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LAM Automotive Market OEMs
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Uruguay 17 new OEM sites since 1996
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Production 2010: 4.322 tsd
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2-Wheelers OEM Plants

New Comers
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Sales 2010: 1,8 million units
(engine <150c.c.)
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Mercosul Vehicles Production (LV+HCV)
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Mercosul LV Sales Market Share — YTD 06.11

2.030 tsd units & (¥) = e ¥ oOthers (0,9%)
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@ Mercedez Benz (0,7%)
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The Big Four:
2005 = 79%
YTD 06.11 = 69%

@» KIA (2,1%)

Source : Anfavea & Acara
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BraZ|I|an Investments Events
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Growth Acceleratlon Program

Major investment until 2020
Energy 713 Bill € Construction 1.700 Bill € Infrastructure 423 Bill €

U Ethanol mills U Houses U Water supply

U Bio-diesel U Buildings U Airport and Seaport
U CNG / Electricity U Private investments U Railway and roads
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Automoti ve sector |l nhvest:H

* new sites

* production capacity
* product portfolio
* generation update
» technology increase

OEMs 21 bill USD
Autoparts 5 bill USD
Total 26 bill USD

»~ BilUSD o
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Main Automotive Market Economic Drivers

Vehicles / 100 Inhabitants Vehicle Payment Terms
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Source: Brazilian O M s Union (Anf avea) Source:ANEF
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o " |
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Source: Brazilian OEM s Union (Anfavea) Source: FGV, IBGE
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Main characteristics of OEMSs in Mercosul

» Local purchase decision with strong headquarter alignment

» Center of development and engineering for local and global projects
« Compact cars (small engine displacement)

» Flex-Fuel engines (alternative fuels: ethanol, bio-diesel, CNG)

» Global platforms

» 3 Years Warranty

* Low service costs

* High local content => Localization as a competitiveness differentiation
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Technology Market Trends
~ Comfort

Park pilot

New legislation - Power steering = Biodiesel
from 2014 on:

ABS
Air Bag

Tracking system for
security and traffic
flow 4l ¢ Connectivity

Power windows = Diesel-Ethanol Flex
Air conditioning - Diesel-Gas
Rain sensor = Diesel Euro 5 (2012)

Twilight sensor = Gas./Ethanol PL6
(2014)

CO? tax legislatio
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Cold start system

> 1.4L engines
Turbo for LPV
StartStop system
2-wheelers FlexFuel
Autom. transmission

FF direct injection
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Greenhouse Gas (GHG) Emissions by Fuel

. . . Fuel Cell
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Diesel Gasoline Natural Gas LPG Ethanol Biodiesel  Hydrogen
(CNG 200 bar) Sugarcane* (FAME)  (CGH2 700bar)
Fuel Cell
Diesel: Dir. Inj. 2010 w/ Diesel Particulate Filter Et(i:flrr;]ol
Gasoline: Dir. Inj. 2010
CNG: Port Inj. Spark Ign. dedicated 2010 EU-Mix B GHG local ,,Tank to wheel“
LPG: Port Inj. Spark Ign. 2010 «
Ethanol Corn: Port Inj. Spark Ign. 2010 v O GHG ,well to tank
Ethanol Sugarcane: Port Inj Spak Ing. E200 T O GHG global ,,Well to wheel*
Biodiesel (FAME):  Dir. Inj. 2010 w/ Diesel Particulate Filter
Hydrogen CGH,: Fuel Cell, wood, central gasification, pipe transport
125 £ Bosch Source: BOSCH; 2004, EUCAR (European Council for Automotive R&D)
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Brazilian Sales — Otto Engines
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Practically all OEMs offer Flex Fuel engines in the Brazilian market
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Auto Parts Segment in Brazill

o % SINDIPECAS .
Associated 504 companies

J[‘g Industrial Park| 741 plants, 43 companies tier 1

/ ® Revenues 86.4 bill BRL/49.8 bill USD

Exports| 9.6 bill USD to over 170 countries

Investments 1.5 bill USD
Number of

employees 224,000 employees
Dec/10

Source: Sindipecas Base 2010
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Challenges

A
- N

Market Structure Technology
* Newcomers and Asian auto- e Labor charges * Innovation
parts * Raw-material costs » CO2 Reduction
» Competitiveness * Lack of infrastructure » Development resources
* Production scale (high * Fiscal policy and costs
number of platforms) * Inefficient investments
» Strong local currency (BRL) » Gap of human qualification

» Expensive logistics
* Asymmetry in import duties
» Complex tax system
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Vehicle price In Bra2|l compared to other countrles

Brazil

Eederal s ol - e
Taxes ~ Price w/o taxes
- 30% '

South Africa  Germany India France Argentina England
AVERAGE
USD 37.897% USD 32.681 m USD 32.084% USD 30.181 ¥ USD 28.142
Chile  South Korea  Mexico China RETET USD 29.560
USD 26.981%_USD 24.606% USD 24.006 m m m
Resource: Epoca May/2010 Considered exchange-rate BRL/USD 1,55
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Exchange Rate and Inflation (IGP-M)

Main challenge for competitiveness
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Competitiveness - Social security and employment charges

Social security and Labor increase vs inflation
employment charges (in % - INPC)
EUA i 9.0 111 miaborincrease Winflation 1%

Coréia do Sul 11,5

Japao 11,8
China 15,0

india
Uruguai 48,1
Italia 51,3
México 51,9
Irlanda 56,0

Inglaterra 58,8

60,0

Argentina
2004 2005 2006 2007 2008 2009 2010
Franca 79,7
Increase over 3,6% 3,0% 2,0% 2,5% 3,6% 2,0% 4,5%
Brasil 102,4 inflation
0 20 40 60 80 100 120 Cumulated increase (04-10) = 23,2%
% | h
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Offer vs. Demand of technical engineers in Brazil

GDP
1200 growth
Tsd 7%
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Source: IPEA 2010
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Although there are many challenges to be
overcome, Brazil is the main driver of Latin
Ameri ca’s economy and ar
worldwide.
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