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European Autos:
~ This Time Is Different

Jim Williamson
Analyst - European Autos and Industrials



Why Are Investors Cautio

» Autos sector is cyclically exposed

« Strong pricing power will fade
* Consumer demand will plummet

 OEMswon’t remain disciplined
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But This Is No Normal Automotive Cycle

COVID (2020) Semiconductors (2021) War in Ukraine (2022)

So, is this time different?
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Consumer Demand Will Come Under Pressure...

Lower Household Higher Sticker Higher Financing
Incomes Prices Costs
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..But There Are Reasons To Be Optimistic

The foundations have been laid over the last three years

OEM profitability is at record levels

Volumes are already depressed Record orderbooks

Value over volume Cost bases are more resilient Fleet demand
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Volumes Are Already At Recessionary Levels

European New Passenger Car Registrations
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Demand Destruction Is Not Showing Up In Order Books

“the strong order book is something which will support our business development at minimum in the first 2
quarters of 2023..."” - 3Q22 Earnings Call

“this order book will carry us at least through the first quarters of 2023...” - 2Q22 Earnings Call

<()> “it would still take us well into mid 2023 before we get back to an order book coverage, which is our target of
about 2 months...” - 3Q22 Sales Call
RENAULT

STEL L/\N TIS “we have a strong order book, which gets us well into Q2 next year...” - 3Q22 Sales Call
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The Shift From Volume To Value’ Is In Full Effect

Aggregate Revenues vs European Volumes The volume evolution is out of their hands
Revenues (LAS) - ==Volumes (RFS) « Production improvements are still hard to
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OEM Profitability Has Never Been Stronger

Adjusted Operating Margin Evolution 2023 Outlook
12%
Factors Impact
10%
. Volumes Neutral
o Pricing Power Modest Headwind
43¢
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Driven by: Energy and Wages Modest Headwind
Pricing Capacity rationalization
Overall Margin Expectation = Modest Margin
Mix Fixed cost improvements Contraction
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Volumes Are Driven By More Than Just Individual Consumers

European New Registrations Mix - 2021

Country Private
Germany 36%
UK 49%
Spain 43%
Italy 63%

Fleets

64%

51%

57%

37%

This will pick up the slack of a weaker consumer

* Fleets have a stronger focus on residual values

« There has been little opportunity to refill
inventories post-pandemic

* Travel & leisure spending remains robust

« Corporate earnings are yet to deteriorate
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Where Does This Leave Us On Relative Value?

Shifting to Market Perform (From Underperform) Pick Pans
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" Thankvou —
Any questions?




This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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