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Section One

Mobility culture

What is driving consumer demand?
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Survey results indicate:

s Customers” key priority is fuel efficiency, which is in line with auto execs’
expectation that sales for small and basic models will be particularly strong

» Car ownership is predicted to remain high across all age groups

* Mobility services such as car sharing are expected to see profitable
growth within the next decade
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Section One

Mobility culture

Top 5 vehicle features influencing consumer purchase decisions until 2020

Auto executives believe that consumers are still fixated on traditional product issues like fuel efficiency, safety and comfort. One
factor that has leapt in importance is enhanced vehicle lifespan, which was ranked just eighth in 2013, but is now the second most
important factor influencing the buying decision. Although both rank relatively low on consumers’ wish lists, there is still a preference
for plug-in rather than vehicle-bound internet connectivity solutions. The use of alternative fuel technologies remains a lower priority,
suggesting strongly that, like last year's survey, the consumer purchase decision is driven more by the wallet than the conscience.

#1

ENHANCED SAFETY

VEHICLE LIFE INNOVATION
SPAN

ERGONOMICS
&
COMFORT

ENVIRONMENTAL
FRIENDLINESS

©2015 KPMG Interaational Coopetative (“IKPMG Internatonal®™). KRG Internagonal proyides noclient senices
andlis #8yviss gty with which the independent membgr firms of the KPMG Retwork are affiliated




KPMG
Insight

Understanding what

consumers want

Concerns over vehicle quality have
risen following several high-profile
product recalls, with more and more
customers now seeking vehicles

with longer lifespans. OEMs have to
maintain a careful balance between
product quality and cost optimization.

The intense cost pressures on suppliers
in recent years, combined with the
increased use of platform strategies, have
raised the risk of quality problems.

Markets of all levels of maturity are
seeing growing demand for state-of the-
art technology in vehicles. The relatively
low priority assigned to connectivity does
not resonate with the growing consumer
expectation of ubiquitous access to
mobile online services.

The high emphasis on fuel efficiency
and enhanced vehicle lifespan shows
the rising prevalence of the idea of total
cost of ownership (TCO) for private

2R0TF KPMG Tiiternaticna Sonjisratiie TTREMG irjematitnal ") HPMS Intsmatianal Grow des i flsm saryiis s
andis 3 Smiiss i ity il i the Indefendant medibar Tirpmn B the KRG metiintll are dttill sted:

consumers. Respondents believe that
consumers still have a strong desire for
comfort, which is slightly at odds with
the quest for better mileage, as maore
energy is needed to power the associated
technology. In building more efficient
vehicles, automakers will have to focus
not just on the powertrain, but also on
the communications infrastructure.

A further consequence of connected
driving is concern over safety, as
travelers cede control of the vehicle.

Finally, vehicle styling and exterior has
risen sharply in importance between
2013 and 2015. Regardless of whatis on
the inside, customers still want to buy
from trusted brands that reflect their
own self-image.

Gary Silberg
Head of Automotive
KPMG in the US




Section Two

Technological fit

Are companies betting on
the right technologies?
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SectionTwo
Technological fit

As the mobility eco-system
becomes more complex, main
players must choose between
several different— and in some
cases, conflicting - technologies,
raising the stakes for critical
investment decisions. By betting
too much, too soon on future
trends, automakers could lose

-existing, loyal customers. On the
‘other hand, if they fail to gain a

foothold in new mobility solutions,
they risk falling behind competitors.
Although downsizing the internal

‘combustion engine remains the

primary investment priority, it could
leave automakers vulnerable to
increasingly strict environmental
regulations in both established

and ' S

downsizing
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Connectivity: The N
Self-driving cars: the final
evolutionary step of connectivity

Self-driving cars are the final step of true connectivity,
enabling occupants to treat their vehicles as true
extensions of their homes, offices or smartphones
freed from the responsibility of driving. The daily
commute will offer customer relationship owners
incredible opportunities to tap into additional revenue
streams. This market will not succeed without
overcoming critical legal and liability issues associated
with driverless motoring. With potentially fierce
competition from information, communication and
technology (ICT) companies, traditional OEMs must
ask themselves whether they are in-line to become
the pace setters in this sector.

@2015 KPMG International Cooperative (*KPMG Iaternational”). KPMG International provides fio chent services
and is a Swiss-entity with which the independent member firms of the KPMG network are affiliated
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Global OEMs seen as leading in the field
of connectivity and self-driving cars
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SectionThree

Business model
readiness

For globally established OEMs, remaining independent is the number one survival strategy

rategies to survive

MW %, 7 sov0r,

As they consider future strategies,
respondents see the big OEMs
primed to go it alone, rather than
partnering with others. Even smaller
newcomers like Tesla are expected
to remain independent, despite the
high costs of building a global brand
and reach. Executives from emerging
market OEMs, however, are more
likely to favor stronger alliances, to
achieve the critical mass necessary
to compete effectively. This is mainly
due to their lack of sophisticated
products and solutions, making them
highly reliant on know-how transfer
from established global technology @ Remain independent Strengthen alliances Merge with other OEMs
leaders from Western countries, o o -
through cooperation. Source: KPMG Global Automotive Executive Survey 2018
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Spotting a black swan in the dark

£s this year's survey demonstrates, the world inhabited by future auto custormers is changing
fast. Itis no surprise, then, that relationships with brands and mobility providers are up for
grabs, with emerging consumers more inclined to trust a tech company than an OEM to provide
an autonomous vehicle. Given the potential value streams from connectivity and associated
setvices, it 15 easy to see why black swans are flying overhead in the form of new brands and
disruptive services and products. But—and this is the big “but” —will these new offerings come
from existing, major OEMs or from some other source? And, will key players from converging
industries want to cooperate, compete or even position themsehves at the top of the new value
chain?With these challenges looming, OEMs need to ask themnselves some searching questions:

+ How do | think about my brands + Who do | work with to develop these
frorm a consurmer rather than an technologies and how do | reconfigure
autormotive perspective - to attract the iy product development capabilities?

v generation of “dig Ives?
new dsnRtatieniof digital natives + How do | create the investrment

+ How do | learn to be a high wvalue, capacity to do all of this, while
branded services business, while continuing to develop and deliver
making the most of my strong today's products and maintain
product and engineering heritage? returns to shareholders?

¢ Should | builld, buy or partner to + What level of resilience to market,
achieve this goal ? event, and volatility risk should |

+“How do | change iy vehideand maintain during this period?

system architectures to enable me to
refresh products in a cycle measured
in months rather than years?

a1 Y TTRRR. ~ o

Member firms are seeing clients across the automotive value chain starting
to address these questions, and the next few years are going to be fascinating. Roger Bayly

Partner
KPMG in the UK
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Section Four
Technological fit

As the survey indicates, the winners in the new mobility culture will be those companies that achieve the right balance of marketable
technologies and apply the appropriate business models to cater to increasingly tech-savvy heterogeneous customer groups. The existing
order is hot about to be shattered, with the top 10 OEMs all forecast to be from mature markets in 2020, and German manufacturers
continuing to dominate the premium end. The main changes in market position involve Volkswagen potentially stealing the number 1 mass
market spot from Toyota as of 2016, and Tata rising on the back of strategic acquisitions of JLR {Jaguar Land Rover). Hyundai’s continued
rise in market share expected by the majority of respondents, on the other hand, is predicted to stall somewhat according to recent market
forecasts. Nevertheless, the traditional OEMs will need to check their blind spots in a proactive way as the tremendous growth in new
technologies and customization options is likely to completely change the automotive eco-system as we know it today.

Leading mass market OEMs - Sales ranking 2011-2020

Not a single emerging market OEM is predicted to make the top 10 by the end of this decade in the mass market segment

3 C S -
#2 Toyota Group

#s S .
#4 General Motors Group

Note: OEMs ranked descending by sales volumein respective year
Source: KPMG Competence Centre Automotive, LMC Automotive. kpma.com/GAES2015
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Technological fit

Leading premium market OEMs — Sales ranking 2011-2020

German automakers are set to continue their domination of the premium segment

BMW Group
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Global Contacts

Global

The Americas

Asia Pacific

EMEA

Dieter Becker

Global Head of Automotive
KPMG in Germany
dieterbecker @kpm g.com

Gary Silberg

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

Jeff Dobbs

Global Sector Chair,
Industrial Manufacturing
KPMG in the US

jdobbs@kpmg.com

Americas country leaders

Charles Krieck
KPMG in Brazil

ckrieck @kpmg.com.br

Seung Hoon Wi

Asia Pacific Head of Automotive
KPMG in Korea
swi@krkpmg.com

Dieter Becker

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

Asia Pacific country leaders

Megumu Komikado
KPMG in Japan
megumu.komikado @jp.kpm g.com

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

Additional key contacts

Functional leaders

Moritz Pawelke

Global, EMEA and German Executive
for Automotive

KPMG in Germany

mpawelke @kpm g.com

Alana Mohan

Global Marketing Manager
for Automotive

KPMG in Canada
aamohan@kpmg.ca

Roger Bayly

Global Automotive Advisory Leader
KPMG in the UK

roger.bayly @kpm g.co.uk

Ulrich Bergmann

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

Brigitte Romani

Global Automotive Tax Leader
KPMG in Germany

bromani @kpmg.com

Axel Thiimler

Global Automotive Audit Leader
KPMG in Germany
athuemler@kpmg.com

EMEA country leaders

Ulrik Andersen
KPMG in Russia
uandersen1@kpmg.ru

Laurent Des Places
KPMG in France
Idesplaces@kpmg.fr

Ergiin Kis
KPMG inTurkey
ergunkis @kpmg.com

John D. Leech
KPMG in the UK
john.leech @kpm g.co.uk

Gavin Maile
KPMG in South Africa
gmaile@kpmg.com

Fabnizio Ricci
KPMG in Italy
fabrizioricci@kpmag.it

Francisco Roger Rull
KPMG in Spain
froger@kpmg.es

Rajeev Singh
KPMG in India

rpsingh@kpmg.com
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opt{O] How do we cut through complexity? View the interactive

- i version of this survey online and filter the results based
DR on your own preferences.

kpmg.com/GAES2015
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