IHS AUTOMOTIVE

Around the World
Global Sales and Production Forecast

Asia

24 November 2015 ihs.com

Presentation

Masatoshi Nishimoto

Charles Chesbrough IHS AUTOMOTIVE

i POL
Gao Tao driven by POLK

Andy Bae
Puneet Gupta

© 2015 IHS




Around the World / November 2015

Next Global Sales and Production webcast
Thursday, 17 December 2015

« The November 2015 and historical audio webcast can be downloaded at:
http://automotive.ihs.com/servlet/cats?group=home%3B1&servicelD=167
5&documentlD=2308515&pageContent=homePage under the webcast
archive section

IHS Automotive: Automotive Forecasting

Eg Automotive - Webcast Archive

IHS Automotive Services

Automotive

My Analysis IHS Automotive Medium and Heavy Commercial Vehicle Webcast | North America and Europe Session

: 28 AUG 2014
Same-Day Analysis 2

Special Reports IHS Automotive Medium and Heavy Commercial Vehicle Webcast | Asia Session

Geographic Analysis =S AL

Company Analysis Around the World: IHS Automotive Sales and Production Webcast: Asia Session
Service Bulletins 26 AUG 2014

Around the World: IHS Automotive Sales and Production Webcast: North America and Europe Sessior

Applll:lhons 28 AUG 2014
Datalnsight “eb Around the World: IHS Automotive Sales and Production Webcast: Asia Session
22 JUL 2014

Around the World: IHS Automotive Sales and Production Webcast: North America and Europe Sessior
22 JUL 2014

IHS Hyhrid-Ev

Around the World: IHS Automotive Sales and Production Webcast: Asia Session
24 JUN 2014

Teleconferences Around the World: IHS Automotive Sales and Production Webcast: North America and Europe Sessior

24 JUN 2
Webcast Archive EEEUE

© 2015 IHS



Around the World / November 2015

Next Global Sales and Production webcast
Thursday, 17 December 2015

« The November 2015 PDF webcast can be downloaded on Autolnsight
under the standard e-files section

© 2015 IHS



Around the World / November 2015

Questions and answers

To ask a question, please type your question in the “Ask a Question” box
within the webcast system and click “Send.”
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World: Economic growth rates
Emerging market slowdown having global implications
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World: Brent crude oil price forecast
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Gradual increase expected as weak global economy improves
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World: Automotive Materials Cost Index
Falling commodity prices reduce production costs—profit margins
strengthening
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World: Consumer prices
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Low oil and commodity prices keeping inflation muted in most markets
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World: Unemployment rate
Most labor markets tightening; Russia/Brazil feeling impact of recession
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World: Exchange rates
Dollar remains strong against most currencies
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World: Light vehicle selling rates
Upward momentum changed about one year ago
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World: Light vehicle sales forecast
Market flat in 2015 but will improve in 2016; weakness in emerging markets

temporary

Light vehicle sales
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Global sales remain at 86 million in 2015, but economic
improvement will lift market 2% next year; long-term
prospects unchanged—2100 million in 2020.
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Market growth
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Global sales

Million units
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For October 2015, global demand rose 4.1%, leading year-to-date (YTD) demand to grow 1.2% to 71.41 million units.

A particular driver for the near term is the less gloomy outlook for China—a consequence of modest tax cuts for
passenger car purchases introduced by the government as a short-term economic stimulus. Our global sales forecast
for full-year 2015 is set at 86.74 million units, up 0.5%. This figure represents the lowest rate of growth in six years,
with a mixed picture for global demand—mature markets generally remaining in recovery or growth mode, while many
emerging markets are struggling to maintain automotive sales momentum.

IHS is anticipating lower demand for the Volkswagen (VW) Group in the coming years as a result of the VW emissions
issue. Currently, we are working under a “containment scenario” where the VW brand absorbs most of the decline,
mainly in Western Europe and North America. Much of the short-term impact reflects canceled orders, stop-sells on
inventory, and some customer defections from diesel power. Beyond this horizon, we foresee limited reputational
damage hurting market share with time decay of the damage outbound. For future forecast rounds, we will further
examine estimated financial ramifications and their related investment implications for VW Group activities.
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Global light vehicle sales outlook
2014-15 sales volume
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Global production
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* Production is estimated to have reached 7.80 million units in October 2015, a 0.7% year-on-year (y/y) increase over
October 2014. The YTD comparison has eased to 0.7% ahead after the first 10 months of 2015, at 73.30 million units.
The full-year 2015 forecast is increased to 88.05 million units, 252,000 units stronger than the previous forecast and
0.8% above full-year 2014. This largely reflects the Chinese government’s cut to the purchase tax on vehicles with
engine sizes up to 1.6L to stimulate the slowing market. This intervention is expected to provide support in 2016,
where we have boosted the forecast by 152,000 units.

* |n addition to the revision in China, we have cumulatively increased the 2015 outlook by 100,000 units across Europe,
Japan/Korea, South America, and South Asia, while the outlooks for North America and the Middle East/Africa have
been trimmed by 22,000 units and 3,000 units, respectively.
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Global light vehicle production variance (November vs.
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Japan sales and production outlook
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Japanese light vehicle sales fell 6.4% y/y in October
2015 to 374,964 units, mainly because of the
negative payback effect from the April 2015
minivehicle tax hike. Most Japanese OEMs except
Toyota reported y/y sales contractions; for example,
Nissan was down 6.1% and Honda dropped 6.5%.
On the other hand, Toyota (including Lexus) rose
3.0%, owing to sales of the new Sienta minivan.
Import car sales were down 9.9% yly, mainly
because of Volkswagen (VW)’s deteriorating brand
image, including the Audi brand. The Japanese sales
outlook for full-year 2015 projects a 9.3% decline to
4.96 million units.

Production in Japan and Korea declined 1.6% yl/y in
October. Japan decreased 7.6% because of stagnant
domestic demand, particularly for minicar models,
which has contributed to the sharp 7.1% decline in
YTD production. Full-year 2015 domestic production
will shrink 6.2% to 8.66 million units. Favorable
export circumstances due to the depreciated
Japanese yen will encourage Japanese OEMSs to
increase exports from Japan, which will moderate
domestic production’s downward trend.
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South Korea sales and production outlook
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Korean light vehicle sales grew 18.7% y/y in October
2015 to 158,985 units. Most domestic OEMs except
Renault Samsung posted y/y increases. Hyundai was
up 16.6%, while Kia was up 25.9%. Imported car
sales continued to perform well, up 6.0% y/y. Overall
YTD sales for the Korean market were up 8.9% with
1.42 million units sold, compared with the same
period in 2014. However, VW poses some concerns
on the market based on its sales, down more than
46% (yly).

Production in Korea increased 11.4% in October,
mainly because of the government cutting the
consumption tax on automobiles. YTD production has
also maintained its momentum, increasing 2% yly.
Domestic demand has driven domestic production
because of the consumption tax cut and the
popularity of SUVs, while exports have struggled
because of lower demand in emerging markets such
as Russia and Brazil. Full-year 2015 domestic
production will grow 0.6% to 4.49 million units, thanks
to a healthy demand for SUVs in both the domestic
and export markets, although General Motors Korea
continues to suffer from Chevrolet’s withdrawal from
Europe.
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Greater China sales and production outlook
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In In October 2015, Greater China light vehicle sales
increased 11.9% y/y to 2.23 million units. YTD
passenger vehicle sales in mainland China have
increased 5.6% to 15.33 million units. After sagging
for several months in a row, most mass-market
automakers have gotten a boost from the central
government's decision to reduce the purchase tax on
small vehicles, which took effect on 1 October.

We are looking at annual sales of 23.60 million units
for 2015 in our latest forecast, reflecting growth of
2.2% compared with 2014. We will not rule out a
further upgrade in the vehicle sales forecast if we see
further positive signs ahead.

Light vehicle production in October in Greater China
is estimated at 2.04 million units, an increase of 2.1%
yly, while YTD production is up 1.1% yl/y, at 18.86
million units.

Light vehicle production is expected to get a boost
from a tax cut for smaller vehicles, which has been in
effect since 1 October 2015 in the mainland China
market. The SUV segment is expected to benefit as
well, but not as much because of large-displacement
vehicles taking up a majority of the segment’s market
share.
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India/Pakistan sales and production outlook
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S 40 * 20.0% grew a stunning 21.8% yl/y, while in India, sales grew
5 19.9% yly. Passenger vehicle sales in India
exploded, signaling pent-up demand in the country.
However, light commercial vehicle sales grew much
slower—just 4%—owing to the slow industrial
recovery in India. The growth in new car sales in
October can be attributed to the festival season, new
model launches, lower inflation, and high consumer
-.0% sentiment. We are forecasting growth of 5.7% in
-10.0% 2015, or 3.11 million units.
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October. We expect further growth in the coming
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ASEAN/Oceania sales and production outlook
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October 2015 light vehicle sales in the markets of the
Association of Southeast Asian Nations (ASEAN)
dipped 2.3% compared with October 2014 to 255,000
units. For full-year 2015, the ASEAN market is
expected to decline 6.7% to 2.92 million units.
Thailand light vehicle sales declined 6% yly in
October to 64,000 units, the smallest y/y decline in
2015. Indonesia’s car market dropped 4.4% month
on month in October 2015 to 81,000 units.

In Oceania, new vehicle sales finished up 3.6% yly in
October 2015, an average result.

In October 2015, ASEAN light vehicle production
slightly declined 0.7% y/y to 330,610 units. Full-year
2015 production is expected to decline 2.5% yly to
3.76 million units.

Thai light vehicle production increased 8.4% in
October, and YTD production slightly increased 1.5%
versus the same period in 2014.

Indonesian light vehicle production plunged 16.7%
yly in October 2015, primarily because of the
sluggish domestic car market and slowing economic
growth.
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Europe sales and production outlook
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In October 2015, European sales declined 3.3% yly
to 1.52 million units. Western and Central European
sales suffered a clear slowdown at only 3.1% vyly,
while the situation in Eastern Europe remained
depressing (down 29.2% yly).

In the YTD, the European continent grew 2.9% yly.
Despite October’s deceleration, Western and Central
Europe confirmed they are rebounding, rising 8.0%
yly. The general environment is supportive (with,
notably, quantitative easing from the European
Central Bank and lesser pressure on households’
wallets thanks to relatively low resources prices).
Meanwhile, Eastern Europe remains in dire straits.

Within the European Union (plus Turkey) perimeter,
production increased 7.2% during the first 10 months
compared with the same period a year earlier The
seasonally adjusted annual rate (SAAR) of
production is now above all pre-2007 levels, at the
19.6-million-unit mark. We expect growth of 4.8% in
the third quarter and 6.8% for the full year. For the
Commonwealth of Independent States (CIS), output
is expected to decrease by 29.0%.

Looking at total European production, the YTD
performance is up 3.5%. We expect an increase of
1.4% in the fourth quarter and 3.1% growth on an
annual basis.
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North America sales and production outlook
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Light vehicle sales in North America continued their
record-setting pace in October. On the heels of an
iImpressive 14.7% increase in September, regional
sales were up 12.1%, with demand growth spread
over all the countries. With momentum expected to
last as we exit 2015, sales in the United States and
Canada are on pace to break annual volume records.

Regional growth reached 6% in 2014, with volume of
19.51 million units. With the strong October results,
regional sales volume in 2015 is projected to reach
20.5 million units.

North American production in October 2015 increased
1.0% yly, or 16,259 units, with 1.64 million units
produced, which translates to a SAAR of 17.3 million
units.

As US sales and North American production reach
record levels in 2016, the lower growth-rate environment
points to increasing competition, with intensifying
pressure to not only maintain, but grow share.

Despite strong October sales, US inventory increased
4.3%, or 145,733 units, from a month earlier, with
inventory at the end of October at 3.55 million units on
hand, or a 68-day supply.
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South America sales and production outlook
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October sales came in roughly one-fourth lower than
2014 figures, with 340,000 units sold. While this
appears to be a steep drop, it is important to mention
that Brazil had two fewer selling days in 2015 than in
2014, accounting for some of the difference. If you
compare October’s SAAR with September, the SAAR
is largely unchanged.

We caution clients to expect vehicle demand to
continue deteriorating into 2016, with a very modest
recovery beginning in 2017.

Although production in South America soared 9.1% in
October 2015 compared with September 2015,
October’s y/y decline hit 27.6%. South America built
259,645 light vehicles. In Brazil, where 76% of the
total was built, output was down 28.8%.

Exports from Brazil skyrocketed 71.9%, but did not
help reduce inventories below 50 days of sales. On
the other hand, weak demand in Brazil made exports
from Argentina shrink 48.7%, and Argentine
production was down 25%. We expect 2015 to close
marginally above 3 million units built in South
America.
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Questions and answers

To ask a question, please type your question in the “Ask a Question” box
within the webcast system and click “Send.”
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Save the date!

IHS Automotive Global Sales & Production Webcast schedule:

Thursday, 17 December 2015
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