you, both. 

 

Operator: (OPERATOR INSTRUCTIONS) David Gold, with Sidoti. 

 

David Gold: Hey, good afternoon. So, I'm still a little bit unclear 

on, I guess sort of gelling the first quarter with the second quarter. 

From a distance we know that some of the international business 

presumably has slipped a little bit, right by the middle of the year 

we expect to catch-up on some of that. And so that helps some, as far 

as the difference between the $0.04 and the $0.20 of EPS. But other 

than that, what else are we looking for or is that just more a 

function of we'll cut back spending and make those changes that you 

note in the release?  

 

Mike Umana: David, it's Mike. I would say that looking from Q1 to Q2, 

it's just primarily international volumes that ought to drive the 

delta in those quarters and from a spending perspective, in what we've 

looked at, that's not the most significant driver of the delta between 

the two quarters.  

 

David Gold: Okay. And then part two, as you say, you did comment on 

discretionary spending or maybe cutting back whatever it is, can you 

speak to how that might affect the sales and marketing budget, 

particularly the advertising piece?  

 

Mike Umana: We said at the end of the year we think that marketing is 

a strategic investment and to this point we have not significantly -- 

we don't plan on reducing the marketing spend or at least 

significantly.  
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David Gold: Okay, so as of now we sort of hold. Perfect. And then you 

know, just one other. It seems to me -- maybe I'm off, but the 

variance or large variance at least in my model, between the new 

guidance and the old guidance is really what you see in the first half 

of the year, those two quarters that you detailed for us. So just you 

know, broadly there, I know you commented that maybe international 

should be back to norm, domestic maybe not quite for the next few 

quarters, but is there something else in there that would save us some 

money like those spending cuts or is it more a function of we're sort 

of optimistic that things maybe do pick up for the second half?  

 

Richard Riley: David, there's a lot there. There's a couple of aspects 

associated with that, which is we don't generally provide quarterly 

guidance. We decided to provide quarterly guidance this time, because 

of the unusual circumstances. One of the things that we tried to do 

really very hard at the end of the year or the beginning of the year 

is to provide annual guidance but to do so in such a way that people 

reduced their expectations in terms of what was going to happen in the 

first quarter. I will say that the number that we've just given you is 

closer to our number than it was to the consensus number that was out 

there.  

 

Said differently, it's not as bad, from our inside perspective as you 

might think it is from the outside. I know that doesn't really help, 

but you know, one of the things we wrestled with this time is whether 

we should give quarterly guidance. You know, but honestly it's a bad 

precedent for us to set. We don't to intend to do it going forward, 

but some of the things we had contemplated happening in the first 

quarter. And I don't think that the outside world had quite the same 

visibility to it that we did, despite our efforts to do so with words 

and not numbers.  

 

David Gold: I see. Got you. Fair. And then just on the discretionary 

piece or the "discretionary" spending, can you just characterize a 

little bit what we consider discretionary or where those levers are, 

in other words, the things where we might be able to reduce?  

 

Ron Waters: Sure. We're looking at the timing of headcount additions 

to the organization. We're looking at any consulting expense that we 

might have had in the budget. We're looking at travel, all sorts of 

things that are not necessary, but are not strategic from our 

perspective. Mike said, we're going to continue to maintain the 

strategic investments in cargo and mentioned marketing, boom in Italy 

and new product development.  

 

Richard Riley: There are some incentives associated with the DR 

business that don't seem to make sense, given the fact that it doesn't 

seem to be influencing what their buying. So there's a number of 

different areas. The message we're just trying to deliver is we where 

very cognizant of where we are so far this year and the two messages 
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we were trying to deliver strongly was that we would control those 

which are discretionary and that we continue to make the investments 

for the things we think are going to drive the business on a long-term 

basis.  

 

David Gold: I see. Okay, perfect. Thank you. 

 

Operator: Andrew Spinola, with Needham. 

 

Andrew Spinola: Thanks. Can you repeat, did you say international will 

be, was it flat or slightly up in the first half?  

 

Richard Riley: We said it would be slightly up in the first half. It 

was behind in the first quarter, modestly up in the first half, but we 

expect it to be up in the second half of the year.  

 

Andrew Spinola: Right. And so you're saying solid double-digits for 

the year?  

 

Richard Riley: Yes. 

 

Andrew Spinola: So, roughly 20-plus percent in the second half then?  

 

Mike Umana: We haven't given those specifics, but yes, solid double-

digits into the year--.  

 

Andrew Spinola: Got it. Mike, can you help me understand, while I'm 

thinking about the first quarter gross margin, is it correct to think 

like you said before, of having a fairly decent size fixed piece in 

your cogs for the domestic business because of the installation force, 

but if I understand correctly, very little actual fixed cost of goods 

in the international business? Is that correct?  

 

Mike Umana: That is correct. I'd say that yes, there is a step fixed 

nature to our business domestically. And if you, you know, thinking 

through that, the other, I guess data point that we put out there is 

about 50% of our domestic installs are done by third parties, so 

within that other 50% that is not truly variable at that point, it is 

a step fixed function. 

 

Andrew Spinola: Can you help me understand just how does your install 

labor compare with the cost of the hardware in your cost of goods 

sold? Which is bigger?  

 

Ron Waters: The only insight we've given in the past has been the 

installation costs are higher than the product cost. 

 

Andrew Spinola: Domestically?  

 

Ron Waters: Yes.  

 



 

12 

 

Andrew Spinola: Got it. And then Rich, maybe just really high level, 

one of the things I think about on 2008 is you have a number of 

initiatives you're spending money on, you've talked about cargo and 

Italy, you know, and you've put out the numbers that you're going to 

sort of have on the cost side there. You have to deal with the analog, 

which should be just 2008. Do you see -- and obviously you're also 

running into a macro slowdown here. Do you kind of see this year as 

having two opposing, you know, sort of negatives working against you, 

which if we were to be optimistic about your prospects we would see 

the reverse occurring in 2009?  

 

Richard Riley: That was quite a question, Andrew. You know, there's a 

couple of aspects associated with it. Again, we're trying to deliver 

the message that those items which are discretionary, we're going to 

control. But we want to continue to make investments to diversify this 

business. Quite honestly, historically we've had a single product to a 

single channel distribution at a single selling price and you know, 

that's a tough model to take into the future world or the common 

world, quite honestly.  

 

So, we've made some investments on the commercial side. We've made 

some investments on the motorcycle side. We've made some investments 

on the cargo side. And we will continue to make those investments 

aggressively in 2008, despite what is shaping out to be a very 

difficult domestic year -- auto year, for that specific reason, which 

is the need to continue to diversify this business for the future. So, 

we've looked at it. We've talked about whether we wanted to cut back 

on some of those initiatives and we think that is absolutely the wrong 

answer, given where we're taking the company in the future.  

 

Andrew Spinola: Got it. Just last question, on that same topic. You've 

got it to 9 million in R&D in '08, up from 5.6 million in '07. Can you 

sort of give me a sense of where that money is directed, towards which 

businesses?  

 

Richard Riley: We touched upon this the last time, a little bit. You 

know, we're still at a very high level, because we're out there trying 

to insure that we have the patents on the intellectual property and do 

some other things. But, what we're looking to do is to leverage the 

core strengths of our technology, as well as the strengths of some new 

emerging technologies out there, to develop products which are smaller 

and are able to be used in different applications. You know, to the 

extent that they're smaller, there's an opportunity for us to get into 

some markets that we're not currently in. And that's what we're 

aggressively looking at now.  

 

Andrew Spinola: How big would the addressable markets be in those new 

markets?  

 

Richard Riley: We'd rather not comment on that right now. 

 



 

13 

 

Andrew Spinola: Are they substantial?  

 

Richard Riley: Yes. We wouldn't be pursuing those if they weren't--. 

 

Andrew Spinola: Okay. Thanks. 

 

Operator: Follow-up from Bill Dezellem, with Tieton Capital.  

 

Bill Dezellem: Thank you. A couple of additional follow-ups. First of 

all, if the first quarter number of the $0.04 is closer to your 

original internal number than it is to the Street's consensus prior to 

your release, is the implication then that from an internal 

perspective you're really pulling down the Q3 and Q4 numbers that you 

internally had and you're going to bring those numbers more back in 

line with where the investment community has been?  

 

Mike Umana: Yes, Bill. Mike. Yes, it is the second half that I think 

as we entered the year we had a little bit more optimism around and 

based on all the challenges that Rich and Ron had summarized for us in 

this call, we don't feel that that optimism is in this market any 

longer. So, it is primarily a second half, with a proportion of that 

falling in the second quarter. 

 

Bill Dezellem: And that second half decrease in optimism is 

specifically with the US auto business and then the first quarter was 

a little light with the international licensees. Is that a correct way 

to be thinking about that?  

 

Mike Umana: From our perspective, the first quarter was light for 

international licensees and slightly light from the domestic business, 

and the second half is really a story around domestic economic 

challenges, partially offset by what we expect will be increased 

international volumes.  

 

Bill Dezellem: Understood. And then, relative to the construction and 

the motorcycle market, how would you characterize volumes in those two 

markets, please?  

 

Mike Umana: At this point, Bill, and I understand the question, I 

think we really want to focus the call on really the meat of the issue 

for us, which is the domestic economy and its impact on the auto 

market in general. And if there were other significant items to 

identify with our other businesses, we would have done so. So we'd 

like to postpone the complete answer to your question until our Q1 

call in a few weeks.  

 

Bill Dezellem: Great. Thank you. 

 

Operator: (OPERATOR INSTRUCTIONS) Our next question comes from AJ 

[Seteringani] with Manning & Napier.  
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AJ Seteringani: Could you please tell me if you are seeing the 

consumers trade down in terms of buying new solutions or is it just 

that they aren't buying any solutions at all? Thank you. 

 

Richard Riley: Was that question relative to autos or is that question 

relative to after market products?  

 

AJ Seteringani: To the LoJack products, like the antitheft products. 

So are consumers, I guess paying a monthly subscription to OnStar or 

things like that instead of paying the upfront cost for your solution?  

 

Richard Riley: No. The issue from our perspective is not related to 

any of the competitive products that exist out there. I think what's 

happened is, you know, credit's gotten much tighter, people have moved 

down in terms of the cars they've been wanting to buy. They've moved 

down in total in terms of some of the aftermarket products they've 

been willing to buy and in some cases they've moved to a different 

structure of the transaction, leasing, rather than a purchase. We are 

not concerned and we tried to articulate -- we're not losing market 

share to OnStar or to GPS or directly competitive products that are 

out there.  

 

AJ Seteringani: Okay, thanks. And I guess in terms of you mentioned 

pulling down your internal expectations for the second half of the 

year, do you guys track the correlation of your sales to US auto sales 

and is that something based on some sort of a model that you've done 

or is it just what you're seeing out there? And I guess part two of 

the question would be, when would you see a recovery in the market? 

Thank you. 

 

Richard Riley: The answer to that is, we look at a number of different 

factors, starting with our largest customers and we spend a fair 

amount of time with those customers to understand better where their 

business is going during the year. There is clearly a correlation 

between what happens in the broader market and what happens in our 

market, particularly when we're indexed heavily in some of the bigger 

markets that are suffering as you go through.  

 

So, we mentioned California. Nevada is beginning to suffer pretty 

significantly and that's been a decent market for us in the past. So, 

we look at it and we spent a fair amount of time over the last couple 

of weeks, in fact, three of us spent some time yesterday with probably 

the top 10 or 15 people in the sale organization getting a better 

understanding in terms of what's going on.  

 

When we look at what's going to happen in the second, third and fourth 

quarter, it's on the basis of what our individual customers are 

experiencing, but clearly, since a lot of those customers are pretty 

big customers, well-known customers, there is a correlation between 

what's going on with the broader market and what's going on with us.  
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Ron Waters: We don't have a view as to when the market's going to turn 

around. A big issue for us is it's not improving in the second half of 

the year. 

 

Operator: It appears we have no more questions at this time. I'll turn 

it back to Mr. Riley for closing remarks. 

 

Richard Riley: Well we appreciate you joining us for the call today. 

Hopefully we delivered a message that we were trying to deliver to you 

today with respect to what Mike and Ron articulated, the broader auto 

industry in the United States. We will have our call in the next three 

or four weeks. At that point in time we'll have a lot more details 

with respect to margins and some of the specifics in the commercial 

accounts and the motorcycle accounts and the internationals. Thank 

you, we'll get back to you in the next couple of weeks. 


