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Ford (USD 17.62) - BUY

Solid 2Q14A results include record North America and surprise profit in Europe,
both thanks to cost containment. Key parameters of FY14 guidance confirmed,
and include another downgrade for S America and an upgrade for Auto CF. We
consider Ford a ‘fundamental’ ‘BUY’ with a YE 2014 target price of USD 22.

2Q14 EPS (w/o special items) at USD 0.40 topped USD 0.36 consensus, after a
miss in 1Q14, the first since 2011. 2Q14 headline EPS (EUR 0.32) include special
charges of USD 0.48bn or USD 0.40/share related to Europe (impairment of equity
stake in Russia JV and staff reduction in Germany and UK.).

2Q14 automotive pre-tax profit increased 3.1%/USD 66m yoy to USD 2.17bn/6.6%,
despite a 1.1% yoy dip in wholesales (1.66m). In North America, earnings increased
5.1%/USD 0.12bn to a record USD 2.24bn/11.5%, despite a 5.2% decline in sales,
thanks to higher parts and accessories profit, lower costs and a break in costs related
to new model introductions. In Europe, Ford surprised with its first quarterly pre-tax
profit (EUR 14m/0.2%) since 2Q11, reducing the 1H14 loss to USD -0.18bn. The
implied USD 0.29bn yoy improvement is thanks to lower operating and restructuring
costs, and despite lower results from JVs in Russia and Turkey. AsiaPacific profit
improved by 5.9%/USD 29m to USD 0.16bn/5.5%, driven by, among other a 26% jump
in sales in China. In South America, losses amounted to USD -0.30bn in 2Q14; the
implied USD 0.45bn yoy deterioration was driven by slumps of 22% in sales and 30%
in revenue as the economy in Brazil weakened and the socio-economic problems in
countries such as Argentina and Venezuela escalated. (See tables on pp.2-3.)

FY14 outlook of transition year confirmed: Management reiterated their outlook of a
lower pre-tax profit for the group (of USD 7-8bn) and North America (at an 8-9%
margin) due to an accelerating renewal programme that should add some EUR 1.5bn
in costs. 23 planned model launches include the F-150, the company’s most profitable
model by far in 4Q14E. The guidance of a smaller loss in Europe (vs. FY13's USD -
1.44bn) was confirmed, though it should remain worse than EUR 0.36bn, as implied by
‘2H14 set to be worse than 1H14'. South America is set to incur a loss of at least
USD -0.81bn, as implied by ‘B/E is best-case scenario in 2H14".

Investment opinion: We consider management’s FY14 guidance and their market
assumptions realistic. We are of the opinion that Ford is well on track implementing its
global growth strategy and should be able to resume earnings growth from 2015
onwards. We consider Ford a ‘fundamental’ ‘BUY’ with a YE14 target price of USD 22.
The ST technical outlook is positive for Ford, but negative for the sector (See p.4.)
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Ford — Company guidance

2013A 2014P Comments 2014F 2014 Plan 2014F 2014 Plan 2014F

(04.25.2014)  (12.18.2013) (01.28.2014)  (04.25.2014)  (04.25.2014)  (07.24.2014)  (07.24.2014)

Group pre-tax (USD bn) 8.6 lower About 7-8 about 7-8 on track about 7-8 on track

about

Ford Credit pre-tax (USD bn) 1.8 <=> about equal about equal equal/igher about equal fhigher

Auto revenue (USD bn) 1394 <=> about equal about equal on track about equal on track
Auto pre-tax (USDm) 6936

Auto op margin (%) 5.4 lower lower lower on track lower on track

North America (USD m) 8,809 lower lower lower on track lower on track

(%) 10.2 8-9 8-9 8-9 on track 8-9 on track

Europe (USD m) -1,442| smaller losses restructuring -400  smaller losses  smaller losses on track better on track
(%) 5.3

South America (USD m) -33 B/E -350 VEF devalued BIE about equal lower about equal larger loss
(%) 0.3

Middle East & Africa  (USD m) -69 about BIE about B/E on track about B/E on track
(%) -15

Asia/Pacific (USD m) 327 same about equal about equal higher about equal higher
(%) 32

substantially substantially substantially substantially
Auto CF (USD bn) -69 lower lower lower on track lower lower

Source: Company data and CGl calculation

Ford — Automotive profit* (1Q12-1H14)

1Q12 2Q12 3Q12 4Q12 FY12] 1Q13R  2Q13R  3Q13R  4Q13R  FY13R 1Q14 2014 1H14
Pre-tax profit (USD m)
North America 2,133 2,010 2,328 1,872 8,343 2,392 2,321 2,296 1,800 8,809 1,500 2,440 3,940
- Europe -149 -404 -468 732 1,753 -425 -306 -182 529 -1,442 -194 14 -180
- South America 54 5 9 145 213 -218 151 160 -126 -33 -510 -295 -805
- Middle East & Africa - - - - - 47 13 25 -104 -69 54 23 77
- Asia Pacific 95 -66 45 39 -7 28 130 116 109 327 291 159 450
International -190 -465 -414 -548 1,617 -624 -12 69 650 1,217 -359 -99 -458
NA & International 1,943 1,545 1,914 1,324 6,726 1,768 2,309 2,365 1,150 7,592 1,141 2,31 3,482
Other Automotive -106 -163 -139 62 -470 -125 -205 -139 -187 -656 222 -171 -393
Total Automotive 1,837 1,382 1,775 1,262 6,256 1,643 2,104 2,226 963 6,936 919 2,170 3,089
Special Items -255 -234 83 160 -246 -23 -736 -498 311 1,568 -122 -481 -603
Adj. Automotive 1,582 1,148 1,858 1,422 6,010 1,620 1,368 1,728 652 5,368 797 1,689 2,486
Margin (%)
North America 11.5 10.2 11.9 8.5 104 1141 10.6 10.8 8.2 10.2 74 11.5 9.5
- Europe 2.1 5.7 -8.1 -11.3 6.6 6.4 4.2 2.8 -7.6 5.3 2.5 0.2 -1.1
- South America 2.3 02 04 47 2.1 95 5.0 57 4.7 0.3 -26.8 -14.0 -20.1
- Middle East & Africa - - - - - 36 1.1 2.5 -10.4 -1.5 45 2.1 33
- Asia Pacific 4.1 2.9 1.7 14 0.8 -1.3 48 46 38 3.2 112 516 8.2
International -1.6 -4.0 -3.9 4.4 -3.5 -5.0 -0.1 0.5 -4.8 2.3 2.7 0.7 1.7
NA & International 6.4 49 6.3 3.8 5.3 5.2 6.4 7.0 3.2 5.4 34 6.6 5.0
Total Automotive 6.0 44 5.9 3.7 4.9 4.8 5.8 6.6 2.7 5.0 2.7 6.1 4.5

(*) Pre-tax profit, continuing operations. (R) Restated, according to new segmentation introduced 01.01.2014. Source: Company data and CGl calculations.

CGl Page 2



Creative Global Investments LLC 7/28/2014

Ford — Wholesales (1Q12-1H14)

1Q13 2Q13 3Q13 4Q13 FY13, 1Q13R  2Q13R  3Q13R 4Q13R  FY13R 1014 2Q14 1H14
Unit sales (‘000)
North America 761 823 744 760 3,088 735 802 725 744 3,006 717 760 1,477
- Europe 341 391 310 318 1,360 330 377 303 307 1,317 367 376 743
- South America 113 147 143 135 538 113 147 143 135 538 104 114 218
- Middle East & Africa - - - - - 54 52 44 49 199 51 49 100
- Asia Pacific 282 317 348 397 1,344 265 300 330 375 1,270 350 362 712
International 736 855 801 850 3,242 762 876 820 866 3,324 872 901 1,773
Total Automotive 1,497 1,678 1,545 1,610 6,330 1,497 1,678 1,545 1,610 6,330 1,589 1,661 3,250
% - change yoy
North America 16.9 14.5 12.9 0.7 109 129 11.5 10.0 -1.5 8.0 2.4 -5.2 -3.9
- Europe 8.3 8.9 5.1 2.8 0.5 -11.3 5.0 27 6.1 2.7 112 0.3 5.1
- South America 4.2 235 222 6.3 8.0 4.2 235 222 6.3 8.0 8.0 224 -16.2
- Middle East & Africa - - - - - - - - - - -5.6 -5.8 5.7
- Asia Pacific 30.0 26.8 349 28.9 30.1 221 20.0 279 218 229 321 20.7 26.0
International 4.1 174 19.6 9.1 124 78 20.3 224 11.2 15.3 14.4 29 8.2
Total Automotive 10.2 16.0 16.3 5.0 11.7 10.2 16.0 16.3 5.0 11.7 6.1 -1.0 24
Share (%)
North America 50.8 49.0 48.2 47.2 43.8 4941 47.8 46.9 46.2 47.5 451 458 454
- Europe 22.8 23.3 20.1 19.8 215 220 225 19.6 19.1 208 231 226 229
- South America 75 8.8 9.3 8.4 8.5 75 8.8 9.3 8.4 8.5 6.5 6.9 6.7
- Middle East & Africa - - - - - 36 31 28 3.0 3.1 32 3.0 3.1
- Asia Pacific 18.8 18.9 225 247 212 17.7 179 214 233 20.1 22.0 21.8 219
International 49.2 51.0 51.8 52.8 51.2 50.9 52.2 53.1 53.8 52.5 54.9 54.2 54.6
Total Automotive 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

(R) Restated, according to new segmentation introduced 01.01.2014. Source: Company data and CGlI calculations.

N s Note that Ford has reorganised_ the regional split of its _Automc_Jtive operations since
A \ o January 1st. The main feature is that revenue and profit for direct exports are now
- % being reported on the basis of ‘where sold’ and not ‘where originated’.
"y h‘ Ford thus added a fifth region, ‘Middle East & Africa’ that includes former ‘direct export
S Asg‘-"  markets’ in the Middle East and in Africa and includes South Africa, previously reported
Soutir” Pacific ‘ in Asia Pacific Africa.

G
America Middle East
& Africa

Ford also realigned the remaining export markets on a geographic basis
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Chart technical view by Carlo R. Besenius

Ford had a double-top breakout on June 6" at USD 16.84. The next short-term
resistance for Ford shares is at US 20, and long-term resistance for Ford shares is at
USD 25.

Short-term view The short-term technical outlook for Ford shares is positive. RSI, MACD and 20-, 50-
and 200-day moving averages are rising. First support is at 50-day moving average at
USD 17, then 200-day moving average at USD 16.
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Long-term view The long-term technicals for Ford shares are positive. We maintain our YE 2014 price

target of USD 22.
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IMPORTANT DISCLAIMER: As a company purely focused on research, CGI LLC has no business relationships with the company covered in this report, be it investment banking,
consulting or any other type of relationship. In addition, CGI LLC does not seek and does not intend to seek in the future any such businesses, maintains complete independence
and has no conflicts of interest related to the companies in its research universe. Neither the analysts responsible for this report nor any related household members are officers,
directors, or advisory board members of any covered company. No one at a covered company is on the Board of Directors of CGI LLC or any of its affiliates. In addition, CGI LLC
and its employees, including the analyst who wrote this report, hold no equity, debt or other linked derivative investments, the value of which is related in any way, directly or
indirectly, to the operating and stock price performance of the company covered in this report. No such investment positions are held in any of the competitors, suppliers or
customers of the companies in our coverage universe. This report is provided for information purposes only. It should not be used or considered as an offer of securities and it does
not represent a solicitation to either buy or sell any securities or derivatives thereof.

This document has been prepared by Creative Global Advisers (UK) LLP (‘CGA (UK)’) solely for the use of its clients and for purely informational purposes. It does not constitute
or contain advice on the merits of investing in any investment nor does it constitute or form part of a prospectus or any such offer or invitation to sell or to issue, or any solicitation
of any offer to invest in, any investment, nor shall it or any part of it or the fact of its distribution form the basis of, or be relied on in connection with, any such offer, invitation or
solicitation, nor constitute any contract therefore. Neither CGA (UK) nor any of its members or employees give any representation or warranty, express or implied, as to the
fairness, accuracy, completeness or correctness of any information or expressions of opinion contained in this document.

This document, insofar as it is distributed in or into the United Kingdom, is for distribution only to persons to whom the financial promotion restriction in section 21(1) Financial
Services and Markets Act 2000 does not apply by virtue of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (S| 2005/1529) (the ‘Financial Promotion
Order’).

This document is directed at Investment Professionals as defined in article 19 of the Financial Promotion Order who have professional experience in matters relating to
investments. Persons who do not have professional experience in matters relating to investments should not rely on this document. The contents of this document have not been
approved by an authorised person. The distribution of this document in other jurisdictions may be restricted by law and persons into whose possession this document comes
should inform themselves of, and observe, any such restrictions. Any failure to comply with these restrictions may constitute a violation of the laws of any other such jurisdictions.
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