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South America is one of the strategic

markets for the ZF Group

ZF Group USD 17,3 Billion 64.600 117 production plants
(2010) Turnover Employees P P
ZF South America USD 1,1 Billion 5.700 5 production plants
(2010) Turnover Employees P g

Argentina
1 plant

ZF South America sales by segment (2010)
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Update: February/11 Source: Controlling ZF South America (ZF LS 50%) - * End of 2010



Strong growth in South America and
yet more to come...

10/06 Sales (Million USD) 15/10
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Market Market
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*Total vehicle production (units)



... supported by strong ZF investment in the
Region

ZFSA Accumulated Investments — USD Million
308 Product_lon
Capacity
238
Quality
Update product
portfolio
Last 5 years - 2006-2010 Next 5 years - 2011-2015
Update: May /11

Source: ZF South America Controlling — BP 11/10 ** Others: Investments in productivity gains, quality improvement, infra-structure, etc.
LS ( 50%)



@ ZF production portfolio in South America comprises
nearly 100% of ZF Group product range
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Update: July
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Nearly all major OEMs are a ZF
customer
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ZF i1s market leader in all major
product segments
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Whatinakes South
Americaattractive?

Mature market — €lose to8Q years of histor
still strong growthrahead™ @
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Light vehicle sales doubled in 10
years.

Light vehicle registration - Brazil
Million units

CAGR
(2000-2010)

8,9%

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

In 2011, market is increasing more slowly

Source: Fenabrave



Trucks and buses sales also boomed
In past decade driven by economy

Commercial vehicle registration - Brazil
Thousand units

194

CAGR
(2000-2010)

9,7%

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Sales are still strong, but show an accommodation;

In 2nd half 2011, Euro V introduction in 2012 will drive
pre-buy

Source: Fenabrave



Brazil is currently the 4t major player in
auto sales and ranks 6™ in production

2010 Vehicle Production Worldwide — million units
(Cars + Commercial Vehicle)
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What is driving :f-l..,

market growth?




Unemployment in Brazil is lower than
ever and Is expected to remain like this

Unemployment (%) Income - BRL thousand
Average Average (without inflation)
L5 161610 - all

2002
2003
2004
2005
2006
2007
2008
2009
2010
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

...which is changing socio-economic distribution and introducing many new
customers to consumption market

Social-economic class distribution Monthly Income per class
AB Class — over BRL
2008 AB C D E - 4.807,00
10,5% PP 24,4% 16,0% C Class — between

1.115,00 to 4.807,00
D Class — between
2015* C D 804,00 to 1.114,00
15,6% 56,5% 19,9% 8,0% I E Class - up to BRL
803,00

Source: IBGE, Bradesco, FGV and ZF Market Intelligence




Economic development improved

Inflation is definitely under control (pca, % ...and credit is increasing very strongly
per year) (total credit concessions, billion BRL)

M
\916%

4/3% % 9% 0 30/ %

1990 2000 2010 2000 2010

135% 152% 49%

Source: IBGE, BCB and Fenabrave




@ This iIs why so many companies are investing in

HYUNDAI CHERY TOYOTA
New plant New plant New plant
New engine
New plant New plant plant

Additional capacity:
1,6 million vehicles

Total investments:

USD 15 billion

South America: close to USD 20 bi up to 2015

Light vehicles Commercial vehicles

DAFE Nc 2
New plant New plant
Mercedes-Benz HYUNDAI
New plant New plant

Additional capacity:
70 thousand vehicles

Total investments:

USD 2,5 hillion






Volumes will continue to grow

Light Vehicles Commercial Vehicles
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C Segment
Toyota Corolla

B Segment
VW Gol

A Segment
Fiat Uno

Entry level B class PC buyers tend to
migrate to A class...

With income increase and better credit conditions
consumers buying B class cars will choose higher value
added vehicles

Light Vehicle Production — South America
Share by segment

15% 17% 5qo, 16% 15% 16% 17% 17% 16% 15% 15%

Il D Segment

[ ] C Segment

62% 61% 61%
%

78% 76% 710, 4% 4% 72% 73% ea% [] B Segment

[ A Segment

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Anfavea, Adefa and ZF market projections



.supported by new launches

expected in A and B segments
A-Segment

Fiat City

Ford Ka

SOP: 2014
Avg Prod: 160k

SOP: 2013
Avg Prod: 130k

~ SOP: 2014
#3® Avg Prod: 150k

SOP: 2013
Avg Prod: 150k

SOP: 2012
Avg Prod: 180k

SOP: 2013 SOP: 2012
Avg Prod: 100k Avg Prod: 125k

Source: Procast


http://uolcarros.blogosfera.uol.com.br/files/2011/03/cobalt_frente.jpg

A and B domain local market, accounting for

84% of production; it is 9% of NA production

Light vehicle production by segment — South America and North America (2011)

A Segment
Fiat Uno

South America

North America 8%

A Segment B Segment
Fiat 500 Ford Fiesta

n\

Source: ZF market projections

B Segment
VW Gol

C Segment
Honda Civic

C Segment
Toyota Corolla

16%

D and E Segment
Toyota C

amry




Light vehicle: onboard technology is
iIncreasing but still far behind US and Europe

Both due to market demand...

Steering Air-conditioning Transmissions
65% 80% DCT/CVT
4%  AMT
53% 3%
56%
AT
2010 2015 2010 2015 2010 2015

...and to legislation requirements
ABS Airbags

6%

2010 2014 2010 2014

Source: Bosch and ZF market intelligence






New downtown traffic restriction will
force growth of light trucks

Truck production share by segment

27%|  30%

27%
31% °| 133%| |3606| [35%| [36%]| [35%

68%| [ Truck > 16 ton

33% [ 33%

34% [l 35%

14%

11%
11% 9% 9% 9% 9%

3205 [ Truck < 16 ton
21%| 24% | |2206| |26%| |2206| |2106| [219%| [22%| [23%| [24% ’
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2007
2008
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2011
2012
2013

[ 1 GCVW >40ton
BT GCVW 16.1 — 40 tonnes
[ 1 GVW10.1 - 16 tonnes

[ 1 GVW: 3.51-10tonnes

Source: Anfavea



Automated transmission (AMT) is growing
fast in South America in heavy trucks

Heavy truck production by transmission type
South America

13%
al1-1-1-1-]

87%
C1 [ 83% | | 79% | | 779 | | 75% | | 7404

EAMT

72% aoMT

2009 2010 2011 2012 2013 2014 2015

60% of Volvo’s heavy trucks is AMT
100% of the Stralis 460 hps is AMT




MAN/Volkswagen launched in Brazil the
first urban bus equipped with AMT

Unique application in the world

South America project

By the end of 2011, around 2.000 buses
will be sold




Class 8: OEMs are applying top-level
technologies to the trucks

Trucks are getting more sophisticated due to productivity, safety, cost reductions or

legislation requirements

Tracking system

Rain sensor . .
Auto diagnosis

Blind- spot Fuel consumption
sensor monitor
ESP

Retarder ' m

Fuel blocker

Engine break ¥

Electronic engine

up to 700 hp Differential fluid

change indication

Disk brakes

Adjustable
Steering
column

Airbag



R&D In Brazil




Several OEMs have important
development centers in Brazil...

Ford Ecosport

PSA - Porto Real

Fiat Uno

Citroen Airdream

Chev. Meriva



Also In CV business

Iveco — Sete Lagoas

Ford - S. Bernardo VW Constellation

Iveco Vertis _
L MB - S. Bernardo

New Ford Cargo

MB L1620



Customization iIs instrumental due to
local market conditions

100% of gas is E25 and diesel still has 500 — 1800
ppm sulfur

Also, ~90% of the light vehicles are flex-fuel (work
both on gas and sugar cane ethanol)

A good part of the Brazilian streets and roads is in bad
conditions

Vehicles sold in Brazil need to be robust

Brazilian buyers are price sensitive; still 50% of the
light vehicles sold here is equipped with 1.0L engines
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Currency development is favorable to
Imports

BRL Exchange rate

Auto-Parts — Imports and Exports
BRL/USD - Jan-2009 — Jun-2011

Jan 2009- May 2011 (BRL Bi)
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The combination between an appreciated Real and high taxes is impacting on
Brazil’'s competitiveness

Brazil is no longer a low cost country

Source: Central Bank and Booz and CO



Import duty

Up to 21% of import duty for autoparts
and 35% for vehicles. FTA with Mercosur
and Mexico

Labor

Highest labor taxes in the world!
Investments required in education

Lack of skilled labor

What you should keep in mind when
planning to do business in Brazll

Taxes

High taxes in Brazil and the tax system
IS very complex

Logistics

Highly dependent on trucks

Poor road conditions



Challenges

Be competitive despite exchange rate

Find/develop skilled labor

Face open market, which encompass at the same time
right tech and low cost

Engineering for regional needs while integrating global
platforms




Thank you for your Attention!




