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Three Trends Reshaping the Auto Industry’s Landscape

Development
of New
Business
Models

Restructuring Growth of the
of the Legacy Emerging

Industry Industry

e
Source: Casesa Shapiro Group
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Three Trends Reshaping the Auto Industry’s Landscape

Upstream
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Restructuring Growth of the
of the Legacy Emerging

Industry Industry

Vehicle Manufacturers

Downstream
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Restructuring of the Legacy Auto Industry

Vehicle Manufacturers Upstream

Downstream

» Continued restructuring of troubled suppliers

» Consolidation within product segments, but
no overall consolidation trend

» Fast growth in fuel efficiency and emissions
products

Restructuring
of the Legacy

Industry

Source: Casesa Shapiro Group
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Restructuring of the Legacy Auto Industry

Upstream

Restructuring
of the Legacy

Industry

Vehicle Manufacturers

Downstream

» Continued restructuring of troubled suppliers

» Consolidation within product segments, but
no overall consolidation trend

» Fast growth in fuel efficiency and emissions
products

» Government intervention mitigating
improvement in industry economics

» Streamlining of business models
» Consolidation, JVs among regional VMs

Source: Casesa Shapiro Group

January 10, 2010



CASESA SHAPIRO GROUP

Restructuring of the Legacy Auto Industry

Vehicle Manufacturers Upstream

Downstream

Restructuring
of the Legacy

Industry

» Continued restructuring of troubled suppliers

» Consolidation within product segments, but
no overall consolidation trend

» Fast growth in fuel efficiency and emissions
products

» Government intervention mitigating
improvement in industry economics

» Streamlining of business models

» Consolidation, JVs among regional VMs

» Rapid consolidation of Detroit dealers
» Stronger operators expand geographically
» Continued development of aftermarket

Source: Casesa Shapiro Group
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Growth of the Emerging Auto Industry

Strong suppliers build-out global footprint
through cross-border M&A

New entrants acquire depreciated legacy
assets, build engineering capability

Upstream

Consolidation of domestic Chinese suppliers

Growth of the
Emerging

Industry

Vehicle Manufacturers

Downstream

Source: Casesa Shapiro Group
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Growth of the Emerging Auto Industry

» Strong suppliers build-out global footprint
through cross-border M&A

» New entrants acquire depreciated legacy
assets, build engineering capability

Upstream

» Consolidation of domestic Chinese suppliers

R TISSS _

» Chinese and Indian VMs enter global stage Growth of the

» Some consolidation of Chinese VMs Emerging

» Acquisition of depreciated legacy assets
by new entrants

Industry

Vehicle Manufacturers

Downstream

Source: Casesa Shapiro Group
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Growth of the Emerging Auto Industry

Strong suppliers build-out global footprint
through cross-border M&A

New entrants acquire depreciated legacy
assets, build engineering capability

Upstream

Consolidation of domestic Chinese suppliers

NSt Rl
Chinese and Indian VMs enter global stage Growth of the

Some consolidation of Chinese VMs Emerging

Acquisition of depreciated legacy assets
by new entrants

Industry

Vehicle Manufacturers

Establishment of aftermarket parts
network, new vehicle retail channels,
remarketing infrastructure and related
downstream activities

Downstream

Source: Casesa Shapiro Group
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New Business Models

» Technological innovation in alternative
propulsion, new energy infrastructure,
mechanical efficiency, weight reduction, etc.

Upstream

Development
of New
Business

Models

Vehicle Manufacturers

Downstream

Source: Casesa Shapiro Group
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New Business Models

» Technological innovation in alternative
propulsion, new energy infrastructure,
mechanical efficiency, weight reduction, etc.

Upstream

Development
» Emergence of start-up VMs pursuing new of New
technology including electric vehicles

and/or new business models Business

Models

Vehicle Manufacturers

Downstream

Source: Casesa Shapiro Group
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New Business Models

Vehicle Manufacturers Upstream

Downstream

» Technological innovation in alternative

propulsion, new energy infrastructure,
mechanical efficiency, weight reduction, etc.

Development
Emergence of start-up VMs pursuing new of New
technology including electric vehicles

and/or new business models Business

-I- —

Potential new threats to established
franchise system from new vehicle
distribution models (big box, online); more
likely with electric vehicles

Source: Casesa Shapiro Group
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Implications for Decision Makers

| _S'traztegic

> Industry landscape shifting rapidly from static
and simple to dynamic and complex

»  Sharp profit rebound probable with recovery as
radical cost-cutting greatly reduced breakevens

»  Simple consolidation are arguments suspect:
expect continued churn as legacy companies
combine and new entrants emerge

»  Potential disruptions — for example, the electric
car - are impossible to predict and thus
demand a flexible business model

»  Longer-term, legacy industry returns likely
remain compressed - government intervention
a reminder that auto business is quasi-private

»  Globalization is an imperative to (1) participate
in profit opportunity and (2) defend against
new entrants

e
Source: Casesa Shapiro Group
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Implications for Decision Makers

Strategic

> Industry landscape shifting rapidly from static
and simple to dynamic and complex

»  Sharp profit rebound probable with recovery as
radical cost-cutting greatly reduced breakevens

»  Simple consolidation are arguments suspect:
expect continued churn as legacy companies
combine and new entrants emerge

»  Potential disruptions — for example, the electric
car - are impossible to predict and thus
demand a flexible business model

»  Longer-term, legacy industry returns likely
remain compressed - government intervention
a reminder that auto business is quasi-private

»  Globalization is an imperative to (1) participate
in profit opportunity and (2) defend against
new entrants

Big restructuring wave is over, but financial
restructuring will remain a permanent feature of

landscape as companies must adjust continuously to
new industry dynamics

Continued balance sheet repair essential as
economic crisis underscored the necessity of a
conservative capital structure for a deeply cyclical
and capital-intensive industry

Financing window has reopened near-term, but
capital generally scarce and expensive for auto

Valuations will remain low given investor wipe-out
and government intervention

Distress-related M&A could present attractive
opportunities for strong incumbents, new entrants
and to lesser extent, financial investors

Cross-border M&A an increasingly important growth
strategy — can’t be a domestic auto company in auto
anymore

Source: Casesa Shapiro Group
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