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OESA Vision and Mission

Vision

OESA is the preeminent network and leading advocate for original
equipment suppliers in North America, and serves as a trusted
resource to assure a sustainable and viable automotive industry

Mission
OESA advances the business interests of automotive original
equipment suppliers by:
v providing a forum to address issues of common interest
v serving as a resource for industry information and analysis
v promoting the interests of the OE supplier community
v serving as a voice and positive change agent for the industry

OESA has over 440 members and is an affiliate of the Motor & Equipment

Manufacturers Association
7~ N\
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Capacity is Tight: Supplier Break Even Points Can be Tested to

a 12 Million Unit Level - Or a 24% Decline from Forecast

North American Light Duty Sales, Production and Breakeven

25
NA Sales
r'd \ v
nw 15 - :
S NA Production . _
= 12.0 Million Units = B/E
= ' January 2013
10
5 11.0 Million Units = B/E January 2012
10.5 Million Units = B/E January 2011 and July 2011
10.0 Million Units = B/E May 2010
9.5 Million Units = B/E Sept 2009
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Production will increase by 83 percent between 2009 and 2013(using a 15.7 million
projection) while breakeven levels will increase by just 26 percent 7\

Sources: IHS Automotive (June 2012) and 3 m‘ g

January 2013 OESA Automotive Supplier Barometer



The Supply Base Did Take a “Hair Cut” in 2009 and

Bottlenecks Exist Throughout the Supply Chain
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Capacity Utilization data from the
OESA Automotive Supplier
Barometer May 2012:

Supplier Current Running Capacity (85%)
Current + Warm-idled capacity (75%)
Current + Warm + Cold-idled capacity (75%)

‘When asked about utilization rates, the
upper quartile of companies are running at
85%; 89% including their warm and cold-
idled capacity— and this is at a 14.5 million
unit level

-The lower quartile companies are operating
at 75%
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Source: U. S. Federal Reserve Board of Governors 4



The Supply Base will Meet 2013 Production of 15.9 Million Units;

For Suppliers, It Is All About: “How Do We Get There?”

% of respondents indicating ‘yes’

0% 20% 40% 60% 80% 100%
: . . &O%
Production Overtime Premiums B, /P
68%
. - 74%
Skilled Labor Shortages 3 70
Internal Manufacturing Capacity M 61% W 2013

Constraints 2010,2011

m 2012

Outbound-Expedited Freight m 2011

Inbound-Expedited Freight 59% 02010
Component Shortages I 60%

Hourly Labor Shortages

61%

Liquidity Shortages within your

supply base > _
Liquidity Shortages within your own Over the next 3 months, will you face the
company following issues as you meet increased
Liquidity Shortage . levels of production?
2010-2012)
OESA January 2013 Automotive Supplier Barometer No. of Responses = 99-103 V.
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Capacity Increases Have Been Keeping Pace With — Not

Accelerating Ahead — Of the US Production Trend
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Auto Is Global — And While NA Is Strong, For One-Third of OESA

Members European Sales Have Fallen Faster Than NA Has Increased

If yes, what actions are you taking in North America to

respond?
e ﬁ » “Further fixed cost optimization while adding resources
0 388 carefully to our NA expanding business.”

» “Focus on VA/VE, continue to operate with lean
organization.”

» “Expand business with European OEM in NAFTA region.”

» “Maximize productivity, resist price downs from OEMSs.”

» “Re-allocate investment to NA, especially Mexico.”

» “Reduce structural fixed costs during Q4 of 2012 to lower
global break even point.”

» “We are tempering our fixed cost increases in North
America versus what we would normally be doing to
address our growth here. We need to find offsets for the
situation in Europe.”

» “Sourcing more from Europe.”

No. of Responses = 106 7 Deloitte. .- 4



NA Ranks Top With China Regarding Anticipated Revenue Growth

Out Through 2020

Percent of respondents
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

North America
Europe
Japan/Korea
China

South America
Mid-East/Africa

m Significant growth
® Moderate growth
@ Slight growth

@ No change

@ Slight contraction

South Asia
m Moderate contraction

B Significant contraction

North America
Europe
Japan/Korea
China

South America
Mid-East/Africa
South Asia

Comments
» Europe - shift from W Europe to E Europe.
» Facility plans for Europe and AsiaPacific.

Considering your current and future,
incremental customers, select your regional
incremental growth/contraction relative to
revenue through 2019/2020.

» Significant growth is based on a very small base. /7~ \
No. of Responses = 33-76 8 OESA Automotive Supplier Barometer-Dec 2012 m
Published in partnership with - Deloitte. LLp N’



Through 2020, NA Remains A High Priority for Production Capacity Growth

Percent of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% m Highest Priority

North America 1% (Rank = 1)

mRank =2

Europe
Japan/Korea BRank = 3
China mRank =4

South America
Mid-East/Africa 3 DRank =5

South Asia BRIz (L7 DT B0 1300 |

mRank =6

Number of respondents

0 10 20 30 40 50 60 70 80 B Lowest Priority

(Rank =7)

North America
Europe
Japan/Korea
China

South America
Mid-East/Africa
South Asia

Considering your required production
capacity needed to meet your
targeted, regional business growth
through 2019/2020, rank 1 through 7
Comments the regions where you will need to

> Japan/Korea - Actually Korea, not Japan Europe - outside of Germany ~ €Xpand capacity.

No. of Responses = 44-75 m

J Deloitte. . » N’




Flexing Up with Additional Shifts and Expansion of Existing

Manufacturing Footprints Are the Suppliers’ Focus

North America Europe Japan/Korea

o Existing facilities with
South America Mid-East/Africa South Asia additional shifts

O Existing facilities with
additional floor space

o New facilities

O Partnerships or Vs

O Cutsource to sub-tier
suppliers

ONot applicable

Where production capacity needs to increase, identify your most
significant strategy to increase production within each region. 7\

OESA Automotive Supplier Barometer-Dec 2012 m

10 Published in partnership with - Deloitte. LLp ) g



Reduce Macro-Economic Growth and Capital Availability Risk and

NA Has Fewer Critical Expansion Hurdles Than Other Regions

North America Japan/Korea China

South Asia
O Macro-economic growth

O Labor availability

O Labor cost

O Inbound/Outbound transportation
[ Capital availability

O Managerial direction/oversight

O Material/sourcing constraints

o Other

growth strategies within each region. 7\

OESA Automotive Supplier Barometer-Dec 2012 m

Published in partnership with - Deloitte. LLp N’
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And NA Has the Same Top Priority for Supply Chain Capability Expansion

Percent of respondents

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% m Highest Priority

North America (Rank =1)
mRank =2
Europe EYERTEL

Japan/Korea et 7% BRank = 3
China mRank =4

South America
Mid-East/Africa DRank =5

South Asia %) 20% 100 | 1100 |

mRank =6

Number of respondents
10 20

B Lowest Priority

3'0 4.0 50 60 70 (Rank = 7)

...........................

North America
Europe
Japan/Korea
China

South America
Mid-East/Africa
South Asia

Considering your required component/systems sourcing
capability needed to'meet your targeted, regional
business growth through 2019/2020, rank 1 through 7
the regions where you will need to expand capacity.
7~ \
No. of Responses = 32-64 m

12 Deloitte. . » N’

Comments
» None provided.



For NA, Supply Base Expansion Will Be More with the Same

North America Europe Japan/Korea China

South America Mid-East/Africa South Asia O Expand business with
current suppliers

O Add supplier count

O Not Applicable

Where production
component/systems sourcing
needs to increase, identify your
most significant strategy to
increase your supply chain
within each region. 77~

OESA Automotive Supplier Barometer-Dec 2012
Published in partnership with - Deloitte. LLp N’
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The Supply Base is Pursuing Many Strategies to be

Resilient through Crises and Global Expansion

What actions and strategies are being taken within your company to mitigate supply chain risk?

Number of respondents
0 10 20 30 40 50

» Regional supply bases are growing
to support the OEMSs global
footprints

Increasing dual sourc :- of materials

Increasing inventor r buffer sto
Validating alternate m terials
Sourcing aterlals/co ponents closer to the point of use

» Regional supply bases are growing
to reduce supply chain risk

» As such, suppliers are looking to
dual source, validate dual materials
A wm—

" Reallocating production within existing supplyl base and increase buffer stocks around
o — the globe

Increasing dual sources of companents

o » However, suppliers are cognizant
_increasing investments in IT systems or technologies not to add redundant costs and

| —— — )
' Validating alternate cdmponents look at the cost/benefit of every
additional dollar of physical or

A —
in disruptions Working capital

Simulating supply chai

*Reevaluating financial stability of specific vendors.
*Collecting more information on manufacturing locations. /_\

No. of Responses = 107 m

14 Deloitte. . » N’




Thank You

Dave Andrea

Senior Vice President, Industry Analysis and Economics
OESA — Original Equipment Suppliers Association

1301 West Long Lake Road

Suite 225

Troy, Michigan 48098

248-430-5954
dandrea@oesa.org




