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China Automotive Components Outlook

China’s automotive component sector is in the midst of a
massive transformation, a transformation that began with
the opening of China’s industry to foreign investment in
the period from 1985 to 2000, and accelerated with China’s
entry into the World Trade Organization in 2002.

At the heart of the transformation is a blistering demand
for new vehicles and an explosion of investment in local
vehicle production. China vehicle output grew from 2.8
million units in 2002 to 8.2 million units in 2007, making
China the third largest vehicle producing country in the
world.

Spearheading development of China’'s component
industry is the Powerhouse 50, a ranking of companies
identified by J.D. Power and Associates as the fifty leading
component makers in China. The Powerhouse 50 leads
some 5,000 companies active in the China component
sector.

Despite the rapid growth, development of China’s
component sector is in its early stages. Continued growth
in new vehicle demand, arise in production for export and
an increase in the after-market will boost opportunities for
component makers.




J.D. Power and Associates and Automotive Resources Asia through primary and

secondary research identified the Top 50 component companies in China, and mapped

the industry, and projected the outlook through 2014.
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Section | Understand the Territory

Based on its 15 years of experience tracking China, J.D. Power and
Associates offers its perspective on the risky China business
environment

Section Il Government Policy
A focus on the rules that govern China’s automotive industry
development, and the ambiguous nature of the rule making.

Section Il Automotive Market and Production Outlook
Expert analysis of the current trends in vehicle demand, trends in
vehicle production, and the outlook to 2014.

Section IV OEM Outlook

An introduction to the Sino-foreign vehicle manufacturing joint ventures
and the most promising domestic manufacturers, including a by-model
forecast for each company to 2014.

Section V China Component Industry

A in depth look at the structure of China’s component industry: Industry
output, number of companies, country of origin, location by province,
and industry outlook are topics covered.

Section VI China’s Powerhouse 50

A ranking by China- based revenues of the Top 50 component
companies, projections for revenues through 2014 and a mapping of
each company’s China footprint, their products manufactured, and
growth strategies.

Section VII Other Major Component Companies
Beyond the Powerhouse 50 leading companies active in China,
including the China investments for the 100 top global companies not
found in the Powerhouse 50.
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Benchmark your competitors China presence,
products, investment plans, and strategies

Identify estimates of China based revenue in 2006
with projections to 2012

Access production forecast by model of 40 key light
vehicle makers

Understand the impact China has on the performance
of global component companies

Gain a perspective on china business environment
and the overall automotive industry
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GM | GENERAL MOTORS OUTLOOK

COMPANY OVERVIEW

General Motors established a joint venture with Shanghai Automotive Industry Corporation
(SAIC) in 1997, called Shanghai-GM. The company has since grown into one of the most
successful foreign passenger car makers in China — having benefited significantly from the
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COMPANY DETAILS

Sales Forecast

Plant Location

: - . i Share
strong demand growth in China since the early 2000s. i () -
800 - - 3.0% B .
Shanghai-GM began assembling the Buick Regal in late 1998 and the Buick GL8 and Y o - JJ
Chevrolet Sail shortly after. The Cadillac brand was launched in 2005. Shanghai-GM controls 600 - » 0% - n /J!/JJ
three assembly plants in China, in Yantai, Shenyang and Shanghai, while the Spark model is [ em . PA/: Sy ) f
-Wuling’ : 400 - = Vi .
produced at SAIC-Wuling’s plant i ) fr L == -
. . - 1.0% ) - Yfr-, g
The Buick Excelle compact model was launched in 2003, to become the company’'s best- 200 - T LA & :f
selling model with 177,000 produced at the Shanghai plant in 2006. Shanghai-GM’s annual - Jg”/." frf/ /
output is forecast to more than double by 2014, helped also by high volumes of the Lacrosse, 0 A + 0.0% e f:/J
Lova and Aveo models. ‘04 '06 '08 '10 12 ‘14
‘000 Units
GENERAL MOTORS 2005 2006 2007F 2008F 2009F 2010F 2012F 2013F 2014F
LV Production Growth 10.3% 22.2% 15.4% 12.0% 11.8% 11.0% 9.2% 8.5% 8.0% 7.7%
General Motors Production 265 359 457 481 481 551 631 772 846 900 958
SAIC-Wuling 11 27 42 40 40 41 101 174 221 230 243
Spark Guangxi 11 27 42 40 40 41 45 0 0 0 0
Spark Qingdao 0 0 0 0 0 0 57 174 221 230 243
Shanghai-GM 253 332 415 441 441 510 529 599 625 670 715
Aveo Yantai 0 15 17 8 15 32 43 53 59 65 76
Blazer Shenyang 1 0 0 0 0 0 0
Captiva Yantai 0 14 15 17 19 21 24
Century/Regal Shanghai 75 62 35 13 0 0 0 0 0 0 0
CTS Shanghai 0 3 0 0 0 0 0 0 0 0
Epica Yantai 0 25 24 31 37 38 32 47 52 57 62
Epsilon Short Shanghai 0 0 0 0 6 25 39 53 59 64 70
Excelle Shanghai 93 152 177 186 169 16 0 0 0 0 0
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. GENERAL MOTORS 2006 2007F 2008F 2009F 2010F 2011F 2013F 2014F -
Excelle Yantai 0 0 0 0 0 169 166 177 167 171 171
GL8 Shanghai 33 6 0 0 0 0 0 0 0 0 0
GL8 Firstland Shenyang 0 18 40 35 44 42 44 44 44 46 48
Lacrosse (Junyue) Shanghai 0 0 56 71 76 87 89 99 110 121 126
Lova Yantai 0 0 39 74 65 61 63 69 71 ' 84
Park Avenue Shanghai 0 0 0 7 6 6 6 6 7 7
Royaum (China) Shanghai 0 5 0 0 0 0 0 0 0 0
S-10 Shenyang 0 0 0 0 0 0 0 0 0 0
Sail Shanghai 3 0 0 0 0 0 0 0 0 0
Sail Yantai 47 47 27 11 9 12 25 27 29 32 37
SLS Shanghai 0 0 0 5 6 7 7 7 8 8 10
SRX Shanghai 0 1 0 0 0 0 0 0 0 0 0
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Valeo ]

CHINA CONTACT AT-A-GLANCE

COMPANY Valeo Management Services (China)

GLOBAL CHINA

2101 SciTech Tower -
o anlcol el A cnlle SALES (US$ million) 13,200 395
ADDRESS 100004 Beijing
P R China EMPLOYEES 71,000 4,000
TEL/FAX 86 10 6515 0366 86 10 6512 5066 SALES/EMPLOVEE 185,900 98,750
PLANTS 131 15
WEBSITE www.valeo.com

GLOBAL REVENUE OUTLOOK
(US$ million)
Valeo SA employs in excess of 71,000 people across 131 manufacturing facilities worldwide and 1,000 -

generated a turnover of close to € 10 hillion in 2006 (US$ 13.2 billion). The French group
produces a broad range of components and systems, mostly electrical, electro-mechanical and 800 -
electronic systems such as security and locking mechanisms, wiper systems, engine electrics and

electronic management systems, lighting, interior controls and active and passive safety systems. 600 4
It also makes clutches, HVAC and engine cooling systems. 400 4
0 4 T T T T T T

2006 2007 2008 2009 2010 2011 2012

CHINA

Valeo has been operating in China since 1994 and today manufactures a broad range of OE and aftermarket products — mainly for the domestic market. The company intends to produce all of its
mainstream global products in China as it looks to meet the growing requirements of its OE customers in the country. It also plans to focus more effort on exporting its Chinese-made parts to high-cost
markets in Europe and elsewhere. The company employs almost 4,000 people in China and supplies parts to most foreign passenger car manufacturers in the country. In 2006, it generated Rmb3.1
billion (US$ 395 million) in revenues from its Chinese operations.

Valeo’s national headquarters is located in Beijing, which is supported by operational headquarters in Shanghai and Wuxi, in Jiangsu province. It has technical/R&D centres in Wuhan for lighting systems
and in Shenzen for detection systems and switches. The company operates 15 plants in China, located mostly in Shanghai and in nearby Jiangsu province.
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Wiper systems

Taizhou Valeo-Wenling Automotive
Systems Co Ltd

Wiper systems, motors

Valeo Shanghai Electric Motors &
Wipers Syst. Co Ltd

Electrical systems, parts

Valeo Shanghai Automotive
Electrical Systems Co Ltd

Electrical systems, parts

Valeo — Speed Controllers ( Telma)
Plant Co Ltd

Foshan Valeo Ichikoh Auto
Lighting Co Ltd

Switches, ultrasonic systems

_ Valeo Hangsheng Electronics Co Ltd

Hubei Valeo Auto Lighting Co Ltd
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Heilongjiang

Engine cooling systems/parts

Valeo Engine Cooling China Co Ltd

HVAC systems

Valeo Shashi A/C Co Ltd

Compressors

Huada-Zexel Automotive Air
Conditioner Co Ltd

Transmissions

Valeo Automotive Transmissions
Systems (Nanjing) Co Ltd

Security systems

Valeo Automotive Security Systems
(Wuxi) Co Ltd

Clutch systems

Nanjing Valeo Clutch Co Ltd

HVAC systems

Valeo Zexel China Climate Control Co
Ltd

Compressors

Valeo Fawer Compressor —Changchun
Co Ltd
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COMPANY . EQUITY STAFF LOCATION MAIN PRODUCTS
1 Valeo Zexel China Climate Control Co Ltd 1994 36.5 235 Jilin HVAC systems
2 Valeo Shashi A/C Co Ltd 1994 55 265 Shashi HVAC systems
3 'cl':iizhou Valeo-Wenling Automotive Systems 1994 55 338 Wenling Wiper systems
4 Hubei Valeo Auto Lighting Co Ltd 1995 100 600 Hubei Lighting
5 Etléada-Zexel Automotive Air Conditioner Co 1996 30 168 Hunan Compressors
6 \S/;alls?grr?;?:r;gr’?di BT 1 Bl @ U TEEmE 1996 55 226 Shanghai Wiper systems, motors
7 \s/;lls?gr::gr:)gt%i Automotive Electrical 1996 50 782 Shanghai Electrical systems, parts
8 Valeo Engine Cooling China Co Ltd N/A N/A N/A Shashi Engine cooling systems/parts
9 Nanjing Valeo Clutch Co Ltd 1997 55 N/A Jiangsu Clutch systems
10 Xﬁ;ﬁ%‘;tggﬁge HETETIERETS EYSiEis 1997 70 172 Jiangsu Transmissions
11 |\_/t?:||eo Fawer Compressor -Changchun Co 2005 60 320 Jilin Compressors
12 Valeo Hangsheng Electronics Co Ltd 2005 75 N/A Shenzhen Switches, ultrasonic systems
13 Valeo — Speed Controllers ( Telma) Plant 2005 70 24 Shanghai Electrical systems, parts
14 \éilfj dAutomotive SO SRS () 2005 100 400 Jiangsu Security systems
15 Foshan Valeo Ichikoh Auto Lighting Co Ltd 2007 50 400 Guangdong Lighting

© 2007 J.D. Power and Associates, The McGraw-Hill Companies, Inc. All Rights Reserved.



VALEO — CHINA OUTLOOK

MAIN CUSTOMERS

Valeo’s long-standing presence in China has allowed it to develop a broad OE customer base and an expanding aftermarket business in the country. Its top five OE customers, Volkswagen
Changchun, Volkswagen Shanghai, Guangzhou Peugeot, Guangzhou Nissan, and Shanghai GM, account for around 45% of revenues.

MAIN COMPETITORS

Given its broad product range, Valeo competitors are numerous:

» Safety systems: TRW, Autoliv and Delphi

« Engine electrics and electronics: Denso, Bosch, Siemens VDO, Hella, Hitachi, Delphi, Visteon and Continental;
« Lighting: Hella, Koito, Visteon, Stanley Electric and Magneti Marelli;
* HVAC and engine cooling systems: Denso, Calsonic, Visteon, Delphi, Sanden and Behr.

NEW INVESTMENTS

A joint 50:50 joint venture with Japan’s Ichiko, called Foshan Valeo Ichiko Auto Light, came on stream in April 2007 making automotive lighting.
Valeo is planning to establish a new wholly-owned engine management systems plant in Wuhan in anticipation of Euro 4 regulations.

Valeo is building a new wholly-owned electrical systems (retarders) factory in Shanghai for a 2008 start-up.

STRATEGY AND OUTLOOK

Valeo has a strong customer-base in China, reflecting the strong European presence in the country’s automotive market. The group has continued to invest heavily in China to stay abreast with the
requirements of the domestic industry and to anticipate forthcoming technology requirements. The company plans to expand its export production to help reduce its global cost-base and help meet its

medium-term target of sourcing up to 70% of its global parts from low-cost countries. A significant part of this will come from China. Overall revenues from its Chinese operations are forecast to reach
US$ 841 million by 2012, based on its current customer profile.
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