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Euler Hermes Report: Global car market back on track

PARIS- 24 SEPTEMBER 2014 - Global car production is set to exceed 100 million units a year by
2017, according to a new survey by leading trade credit insurer Euler Hermes. Published on the eve
of the prestigious Paris Motor Show, the report paints a positive outlook for the sector with global
output returning to its medium-term growth rate of 4 percent.

“The global automotive market appears to be back on track after veering off course during the
financial crisis,” said Ludovic Subran, chief economist at Euler Hermes. “In that time, production has
transferred to new economies, where ownership rates remain very low — as little as 2 percent in India
and 5 percent in China — resulting in good prospects for long-term growth as these figures are set to
increase.”

The report predicts that the main driver of overall global growth will continue to be China, which
overtook the US as the world’s largest vehicle manufacturer in 2009. The country is set to extend its
global dominance, producing almost 20 million units this year.

The bullish forecast for the motor industry comes despite continued sluggishness in major European
markets such as France and ltaly — where output is set to remain at less than half its pre-crisis peak —
and falling car production levels in countries such as Brazil and Russia.

Elsewhere, Germany remains solid with forecast growth of 6 percent this year. Spain is set for double-
digit expansion, albeit starting from a lower point than most of its European counterparts. Euler
Hermes’ report also reconfirms the “reindustrialization” of both the United Kingdom and United States,
where structural changes have contributed to production figures returning to levels last seen before
the 2008crisis.

“This shift in production has impacted some economies more than others,” said Yann Lacroix, lead
author of the report. “For example, Germany now produces more than four times as many vehicles as
France — a decade ago the difference was less than twice as much. The US automotive industry has
regained the competitiveness it had previously lost. The workforce has been reduced by a fifth, many
production lines shut down and the product range was completely restructured. As for the UK, thanks
to a flexible labor market and an increasingly attractive corporate tax regime, it has once again
become a world-class car producer.”
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http://www.eulerhermes.com/mediacenter/Lists/mediacenter-documents/Economic-Outlook-The-global-Automotive-market-Sept14.pdf

Looking ahead, the report notes that if China - a market dominated by Western companies via joint
ventures with local manufacturers - is to continue enjoying double-digit growth, sales prices will need
to fall. To ensure sustained growth, manufacturers will need to look for new consumers in rural China.
But lower purchasing power means these consumers may need cheaper products.

With 75 percent of global sales concentrated in four key areas (China, Europe, Japan and the United
States), emerging markets have yet to make a dent in terms of sales volumes. Economic and political
crises are impacting household vehicle ownership rates.

“In the short term, the biggest winners seem to be the major car parts manufacturers,” added Subran.
“‘Many automotive companies restructuring are in regions in decline and investing in growth areas.
“However, industry suppliers have globalized as well as relocated to follow car production. In the
process, they’ve ended their reliance on weaker domestic markets and increased their negotiating
power. This has done wonders for their margins, which have increased steadily since 2010 and are
forecast to be a healthy 7.5 percent next year.”
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of
bonding, guarantees and collections. With more than 100 years of experience, the company offers
business-to-business (B2B) clients financial services to support cash and trade receivables
management. Its proprietary intelligence network tracks and analyzes daily changes in corporate
solvency among small, medium and multinational companies active in markets representing 92% of
global GDP. Headquartered in Paris, the company is present in over 50 countries with 6,000+
employees. Euler Hermes is a subsidiary of Allianz, listed on Euronext Paris (ELE.PA) and rated AA-
by Standard & Poor’s and Dagong. The company posted a consolidated turnover of €2.5 billion in
2013 and insured global business transactions for €789 billion in exposure at the end of 2013. Further
information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes.

Cautionary note regarding forward-looking statements: The statements contained herein may include 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 that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In
addition to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans”, "“intends",
"anticipates”, "believes”, "estimates”, "predicts”, "potential”, or "continue" and similar expressions identify forward-looking statements. Actual
results, performance or events may differ materially from those in such statements due to, without limitation, (i) general economic conditions,
including in particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets,
including emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events,
including from natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi)
interest rate levels, (vii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes
in laws and regulations, including monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or
foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) 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. The company assumes no obligation to update any forward-looking
statement.
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