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the capacity to invest in the future of automotive. To this regard,
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rebound of the global automotive market in 2020. We expect
the latter to experience another decline in volume terms in 2020
(-1%) after a noticeable contraction in 2019 (-4%).

e What does this mean for companies? Increased price
competition and downside pressure on margins, which will push
down the combined EBITDA of the top 25 automotive
manufacturers (-11% in 2019 and -3% in 2020) in an environment
of low revenue growth (+1%).

The first available figures for 2019 point to a double-digit increase in
global EV sales to more than 2 mn. This represents a noticeble
performance since the Chinese market, which is the largest one, posted a
contraction in 2019 for the first time, with EV sales slumping -4% to 1.2
mn, far below the 1.6 mn target. In Ching, the drastic cut in subsidies —
triggered in June to thin the overcrowded market and increase
competitiveness — deeply impacted the sales of battery electric vehicles
(BEVs droped -1% to 972,000) and plug-in hybrid electric vehicles (PHEVs
dropped -15% to 232,000).

We expect 2020 EV sales to remain on a strong dynamic at a global
level (+20%). This growth would come mainly from (i) a stabilised level in
China, where there should be no further winding down in the incentive
program but rather a likely adjustment in the time frame for the phase
out, and (ii) a pick-up in Europe, where carmakers are multiplying efforts
to boost EV production and sales in order to comply with the regulations
aiming at lowering emissions (see our report on CO2 emission
regulations). We expect notable growth in Germany, which already in
2019 became the leading country in Europe for new EV sales, overtaking
Norway. In this context, there should be more than 10 mn EVs on the road
worldwide in 2020, compared to less than 2 mn in 2016.
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Indeed, EV sales should benefit from several simultaneous factors playing
positively, such as the roll out of new models with higher ranges, the
development of charging infrastructure and the various incentives in
relation to climate change initiatives. We expect business fleets to lead
the dynamic in Europe because they account for more than 50% of new
car sales (when aggregating rental cars to dealers/wholesalers and
public and corporate fleets) and because households are not expected
to fully give up their wait-and-see attitude soon. De facto, the latter
comes from (i) a moving perception of the relative advantages and
disadvantages of each type of engines and, more importantly, (i) a price
affordability issue for a vast majority of clients (low and middle income-
households).

Despite the positive EV dynamic, the global automotive marketis
likely to post another decline in volume terms in 2020 (-1%) to 90.4
mn. The rise in EV sales will still represent a limited number of vehicles in
2020, with 2.5 mn i.e. a 3% market share. At the same time, the prolonged
wait-and-see attitude towards EVs will partly weigh on non-EV sales —
and increase the average age of the fleet of vehicles on the roads. In this
context, we expect the global automotive market to struggle to stabilize
in 2020. We forecast a -1% decline in volume terms to 90.4 mn, after a
noticeable -4% decline for 2019 (based on the aggregation of the first
figures available for the top 25 markets). This would represent an extra
loss of 0.9 mn vehicles over 2019 and 5.3 mn since the peak registered in
2017.

The top three markets (2/3 of the total) present a weak outlook for 2020.
China (-1%) is not expected to see another round of it's the high-speed
development recorded over the the last 20 years especially if the ongoing
coronavirus epidemic lasts. The epidemic would delay sales as well as
production since the Hubei region is the fourth automotive hub of the
country (with ~9% of the national production), after Guangdong, Jilin and
Shanghai. The U.S. market, which reached a peak in 2016 with 17.9 mn,
should see another ‘'moderate’ decline in 2020 (-2.5%) on the back of a
macroeconomic slowdown and the attractive pricing on relatively new
second-hand cars, while new vehicles prices have approach USD40K in
average. Europe (-2%) should see its first decline after six consecutive
years of growth, which led to 15.3 mn in 2019. The jump in registrations at
the end of 2019 was driven by one effect (sales promotion and self
registrations of less CO2 compliant models to limit CO2 fines in 2020).

What does this mean for companies? Increased price competition
and downside pressures on margins, pushing down the combined
EBITDA of the Top 25 automotive manufacturers (-11% in 2019 and -
3% in 2020) in an environment of low revenue growth (+1%).

Globally we expect increased price competition to limit revenue growth
and intensify margin pressure, notably for the automotive manufacturers
more concerned by CO2 compliance issues in Europe (since commercial
offers may be needed to speed up the switch to EVs in order to limit CO2
fines). We expect the earnings season to confirm a decline in revenue
and profitability (EBITDA) for 2019, -3% and -11%, respectively, for the top
25 listed automotive manufacturers. This implies a decrease of the
EBITDA margin by 0.9pp to 10.3% (compared to 11.2% in 2018 and 11.7%
in2017).

=®N FULER HERMES Allianz @



Emll EULER HERMES

For 2020, we expect a limited upside in revenue (+1%) and another
decline in EBITDA both in value and relative terms (EBITDA margin to
drop below 10%), despite increased pressure on suppliers and another
round of cost-cutting (through closing/relocating factories, firing staff).
The latter looks highly probable since the industry still needs to keep on
investing massively in zero-emission vehicles, and faces other mobility
issues (connected cars, autonomous vehicles). For our panel, CAPEX
should remain largely above EUR100bn in 2020.

Figure 1 — Contributions to growth in global automotive sales (in pp,
number of new vehicles)
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Figure 2 — Revenue, EBITDA and Capex of the top 25 automotive
manufacturers
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These assessments are, as always, subject to the disclaimer provided below.

FORWARD-LOOKING STATEMENTS

The statements contained herein may include prospects, statements of future expectations and other forward-looking
statements that are based on management's current views and assumptions and involve known and unknown risks
and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such
forward-looking statements.

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and competitive
situation, particularly in the Allianz Group's core business and core markets, (ii) performance of financial markets
(particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured loss events, including
from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and trends, (v)
persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii)
currency exchange rates including the EUR/USD exchange rate, (ix) changes in laws and regulations, including tax
regulations, (x) the impact of acquisitions, including related integration issues, and reorganization measures, and (xi)
general competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may
be more likely to occur, or more pronounced, as a result of terrorist activities and their consequences.

NO DUTY TO UPDATE

The company assumes no obligation to update any information or forward-looking statement contained herein, save
for any information required to be disclosed by law.
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