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AmbherstPartners

Amherst Partners was founded in 1994 to assist
middle-market businesses by providing investment
banking and corporate restructuring services,
delivered by professionals with deep expertise, broad
experience, and proprietary access to a network of

local and global resources.

Amherst Partners delivers comprehensive financial
advisory services to automotive clients across the
supply chain, including Tier | & Il suppliers,
aftermarket component manufacturers, among other

industry service and product providers.

The Amherst team has completed over 100 corporate
finance engagements across the passenger vehicle,
commercial vehicle, and specialty and recreational

vehicle sectors.




A Full Platform for Global Expansion

*The concept of China as merely a low-cost manufacturing location is dated, the
importance of China requires full participation

Leveraging China’'s Growing Capabilities
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International OEMs/Brands Dominate

*The most common entry strategy
for NA suppliers is to follow their
OEM customers (incl. import, million units)

China Passenger Vehicle Sales 2008-20091
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Chinese Local OEMs

=Traditional SOEs (e.g. FAW, SAIC) |(Development Trend of Different OEM Types?
 Early entry in the auto market
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Local OEMSs Are Improving

»|_ocal OEMs strive to close gaps with international brands in area of product
designs and features, technological capabilities, project management, quality,
etc.

Domestic Brands’ Successful Vehicle Models!?
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1. Source: IHS Global Insight 2. A successful vehicle model is defined as a model that sells more than 30,000 units in a year



Complicated and Fragmented Industry

DB @

I\

'.i'.:":.f':?f%gn @“




Complex Internal Structure
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=Complexity of
decision making
process

=Knowing where and
who to access for
new projects



Opportunities for US Suppliers

» Since 2004, no legal restrictions on foreign investment in auto component
sector, investment can be in either JV or WFOE forms. No legal restrictions on
the component procurement by local OEMs

» The localization of car part sourcing by OEMs in China has reached 80%,
driving the growth of large Tier 1 and 2 suppliers

» Chinese OEMSs’ reliance on system integrators and major Tier | suppliers for
key components and technologies

= Despite growth and some consolidation, the component sector remains highly
fragmented



Strengths of US Suppliers

= Prior “homologation”
» Technological and management advantage over Chinese suppliers

» Production quality, R&D capabilities:

 Quality remains a problem in China, and international OEMs are becoming more
concerned about R&D capabilities of their local suppliers

* OEMs want to avoid import / localization cycles: Many new models will be
introduced to the market at faster speed

* OEMs require Chinese suppliers have foreign partners to guarantee long-term R&D
capacity

=Global platform



What to Keep in Mind

= Adaptation/Localization

» Manufacturing processes

* Product design

* Relationship building at multiple levels in various departments and companies
« Relationships with governments

= Human resources

* The right people on the ground
* The war for top talent, especially managers that can bridge the East and West

= Attention and support from the very top at the headquarters
= Culture differences as potential landmines

» Deploy your best in order to succeed in China



Recipe for Success in China

» German engineering and design
» Japanese process management
* American financial management

» Chinese business development

Fusion Food 1?

1. Definition of fusion food: a style of cooking that uses ingredients and techniques from around the world, especially one that combines Eastern
and Western influences



Thank You!
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