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e The characteristics of the Global Automotive
Industry




The global automotive industry

o Globally
— Turnover, 2 trillion

— Equal to the 6th biggest economy in
the world

— 50 million employees
— 30 % installed over capacity
* One of the cornerstones of the EU economy
— Turnover 500 billion
— 3 % of the EU GDP

— 5 million employees in production of
vehicles and components

— 33 billion In investments
— There of 12 billion in R&D |
— Contribution to the EU net trade 11
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Annual GDP growth [%]
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Global Vehicle Production
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The aftermarket e

 The Global aftermarket: 158 billion
 The European aftermarket: 60 billion

 The market can be divided into IAM, "Independent After Market”,
and OES, "Original Equipment Supply”.

* |AM include wholesalers as well as suppliers with their own
brands for the aftermarket

* OES is the vehicle manufacturers part of the aftermarket

e The size of IAM and OES varies from market to market. In the
EU the split is 50/50, in the US it is 80/20 and in Japan 20/80




The global supplier industry

5%

50 %

60 %
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Of the value-added comes from the
supplier industry

Of all investments in R&D are made
by the suppliers

Of all new technology comes from

the suppliers




Supply of technology

Downsizing-SUV aus Schweden

Mit dem neuen XC60 folgt auch Volvo dem Trend zu kompakteren Allrad-Modellen

Karosserie

Rochling (Windlaufabdeckungen), Stabilus (Gasdruckfedern), Witte
(Heckleiste, Zuziehhilfe), HellermannTyton (Befestigungen), Rieter
(Schallisolierung, Unterbodenverkleidung, Stirnwandisolierung),
Cooper-Standard Automotive/Metzeler (Dichtungen Karosserie)

Innenraum

Yazaki (Instrumententafel), Borgers (Kofferraumauskleidung, Radlauf-
schalen), Kostal (Fensterheberbedienfeld, Heckklappenschalter, Zen-
tralverriegelungsschalter), Rieter (Teppich, Akustikpaket), Scherer &
Trier (Zierblenden), Faurecia (Instrumententafel)

Tiiren
Benecke-Kaliko (Schaumkunstleder,
Kompaktfolie, Schaumfolie), Brose
(Trsystem), Witte (Turgriffe), Faure-
cia (Tlrverkleidung) e

Schliefdsystem

Witte (Heckklappenschloss),
Continental (passives Zu-
gangskontroll- und Startsys-
tem, Funkschliesystem,
Schlussel, Empfangermodul)

Abgasanlage
Paragon (Luftgiitesensor),
Emcon (RuBpartikelfilter, Start-
katalysator), Faurecia (Krimmer,
Katalysatoren), Norma (Abgas-
rickflihrungsverbindungen)

Kraftstoffanlage d

Tl Automotive (Tank), Alfmeier (Roll-over-
Ventil, Sicherheitseinflillventil), Continen-
tal (Kraftstofffordereinheit) i
Scheiben

Sitze und Spiegel
Benecke-Kaliko (Schaumkunstleder), Saint-Gobain
Brose (Sitzverstellung), HellermannTyton ~ Sekurit (Heck-,
(Befestigungen), Johnson Controls (Sitz- Seiten-, Wind-
system) schutzscheibe),
Flabeg (AuRen-
Fahrwerk spiegelglaser)

Kamax (Verbindungen), FAG (Walz-, Rad-
lager), ZF (Fahrwerkkomponenten,
Dampfer, Federbein, Nivomat), Thyssen-
Krupp Bilstein (Schraubenfedern hinten),
Continental (Raddrehzahlsensor, Damp-
fungssteuergerat)

Riickhalte- und
Sicherheitssysteme
Continental (Airbag-
Steuergerat)

Réader und Reifen
Hayes Lemmerz (Stahl-
rader), Borbet (Alurader), ventil Bremsunterdruck-
ATS (Rader), Pirelli
(Reifen), Continental
(Reifen, Reifendruck-
Kontrollsystem)

Lacke

BASF Coatings (katho-
dische Tauchlackie-
rung, Basislack)

Navigation und Radio
Denso (Navigationskontrollgerat),
Delphi (Antennensystem)

Scheibenwischer

Kautex Textron (Scheibenwaschsys-
tem), Valeo (Heckwischersystem},
Bosch (Wischersystem), Continental

(Relnigungsdlsen Windschutzscheibe)

Beleuchtung
Hella (Leseleuchten), Valeo (LED-

Scheinwerfer, Heckleuchten, hochge-

setzte Bremsleuchte, Nebel-

- leuchten), Continental

(Scheinwerfer-
reinigung)

" Bremssystem
Alfmeier (Rickschlag-
leitung), Continental
(ESP, Bremskraftver-
starker, Bremsséattel),
Federal-Mogul (Brems-
belage vorn)

Quelle: Herstellerangaben (ausgewahlte Bauteile)

Motor und Aggregal

Rochling (Luftfihrungen), Kamax (Verbi
dungen), Castrol (Motorendl), Dens
(Motormanagementsystem), INA (Vent
triebelemente, Walzlager), ElringKling

(Zylinderkopf-, Spezialdichtungen, Abschirt

teile), HellermannTyton (Befestigunger
BorgWarner (Turbolader), Norma (Ladelu
verbindungen, Leitungssystem), Freude
berg (Simmerringe, Ventilschaftabdichtu
gen), ThyssenKrupp Presta llsenburg (N
ckenwellen), ThyssenKrupp Forging Grot
(Kurbelwelle), Valeo (Kihler, Kondensatc
Ladeluftkihler), Bosch (Starter, Dieselel
spritzsystem), Continental (Motorsteuerg
. rat), Federal-Mogul (Kolbenringe, Lage

Elektrik/Elektron

" Hella (Relais, Fahrpedalsensor), Hellerman

Tyton (Befestigungen), Bosch (Generatol
Continental (Kamera Tot-Winkel-Ube
wachung, Bluetooth-Telefonmodt

Getriebe und Antrie
Castrol (Getriebedl), INA (Schi
tungs-, Synchronisationskor
ponenten), LUk (Zweimasse
schwungrad, Kupplungssche
hen, selbsteinstellende Kup
lung), Getrag (Getriebe), i
(Schaltsystem), GKN Drivelir
(Seitenwellen), FTE (Kup
lungsgeberzylinder, -leitungel
Zentralausricker), Norma (G
v triebedlkihler), Freudenbel
" (Dichtungen), Hoerbiger (Synchror
sierung, Lamellen fir Allradantrieb
Hirschvogel (Getriebe- und Antriebswellen

. Continental (Steuergerat Haldexkupplun

Lenkun

Pentosin (Hydraulikflissigkeit), Tedriv
(Lenkungskomponenten), Eaton (Len
hilfeleitungen, Kihler), ZF Lenksystem
(Servotronic, Lenkungspumpe), Thysse
Krupp Presta (Lenksaule, Zwischenwellel

Heizung und Kiihlur
Webasto (Standheizung, Zuheize

© Automobilwoct




Suppliers invest in R&D P =

The suppliers invest as much as the OEMs in R&D
60 % of new technology from the suppliers

From 1,310 6,22 % From 0,23 to 7,96 %

% of turnover

OEM Suppliers

PWC Global Automotive Financial Review 2007 and Oliver Wyman




 The Scandinavian automotive industry




OEMSs In Sweden

sweet life

Geely drive

» Foreign owners
» Export share: 85 - 95 %
* Vehicles are developed from concept to finished pro duct




About 1000 suppliers
Turnover 2008 15 billion

Number of employees 72 000 (in
Sweden)

10 % of the companies — 75 % of
the turnover

Export 20 %. Trend: Increasing
Import 4 billion . Trend: Stable

Import from low cost countries: 13
%: Trend: Increasing

More companies will start buying
in low cost countries

50 % of future investments will be
made outside Scandinavia

Swedish supplier industry (in Sweden)

Personbilar
32%

EE=

Tunga fordon
68%




Swedish supplier industry (in Sweden) %ﬁ%

50 %

20 %

30 %

20 %

Of the turnover goes
to the Swedish OEMs

Of the turnover goes to foreign
OEMs and suppliers

Of the turnover goes to the
General Industry

Are the market shares of the
Swedish suppliers at the
Swedish OEMs




Saab Automobile

— MoU with Youngman PangDa

— Volumes

— Business opportunities for suppliers
Volvo Car Corporation

— Geely and the Chinese market

— Volvo and Geely supplier structure

— Will core suppliers stay?

— Follow to China (3 production sites decided)
AB Volvo international investments
Co-operation Scania — MAN







Key issues in MoU Saab VS China

* Youngman 60%. 8000 employees mainly in energy sector
 PangDa 40%. 1000 sales offices in China

 Up to 20 billion RMB
— 2011 50M Euro
— 2012 5,5 billion RMB + 63M Euro from EIB
— Up to 20 billion long term

 Modest volymes
— 2012 35000 55000
— 2013 78 000 86 000
— Break Even in 2014



LeverantOrerna breddar sig mot andra branscher

Forsaljningsandel till olika kundgrupper av omsattningen i Sverige 2010 \5\%&%,»
<L
0% 20% 40% 60% 80% O/:%

Fordonsindustrin i Sverige

m Ar 2011
Fordonsindustrin utomlands m Ar 2008
(export) w Ar 2004

Annat

 Fordonsleverantorerna breddar verksamheten mot andra branscher.
» Tydlig trend mot lagre volymer hos de svenska fordonstillverkarna — i
Sverige.



Aven tillverkande foretag fakturerar tjanster

Tjansteandelen av omséattningen i Sverige — tillverkande féretag

M Tillverkning
M Tjanster

» Tjanster, inom exempelvis logistik och produktutveckling, utgor i
genomsnitt sju procent av tillverkande leverantorers svenska
omsattning.



Inkodp fran lagkostnadslander har stabiliserats

Andel av importerat direkt material till er verksamheten i Sverige, som
kommer fran s.k. lagkostnadslander?

2008

13%

2004

10%

0% 10% 20%

Genomsnittlig andel

« Av importerat direkt material kommer i genomsnitt nio procent fran
lagkostnadslander.

Ingen 6kning kan ses sedan 2004 trots att det hela tiden funnits en
stark tilltro till en 6kad andel.



Svenska leverantorer foljer kunderna till Asien

Svenska fordonsleverantorers varldsproduktion \%/ (o)

« Var femte svensk leverantor har etablerat produktion i Asien.
» Var tionde producerar i Nordamerika och Europa utanfér EU.
« Var tjugonde leverant6r har produktion i Sydamerika.



Majoriteten ser trots allt med tillforsikt pa framtiden

Foretagens syn pa sina framtidsutsikter i Sverige \%/ (o)

® Mycket goda
W Goda

W Ganska daliga
B Mycket daliga

« 94 procent av leverantdrerna ser positivt pa sin framtid i Sverige.



Summary Sw. Supply Industry 2011

* Major structural changes since the finance crises in 2008, now
strong believe in future with profitability growth

e Production volumes in SE, FI and Norway high. Only approx. 10% in
LCC

o Suppliers finding new market outside Automotive (20% since 2004)
due to OEM situation in Sweden and squeezed margins

 The Truck business is growing, now 68%
 More follow OEMSs to new markets outside Europe
 LCC not as high as expected (approx 10%)



« FKG - Scandinavian Automotive Suppliers
Association



Clepa — our global network

> 80 Corporate « OESA
members e JAPIA
 National Associations e Associated members
— ACS — ACCENTURE
— AFIA — ACMA
— AGORIA
— ANFIA — INA
— AOEM/ASA — NAPAK
_ AUTIG — SINDIPECAS
_ FIEV — SUPPLY ON
—_ ILEA — TAYSAD
— MAJOSZ  Partners
— RAI — EUROBAT
— FKG <= — EUROFORGE
— SERNAUTO — EUWA
— SMMT — EWFA

— VDA



FKG

 Founded 26 years ago

e Scandinavian organisation: Norway, Finland and
Sweden

e About 350 members including their subsidiaries

* Financed by the industry

8%
6%

36% .
Service fees

M Projects
B Advertisements
" Public Partners




FKG supports the development of its members as
suppliers to the automotive industry by

Acting as the sector’'s spokesperson towards industry,
politicians, authorities and media

Creating meeting places to increase and spread
Information, strengthen relations between the suppliers,
and create opportunities for growth

Initiating activities to strengthen competence



 The Mega trends and its implications



Mega trends

Communication Mobility




Fossil fuels Is a parenthesis

* A limited asset
« Politically insecure
* Environmentally questionable



Political decisions

 CO2-emissions (120g/km — 95g/km)
« Particle-emissions (EURO 5)
 NOx-emissions (EURO 6)

* Recycling of vehicles (ELV)

 The use of chemicals (REACH)



More efficient combustion engines
Combinations of technologies

The use of different energy sources

New type of vehicles

A broad range of vehicle use and ownership



Conclusion

* A numerous amount of business opportunities for suppliers



Retrofit Examples

EcoVision Halogen Lamp

“ Simply by switching from a normal set of
automotive lamps to EcoVision there will be a
saving of up to 14 liters of fuel  during the
lamps lifetime, the equivalent of driving 200
kilometers completely free; or you will save up
to 36 kg of harmful CO2 emissions going into
the atmosphere. » *

* Philips Automotive Lighting



Retrofit Examples

Tyre Pressure Monitoring System

» Around 65% of European cars are
currently driven with under inflated tires.

e Savings of up to 2,1% of fuel
consumption, CO2 and other pollutant
emissions.

* Increase of up to 12% of tyre lifetime.*

* Source : European Commission, 2006



Roadmap: Energy environment (1)

2012 — 2015 Hybrid technologies like « stop-start »:

. Not expensive and has benefits for fuel consumption.

. It is possible to find intelligent solutions in the short term
. Electric vehicles will start to appear in commercial scale
. Downsizing

. Turbo-charging

. Other downsizing technologies

2020 Electric vehicles (medium range): _
. Mix between electric car and internal combustion
. Range extender for non- urban areas



Roadmap: Energy environment (2)

2030 Electric Vehicles (long range):

o from 30% to 40% of sales

* the electric car will have the same characteristics and
performances as a conventional car including all technologies
and will be cheaper.

2030 Biofuel: advanced fuels from biomass and waste
« 2ndgeneration bio-fuels will be major source of liquid fuel

2030 - 2050 Hydrogen and Fuel cells technologies
« Will act mainly as a bridge to electric cars

2050
» Electric vehicles will be the majority of the vehicle fleet;
 Heavy vehicles will still use liquid fuel

(Il generation of bio-fuels)



* Trends and challenges for suppliers



Challenges for the suppliers

 Fluctuating raw material prices

 Price pressure — a never ending need to increase
productivity

« R&D grows in importance, especially in environment
technology — but could we afford?

« Warranty issues more and more crucial

 Internationalisation and re-structuring is a never ending
process

 Business opportunities in new technology



Price pressures

The end customer sets the price level and therefore also
the cost level

Demand on price decreases, 3 — 5 % annually

Suppliers are asked to invest in development, tooling and
equipment. Plus internationalisation.

Extended payment terms reduces working capital
Financing is a big issue

Big differences exist between the vehicle manufacturers
regarding co-operation with suppliers



Supplier profitability 2000 - 2010

EBIT %

Source: Lazard Roland Berger 2010



Difference between top and bottom

 The most profitable have

— a more diversified customer base

— more activities in low cost countries
e Other important factors are

— Lean Overhead

* Benchmark is <6%, Acceptable 8 %,
Weak >12 %

— Efficiency in R&D
o Commodity: 3-4%, Innovation: 6-8 %
of turnover

— Material costs reduction

» Benchmark is minus 5-6 % annually,
average is 3-4 % and 1-2 % is weak

Source: Roland Berger/Rothschild Supplier Database 2007



Needed: Investments in R&D

 The automotive industry within the EU invests annually
about 20 billion in R&D

50 % of this comes from the suppliers
 The vehicle manufacturers focus on adaptation and design

« The suppliers develop technologies for components and
systems

« ABS, ESP, Airbags, Common ralil injection, Navigation
systems, etc.

« The top 20 suppliers within the EU invests about 8 billion

« Bosch invested 2005 3 billion in R&D applying for 3000
patents

e CO2 s the biggest issue



Increased warranty

« EU-directive: Minimum two years and unlimited mileage

« Some OEMSs have introduced up to a five - seven year
warranty period

« Warranty issues affecting EU becoming increasingly
Important:

— OEM warranty costs between 2%-4% of sales

— Overall value of EU warranty estimated as 10 billion
* Increased demands on the suppliers

— To cover cost like towing, courtesy car, etc.

— To cover costs even if "no fault found”,

— System and engineering responsibility shifting to
Suppliers, increasing Supplier warranty responsibility

— Increasing cost per warranty claim



Why internationalisation?

* To follow the customer to new markets
— Where the growth is
— To get enough volume for investments
— Common platforms, common architectures
— Secure market shares on the domestic market
* Find new customers — to broaden the customer base
— Secure growth
— Safe guard profitability
 Reduce costs
— To keep or take business
— Reduce logistic costs
— Reduce lead time
* Find skills
— Might be accentuated in the future



Home based Sw. suppliers is still 57%



There Is a need for cooperation...

Customers move to other regions and countries —
might be necessary to look for partners in other
areas

The competitive situation might need a partnership
or investment in low cost countries

The raw material cost situation demand a tighter
cooperation between supplier and their raw material
suppliers and R&D partners like universities, R&D
Institutes, etc.

The challenges in R&D ask for an even deeper
cooperation

“The early involvement of suppliers in the
development process is key” (Birgit Behrendt, Ford
of Europe vice president of purchasing)



e What happened during the crisis?



The crisis In automotive







Crisis In automotive

Causes of the Crisis?
— The financial crisis — difficulties to obtain loans
— Petrol prices on rise

— Commitment to reduce CO2 emissions, changes in
consumer behaviour

— The financial situation of GM, Ford and Chrysler
Lead to

— Dramatic drop in demand for vehicles with today’s
technology (i.e. not ‘green’)

Resulting in

— Drastic reductions in production

— Pipeline full of unsold vehicles

— Massive redundancies

— Growing unemployment

— Competition between EU Member States

— Distortion of competition (not only within EU)

— Risk of losing Europe’s leading position in
automotive technology



