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In September, global light vehicle sales grew 2.9% yoy to 7.43m units, after 1.0% in August, resulting in a 3.2%
increase to 64.67m units YTD. LMC Automotive (LMCA) calculate that the September SAAR (seasonally adjusted
annualised rate) was 86.2m units/year, after 85.7m in August and 86.0m in YTD. We confirm our FY14E forecast of
an increase by 2.4% or 2.0m to some 86.4m units, implying a considerable deceleration from last year’s 4%.
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US LV sales
+9.4% in September In September, US light vehicle sales rose 9.4% yoy to 1.24m, after 5.5% in August
resulting in a 5.4% yoy increase to 12.41m YTD. Adjusted for the number of selling
+5.4% in YTD days (24 in Sep’14, 23 in Sep’l3 and 27 in Aug’14), the market was up 4.8% yoy and

down 11.7% mom in September and up 5.4% yoy YTD. According to LMC Automotive
(LMCA), September SAAR was 16.4m units/year, up 1.0m yoy and down 1.1m
mom/from August’s 17.5m. The record performance in August, the best since January
2006, was undoubtedly supported by the fact that the reported period included five
week-ends and Labor Day. YTD, the SAAR averaged 16.3m, 4.7% up from FY13’s
average of 15.57m.

Retail sales have driven  Retail sales have been the dominant driver since May 2012. In September, the retalil

recovery SAAR of 13.6m was down only 0.5m mom from August’s 14.1m and up 1.5m yoy.
Overall, light trucks, driven by SUVs and CUVs, continued to outperform, advancing
16.7% in September and 10.0% YTD, to 6.66m or 53.7% of total market. Sales of
SUVs and CUVs were up 17.3% in September and 12.1% at 4.15m YTD, accounting
for 33.5% of the market

Pent-up demand, easier A variety of positive factors are expected to continue to drive US LV sales in 2014 and

credit and historically beyond; they include a pent-up demand, though to a declining degree, growing

high residual values household wealth, population growth, residual values at historically high levels, a
record number of new products and last, but not least, easy consumer credit
conditions. Indeed, the current credit terms are the most favourable since 2008,
illustrated by low interest rates, increased lending to sub-prime customers and longer
repayment terms. (See charts pp. 4-5.)

+5.3% to 16.40m in The solid YTD performance supports the outlook for the US LV market of increases of

FY14E 5.3% to 16.40m units in FY14E and 2.0% to 16.73m in 2015E, the latter being the best
result since 2006. However, the US market has now entered ‘normalisation’ with lower
single-digit annual growth rates, after a catch-up phase following the financial crisis,
when annual growth rates topped 10%. Furthermore, as pent-up demand is being
satisfied, the US LV market has become gradually more dependent on competitive
pricing and aggressive marketing; this is the more the case as used car prices have
now started to slip. However, the average age of LVs on the road is still high at 11
years. Indeed, not all is bleak: while OEMs’ incentives are reportedly higher yoy, so are
transaction prices, the latter reflecting the better mix of new LV sales (with trucks and
SUVs gaining share).

Ford and GM lose share  The US LVs market has been the tale of two industries, allowing OEMs with a young

YTD and fresh line-up, in particular of CUVs and SUVs to outperform. At the GM group,
sales jumped 19.4% in September, resulting in a 4.3% increase to 2.21m YTD.
Toyota’s group sales increased 1.7% yoy in September, leading to a 5.7% increase to
1.79m (or 17.8%) YTD. Ford group sales were down 3.3% in September and down
1.0% in YTD (at 1.79m), ahead of the introduction of key new products such as the F-
150 pickup truck. FiatChrysler generated increases of 19.4% in September and 15.1%
to 1.57m units YTD, thanks to record incentives and new products such as the
Cherokee launched in October.

US LV sales — monthly SAAR (Dec’07-Sep’14)
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Note: The estimated seasonal factors for the SAAR calculations for July 2013 — June 2014 are restated due to the recent update of seasonal factors from the U.S. Bureau of Economic Analysis
(BEA). Source: Autodata
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US Retail LV sales — monthly SAAR (Jan’11-Sep’14) US Fleet LV sales — monthly SAAR (Jan’11-Sep’14)
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US — LV market by OEM (FY13)

US — LV market by OEM (Jan-Sep’14)
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US LV population — average age (1995-2011* US LV sales - split cars & trucks (Dec’07-Sep
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+5.7% in September

+5.2% in YTD

All Big 5 advance YTD
Germany +2.9%
France +2.1%

UK +9.1%

Italy +3.6%

Spain +17.2%

+4.7% in FY14E

No reversal of collapse
in pricing disciplinein
the short term

Winners — premium and
discount brands

Polarisation in demand

Western Europe car market

In September, WE passenger car registrations increased 5.7% yoy to 1.20m units, after
+1.2% yoy in August, resulting in a 5.2% yoy increase to 9.24m YTD. In September,
the SAAR strengthened again to 12.2m, up 2.5% mom/from August's 11.9m and
almost in line with December’s strong SAAR of 12.3m, the highest level since March
2012’s 12.3m. Over the past 21 months, the SAAR has improved by 16%, from an
exceedingly low SAAR of 10.55m in January 2013. However, while YTD’'s SAAR of
11.99m was up 3.9 % on FY13’s 11.55m, it remained 18% below the long-term pre-
crisis average of 14.6m units. (See charts on page 7.)

Germany, Western Europe’s largest car market by far increased 5.2% yoy in
September, resulting in a 2.9% yoy increase to 2.28m YTD. YTD, the SAAR of 3.05m
was more than 3% up on FY13’s 2.95m and remained 8% below the LT pre-crisis level
of 3.3m. French headline registrations increased 6.3% yoy, resulting in a 2.1%
increase to 1.34m units YTD. YTD’s SAAR of 1.82m is more than 1% above FY13’s
1.79m and 13% below the pre-crisis 2000-07 level of 2.09m. In the UK, strong private
demand continued to drive the car market that advanced 5.6% yoy in the statistically
strong September and 9.1% YTD, making it the only major European market that has
grown consistently over the past 31 months. Indeed, at 2.39m, YTD’s SAAR is up 5.6%
from FY13’s 2.26m and more than 2% below the long-term pre-crisis average of 2.45m
units. YTD, ltalian car registrations increased 3.6% from an exceedingly weak 2013
and the SAAR of 1.35m was more than 3% above FY13’s 1.30m and remained 42%
below the 2.34m LT pre-crisis trend. In Spain, the PIVE incentive scheme continued to
support the car market that advanced 17.2% YTD. Although YTD’s SAAR of 0.86m has
been up 18% from FY13’s 0.72m, it remained 42% below pre-crisis trend. (See
discussion for the Big Five on pp. 9-13.)

Underlying demand has been on an uptrend since hitting a low of 10.55m in January
2013, though the recovery has been slow and intermittent. In FY14E, real GDP is
expected to grow by less than 1% in the Eurozone (after two years of contraction) and
by more than 3.0% in the UK. We expect that in FY14E the WE car market will grow
4.7% or 540k units to 12.09m, with the UK and Germany as the largest contributors.
However, a deteriorating macro-economic outlook for 2015E and beyond is likely to
decelerate the recovery in the WE car market. This confirms the sobering outlook that
the WE market will not regain its pre-crisis 2007 level before 2021. (See charts p 7.)

Indeed, we continue to caution that any ‘excitement’ over the recovery in the WE car
market after six years of recession is overshadowed by OEMs expecting no marked
improvement in pricing in the short term and indicating that discounts from sticker
prices in excess of 10% are still the norm. Although the horrendous competitive
pressures originated in the crisis-hit Southern European markets, they have been
spreading to the better performing Northern European ones, a trend that has intensified
since mid-2012. In addition to record discounts, special deals and cheap financing,
OEMs and dealers have increasingly resorted to tactics such as pre-registering.

Among the car manufactures, the premium manufacturers (mainly BMW, Mercedes
and VW’s Audi) and, to a lesser extent discount brands have been structurally the best
performers in W Europe, and should continue to outperform in the medium and long
term. The OEMs most vulnerable in the crisis have been PSA, the Renault brand and
the European operations of Fiat, GM and Ford. Their vulnerability is only partly due to
their geographic footprint and thus exposure to the Southern periphery. However, in the
short term, in 2014, they are the main beneficiaries from the beginning recovery in
Southern Europe. (See charts page 8.)

The trend of polarisation in demand into premium and discount brands and products
has been intact for the past 20 years and intensified during the prolonged crisis. Driving
forces have been the downsizing on the part of the premium brands and an
improvement in quality of discount branded products.
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W Europe — monthly SAAR" vs. trend (Oct’08-Sep’14) W Europe — pc registrations (1997-2017E)
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\W Europe — pc market by OEM (FY13) W Europe — pc market by OEM (Jan-Sep’14)
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+5.2% in September

+2.9% in YTD

Pricing environment
remains tough

+3.4% in FY14E

Germany

In September, the German passenger car market increased 5.2% yoy to 260.1k units,
after having declined 0.4% in August, resulting in a 2.9% yoy increase to 2.28m YTD.
In September, underlying demand strengthened again, to a SAAR of 3.05m, up 3.2%
from a weak August (2.95m), though remained 6.3% below July’s 3.25m, that had been
the best month since May 2012 (SAAR of 3.34m). YTD, the SAAR of 3.05m was more
than 3% up on FY13’s 2.95m and remained 8% below the LT pre-crisis level of 3.3m.

The fact that in YTD four out of nine months had a SAAR of less than 3m mark reflects
the patchiness of the recovery of the German car market. This is the more
disappointing in view of the continuing aggressive and desperate marketing
environment. However, after two years of decline, the German car market is set to
grow again by 3.4% to 3.05m units in FY14E and 2.2% to 3.12m in 2015E.

Germany has relatively strong macro-economic fundamentals in the European context,
with a healthy labour market, rising disposable income and GDP growth expected to
accelerate from last year's 0.5%. However, for the past six months the outlook has
deteriorated sharply: this is reflected in the German federal government’s drastic cut in
GDP forecast to 1.2% this year and 1.3% next year, from 1.8% and 2.0% previously,
which is even worse than the IMF’s new forecast of 1.4% and 1.5% respectively. The
German economy is faced with multiple challenges such as a sharp slowdown in its
export markets, led by emerging economies, low investment and, last but not least, a
festering crisis in the Ukraine and Russian sanctions.

Germany — monthly SAAR” vs. trend (Oct’08-Sep’14) Germany — pc registrations (1997-2017E)
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France
+6.3% in September In September, French car registrations increased 6.3% yoy to 151.1k units, after a -
3.0% in August, resulting in a 2.1% increase to 1.34m units YTD. Adjusted for the
+2.1% in YTD number of working days (22 in Sep’14 vs. 21 in Sep’13), registrations were up 1.5%

yoy in September and up 2.6% YTD. This follows a 5.7% decline to 1.79m units in
FY13, the fourth year of negative growth.

+1.3% in FY14E In September, underlying demand strengthened again to a SAAR of 1.92m, up 8.4%
mom/from August’s 1.77m, but remained 3.0% below June’s 1.94m, the strongest
month since August 2012. So far in 2014, the market has been running at a SAAR of
1.82m, more than 1% above FY13’s 1.79m and 13% below the pre-crisis 2000-07 level
of 2.09m. However, the SAAR needs only to remain stable in 4Q14 for the market to
achieve a 1.3% increase to 1.81m units in FY14E, the first in five years.

France’s economy is stuck in a rut as GDP growth stalled in 1Q14 and 2Q14, after a
0.2% qoq increase in 4Q13. The FY14E outlook is subdued, with GDP growth
expected to accelerate only slightly, if at all, from 0.3% in 2013, and private
consumption to remain barely positive. More importantly, the medium-term outlook
remains gloomy due to challenges such as an unemployment rate in excess of 10%
and depressed business and consumer confidence. In view of France’s economic
malaise and dire fiscal position (meeting the Eurozone deficit target of 3% GDP has
been postponed until 2017), the new government is eager to step up deregulation and
structural reform. However, any economic benefit should be only slow in taking effect.

France — monthly SAAR" vs. trend (Oct’08-Sep’14) France — pc registrations (1997-2017E)
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+3.3% in September

+3.6% in YTD

Triple dip recession
Italian GDP expanded in

only one of the past 12
quarters

+5.1% in FY14E

Italy — monthly SAAR" vs. trend (Oct’08-Sep’14)

Italy

In September, Italian car registrations increased 3.3% yoy to 110.4k units, after -0.2%
in August, resulting in a 3.6% increase to 1.04m units YTD, from an exceedingly weak
2013. In September, the SAAR weakened again moderately 2.9% mom to 1.32m. YTD
the market has been running at a SAAR of 1.35m, which is more than 3% better than
FY13’s 1.30m, though 42% below the 2.34m pre-crisis trend.

Italy’s macro-economic situation has remained precarious as the country has fallen into
recession yet again and real GDP contracted by 0.1% goq in 1Q14 and 0.2% in 2Q14.
After having shrunk 1.6% in 2012 and 1.2% in FY13, real GDP is set to remain
(marginally) negative in FY14E. The economy remains trapped in a vicious circle of
austerity, high unemployment (just a shade under 13%) and lack of domestic demand,
with a pick-up in external demand being the only bright spot. A hike in VAT by 1%-point
to 22% a year ago should extend the lack of growth in private consumption into FY14E.

We continue to expect that the recovery of the Italian car market will be drawn out.
However, assuming an only moderate improvement in underlying demand during
4Q14, the Italian car market is set to grow 5.1% to 1.37m in FY14E. However, we see
an acceleration in 2015E to more than 10% and 1.50m, only if the Italian government
decides to introduce new incentives, as rumoured. The forecast implies that 2014E
would be the first year with growth after six consecutive years of decline.

Italy — pc registrations (1997-2017E)
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+26.2% in September

+17.2%in YTD

Government incentive
scheme

+17.8% in FY14E

Spain

In September, the Spanish passenger car market advanced 26.2% yoy to 57.0k units,
after 13.7% in August, resulting in a 17.2% yoy increase to 0.64m units YTD.
Underlying demand continued to grow moderately in September, to 0.86m, up 0.5%
mom and down 3.4% from June’s 0.89m that had been the best month since June
2010 (1.13m). Although YTD’s SAAR of 0.86m was 18% up from FY13’s 0.72m, it
remained 42% below the 2000-07 level of 1.48m units.

The relative strength of the Spanish car market in FY13 and YTD has been due to the
PIVE scrappage scheme that was first announced and introduced in October 2012 and
has so far been extended five times. The purchase price of a LV is being discounted by
EUR 2k, as the government’'s EUR 1k subsidy is matched by the car manufacturers,
when a 10-year old vehicle is being scrapped.

The macroeconomic outlook for Spain has continued to brighten, with GDP growth
accelerating to 0.6% qoq in 2Q14, from 0.4% in 1Q14 and 0.1% in 3Q13 and consumer
confidence steadily recovering since mid-2012. This points towards an improving
outlook which implies that, after a 1.2% correction in FY13, real GDP is set to grow by
1.3% in FY14E and 2.0% in 2015E, driven by external demand and supported by
improved financial conditions. However, unemployment that has eased only recently to
below 25%, should remain a drag for years to come. We understand that the Spanish
government plans to keep extending the PIVE scheme until underlying demand has
stabilised. On this basis, the Spanish car market is set to grow 17.8% to 0.85m in
FY14E and 10.9% to 0.94m in 2015E. An ageing car parc and positive demographics
should support the pace of recovery once the economic recovery gains traction.

Spain — monthly SAAR” vs. trend (Oct’08-Sep’14) Spain — pc registrations (1997-2017E)
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+5.6% in September

+9.1%in YTD

+8.3% in FY14E

UK

In September, UK car registrations advanced 5.6% yoy to 425.9k units, after 9.4% in
August, resulting in an YTD increase of 9.1% to 1.96m units. Driven by pent-up
demand, easy credit, aggressive marketing and an accelerating economic recovery,
the UK market has been growing for 31 months, making it the longest period of growth
on record, even beating the booming 1980s. YTD, private demand increased 10.0%
yoy, raising the share to 48.8%, after a 15.6% increase in FY13. Further supporting
factors have been a falling savings ratio, windfall from refund claims made against
miss-sold PPIs and OEMs redirecting vehicles from a sluggish rest of W Europe.

Note that March and September are the strongest months in the UK due to the bi-
annual change-over of registration plates. In September, underlying demand continued
to strengthen, to a SAAR of 2.44m, up 2.3% mom and only 1.5% below May’s strong
result of just under 2.5m. YTD’s running rate of 2.39m was 5.6% up on FY13’'s 2.26m
and only a little more than 2% below the long-term pre-crisis average of 2.45m units.

The UK’s economic recovery has gained momentum and broadened from the narrow
base of private consumption and the housing market, into investment and even
exports; GDP growth is set to accelerate from 1.9% in 2013 to more than 3.0% in
2014E and to 2.7% in 2015E. For FY14E, we therefore expect that the car market will
grow by another 8.3% to 2.45m, after FY13’s 10.8%. However, from 2015E onwards,
growth in the car market is expected to fizzle out.

UK — monthly SAAR" vs. trend (Oct’08-Sep’14)

UK - pc registrations (1996-2017E)
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Japan pc market

-3.2% in September In September, Japanese vehicle sales declined 3.2% yoy to 431.8k pcs and 0.5% to
508.4k LVs, after -9.5% and -9.1% in August. The Japanese automotive markets have
+5.8% in YTD remained relatively resilient following the increase in consumption tax from 5% to 8%

on April 1% and a strong 1Q14 when pre-buying had boosted sales of pcs 20.9% to
1.59m and those of LVs 22.1% to 1.82m. The resilience has been thanks to a strong
order-book, strong minicar sales, a reduction in the vehicle purchase tax (from 5% to
3%) and dealerships’ aggressive marketing. Indeed, in September the SAAR
strengthened again to 5.18m, 13% up mom making it the strongest month since May. .

+0.4in FY14E In view of the strong performance YTD, with increases of 5.8% to 3.67m pcs and 6.3%
to 4.23m LVs, FY14E is set to become another strong year, marginally up from 2013.
In FY13, the Japanese pc market was flat at 4.56m units as a resurging consumer
confidence and private demand driven by the fiscal and monetary stimulus of the initial
stage of ‘Abenomics’ acted as supports, counteracting the pay-back following the
expiry of an eco-car subsidy in 3Q12.

The severity of the expected payback in 2015E-16E will be determined by political
decisions, including further tax increases and the degree of the medium-term success
of the highly ambitious economic policy, including restructuring as part of the ‘third
arrow’ of 'Abenomics'. However, there should be considerable swings in monthly and
guarterly sales as planned tax increases are expected to lead to periods of pre-buying
and pay-back: the mini car tax is due to go up in April 2015 and a likely increase in
consumption tax from 8% to 10% in October 2015.

Japan — monthly pc registrations (Jan’06-Sep’14) Japan — pc market (1997-2017E)
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+3.7% in September
+8.3% in YTD

+7.1%in FY14E

Long-term trends intact

Premium segment
continues to outperform

China LV market

In September, Chinese LV sales increased 3.7% yoy to 2.00m units, after 3.9% in
August, resulting in an 8.3% increase to 17.10m units YTD. LMCA estimate that in
September and YTD the LV market has been running at a SAAR of above 23m, thus
almost 7% higher than FY13, but considerably lower than a strong 4Q13 with 23.5m.

The Chinese LV market that is driven by demand for private vehicles due to growing
disposable income, has recently been boosted by ‘panic-buying’ ahead of expected
purchasing restrictions in many cities in order to combat pollution and traffic gridlock.
However, after having grown strongly until FY13, the SAAR has plateaued YTD. Sales
of LCVs, flat in the medium term, have declined since mid-2013 due to uncertainties
over the impending China IV emission regulations and the slowdown in construction.

Only thanks to a series of small stimulus measures did GDP growth accelerate again to
7.5% in 2Q14, after 7.4% in 1Q14. However, in the likely absence of further
government support, real FY14E GDP growth should miss the government’s target of
7.5%. This would indicate the government’s resolve and ability to stick to the three
parts of the ‘Likonomics’ strategy of no stimulus, de-leveraging and structural reform.
Meanwhile, financial risks have kept rising and include excessive borrowing by local
and provincial authorities, housing bubbles and growth in shadow banking. Indeed,
weaning the economy off government-led investments and rebalancing it towards
private consumption and services, while avoiding a hard landing and a financial crisis,
are becoming ever more daunting simultaneous challenges for the policy makers.

Following a stronger than previously expected 13.9% increase to 21.88m LVs in 2013,
growth is expected to slow considerably to 7.1% and 23.43m units in FY14E, taking
into consideration factors, such as considerable pent-up demand, a further decline in
pricing and also an increase in restrictions to car buying in highly polluted cities.

The Chinese LV market is expected to grow at a CAGR of 7.5% in 2013-2018E. In this
period, the economy is also expected to develop private consumption as a growth
engine. The expected long-term growth in the LV market should be supported by
vehicle density growing in tandem with GDP/capita, rising urbanisation (from 52% in
2012) and a growing middle class. A growing customer base should be spreading
demand inland from Tier 1 regions and the coastal areas. (See charts on p.16.)

The premium segment grew from 111k units in 2005 to 1.54m in 2013, implying a
CAGR of 39%, compared to 19% for the total LV market. The medium-term outlook
remains favourable as the premium segment should continue to grow considerably
faster than the total market. The German premium brands that dominate the segment
increased sales 18.5% to 1.16m units in FY13 and 19.3% to 1.0m units YTD. Recent
investigations by the anti-trust commission (NDRC) into the pricing policy of (mostly)
foreign OEMs has precipitated ‘voluntary’ price cuts by premium car manufacturers for
spare parts and imported vehicles. This is part of the expected and ongoing
‘normalisation’ of prices for luxury products in China towards international levels. The
NDRC actions are thus expected to inadvertently accelerate the domestic OEMs’
decline in market share as it undermines their affordability advantage.

China — monthly LV sales
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German premium brands (Jan-Sep 2013 & 2014) China —real GDP and private consumption (2007-17E)
(Units '000) (%)
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China —inland growth engine

Rapid development in tier 2 region as results of low vehicle parc, lower car price, growing income and fast dealer network
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Brazil pc market

-5.3% in September In September, Brazilian car sales declined 5.3% yoy to 210.3k units, after 20.1% in
August, resulting in an 11.7% decline to 1.80m units YTD. Although September saw a
-11.7% in YTD moderate improvement in SAAR, the market has remained on its downtrend that had

started in 4Q13. This is attributable to rising interest rates, credit restrictions and an
already high level of consumer debt, overcompensating any benefits from the fiscal
stimuli introduced since June 2012 The downtrend has been exacerbated by an IPI tax
increase by 2-4%-points (depending on the size of the vehicle) at the beginning of
2014. In addition, the introduction of new safety rules (requiring ABS brakes and
airbags) on 1/1/2014 is estimated to reduce the affordability of cars by some 4-8%,
affecting mostly the sales of the established OEMs.

Private consumption that, fuelled by subsidised credit, had been driving the economy
since 2007 and still outperformed in 2012, advancing 3.2% vs. GDP’s 1.0%, slowed
dramatically in FY13, to just 2.6%, in line with GDP. In 2014E-15E, growth in private
consumption is expected to continue to decelerate sharply, to just above 1%, whereas
the overall economy is expected to barely avoid recession in FY14E. Indeed, real GDP
declined 0.6% qoqg in 2Q14, after -0.2% in 1Q14, mainly due to declining investment
and falling industrial output. The recent sharp fall in commodity prices is bound to
further increase the pressure on Brazil’s industrial sectors that over the past few years
have suffered from rising labour costs, complex taxes, poor infrastructure and
excessive bureaucracy.

-12.2% in EY14E In the near term, political uncertainty, tight credit conditions (with the benchmark rate at
11%), shrinking purchasing power (due to high inflation approaching 7% and a weak
currency), a slowing job market and falling consumer confidence should continue to
have a negative impact on car sales. In FY14E, the car market is set for a 12% decline
to 2.39m units, after -3.1% in FY13, the first decline in annual sales in a decade.

Brazil — monthly pc registrations (Jan’08-Sep’14) Brazil — pc market (1997-2017E)
(Units '000) (Units m) (%)
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-20.1% in September

-13.0% in YTD

Falling commodity
prices is the latest of the
multitude of challenges
for the Russian
economy

-16.1% in FY14E

Russia LV market

In September, Russian LV sales declined 20.1% yoy to 197.2k units, after 25.8% in
August, resulting in a 13.0% decline to 1.78m units YTD. LMCA calculate that the
SAAR recovered slightly in September, from August’s disappointingly weak 1.8m
thanks to an emergency scrappage incentive, introduced on 09/01. The government
hope that the scheme that is due to expire by year-end will add up to 170k units.

The sharp fall in commodity prices, in particular for oil, is just the latest of a multitude of
challenges that have worsened Russia’s macro-economic outlook; they include the
continuing crisis in the Ukraine, economic sanctions, including restricted access to
western capital markets and a high degree of uncertainty. Real GDP is expected to be
flat at best in 2014E and barely grow in 2015E. Higher interest rates (by 250bpts so far
YTD) and a weaker rouble have dampened consumer confidence and dramatically
worsened the outlook for private consumption. Even before the full onset of the crisis in
the Ukraine, Russia’s economy had been on a downward trajectory due to severe
structural problems such as lack of internal investment and increasing capital flight,
both caused by a bad business climate, lack of sufficient protection of property rights
and rule of law.

A weaker rouble (that has lost 20-25% against major currencies) is sharply reducing
the affordability of LVs in Russia, affecting 82% of vehicles. In 2013, 36% of LVs sold
were imports and 46% foreign branded vehicles from local production that have a
relatively low local content. Additional drawbacks include the extension of the
‘utilisation’ tax to include locally produced cars since 1/1/2014.

The Russian LV market is set for declines of more than 15% to some 2.3m units in
FY14E and of less than 4% to 2.2m in 2015E. However, the ultimate outcome for LV
sales in FY14 and more so 2015 will also depend on the government’s future policies,
such as import restrictions for complete vehicles.

Russia — monthly LV sales™ (Jun’08-Sep’14)

Russia — LV sales (2003-17E)
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Demand trends for trucks

US medium & heavy truck market

US - Class 8 sales

. 1Q 2Q 3Q 4Q FY
('000) US Class 8 Units

70 2009 21832 21,625 22423 21,625 94,798

50 2010 23839 25418 27,825 30,070 107,152

2011 31978 40410 43907 55430 171425

50 4= 2012 46845 52401 47585 48192 195023

2013 38828 47,064 46788 52242 184,922

40 1 2014 44566 55279 58526 . .
30 4 % change

2010 yoy 92 175 241 391 130

20 11 2011 yoy 34.1 57.8 57.8 84.3 60.0

10 1 2012 yoy 465 306 8.4 3.4 138

2013 yoy A7.1 102 A7 8.4 52

0+ 2013 yoy 148 175 25.1 . .

1Q 2Q 3Q 4Q 2013 vs. 2007 240 302 582 531 25

2014 vs. 2007 12.8 529 97.7 . .

@m2007 m2008 2009 m2010 © 2011 =m2012 m2013 m2014

Source: Automotive News Data Center, CGlI calculations Source: Automotive News Data Center, CGI calculations

US - Class 4-8 sales

(000) US Class 4-8 . & 2@ 6 @ H
Units

140 2009 53023 54423 57,666 54423 227,726

0 2010 57781 50533 62231 66399 245944

N 2011 67,309 82,416 84409 93768 327,992

100 - m 2012 87,763 94962 80,898 91752 364,375

2013 81254 98680 94,150 104,073 378,157

80 1 2014 91432 111,169 115,103 . .
60 % change

2010 yoy 9.0 94 79 20 8.0

40 11 2011 yoy 16.6 384 356 412 334

20 1 2012 yoy 302 15.2 6.5 2.1 1.1

2013 yoy 74 39 47 134 38

0+ 2014 yoy 125 12.7 223- .

1Q 2Q 3Q 4Q 2013 vs. 2007 294 63 6.4 156 52

m2007 m2008 2009 m2010 - 2011 m2012 w2013 m2014 2014 vs. 2007 -20.5 5.5 30.1 - -

Source: Automotive News Data Center, CGI calculations

Source: Automotive News Data Center, CGI calculations

US — Class 8 sales by manufacturer (FY13)
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Source: Automotive News Data Center, CGI calculations

CGl Page 19



Creative Global Investments LLC

10/20/2014

Europe heavy truck markets

W Europe — truck registrations (>=16t)

('000) W Europe
80
70 +—
60 +
50 +
40 - _ - —
30 + —
20 + — —
10 + —
0 T T T T
1Q 2Q Jul-Aug 3Q 4Q
2007 2008 =2009 ~2010 m2011 m2012 2013 m2014

1Q 2Q  Jul-Aug 3Q 4Q FY
Units
2009 47,599 38,466 19,431 34,862 27,669 148,596
2010 32,828 38,461 23629 40483 46,174 157,946
2011 50,998 53938 29,851 48692 52,099 205,727
2012 50,162 49,411 27,049 41293 44674 185540
2013 40,649 45321 27519 43529 66,956 197,508
2014 44,891 45,291 26,212 - - -
% change
2010 yoy -31.0 0.0 216 16.1 66.9 6.3
2011 yoy 55.3 40.2 26.3 20.3 12.8 30.3
2012 yoy -1.6 -8.4 9.4 -15.2 -14.3 9.8
2013 yoy -19.0 -8.3 1.7 5.4 49.9 6.5
2014 yoy 10.4 -0.1 4.7 - - -
2013 vs. 2008 -45.0 -37.8 -324 -33.3 204 -26.2
2014 vs. 2008 -39.3 -37.9 -35.6 - - -

Source: ACEA, CGl calculations

Source: ACEA, CGl calculations

W Europe — truck registrations by manufacturer (FY12) W Europe —truck registrations by manufacturer (FY13)
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Source: Association Auxiliaire de I'Automobile, CGI calculations

Source: Association Auxiliaire de I'Automobile, CGI calculations

Germany —truck registrations (>=16t)
{1000)

Germany

25

20

1Q 2Q Jul-Aug 3Q

2007 £ 2008 WZOO9 2010 mz0i1 m2012 m2013

4Q
2014

1Q 2Q  Jul-Aug 3Q 4Q FY
Units
2009 11,878 10,653 5,784 9,725 7,943 40,199
2010 9,145 12,064 8280 13,388 14,220 48817
2011 14577 15,718 9617 15358 14560 60,213
2012 14,148 15226 8,783 13,211 11,859 54,444
2013 11432 14,038 8718 13,310 15796 54,576
2014 14,287 16,133 9,008 - - -
% change
2010 yoy -23.0 132 432 377 79.0 214
2011 yoy 59.4 30.3 16.1 14.7 24 233
2012 yoy 2.9 =31 8.7 -14.0 -18.6 9.6
2013 yoy -19.2 7.8 0.7 0.7 33.2 0.2
2014 yoy 25.0 14.9 33 - - -
2013 vs. 2008 -31.9 216 -26.6 -35.7 279 -19.4
2014 vs. 2008 -14.9 9.9 -24.2 - - -

Source: ACEA, CGl calculations

Source: ACEA, CGl calculations
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SCI Logistics Barometer (German - Toll Collect — Driven kms on German motorways
- (m km)
- 260
250
\,_\/ 230
A / o
W L oo
2.00
A\
10 \/ 190
1.80
30 170 +4—r—"ns—m—r—-"+—-"r—"r—-v—-"T—"-"—""1
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
50 T
o o o © o o o © o < < < s - 2007 - -==2008 2009
r - - - v r T % - 5 T 5 = ceseess 2010 e 011 - = =)(12
3 8§ ¢ 5 5 £ 3 § 3 5 5§ % 3 —_—013

Business confidence indicator — transport and logistics industries in Germany. Source: www.sci.de Source: Bundesamt fir Guterverkehr

New EU" —truck registrations (>=16t)

1Q 2Q  Jul-Aug 3Q 4Q FY
{000) New EU Units

18 2009 3,647 3,546 1,666 2,872 3,843 13,908
18 2010 3,384 4,779 3,116 5,509 7,351 21,023
2011 8,594 9,912 5,252 8,693 10,016 37,215
14 | 2012 8,020 9,333 5,324 8,811 8,585 34,749
12 1= — 2013 7,468 9,505 5,698 9,397 14,771 41,005
10 - — 2014 9,727 9,466 5,360 - - -

g 1 = = — — % change
g 4 | | B 0 | m —| 2010 yoy 1.2 348 87.0 918 913 512
i | B | | R R | 20110y 154.0 107.4 68.5 57.8 36.3 770
2012 yoy 6.7 5.8 14 14 -14.3 -6.6
2T ] S I ] ] | 2013 yoy 6.9 18 7.0 6.7 72.1 18.0
0 . . . . 2014 yoy 30.2 -0.4 -5.9 - . -
1Q 2Q Jul-Aug 3Q 40 2013 vs. 2008 -38.9 -42.3 -14.3 19.7 251 -156.2
2014 vs. 2008 -20.4 -42.5 -19.3 - - -

2007 ©2008 2009 mz2010 w2011 m2042 2043 w2014
(1) New EU, mostly Central Europe and Baltic countries. Source: ACEA, CGI calculations Source: ACEA, CGl calculations

Japan medium & heavy truck market
Japan — medium & heavy truck market (>3.5t)

('000) Japan e 1Q 2Q 3Q 4Q FY
60 2009 25,236 16,686 22,932 22,838 87,692
50 2010 27,512 23,701 27,029 23,455 101,697

2011 28,993 15,094 32,598 30,605 107,290
40 -+ 2012 40,273 29,714 33,645 32,727 136,359
2013 38,568 28,572 38,666 37,466 143,272
30 H 2014 49245 30085 43732 - -

o0 - _ %change
2010 yoy 9.0 420 17.9 2.7 16.0
10 +H — 2011 yoy 54 -36.3 206 30.5 55
2012 yoy 389 96.9 3.2 6.9 271
0 T T T 2013 yoy 4.2 -3.8 14.9 145 5.1
1Q 2Q 3Q 4Q 2014 yoy 277 53 13.1 . -
2013 vs. 2008 -12.9 -14.4 0.2 23.0 2.3
2007 2008 w2009 m2010 m2011 w2012 © 2013 m2014 2014 vs. 2008 113 9.8 133 , .

Source: JAMA, CGl calculations Source: JAMA, CGl calculations
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