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Enjoy the read!

Dieter Becker
Global Head of
Automotive

KPMG International
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Mobility
culture

Auto executives*
views tend to reflect
concems

over current
commercial
challenges,
suggesting a lack of
consensus over the
shape of the future
mobility
eco-system.

KPMG viewpoint

Auto execs are
caught between
regulations that
create technological
challenges, and
satisfying the target
group of tech-savvy
mobility consumers,
that are never offline.

— =—— =—— — — — What is driving consumer demand? (B — — — — — — — — — — — —_—————— —
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Key trends to 2025

Many innovative key trends
are lower on executives’
agendas up to 2025:

The majority of the executives
still feel that growth of
emerging markets is the
number one key trend.

Only a minority of
respondents consider
alternative powertrain
technologies, mobility
services and vehicle
connectivity as extremely
important key trends until
2025.

Please see p8-9

Purchasing

criteria to 2020
Purchasing choices
over the next five years
are not yet driven by

innovative concepts
and online services:

Auto executives believe
consumers are still fixated
on traditional product issues,
with fuel efficiency rated
clearly as number one,
closely followed by safety
and comfort.

Compared to the 2014 survey,
executives see a heavily
increased emphasis on
enhanced vehicle lifespan,
most likely due to the

burst of product recalls

in recent years.

Please see p10-11

Vehicle segmen
preferences

The small and basic
car segment is
expected

to have a high growth
potential in established
and emerging markets
over the next five years:

Executives from mature
markets predict decreasing
sales potential for the large
car segment up to 2020, with
a more positive view of the
basic and small car segment.

BRIC market respondents
envisage tremendous growth
potential for all car size
segments in the next five
years, particularly small and
basic cars.

Please see p12-13
Vehicle ownership
versus usage

Vehicle ownership for all
age groups is
considered important up
to 2020:

Most respondents believe
vehicle ownership will still be
important for under-25s, while
those aged between 25-50
are expected to be even more
reliant on their own cars for
personal mobility.

Mobility services are forecast
to be an important source of
profit in five to 10 years in
both established and
emerging markets.

Please see p14-15

Technological
fit

According to this
year’s survey,
the optimization
of traditional
fossil fuel-based
propulsion
technologies still
dominates the
technological
roadmap.

=—— = — Are companies betting on the right technologies? (B - —

nvestmen -car marke
priorities to 2020 penetration to 2025

Downsizing is still the
number one powertrain
investment area over the
next five years:

However, since the 2014
survey, auto execs from
mature TRIAD markets have
become relatively less
focused on this area than
their BRIC counterparts.

The number two investment
priority for both TRIAD and
BRIC execs is fuel cell
vehicles, replacing pure
battery electric technology.

Please see p16-17

-car
technolog
trends to 2020

Plug-in hybrids are set to
attract the highest demand
of all electrified propulsion
technologies:

Although still rated as the
most important e-technology,
plug-in hybrids’ popularity has
diminished year-on-year.

Battery electric vehicles
remain in number two
position. However, in contrast
to prior years, a higher
proportion of respondents
believe demand for fuel cell
electrical vehicles will increase
over the next five years.

Please see p18-19

High e-car market share
forecasts appear contrary to
investment priorities:

The majority of auto execs
from Western Europe and
China believe that the share
of electrified vehicles (among
overall new car registrations)
will be between 11-15
percent. Respondents from
North America are even more
optimistic, with most
foreseeing a share of
between 16-20 percent

in 10 years.

Please see p20-21

Connectivity:

The next big thing
The notion of self-driving
cars as the last
evolutionary step of
connectivity seems to be

more distant than media
attention suggests:

Auto execs from mature
Asian countries like Japan
and Korea are slightly more
optimistic about autonomous
driving, believing there will be
a breakthrough in the next 20
years. Respondents from
Western Europe, North
America and China are

more hesitant.

Please see p22-23
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Business
rpodel
readiness

Executives are very
optimistic that
traditional automotive
players can cope with
an increasingly
unstable mobility
eco-system in the
short term.

KPMG viewpoint

Future automotive

Business model
disruption

ahead?

No major business model
change or disruptive event
is expected over the next
five years:

Most auto execs believe
that original equipment
manufacturers (OEMs)
will continue to own

the customer relationship
up to 2020.

Please see p26-27

Business and investment
strategies should remain
conservative until 2020:

Organic growth is expected
to be the number one
strategy for future success,
with two-thirds of auto
execs rating this factor

as extremely important.

Since 2014, an increasing
number of respondents feel it
will be necessary to diversify
and expand the value chain

Readiness for a
new mobility eco-
system

Traditional automotive
OEM brands should matter
most in 10 years’ time:

Auto execs believe

it is extremely likely that
automotive premium and
mass market brands will
dominate over the next
decade, followed by pure
e-car manufacturer
brands.

Brands from the ICT sector
are predicted to be more
important than traditional
Tier 1 supplier brands.

Global players like Daimler,
BMW and GM are considered
to be best prepared, closely
followed by Volkswagen,
Toyota and Ford.

In the executives’ eyes,
newcomers like Tesla still
have a huge gap to close
to achieve the awareness
and reach of traditional

Strategies to
survive

OEMSs’ key survival strategy
is to achieve and maintain
global reach.

For globally established
OEMs, such as BMW,
Volkswagen and Toyota,
remaining independent is
the top priority.

OEMs with limited global
reach, mainly from China
and mature Asian countries,
are most likely to merge with
others in order to survive.

Please see p32-
33

Prepared to
harvest

Executives feel there
will be no major shift
of power between
OEMs until 2020.

Race for market
share until 2020

In the medium term,
traditional OEMs are
forecast to maintain their
dominance. However, they
should prepare for a more
disruptive future.

Auto execs are most
optimistic that the

Hyundai group will increase
its global market share.

Volkswagen is considered to
have far greater potential
than its closest competitors,
Toyota and GM.

When it comes to Chinese
OEMs, respondents rate
Chery as having the best
chance of increasing market
share up to 2020.

Tata, another emerging
OEM, is rated very positively
and is expected to grow its
market share.

Please see p34-37

KPMG viewpoint

business models should
view the customers’
wider lives beyond

their role as drivers,
building up a personal
relationship to increase
loyalty, in order to stay
on top of the longer-term
customer interface.

and cooperate with players
from converging industries,
to cope with a mobility
eco-system that is becoming
more and more unstable.

OEM brands.

Please see p30-31 Auto companies should choose the core
competencies around which to center
their future business model. Will success
come to product-driven hardware
manufacturers or brand-driven, integrated

mobility solutions providers?

Please see p28-29

Who is best positioned for sustainable growth? m

+ = =— — — — — — [sthe industry set for an unstable mobility eco-system? (B - — — — — — — — — — — — — —
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DEMOGRAPHICS
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KEY TRENDS TO 2025
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KPMG insight

Gary Silberg
The Americas
Head of
Automotive
KPMG in the US
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PRODUCT ISSUES .
Mobility culture @
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KPMG REALITY CHECK ON SURVEY FINDINGS AND OUTLOOK
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CONSUMER DEMAND .
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CONSUMER PREFERENCES
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INVESTMENT PRIORITIES
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Source: KPMG's Global Automotive Executive Survey 2015
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KPMG REALITY CHECK ON SURVEY FINDINGS AND OUTLOOK
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CONSUMER DEMAND . .
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E-CAR MARKET PENETRATION . . _
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The next big thing — a look into the future
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THE NEXT BIG THING . .
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BLACK SWAN AHEAD?
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READINESS FOR AN UNSTABLE MOBILITY ECO-SYSTEM
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READINESS FOR AN UNSTABLE MOBILITY ECO-SYSTEM . .
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STRATEGIES TO SURVIVE
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KPMG REALITY CHECK ON SURVEY FINDINGS AND OUTLOOK
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KPMG's dedicated global Automotive team works
with some of the world’s largest and most
successful auto companies.

Our Automotive network, linking more than 4,000
professionals within our member firms around the
world, brings together KPMG Audit, Tax and
Advisory professionals to help us take a
comprehensive approach to clients’ activities
within the industry.

Our services focus on assisting member firms'
clients address major issues and market priorities
facing the automotive industry, including:

= Converging industry topics (bridging
knowledge between industries)

= Operating business model restructuring
(managing the risks of expansion)

= Market entry/segment entry (understanding
cultures and business partners)

= Consumer trends (creating new business
models or managing risk e.g. from IT)

= Evolving distribution channels (aligning with
customer needs)

= Reporting, regulation and compliance (using
new technologies from Big Data initiatives for
audit, tax, deal advice and consulting)

= Improving operational efficiencies (generating
economies of scale, while maintaining quality)

KPMG's Global Automotive teams offer a proactive,
forward-thinking service to clients, helping them
take advantage of the sector's growth potential
and overcome the main issues and challenges
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Global Automotive thought leadership

Me, My Car, My Life (November 2014)

In this study, KPMG sets out to better understand how the automotive
industry will adapt to and shape the converging worlds of personalized
mobility and the internet of everything.

AutomotiveNow (December 2014)

In emerging markets, competition is fierce for Western truck manufacturers.
This is why more and more of them are choosing to cooperate with local
brands and to offer simpler models. But is this the right way to go?

This issue of the AutomotiveNow Magazine gives you a comprehensive
insight of challenges for truck manufacturers in emerging markets.

Practical Aspects of IFRS: a guide for
automotive companies (Spring 2015)

The Automotive IFRS and Indian GAAP report examines the sector-specific
IFRS and GAAP issues and is designed to strengthen the client’s technical
IFRS GAAP expertise.

Global Heavy Truck Brand Value Study
(Summer 2015)

KPMG's Global Heavy Truck Brand Value Report will map and analyze all
important truck brands from around the globe, measure the brand attributes
that define the brand value, and assess which are most important in defining
the individual brand strength.

© 2015 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. KPMG'’s Global Automotive Executive Survey 2015 I 39



Dieter Becker

Global Head of Automotive
KPMG in Germany
dieterbecker@kpmg.com

Gary Silberg

The Americas Head of
Automotive KPMG in the US
gsilberg@kpmg.com
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Dieter Becker

EMEA and German Head of Automotive
KPMG in Germany
dieterbecker@kpmg.com

Jeff Dobbs

Global Sector Chair,
Industrial Manufacturing
KPMG in the US
jdobbs@kpmg.com

Additional key contacts

Moritz Pawelke

Global, EMEA and German Executive
for Automotive

KPMG in Germany
mpawelke@kpmg.com

Alana Mohan

Global Marketing Manager
for Automotive

KPMG in Canada
aamohan@kpmg.ca

kpmg.com/socialmedia

Americas country leaders:

Charles Krieck

KPMG in Brazil
ckrieck@kpmg.com.br

Asia Pacific country leaders:

Megumu Komikado
KPMG in Japan
megumu.komikado@jp.kpmg.com

Danny Le
KPMG in China
danny.le@kpmg.com

Functional leaders

Roger Bayly

Global Automotive Advisory Leader
KPMG in the United Kingdom
roger.bayly@kpmg.co.uk

Ulrich Bergmann

Global Automotive Financial Services Leader
KPMG in Germany
ubergmann@kpmg.com

advice after a thorough examination of the particular situation.
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Brigitte Romani

Global Automotive Tax Leader
KPMG in Germany
bromani@kpmg.com

Axel Thiimler

Global Automotive Audit Leader
KPMG in Germany
athuemler@kpmg.com
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EMEA country leaders:

Ulrik Andersen

KPMG in Russia
uandersen1@kpmg.ru

Gavin Maile
KPMG in South Africa
gmaile@kpmg.com

Fabrizio Ricci KPMG
in ltaly
fabrizioricci@kpmg.it

Laurent Des Places
KPMG in France
Idesplaces@kpmg.fr

Ergiin Kis
KPMG in Turkey
ergunkis@kpmg.com

Francisco Roger Rull
KPMG in Spain
froger@kpmg.es

John D. Leech Rajeev Singh KPMG
KPMG in the UK in India
john.leech@kpmg.co.uk rpsingh@kpmg.com
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