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European Autos: Model Behaviour
How Much Do Model Cycles Really Matter And Who Is Ahead?

Philip Watkins
B Beyond the hype — We have a broadly positive view on Auto stocks as Europe stabilises and model cycles play an +44-20-7986-3949
important role in stock selection. Nevertheless, we also feel that too often the market and analysts place too much philip.watkins@citi.com

emphasis on individual product stories such as the S-class or BMW X5. In this note we bring together our understanding
of European OEM model launches and fleet age for all the major players, an exercise which highlights the plethora of
competing products (SUVs are a particular focus for OEMs raising questions on pricing). Indeed, in 2014 there will be
>350 major model ranges in Europe, hardly any player is inactive and every OEM seems to look for market share gain.

® VW over-looked — With this in mind we believe that model cycle changes have to be comprehensive and across fleets
(reflected in falling fleet age) to really move the dial. In this regard we find the clear standouts are MBC and also somewhat
surprisingly VW. MBC has the best momentum with fleet age at 2.6 years by end-14E v 3.7 years at end-12E. With new S, E,
C classes and it addressing weakness in SUVs (GLA/MLC), we think model cycle can contribute to higher margins too. But
we feel this is also priced in with it trading on ¢.11x 14E P/E vs 7x for VW. VW'’s model strengths, e.g. a new Passat and an
expanded Porsche/Audi range seem underappreciated, reinforcing our Buy view. VW’s group model age at 2.7 years in 14
and 15 is nearly as young as MBC's and it has shown more consistency too. There may be too much optimism on Porsche,
but Audi’s fleet age should be younger than MBC'’s in 16E. By then we will see new A4, A5, A8 and new Q1, Q5, Q6, Q7.

® RNO and BMW strengths — We are buyers of RNO (Focus List) for multiple reasons; model cycle whilst healthy, is not
the most important though its leading entry level positioning should help it in softer EM as peers go upmarket. It still has a
significantly more youthful average fleet age than PSA and Fiat with Dacia in particular in a sweet-spot. BMW retains the
most youthful fleet with an average age of ¢.2.5 years in 14E but its sweet-spot has passed too we believe. There is lots
to come, e.g. new Mini, X5 and EVs, but we don't see these as reversing the trend of lower margins in the years ahead.

B PSA and Fiat — PSA is a steady investor in new product but we think nothing stands out in its product cycle to justify the
market’s recent bullishness on the stock, even the rollout of a new 308. Its product age at 3.1 years at end-15E is still at
the industry average and its move upscale has risks if the market further polarises between budget and luxury. Even Fiat
is playing the upscaling game with the Maserati range expanding to become more like Jaguar but group product age
remains resolutely the oldest in the space at c.4.2 years in 2014, doing nothing to alter our Sell view on the stock.

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
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Figure 1. European Automakers, Current Basic Data: Recommendations & Valuations
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50.2 10.4 10.0
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22.1 17.1 11.3
.7) (4.5  (18.9)
2.6 5.5 5.2
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3.7 7.7 6.7
3.8 7.9 6.9
14.5 15.6 14.8
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17.6 17.2 10.0
11.3 10.9 9.1
9.5 10.8 8.3
15.7 15.6 14.9
10.7 11.1 9.5

EPS (local curr.) Cons EPS (local cy)

Price Performance
ETR
1Y (%

1.3 8.3 7.6 347 1.94 1.62 7.86 8.18 7.45 7.77 7.85 8.14
(7.2)] 12.6 20.2  40.0 5.31 5.71 5.03 4.94 5.52 5.25 4.99 5.49
(26.8) 1.0 39.2 347 1.08 0.28 0.36 0.54 0.30 0.49 0.28 0.51
(60.6)] 75.6 83.4 88.1 2.30 (18.13) (2.85) (0.69) 3.94 (2.77) (2.08) 0.22
0.2 3.2 24 542 0.14 25.53 12.19 12.87 0.14 25.53 11.18 12.26
21.8 -2.0 7.7 516 7.68 6.51 4.78 9.67 7.68 6.50 5.38 9.09
(10.0) 2.4 38 291 19.03 46.34 22.30 25.58 18.49 46.42 22.01 25.63
26.7 2.9 0.7 21.0 19.03 46.34 22.30 25.58 18.53 46.48 21.25 24.65
(36.4) 7.3 23.6 36.8 43.9 41.4 5.7 6.0 43.19 39.42 5.69 6.32
7.9 21.4 25.7 521 7.76 11.02 11.35 13.04 8.44 11.66 10.54 12.01
(9.7 19.8 47.7  43.9 3.11 1.26 1.29 2.21 3.11 1.27 1.29 2.38
10.1 13.0 36.8 55.3 5.67 5.57 5.80 6.95 5.67 5.56 5.22 6.22
8.3 8.8 9.7 25.6 8.19 8.68 7.65 9.95 7.93 8.07 7.72 8.85
(22.2) 147 4.0 8.0 2.28 2.41 2.43 2.54 2.32 2.46 2.55 2.84
4.3) 3.1 5.2 3.4 0.72 0.91 0.88 1.02 0.7 0.8 0.8 1.0
EV/EBITDA FCF Yield %
3.6x  3.5x 3.2x 8% 6% 7% 56% 52% 48% 10.8% 10.1% 9.9%
3.7x  4.5x 5.1x 2% 0% 4% 41% 55% 53% 7.5% 8.8% 7.2%
4.2x 4.2 4.1x| -13% -8% -14% 40% 40% 41% 4.5% 4.5% 4.9%
1.6x  3.9x 3.4x| -84% -42% -22% 15% 18% 20% -1.0% -1.0% 0.5%
0.4x 364.0x 471.8x 23% 3% 4% nm nm nm nm nm nm
-1.8x  -2.0x  -1.6x 7% 5% % -15% -18% -18% 1.8% 2.8% 3.5%
3.8x  3.7x 3.2x 5% 3% 5% 42% 47% 43% 6.0% 5.9% 6.9%
3.8x  3.7x 3.2x 5% 3% 5% 42% A7% 43% 6.0% 5.9% 6.9%
7.3x  7.7x 7.1x 4% 3% 6% 95% 98% 91% 9.7% 8.8% 9.1%
4.8x  6.6x 5.7x 7% 4% 7% 71% 96% 87% 10.8% 10.8% 11.3%
3.5x  3.8x 3.4x| -22% 7% 7% 21% 24% 23% 3.1% 3.3% 3.6%
3.9x  5.0x 4.4x 1% 4% 6% 42% 56% 52% 6.2% 6.4% 7.0%
4.9x  5.6x 4.9x 7% 3% 7% 80% 96% 89% 11.3% 11.7% 12.5%
10.0x  9.7x 9.3x 3% 4% 4% 308% 299% 269% 25.7% 25.3% 23.8%
6.0x  5.7x 5.2x -1% 4% 6% 109% 106% 97% 13.7% 13.5% 13.6%
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Model Cycle Matters...

For Market Share — The difference between the European market share of a Passat
at post-replacement peak and pre-replacement trough is up to 100bps (i.e. 2.2% to
1.2% market share contribution). For E-Class and BMW 5 Series the amplitude has
been even greater, with E-Class varying from 140bps to 60bps over the last product
cycle, and 5-Series 110bps to 50bps. Though both of these were influenced by ‘cash
for clunkers’ schemes, previous cycles saw similar swings.

For Pricing — Incentives disappear when consumers are excited about a new
product in short supply; they increase when dealers have to tempt buyers into time-
expired late life-cycle models.

For Production Costs — No OEM can make significant ‘running’ changes to cost
structures of a model, with production equipment and supplier contracts fixed for the
6-7 year lifetime of a model. Production costs can only fundamentally change with a
full product renewal — these incorporate new supplier strategies, and in many cases
next stage component modularisation/platform sharing.

Life Blood of Industry — No surprise that industry leaders continue to place much
emphasis on expected financial impact of product renewals in their communication.

Citi Research

Figure 3. Mercedes E-Class vs BMW 5 Series, European Market Shares 1Q91A-4Q13E

Figure 2. Market Share Leaders: VW Golf vs Renault Clio, European Market Shares, 1Q91A-4Q13E
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Figure 4. Volkswagen Passat vs Renault Laguna, European Market Shares 1Q91A-4Q13E
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Why it Matters....

W Six-year cycle in Europe — Like most consumer goods which rely on attracting
the interest of customers through design, technology features and performance,
European cars have quite well-defined lifecycles. European OEMs have tended
to see the right balance between product origination costs, brand and model
identity and return as a lifecycle of 6-7 years with mid-cycle facelifts and with
typical ‘carry-over’ content of 40-50%, though we sense some shortening in
cycles recently as competition grows. In Japan a more typical cycle for a high-
volume product is 4 years, but with a much higher carryover from previous
generation models; in the US it has been around 5-6 years.

B Sales peak early in lifecycle — The first two years show best sales and then
inexorably decay.

m Upscale makers tend to seven years — but they do not seem to enjoy any
more stability in sales through the lifecycle. In fact our data for Europe suggests
they have slightly greater volatility of sales, though this may also be related to
German consumers' higher appetite for new models than other Europeans.

Distinctive Models (>1000 annual sales) on European Market, 1997A, 2011A, 2014E

1997 2011 2014E
No of Model Series on offer 222 300 355
Average Volume/model achieved 65,000 44,000 38,000

Source: LMC Automotive, ACEA, Citi Research

B Increased model count — The number of distinctive vehicle model series on
offer is increasing, but the total market is now mature. So even successful
individual models can only take a declining share of the market.

m Profits peak early in lifecycle — once launch costs are met, with full plant
utilisation, tight inventory and lifetime low incentives.

B The ‘tail’ of the lifecycle is very unprofitable — which is why analysis
concentrating just on new models as a percentage of sales is not enough; the
proportion of high-incentive late-cycle models in the portfolio is as important. In
calculating model age and estimating product launch dates we rely on a number
of sources from LMC, companies, auto press, whilst making assumptions about
the need to replace ageing vehicles to stay competitive.

Citi Research

Figure 5. Typical European car model cycle, as measured historically
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Figure 6. Schematic relationship, Product Age and Profitability of Model
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m Upscale Car Competition

Figure 7. Upscale Cars: comparison of Product Portfolio Age, 1Q10-4Q16E. Years since launch

m MBC leads —.MBC is the clear stand out with it refreshing most of its sedans 6.0 - .

(something peers aren’t) whilst plugging gaps in its weak SUV offering, i.e. GLA.
It enters its product sweet-spot in H214/H115, MBC exceeded BMW and Audi
margins in 2007/08 when it had a younger fleet. Nevertheless, MBC, BMW, Audi, 5.0 -

55

- BMW Group
+ Mercedes-Benz Cars
Audi

Industry Average, Upscale Group

Porsche, Jaguar and VW are all heavily focused on expanding and improving
their SUV offering raising questions on pricing here.

B BMW slips — BMW'’s advantages are waning modestly with most focus on an
expanded SUV range, next generation mini and the | Series rollout (which faces
competition). Though BMW is active we don’t see any of these rollouts as likely
to reverse the trend of modestly lower Auto EBIT margins over the next 2 years.

® Porsche/Audi — Porsche is broadening its palate with all-new small SUV Macan
in 2014. Though this product has promise we think there is too much optimism.
We believe by 2015 it could add c.€350m to profit on 50k units but little to 14E

.0 T T
EBIT on launch costs. Audi seems to us to be very active, with new Q1, 5, 6, 7 2009 2010 2011 2012 2013
and A4, 5 and 8 by 2016, it should have a younger fleet age than MBC then t00.  source: Company Reports, Citi Research

T
2014 2015
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2016

m Volume Cars: Leaders and Laggards

B Renault — No OEM stands-out in the mass market in the way that RNO did in 6.0
2013, but RNO still enjoys advantages over PSA and Fiat. The most important
new launches we think are a new Megane, likely in 2015. Beyond this it should
enjoy benefits from the cumulative impact of new A platform (with MBC) and C/D 50
platform cars (with Nissan). Dacia rollouts in Brazil and Russia and a new Duster 45 |
keep RNO the entry level leader, particularly as peers go upmarket.

55

Figure 8. Volume Cars: comparison of Product Portfolio Age, 1Q10-4Q16E. Years since launch

B VW — Product cadence continues to be steady, even slightly more youthful in 3.5 \ ot s
14E with we anticipate a new Passat for 2014 (22% of VW brand global . J\_ // 'Kﬁ\/\/"\ ;/
production and a new Polo (12% of VW brand global production) for 2015, all on R <\ - /’\ /.;'
the new MQB platform. VW continues to have the most stable fleet age in 2517 \ 3 e ';;_Vo[ks‘v;af,en Brand”

Europe. We don’t expect a Dacia-like entry level car for VW in the near term. 20 4 N\ /./‘/ —— PSA Peugeot Citroen Group
\ / -~ Renault Group

m Fiat — Fiat remains the laggard with high model age and continued uncertainty 157 ./ - - - Fiat Group
on when a new Punto will come. The 500 range though does continue to expand 1.0 ; ; ; : : : :
and is now the key product range (30% of Fiat brand in Europe). There is no 2009 2010 2011 2012 2013 2014 2015 2016
sign of an Alfa sale and Maserati becomes more like Jaguar. Source: Company Reports, Citi Research
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BMW Product Summary

B Sweet-spot passing — BMW'’s product age remains
low but we also think its sweet-spot has passed and
upcoming models are unlikely to raise margins. Average
BMW brand age was 1.5 years at end-12 rising to 3
years by end-15E. A new Mini keeps group product age
low at 2.4 years at end-14E but Mini is not the highest
mix. By 15E MBC (2.64 years) overtakes BMW group
(2.8 years) in model age. Mix adjusted the gap is wider;
by 2015 BMW is at 2.9 years v 2.4 years for MBC.

B SUVs — There is still lots of activity in SUVs. The X5 is
new in 2013 and we see an all new X4 in 14E. 2015E
brings next generation (ng) X6 competing potentially
with an all new Audi Q6 and in 2016 ng X1 completing
the most comprehensive range in the space.

B Mini/EV — 2014E also brings ng Mini (starting with Hatch)
on FWD architecture likely increasing profitability for the
small car platform. Sedans look set to be lower focus;
ng 7 series is unlikely before end-15, we expect ng 5
Series in 16E. Though BMW is advanced in electric cars
we also see significant competition for the i3 including
MBC's electric B class and VW’s E Up. We have seen
some apply a high separate value to the | Series but
this makes little sense to us given the competition.

Citi Research

Figure 9. BMW Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E
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Figure 10. BMW Product Introduction Summary, 2007A-2016E.

BMW Group 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
BMW 1 Coupe 1Q X6 1Q 724 2Q 5 Series 2Q 6 Series 2Q 3 Series 1Q i-3 Q4 4 series 7 Series (ng) 5 Series Q4
X51Q| 7 Series X14Q X3 (ng) 4Q 1 Series 3Q 7 Series 3Q| 4 Series (3-Series X4, 2 Series X6 74 Q4
4Q (facelift) Coupe)
5 series facelift X3 facelift X1
5 Ser. GT 4Q 5SW 40 X301 6SGC 20 X5 (4Q) i-8

Mini Clubman 1Q Cabrio 20 Countryman 4 Coupe 10 Mini Hatch(ng) 3Q| Clubman

Rolls-Royce Ph'm Cab 1Q Coupe RR Ghost RR Ph'm Il 2H Wraith Q4 Ghost

Source: Company Reports, LMC Auto, Various Trade Press and Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 12. BMW - Product Age and WE Market Share, 2000A —

2016E
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Figure 13. BMW — Unit Sales by Region, 1H13
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Figure 14. BMW - Revenue by Region, FY13E
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Figure 15. BMW Group — European Sales Mix, 2013E
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Figure 16. BMW WE Market Share by Model, 2000A - 2016E
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Figure 17. BMW WE Market Share by Model, 2000A - 2016E
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Daimler Product Summary

m Sweet-spot in H214 — MBC is the standout in Europe
again with the best volume and mix weighted
improvement in product age. Most of the bigger volume
products are being refreshed with positioning more
likely to appeal to a younger audience. Rollouts also fill
gaps such as SUVs (GLA/MLC). We see average fleet
age falling from 3.7 years in 2012 to 2.5 years by 2014.
In 15E it should have the lowest fleet age in Europe.

B Sedans/small cars — Beyond 2013’s new S Class
(20% of MBC EBIT), we see a new C Class in 2014
(10% of EBIT first on new RWD architecture) followed
by a new E Class in 2016 (also on RWD architecture). S
Class competes with Audi A8 and BMW 7 Series
facelifts, however. Sports cars should also get a focus
with SLK and CLS facelifts in 2014/5.

B SUVs — MBC has fallen behind in SUVs (particularly

Citi Research

Figure 18. Daimler Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E
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small) but 2014E brings advance with a new GLA 2 - Mercedes.B
; ercedes-Benz
compact SUV (Jaguar Evoque, BMW X1, Audi Q3 Mercedes-Benz Cars Smart fortwo A Class Smart
challenger), the fourth member of the new small - - - Industry Average, Upscale Group E Coupe for Four MLC/GLK
compact family based on front/all-wheel drive MFA Class
platform. This platform should be completed in 14E with 1 \ \ ‘ ‘ ‘ ‘ ‘ ‘
launch of shooting brake CLA. There should also be a 2000 2002 2004 2006 2008 2010 2012 2014 2016
new GLK in 15E and an all-new MLC (X6 rival) based
on ML (X5 rival) due in 15E. Source: Company Reports, Citi Research
Figure 19. Daimler Product Introduction Summary, 2007A-2016E.
Daimler 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
smart ForTwo 10 Smart for2 & 4
Mercedes C Class 2Q CLC1Q E-Class 1Q E- cab 3Q CLS, SLK 1Q A-Class 3Q C-Class E Class
C Class SW 4Q SL2Q E- coupe 2Q SLS2Q C coupe 3Q GL-Class 4Q S Class 3Q GLA GLK
CLS 4Q ML-Class 3Q SL-Class 2Q CLA 3Q S Class Coupe MLC
CLS, ML facelift SLK facelift?
GLK SUV 4Q| E-Class SW 4Q B-Class 4Q Sub-SLS/SLC

Source: Company Reports, LMC Autor, various Trade Press and Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 21. Daimler — Product Age & WE Market Share, 2000A —

2016E
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Figure 22. Daimler — Unit Sales by Region, YTD13 (July)
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Figure 23. Daimler — Revenue by Region, FY13E
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Figure 24. Daimler Group — European Sales Mix, 2013E
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Figure 25. Daimler WE Market Share by Model, 2000A - 2016E
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Figure 26. Daimler WE Market Share by Model, 2000A - 2016E
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Fiat Product Summary

m Laggard — Fiat's product age continues to lag its peers
at c.4 years at end 14E. However, we think its product
strategy is modestly less unimpressive than fleet age
data suggests. The Fiat brand is essentially about three
models, 500, Panda and the Punto. The primary lack of
investment we think mostly applies to the Punto, with no
news on a new model keeping group model age high.

B 500 matters — 500 variants are now 30% of Fiat brand’s
European volumes, bigger than the Panda and here
Fiat has continued to invest with 2013’s 5-door Mini-
MPV 500L. We see a 500 compact SUV coming in 2014,
which should though face stiff competition from BMW’s
new mini range too. The basic 500 is also getting older.

m Luxury/Alfa — Aiming for 50k units by 2015 (6k in 2012),
Maserati could be threatening its exclusivity but does
improve its scale through broadening to five models and
becoming more like Jaguar. 2014 brings BMW 5 series
rival Ghibli with 2015 bringing an SUV Levante. Alfa
product seems relatively old but we still see little
evidence of Fiat looking to exit the brand; we expect a
new Guilia likely for end-14 and a new Spider in 2015.

® Chrysler — Still unlikely to have much success in
Europe but North America is active with H213 bringing
new Jeep Grand Cherokee and Heavy Duty pickup.

Citi Research

Figure 27. Fiat Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E
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Figure 28. Fiat Product Introduction Summary, 2006A-2015E.

Fiat Group 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E

Alfa Romeo 8c 2Q MiTo 2Q Giulietta 2Q 8C, C-SUV 4C 3Q Giulia Spider ng
Fiat new 500 3Q Minicargo 2Q Doblo (ng) 4Q Panda 500-L 500 suv Punto
Bravo 1Q Ulysse (ng) 2Q G Punto F/L\ Freemont 3Q new C-sedan Stilo/Bravo

Chrysler N America Jeep Cherokee|  Jeep Compass

Jeep Grand| Chrysler Sedan

Cherokee facelift
RAM ProMaster| B-Segment SUV
RAM 2500-3500 pickup

Source: Company Reports, LMC Autor, various Trade Press and Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 29. Fiat Product Age & WE Market Share, 2000A - 2016E  Figure 30. Fiat-Chrysler Unit Sales by Region, 1H13
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Figure 31. Fiat-Chrysler: Revenue by Region, FY13E
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Figure 32. Fiat Group — European Sales Mix, 2013E
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Figure 33: Fiat WE Market Share by Model, 2000A — 2016E
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Figure 34. Fiat WE Market Share by Model, 2000A — 2016E
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Peugeot Product Summary

® No delays to schedule — Despite worries about

underinvestment PSA it is not letting up on its product
launch schedule; indeed we forecast the average age
of its fleet falling to 3.1 years in 2015 vs 3.6 years end-

13E helped by a new 308 (high mix, 6% of group
sales) and A class vehicles in 2014 with a further

move upscale. Product cycle does not though stand

out enough vs peers to justify the stock’s recent

outperformance, we believe.

Product mix — Furthermore, we see risks for a mass-
market player moving upscale as the market polarises
between upscale and budget offerings. Nevertheless,

we still acknowledge that better-than-expected pricing

in 2013 has been helped by improved offerings

recently including the new 208.

2014 — Of the potential launches for 2014 we see the
most significant as a likely to be new A class C1/107
successors and a new 308 (15% of volumes). The
new 308 (like the C4 Picasso) is also based on new
GM shared EMP?2 platform focused on C/D models.
PSA is moving to two platforms with GM, with a smaller

car due in 2017. New Citroen C3 and C5s seem

possible in 14/15 too and a DS Hatch/SUV for China.

Citi Research

Figure 35. PSA Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E
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Figure 36. Peugeot Product Introduction Summary, 2007A-2016E.

PSA Group 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
Citroén Minicargo C51Q C3 Picasso 1Q DS31Q DS41Q C-Elysee C4 Picasso| DS9 (rollout China) Berlingo ng
C44Q DS5 4Q C5 3 DS3
Minicargo C34Q C5 (China)
1Q
Berlingo C-Zero H2 C13Q
2
Peugeot 207 CC/SW 3Q| Partner 2Q 3008 1Q 508 1Q 208 2008
Bipper/Exp. 1Q,4007/308 5008 4Q iOn H2 3008 HY4 4Q 301, 4008 308 4Q 108 2Q 5008 Partner, RCZ

Source: Company Reports, LMC Autor, various Trade Press & Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 37. PSA - Product Age & WE Market Share,2000A — 2016E Figure 38. PSA —Unit Sales(assembled vehicles) by Region, 1H13 Figure 39. Revenue by Region, FY13E
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Figure 40. PSA Group - European Sales Mix, 2013E Figure 41. PSA WE Market Share by Model, 2000A - 2016E Figure 42: PSA WE Market Share by Model, 2000A — 2016E
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Renault Product Summary

| Still in sweet-spot — The RNO group ends 2013 with
model age down substantially to 2.7 years v 4.3 years at
end-12 with rollout of the new Clio, the Captur crossover
and next generation Logan and Sandero models. Model
age stays relatively flat into 15E when we expect new
Laguna, Espace and Megane.

Focus on 2015 — In general model age remains
competitive vs peers and is younger than PSA’s even
though most new activity will be in 2015. 2014E is
relatively light for RNO brand with ng Twingo. In general,
we see other mass -market peers moving upscale leaving
RNO well positioned to dominate the entry level which we
think should help it particularly in Emerging markets
where consumer sentiment could weaken in 14E. For
Dacia we can expect a Phase 2 Duster in 14E and rollout
of new Logan and Sanderos in Russia and Brazil.

m Platform sharing — Platform sharing is key to cost cutting;
2014E’s new Twingo comes on a shared A-segment
platform with Daimler. Late-2014 and 2015’s new Espace,
Laguna and Megane are on a shared C/D platform with
Nissan. It also will be based on Nissan’s MQB-like
Modular strategy CMF.

Citi Research

Figure 43. RNO Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E
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Figure 44. Renault Product Introduction Summary, 2007A-2016E.

Renault-Nissan 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
Nissan Maxima Pixo Murano Micra Pathfinder Note(HB) Qashqai(SUV)| Infiniti Q70(Sedan) Micra(HB)
Ininiti Q50 (3 series rival)
Patrol Juke Logan 1Q, Infiniti G X Trail(SUV)
Dacia Sandero Duster Lodgy 3Q Sandero 1Q Duster Phase 2
Renault Twingo 2Q Kangoo 1Q| Scénic 2Q Megane CC 2Q Twizzy (EV) Clio Q3 Captur Megane ng
Clio Wagon| Laguna Coupe 2Q Wind CC Kangoo (EV)| Zoe City (EV) Espace ng
Laguna 4Q Koleos 3Q Master Fluence (EV) Laguna ng
Grand Modus Megane HB 4Q Latitude Twingo

Source: Company Reports, LMC Autor, various Trade Press & Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 45. RNO Product Age & WE Market Share, 2000A — 2016E
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Figure 46. RNO Unit Sales by Region, 1H13
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Figure 47. RNO Revenue by Region, FY13E
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Figure 48. RNO Group - European Sales Mix, 2013E
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Figure 50. RNO WE Market Share by Model, 2000A — 2016E
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VW Product Summary

® Broad palette — A broad brand palette ensures VW

Citi Research

Figure 51. VW Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E

retains the steadiest fleet age in Europe, hovering 6 | P
around 3 years for the next few years. Indeed, the Polo Golf V, Sharan Golf VI assat
rollout of the new Passat should bring model age below Passat B7
3 years by end-14 (2.7 years) and below the sector . A8
average making it an underappreciated model story. i
Passat B6 Octavia _
B MQB dominates product flow — With the prospect of Polo Ibiza
2m units by 2014 and 4m by 2016, the expansion of Golf Vil
the MQB architecture has been the key product focus 4 1
enabling easier SUV, Cabrio derivatives etc. The next-
generation Passat, which we see as likely in 2014 and
next generation Polo which we expect in 2015 will be
based on MQB. We see the new compact crossover 31 i
Tiguan and a new mid-size crossover Touareg in 15E. Ibiz
The increasingly crowded small SUV segment likely
gets a new VW Taigun in 2015 or 2016 (Up based).
2 1 ‘Al
B Skoda/Seat — Skoda product has also moved to MQB, Industry Average, Vollme Makes
including the new high volume Octavia in 2012. Beyond — Volkswagen Brand . Beetle
. ; . . Octavia A6 01/06
this we see little on the horizon for Skoda until a new —— Volkswagen Group Ex- Porsche
Fabia in 2015/16. Seat also benefits from a new Toledo 1 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
and Leon in 2012 but then little until 2015 when a new
. 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Ibiza seems due.
Source: Company Reports, Citi Research
Figure 52. VW Group Product Introduction Summary, 2007A-2016E.
VW Group 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
Seat Ibiza 2Q| Cordoba lhiza SW LEON 4Q Ibiza
1Q
Exe04Q| Exeo 3Q Alhambra Toledo 4Q, UP!
Skoda Roomster 1Q Yeti 2Q | Superb 2Q Skoda Up! Octavia 4Q Yeti facelift Fabia
Fabia 2Q Superb SW 4Q Rapid 4Q Taigun
Volkswagen Tiguan 4Q Scirocco 3Q|  Polo 2Q Polo Van 2Q NMS (US) 3Q Golf VIl 4Q|  Golf + Mini MPV Passat Tiguan Polo
Passat CC 2Q| Polo 3-dr Touareg 2Q VW Up! 4Q Up!5dr | Golf station wagon Touareg
Golf VI 3Q Jetta US Beetle 3Q Passat CC
Gol (SAm) 3Q Passat 4Q Jetta Q1

Source: Company Reports, LMC Autor, various Trade Press & Citi Research. Launches show next generation vehicles not facelifts, unless stated
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Figure 53. VW — Product Age & WE Market Share, 2000A-2016E  Figure 54. VW Unit Sales by Region, YTD13 Figure 55. VW — Revenue by Region, FY13E
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Figure 56. VW Group — European Sales Mix, 2013E Figure 57. VW WE Market Share by Model, 2000A-2016E Figure 58. VW WE Market Share by Model, 2000A-2016E
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VW: Audi/Luxury Product Summary

Figure 59. VW Product Portfolio Age in Pictures: Age (years since launch) of portfolio, 2000A-2016E

B SUVs — Audi has been assiduous in developing 6
crossovers (Q3, Q5 and Q7) to compete with BMW A6 (C6) A4 (o MLE) A3facelift A6 (CT) A3 (on MOB)
and looks set to add a Q6 (X over coupe) and Q1 A4 (2nd gen) o7

(Mini SUV) and next generation Q7 by end-2015. A3 (8P) A8

5 A4/AS AL A8

B A brand — The further developed Audi MLB EVO
platform underpins upcoming launches for A4, 5, 6, 8.

We expect a new A4 by 2014, a new A5 in 2015 and a 4 -
new A6 in 2016. A new A8 is likely in 2016, but 2013

brings a facelift here. . . P

01

B Model age — An active product rollout for Audi keeps
its model age very young at 2.4 years by end-16E, y
even lower than MBC at 2.9 years making it an ever-
present threat. 2

o7

A5 05 03

m Porsche — Porsche is broadening its offering with an R4
all-new small SUV Macan in 2014 (Q5 based). 1
Though this has promise we also feel there is a little — Audi 06 05
too much hype here with some seeing it as adding - Industry Average, Upscale Group
€1bn to EBIT. By 2015 we think it could add €350m to
profit on 50k units, but little to 14E EBIT on launch 0 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
costs. It also enters a crowded space, risks 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
cannibalising the Q5 and will compete with a new
Jaguar XQ.

Source: Company Reports, Citi Research

Figure 60. Audi Product Introduction Summary, 2007A-2016E.

VW Group 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
Audi Audi A5 2Q Q54Q A5 Sportback Audi A1 2Q A6 1Q A320Q A4 Q6 Al, Q5
Audi A4 4Q A8 30Q Q34Q Q7? Q1 A6
A7 4Q ABSW 4Q A8 Facelift R4 A5 A8 (ng)
Bentley Mulsanne (ng) Bentley Cont 2
Porsche Cayenne /1 1Q 911 113Q Cayenne Il 2Q Cayenne H|Boxster Q3 Porsche 918 Macan Sedan?
Panamera 3Q 911 (991) 4Q

Source: Company Reports, LMC Autor, various Trade Press & Citi Research. Launches show next generation vehicles not facelifts, unless stated

20 citivelocity.com



P e O
CI t I Citi Research

Figure 61. Audi — Product Age & WE Market Share, 2000A-2016E Figure 62. Audi — Unit Sales by Region, YTD13 Figure 63. Audi — Revenue by Region, FY13E
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Figure 64. Audi Group — European Sales Mix, 2013E Figure 65. Audi WE Market Share by Model, 2000A-2016E Figure 66. Audi WE Market Share by Model, 2000A-2016E
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Figure 67. Autos Model Cycle Summary 2006A - 2016E

2006 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E
BMW Group
BMW 1 Coupe 1Q X61Q 24 2Q 5 Series 2Q 6 Series 2Q 3 Series 1Q i-3Q4| 4 series cg]rand 7 Series (ng) 5 Series Q4
oupe
X51Q 7 Series 4Q X14Q X3 (ng) 4Q 1 Series 3Q 7 Series 3Q 4 Series (3- X4 X6 24 Q4
(facelift)|  Series Coupe)
5 series facelift X3 facelift X1
5 Ser. GT 4Q 5 SW 40 X301 6SGC20Q X5 (4Q) i-8
2 Series
Mini Mini (ng) 2Q Clubman 1Q Cabrio 2Q|  Countryman 4 Coupe 1Q Mini Hatch(ng) Clubman
Rolls-Royce Ph'm Cab 1Q Coupe RR Ghost RR Ph'm Il 2H Wraith Q4 Ghost
Daimler
smart ForTwo 1Q Smartfor2 & 4
Mercedes GL 3Q C Class 2Q CLC1Q E-Class 1Q E-cab3Q| CLS,SLK1Q A-Class 3Q C-Class E Class
CL 3Q| CClass SW 4Q SL2Q E- coupe 2Q SLS 2Q C coupe 3Q GL-Class 4Q S Class 3Q GLA GLK
CLS4Q| ML-Class 3Q SL-Class 2Q CLA3Q| S Class Coupe MLC
CLS, ML facelift SLK facelift
Sprinter 1Q GLK SUV 40 E-Class SW 4Q B-Class 4Q Sub-SLS/SLC
Fiat Group
Alfa Romeo 159 SW 2Q 8c2Q MiTo 2Q Giulietta 2Q 8C Giulia
Spider 2Q C-Suv 4C 3Q Spider ng
Fiat Scudo 4Q new 500 3Q Minicargo 2Q Doblo (ng) 4Q Panda 500-L 500 SUV Punto
Ducato 3Q Bravo 1Q| Ulysse (ng) 2Q GPuntoFIL|  Freemont 3Q nevxa C- Stilo/Bravo
sedan
+
Ferrari/Maserati Quattroporte Levante SUV
Ghibli
Linea
Lancia Ypsilon 1Q C-sedan| Ypsilon (facelift) Delta
Coupe-Cab Delta 1Q 300/Minivan
Chrysler N America Jeep Cherokee| Jeep Compass
Jeep Grand| Chrysler Sedan
Cherokee facelift
RAM ProMaster | B Segment SUV
RAM 2500-3500 pickup
Ford Group
Ford Europe S-Max 2Q Mondeo 2Q Kuga 4X4 1Q| T Connect ng Focus 1Q Explorer Transit Fiesta
Galaxy 2Q Fiesta 2Q C-Max 4Q B-Max Eco-sport Galaxy
Escape/Ku
ga
Transit 2Q Ka 40 Mondeo S-Max
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IGM Group
Opel Astra TT 1Q|  Agila (ng) 3Q Insignia 3Q Insignia SW Vivaro (ng) Zafira (ng) Chev Aveo Captiva Astra Insignia
Corsa 3Q Combo (ng) 2Q|  Astra (ng) 4Q Astra ST 4Q Ampera Mokka Tahoe Antara
Meriva Roadster
Honda Group Fit SUV
Jazz(HB)
PSA Group
Citroén Picasso B58 Minicargo C51Q| C3Picasso 1Q DS31Q DS41Q C-Elysee C4 Picasso DS9 (g;l]ou; Berlingo ng
ina,
C44Q DS5 4Q C5 C3 DS3
C61Q Minicargo 1Q C34Q C5 (China)
Jumper 10 Berlingo 20 C-Zero H2 C130
Peugeot Boxer 2Q| 207 CC/SW 3Q Partner 2Q 3008 1Q 508 1Q 208 2008
207 2Q Bipper/Exp. 1Q 5008 4Q iOnH2| 3008 HY4 4Q 4008 308 4Q 108 2Q RCZ
4007/308 3Q 301 5008 Partner
Renault-Nissan
Nissan Maxima Pixo Murano Micra Pathfinder Note(HB)| Qashqai(SUV) Infiniti Micra(HB)
Q70(Sedan)
Ininiti Q50 (3 series rival)
Patrol Juke Infiniti G X Trail(SUV)
Dacia Logan MCV 2Q Sandero Duster Lodgy 3Q Sandero 1Q| Duster Phase 2
Logan P/up Logan 1Q
Renault Twingo 2Q Kangoo 1Q Scénic 2Q| Megane CC 2Q Twizzy (EV) Clio Q3 Captur| Megane facelift Megane ng
Clio Wagon Laguna Coupe 2Q Wind CC Kangoo (EV) ( EZ\(/);e é:sity Espace ng
Laguna 4Q Koleos SQ\ Master [Fluence (EV) Laguna ng
Grand Modus Megane HB 4Q Latitude Twingo
Symbol 4Q
[Tata Group
Jaguar F-Type 3Q Q-Type Crossover XJX 360
XK8 1Q XF 1Q XF Coupe XJ (ng) CX16
Land Rover F/lander 40 RR/Disco flls Evoque RR ng Freelander Defender
VW Group
Audi R8 4Q Audi A5 2Q Q54Q| A5 Sporthack Audi A1 2Q A6 1Q A32Q A4 Q6 Al, Q5
TT coupe 3Q Audi A4 4Q A8 3Q Q34Q Q7 Q1 A6
A5
Audi Q7 10 A7 4Q ABSW 4Q A8 Facelift R4 A8 (ng)
Bentley Azure\ Mulsanne (ng) Bentley Cont 2 SUvV
Seat Altea XL 4Q lhiza 2Q Cordoba 1Q Ibiza SW LEON 4Q Ibiza
Exeo 4Q Exeo 3Q Alhambra Toledo 4Q
SEAT
Up! 1Q
Skoda Roomster 1Q Yeti 2Q Superb 2Q Skoda Up! Octavia 4Q Yeti facelift
Fabia 2Q ‘ Superb SW 4Q Rapid 4Q Fabia
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olkswagen Golf SW Tiguan 4Q Scirocco 3Q Polo 2Q Polo Van2Q| NMS (US) 3Q Golf VI 4Q| Golf + Mini MPV Passat Tiguan Polo
Eos 2Q Passat CC 2Q Polo 3-dr 4Q Touareg 2Q VW Up! 4Q Up!5dr |Golf station wagon Touran Taigun
Golf VI 3Q Jetta US Beetle 3Q Passat C shooting brake
Gol (SAm) 3Q Passat 4Q Jetta Q1
Porsche 911 Turbo 2Q| Cayenne f/l 1Q 911 /13Q Cayenne Il 2Q Cayenne H Boxster Q3 Porsche 918 Macan Sedan?
Panamera 30Q 911 (991) 4Q
Hyundai
Verna ix 20 i-30 1Q i-10 ng ix35 ng (SUV)
Santa- i20 ng (HB)
Fe 2Q
[Toyota Prius(HB)
Auris Corrola iQ Verso Yaris Auris | Lexus IS(Sedan)| Aygo(Compact Avensis(Sedan,
HB) Wagon)
Corolla
Avensis Lexus GS RAV4(SUV) Lexus NS Verso(MPV)
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Figure 68. Company by Company average model age in years 2000-2016E

OMPANY OVERVIEW Years
Average Product Age 00A 01A 02A 03A 04A 05A 06A 07A 08A 09A 10A 11E 12E 13E 14E 15E 16E
BMW Brand 3.07 3.86 4.68 4.60 3.75 212 2.25 2.80 371 4.43 433 3.15 1.48 2.24 2.62 3.03 345
BMW Mini 0.00 0.50 1.38 2.38 3.38 4.38 3.94 0.62 1.63 2.62 342 375 4.15 4.07 1.64 1.83 2.09
BMW Group 3.07 371 4.12 4.19 3.69 2.49 2.50 242 3.34 4.07 4.15 3.28 2.01 2.61 243 2.78 3.18
Mercedes-Benz 3.13 3.82 3.52 3.89 3.65 3.62 2.89 253 3.20 2.96 3.66 4.03 349 2.67 2.36 2.89 3.06
smart 1.63 2.62 3.62 4.19 3.80 4.52 5.78 0.47 1.38 2.38 3.38 4.38 5.38 6.38 5.40 0.79 1.82
Mercedes-Benz Cars 297 3.70 3.53 3.92 3.67 3.74 3.20 2.33 3.00 2.89 3.63 4.07 3.66 2.95 2.56 2.64 2.90
Fiat Brand 2.29 2.88 3.06 372 361 3.52 2.82 2.85 3.18 4.04 4.47 5.27 3.92 4.27 4.66 4.01 4.14
Alfa Romeo Brand 331 2.56 3.22 4.16 4.62 5.37 3.12 3.84 4.17 3.00 2.73 213 2.89 3.77 4.73 4.78 4.27
Lancia Brand 3.55 4.58 5.45 2.23 1.66 2.78 3.67 4.63 5.06 541 6.43 3.66 3.27 311 3.13 4.13 5.13
Fiat Group 2.28 2.68 2.88 3.22 3.12 3.18 257 2.73 3.05 3.79 4.16 4.39 3.45 3.81 4.17 3.68 3.77
Ford group 3.37 3.70 2.83 3.34 3.44 3.00 3.29 3.39 3.37 2.55 340 2.61 3,57 4.12 3.82 2.97 2.89
Volvo Brand 3.52 391 4.77 4.32 351 4.39 5.32 3.97 3.18 3.67 441 4.13 453 3.16 3.03 3.89 4.67
Opel Brand 3.37 2.55 2.63 2.86 253 2.73 2.89 2.97 3.28 343 2.82 352 4.13 2.85 3.05 3.00 2.72
GM Group 4.60 3.20 2.90 2.89 2.52 2.61 2.76 2.84 3.20 3.37 2.95 3.32 3.93 2.85 3.07 3.18 3.06
Citroen Brand 4.07 4.16 413 4.05 4.30 4.46 431 4.35 3.24 347 2.81 2.90 3.64 411 3.53 3.73 411
Peugeot Brand 4.35 3.83 3.64 4.33 453 4.68 3.29 240 2.09 2.70 3.34 3.92 381 3.29 311 2.67 2.86
PSA Peugeot Citroen Group 4.24 3.97 3.85 4.20 4.43 4.58 3.76 3.32 2.63 3.06 3.10 3.44 3.73 3.67 3.30 311 3.38
Nissan 4.94 4.22 5.39 3.49 4.28 4.72 4.55 3.63 4.59 248 2.81 2.98 4.00 4.68 347 3.30 373
Dacia 0.00 0.00 0.00 0.00 0.00 212 313 1.69 1.76 1.95 2.16 2.20 2.79 1.22 1.79 2.39 3.38
Nissan 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Renault 3.86 4.10 4.62 3.94 3.79 3.73 3.75 4.01 3.38 2.94 335 4.24 4.59 3.16 3.00 2.73 3.52
Renault Group 3.86 4.10 4.62 3.94 3.79 3.72 3.74 3.90 3.27 2.80 3.18 3.93 4.28 2.67 2.67 2.66 349
Audi 3.62 2,61 3.33 3.13 2.33 3.17 3.74 3.77 2.72 337 3.78 4.36 2.80 3.17 291 3.04 2.38
Seat 4.16 4.90 2.03 2.87 3.32 2.97 3.15 3.86 2.67 2.37 3.14 4.01 4.18 2.99 351 2.56 2.58
Skoda 3.12 291 3.74 4.66 411 3.12 3.97 2.27 2.49 2.99 381 4.75 4.73 3.29 1.87 231 3.58
Porsche 321 4.18 5.00 4.14 3.00 1.44 2.05 3.17 4.19 4.92 2.98 2.66 231 2.48 2.89 3.15 3.02
Volkswagen Brand 4.12 4.46 4.47 3.83 2.59 2.02 2.76 3.76 4.20 2.48 1.67 2.45 3.02 2.99 2.66 2.66 3.59

olkswagen Group Ex- Porsche 3.97 4.05 3.84 3.62 2.77 2.48 3.12 3.62 3.53 271 2.52 3.27 3.27 3.07 271 271 321
Volkswagen/Porsche Group 3.96 4.05 3.85 3.63 2.77 2.46 3.11 3.61 3.54 2.73 2.53 3.27 3.26 3.06 2.71 2.71 3.21
Jaguar 231 2.19 2.38 2.62 3.61 4.56 4.95 5.77 3.26 3.75 2.60 3.35 4.38 4.38 4.54 3.87 3.68
Land Rover 5.70 6.60 7.08 8.13 7.69 5.75 541 4.14 5.81 6.66 6.31 6.67 5.35 4.65 5.11 3.84 3.53
Tata 4.67 5.10 5.29 6.08 5.95 5.22 5.15 4.48 4.92 5.59 5.28 5.92 5.16 4.60 4.97 3.84 3.58
Industry Average, Volume Makes 35 35 33 3.2 3.2 3.2 31 2.8 2.9 3.3 35 3.2 29 2.7 2.9 3.0 3.2
Industry Average, Upscale Group 4.0 3.9 3.5 3.3 3.3 3.3 3.5 3.8 4.0 3.7 2.9 2.9 3.0 3.1 3.2 3.3 3.4
Industry Average 36 36 34 32 32 32 31 3.0 31 34 34 31 3.0 2.8 3.0 31 32

Source: Company Reports, Citi Research
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