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Synchronous surge has passed: how slow will it go? 1

= Concerns growing, as risks are mainly negative

Real GDP Growth 2016 2017 2018 2019
USA 1.6% 2.2% 2.9% 25%
Argentina -1.8% 2.9% -2.6% -1.6%
Brazil -3.3% 1.1% 1.2% 2.3%
Japan 0.6% 1.9% 0.7% 0.8%
ASEAN 4.6% 5.2% 5.0% 47%
China 6.7% 6.8% 6.6% 6.1%
India 7.9% 6.2% 74% 7.3%
Eurozone 1.9% 2.5% 1.8% 1.4%
Russia -0.2% 1.5% 1.9% 1.5%
UK 1.8% 1.8% 1.4% 1.4%

Source: Oxford Economics
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AN 2019: Global Light Vehicle sales
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2018: Falling markets (monthly selling rates, LVSs)
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b Global LV production, -790k in 2018 (-1% to 94.2 mn)
2018 versus 2017, change in 000s
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o\ 2019 global LV output stalls : 94.0mn (+0%)
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8N \\/orid: BEV & Hybrid Markets to 2018

Global Passenger Car and US Light Truck Market
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World hybrid & EV passenger car and US LT sales reached 4.5 million units in 2018
Almost 30% were BEVs (more than 50% sold in China) while PHEV sales were 700k

Source: LMC Automotive
Global Hybrid & EV Forecast

2018



The number of pure BEVs is taking off ... L

Number of BEV models Number of BEV models
World, Non-China, volume > 1,000 units China, volume > 1,000 units
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digit fall

to 259, still standg

EU-Japan Trade deal: Honda to quit the UK & Turkey

Brexit disruption

OECD composite leading global growth indicator
falls to lowest point since October 2012..



1

» Incentive distortions throughout
2015-2018 period.

« Late-2018 level depressed by
payback/rumours/confidence.

" ® |+ Policy direction still not settled,
though support for demand

\ looks inevitable.

(]

° « If a rural-first target approach
does not work, more incentives
may be added.

* Another spike to be built into
the market by coming
incentives (when they end).

2017
2018
2019

* Regional Emissions de-
stocking
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After 2018 contraction,
slower global momentum
may start to negatively
impact individual markets.

China, US and WE levels

may not be strong enough

to support positive global
volume growth and are

ones to watch given risks. *

Global LV sales
momentum risk is high.
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Tariffs and a trade war
remain a significant
concern for autos.

USMCA not yet a done
deal. US-China
tensions re-emerge.
US-EU unresolved.

EU premium groups °
remain at greatest

risk if not settled.

25% tariff on EU
imported vehicles,
could lower US sales
by 300-400k.

4,

¥ (5

Brexit stalemate g
remains major concern
—and ‘hard to watch’.

Could add £1.8bn to
the cost of exports and*®
£2.7bn to the cost
imports, annually.

UK LV market could
shrink by nearly 15% °
and threaten
domestic and
continental plants
while undermining JIT
business models.

CAFE Euro 6/7

ssssssssssssssssssss

‘NEV
CAFE talks have broken
down. Regulators
moving forward freeze
after 2020.

EU CO2 emissions
increased in 2017,
putting 2021 target in
Jeopardy.

China NEV credit starts
in 2019 (modified
version of ZEV).

Many moving parts but
likely enables EV

growth...if consumers
buy:. 12



US Policy : external trade conflict would hit specific groups-l

Traded volume, 2018

US LV imports by source 62k
2018, Non-NAFTA l
(3.9 mn units) AN —_— ”
Japan 290k

47%

One ninth of 2018 world output

Traded volume, 2018 *
18%

M
China
1%

Other 111k

204 \_T—@?”

240k

Europe
32%

One sixth of 2018 world output
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N s policy — European Exposure

Audi: 14%
Bentley: 27%
Lamborghini: 35%
Porsche: 22%
VW:2%

Volkswagen Group

BMW Group 15%
Daimler Group

Fiat Chrysler Automobiles

Tata Group

Percentages represent
US exports as a
proportion of OEMs Total

Honda Group F 25% European LV Production
I

T T
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Geely Group

Source: LMCA Trade Service
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Risks: US Policy — European Exposure by Plant

US-bound European LV exports as a percentage of 2018 plant output
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Risks: EU-Japan Trade agreement
2018 Japanese Brand LV Production by Country
UK ey 46%
France [ 15%
Turkey [N 20%

Percentages represent Japanese
Hungary [N 34% Brand LV Production share of Total
Europe LV Production in 2018

Czech Rep. [ 7%
NB: Germany and ltaly do not produce

Japanese branded LVs
s P
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o\ Sales of UK-built Light Vehicles, 2018

Market destinations

EU+2;
43,2%

China;

19.9% 5,7%
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NA:;
15,8%

1

Reliance on EU+2 markets (not incl. UK)
volume ([J]), share of 2018 output (#)
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Brexit scenarios: Deal or No Deal?

UK Light Vehicle Sales Scenarios

3100 = ‘Soft Brexit’: results
e Goft  e=—Hard ina 2-3 year
3000 transitional
arrangement,
@ 2900 where UK-EU FTA
5 remains in tact.
s = ‘Hard Brexit’: No
700 deal between the

-300K EU and UK. The
2600 two markets use

l WTO rules from
after October 2019.

2500
2016 2017 2018 2019 2020 2021 2022 2023

© 2019 LMC Automotive Limited, All Rights Reserved. Source: LMC Automotive 18
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N Risks: Brexit “1
UK Light Vehicle sales share by source, 2018

2.75 mn units

Spain; 11,1%

* Germany; 26,5%
x ¥,

Non-EU/UK:
22 204 X France: 6,6%
EU, 66.3%
* ) Czech Republic;
5.7%

UK: 11,5% ¥ P

Other EU:; 16,4%

Source: LMC Automotive
European Light Vehicle Trade Flow Forecast

19
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N Risks: Brexit 1
2018: Rank UK-bound production volume by plant
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21.2
+0.15m
21.0 +0.7%
0 20.77mn
v - Russia: +4%
=
2 20.6 - Poland: +6%
= - France: +1%
20.4 - Germany: +1%
- Spain: +1%
20.2 20.61mn - UK: 0%
- Italy: -3%
20.0

2018 Other RU PL FR GE SP UK IT TK 2019
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BASE forecast: Short-run LV Production Outlook: 1

European LV Production Growth (excluding Russia)
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Europe: Short Run LV Production, Germany
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BASE Forecast: Short-run LV Production Outlook

Russian LV Production Growth

=

2015: 1.32m 2016: 1.23m 2017: 1.46m 2018: 1.69m 2019:1.75m |
-27.6% -6.6% +18.7% +15.3% +4.0%
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- Outlook still heavily domestic market dependent despite govt. export support
- Some market uncertainty but economic fundamentals are improving
- Ford PV production to end in June, but new Daimler and Haval plant help offset losses

© 2019 LMC Automotive Limited, All Rights Reserved.
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Pan-European (inc. Russia) Production: key OEM Group 2019 v 2018

2018 m 2019 -VW Premium: Model boost effect: Q3, Al, 911
4,0 -0.3% -FCA: Further weakness at Fiat, Turkish market collapse
. -BMW: New 3-Series, competition and slower exports
= 3,5 -0.5% -0.7% -VW: more new model activity: T-Cross, Skoda and Golf
-PSA: Opel steady, SUV growth and new LCVs
3,0 -RNM: Steady. Model lull.
-Daimler: New A/B but competition and weaker export markets
2,5 -Ford: Steady, new Focus but Brexit risk
20 -5.3%
! -1.4% 0
Co 1% -8.8% 7.2%
1,5 -2.7%
1,0
0,5
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Selected OEMs with annual volume > 1mn units




Looking a bit further out ...
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Medium Term Outlook: Base Scenario

Pan European Light Vehicle production
26.0

24.0 *
+3.2% A D +4.4%
+31% -0.4% I I I 0

220 +2.8% -1.1%
+4.1% I I I
+2.9% I
20.0 —05% L I

us

18.0 Pan-Europe CAGR: +1.6%
16.0 — | Maturing Europe growth is undermined by Turkey and UK weakness
Russian recovery and C&E Europe potential provides longer term growth.
14.0 — —
Rest of Europe CAGR: +1.3%
12.0 ‘ ‘ ‘ ‘ ‘ ‘

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
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Global growth cannot come from mature markets L

Global Light Vehicle sales, millions
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Autonomous Vehicle (AV) story getting even more Complex-I

A year ago, it was already clear that there will be a mountain
to climb to fulfil AV potential — though there has been no
shortage of mountaineers.

= Since then, it has not
become much clearer how
real-world deployment will
Feb-18: actually happen.

Many things to be solved before shared AVs can work 1 . Testing will continue and

7 Vehicle External Y Human Y Commercial Y Frameworks develop in Comp|exity

Arrays (Safety) by Distance Standards H H H
User Infrastructure ) = PO | ICy an d reg u | atl O n WI I I
y and r
continue to increase focus.

Cyber Meeting Peak Regulatory
Security Demand {with Electric) Standards
e Complexity of Human Driver ;
Cities Deterioration Business Model Issues m But th ere are m aJ or
Decision Bad Weather, AV ‘bullying’ . .
== questions about returns on
Ethics & Morali Blackspots: GPS Driver .
thics e and Mobile Intervention Policy | nvestm e nt_
and Charging Systems Change Integration
Other ™ d
e Fragmentation an

|, N AN A AN J specialization appears
likely.

© 2019 LMC Automotive Limited, All Rights Reserved. Source: LMC Automotive 29




World: China remains the biggest single BEV market L

Global PV and US Light Truck market In 2030:

2018 BEV Sales (000s) 18 mn total BEV sales
17% of global market
China: 39% of BEV total

48% vehicles have partial
or complete electrification

USA (195), Other (89), Europe (180), China (734),

2030 BEV Sales (miIIions)

China
(7.1)

© 2019 LMC Automotive Limited, All Rights Reserved. Source: LMC Automotive




Concluding ... L

=  Global production is set to contract slightly in 2019, but risks to the outlook continue to
grow on the downside.

= Changes to the trade environment, whether from US tariffs, Brexit or the EU-Japan accord
have the potential to significantly undermine European LV production.

= European LV production growth in 2019 is expected to be characterised by a weak H1 and
a stronger H2. Base effects from WLTP distortions underpin this.

= Shifts in powertrain demand away from diesel may generate continuing supply constraints
altering competitiveness for those affected.

= Longer term, European LV output growth is driven by high-potential European markets, but
transplant ‘repatriation’ plus off-shoring of low margin cars will provide a drag.

= High expectations for EVs are only beginning to be mirrored by model activity, but while
OEMs need to offer the products, will consumers choose them?

=  The impact of other advances in technology, especially in autonomy, has a substantial
lead time. The sci-fi movie scenarios are years away.
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