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« Automotive suppliers are facing one of the most competitive environ-
ments ever (increasing raw material prices, low cost competition, ...) —
and pressure will further increase

* Nevertheless, global profitability continued to improve further in 2007
(average EBIT margin 2007: 5.4%, average ROCE margin: 11.9%)

 Mid-sized and large suppliers based in Europe, Japan and India have
been particularly successful

 We identified 15 main levers for the future success of automotive
suppliers

« Overall, many suppliers are not prepared well enough for the upcoming
challenges

Source: Roland Berger/Rothschild
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The pressure on automotive suppliers has further increased —

Suppliers are in a "sandwich" position

The automotive powerplay

Consumers OEMs Raw material markets/
Financial markets

« Stagnating  Shift of investment  Drastic raw material
demand in triad focus to emerging . price increases
markets markets Suppllers

 Structural overcapa- » Supply shortages

« Reduced brand cities Further

loyalty « Growing trend to increased + High bargaining
low cost/low tech margin power (consolidation)

* Increasing price concepts pressure
sensitiveness * Large purchasing « Financial market

cost reduction crisis

* Increasing programs
environmental * Pressure on "green" » Shareholder return
awareness innovations expectations

Source: Roland Berger/Rothschild



0l ROTHSCHILD  RolandBerger

Strategy Consultants

Given this environment, we have taken a closer look at historical
financial performance and future success factors for suppliers

LOOKING BACK LOOKING AHEAD

» Success factors for future supplier
performance (revenue structure, cost
structure, balance sheet structure)

« Strategic readiness check

Historic supplier profitability

» Profitability trends by region, company
size, product focus and business model

« Top and low performing suppliers

"

How has your company performed compared to its peer group — and is it well
enough prepared for the future?

Source: Roland Berger/Rothschild n
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Our study results are based on the largest automotive supplier

benchmarking database worldwide

STUDY APPROACH DATA BASIS - split by region?)
Other"
 Analysis of financial and operational China ner
data of >400 automotive suppliers _
between 2001 and 2007 Asia other Western Europe
* Interviews with ~100 supplier orea
executives
North
Arner
 Incorporation of Roland Berger and mena
Rothschild project experience
Japan
* Desk research
> =410
suppliers
1) Based on location of headquarter g|0bally

Source: Roland Berger/ Rothschild



Looking back —
Despite a challenging environment, automotive
supplier profitability has further improved
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Profitability of the global automotive supplier industry has further

iImproved in 2007

Profitability of automotive suppliers 2001-2007 [%]

EBIT margin ROCE

12.2
1.3 11.9

54 51 Lo 54

4.7 4.6 : -

'01 '02 '03 '04 05 '06 '07 '01 '02 '03 '04 '05 '06 @ '07

Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild Supplier Database 2008
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However, not all automotive suppliers benefited from the positive
trend in the same way

Analysis of global supplier profitability

Region Size Product focus Business model

» Western Europe « 2.5-10 bn EUR » Powertrain » Suppliers focused
2’!2‘\1/215;5 . Japan revenues « Chassis on modules
. India » Suppliers focused
ROCE) on innovative
products
* North America « <2.5bn EUR » Exterior » Suppliers focused
(L<c?e1?§aEg§S . China revenues . Tires _or: systﬁms
.« > integration
ROGE) . Korea 10 bn EUR . |
revenues Suppliers focused

on commodities

Source: Roland Berger/Rothschild “
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1 REGION

Profitability varies strongly across regions — European and
Japanese suppliers are in pole position

Key performance indicators by region — ROCE 2001-2007 [%]

North America Western Europe Japan
10.3 12.8 12.7
7.3 : 9.0 6.5
2001 2007 2001 2007 2001 2007
China Korea Rest of Asia (esp. India)
15.7 15.7
11.0 13.3
6.1 6.1
2001 2007 2001 2007 2001 2007

Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild Supplier Database 2008 “
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We identified strong differences regarding company size as well:

The smaller the company, the less profitable

Key performance indicators by company size — ROCE 2007 [%]

Revenue growth
2001-2007 [CAGR %] 68 98 72 79 57 73 _—
ROCE change vs. B + + + + +3 B =—
2001 [%-pts ] 0.6 4.1 0.5 4.1 8.2 3.6
14.5
13.1
1.1 11.3
10.2
8.6

2007 Revenue <500 500-1,000  1,000-2,500 2,500-5,000 5,000-10,000  >10,000

[EUR m]

Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild Supplier Database 2008
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3 PRODUCT FOCUS

Suppliers with a business focus on Powertrain, Chassis and

Interior achieved above-average profitability in 2007

Key performance indicators by domain'’— ROCE 2007 [%]

Revenue growth
2001-2007 [CAGR %] 4.8 43 —88 73 ——71 ———03 —
ROCE change vs. ) + N N N LA T e
2001 [%-pts.] 1.3 4 8 ———+5 7 ———+5.1 ———+7 4———+6.7
16.5
14.5
13.1
1074 11
7.1
Exterior Tires Electrics/ Interior Chassis Powertrain

Infotainment

Basis: Revenue-weighted average of performance-rated suppliers (subset of 204 suppliers); excl. domain “Others”, e.g. engineering services
1) Allocation of companies based on domain with highest revenue share in product portfolio; total company revenue allocated to that domain

Source: Roland Berger/Rothschild Supplier Database 2008
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4 BUSINESS MODEL

Module suppliers have been more successful than systems

iIntegrators — and a high degree of innovation pays off

Key performance indicators by business model — ROCE 2007 [%]

System/Module vs. component focus Innovation vs. Commodity
— CAGR 5.7% — —CAGR6.9% — —CAGR9.1% — — CAGR 6.3% — —CAGR 7.5% —
13.5 125
12.4 .
11.7
10.9
8.9
8.2
8.0 7.4 7 1
2001 2007 2001 2007 2001 2007 2001 2007 2001 2007
System Component Module Commodity Innovation
focus focus focus suppliers suppliers

Revenue growth
Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild Supplier Database 2008



Al ROTHSCHILD  RolandBerger

Strategy Consultants

Across the automotive supplier industry, we have identified groups

of ~50 top performers and ~50 low performers

Key performance indicators by supplier 2001-2007

45
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* Op 1 *
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Average ROCE 2001-2007") [%]

Basis: Revenue-weighted average of performance-rated suppliers 1) Additional criterion: above-average ROCE in 2007

Source: Roland Berger/Rothschild Supplier Database 2008
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The gap between top and low performers is permanently widening

Key performance indicators by supplier 2001-2007

Revenue growth [2001=100] Return on capital employed (ROCE) [%]

205
TOP
100 LOW
100 101 103 108 109 109 110
'01 '02 '03 '04 'O5 '06 'O7 '01 '02 '03 '04 'O5 '06 'O7

Industry average
Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild Supplier Database 2008




Suppliers need to master 15 main levers in order to reach
and secure above-average profitability
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The automotive industry will face turbulent waters in HY2/2008
and 2009 — Some indicators

Reduction of forecasted total US light vehicle registration in 2008 compared to 2007
— 16-year low in July 2008

Combined daily loss of GM and Ford in HY1/2008 (total loss of USD 27 bn in HY1/
2008)

Average decline in net profits for Q2/2008 at BMW, Daimler and Toyota

5 Global order book decrease at Scania Trucks in HY1/2008; -44% decrease in
-27% Western Europe

+75% Increase of steel prices in 2008; price of crude oil has doubled within last 12 months
(1]

Average decline in net profits of 10 selected leading global suppliers in HY1/2008

-27% compared to HY1/2007

Source: International press
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Based on our experience, automotive suppliers need to master 15
levers to reach/secure above-average profitability

Levers to maximize
supplier value

Revenue structure Cost structure Financial structure
Focus on profitable and growing 6 Globally optimized footprint 11 Optimized working capital
segments/customers management

2 Focused product portfolio 7 Lean overhead structures 12 Efficient asset management
3 Diversified customer § Strong and global Purchasing 13 Adequate leverage
portfolio (globally)
High share of innovative Q) Effective R&D spending 14 Optimal use of capital
sources

products/solutions

Customer focused sales 1 O Process excellence
organization

. . .

Revenue growth Cost leadership Financial sustainability

1 5 Attracting and retaining excellent people (enabled by company culture, management style, incentive systems, ...)

Source: Roland Berger/Rothschild



Measured against this set of 15 strategic levers, many suppliers

are not prepared well enough for the challenges ahead

Strategic assessment of future supplier performance

BB ROTHSCHILD

High N °
¢ L3
o‘ 5 o
Revenue . Y.l .
structure .
. Segments * Europ.ean *
« Focus suppliers  Jjapanese *e
- Client base . suppliers @ ERAEE R
* Organization . s ooy & O
« Innovation S EAIRTRY .
. * Rising star
L2 * f
. . . S . v suppliers
L2
L)
Low . t
Low Cost structure High
* Footprint * Purchasing * Processes
+ SG&A + R&D

Basis: Revenue-weighted average of performance-rated suppliers

Source: Roland Berger/Rothschild
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