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Overview on Luxury Auto Market

The growth rate of the Chinese luxury auto market has been volatile

over the past decade.

In the first half of 2011, development of the luxury auto market was on a
fast track before it slowed down from July. In short term, if the influence
of debt crisis in Europe continues to spread, macro economic regulation
of China remains in full swing, monetary policy of the central bank of
China stays consistent, and private loan issues remain unsolved, the
confidence and the purchasing power of the high and mid-class
consumers will be affected, so will be China’s import auto market and
the luxury auto market. That’s why great attention needs to be paid

within the auto business circle.

In the long run, driven by five factors including consumption upgrade,
the luxury auto market will keep a high growth rate to outrun the overall
development of passenger vehicle market. Looking from vehicle types,
entry-level luxury auto segment will embrace a great development
within a short period of time; A-level luxury auto market just started its
first step while B-level auto market will enjoy greater potential in its

development.

At the end of last year, international automobile companies mapped out
progressive strategies for this year based on the experience of 2010 auto
market. In this situation, there could be risks of slowdown in the luxury
auto market by the end of 2011.
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OUTLOOK ON CHINA'S
LUXURY AUTO MARKET

1. Historical Development Tendency: Over the past decade, growth
rate of China’s luxury auto market experienced ups and downs on
the basis of a generally up trend

Growth Rate of Chinese Luxury Auto Market
(2002-2011 H1)
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international
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The luxury brands include: BMW, Benz, Audi, Lexus, Acura, Infiniti, Volvo,
Porsche, Jaguar, Land Rover, etc.

Data source: State Information Center
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2. Import/Domestic Ratio: The proportion of imported luxury
vehicles increased in 2011, taking up nearly 60% in the first half
of the year

Variations of market shares
of Chinese domestic/import luxury vehicles
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60% - Import Luxury

50% - Vehicles
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Luxury Vehicles

30% -

20%

10% A

0% T T T T
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Data Source: Chinese Import Auto Market Database
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3. Models: Luxury SUV become vitally important for all luxury
brands

® The share of luxury SUV in luxury auto market has been in constant
growth, reaching 30% in the first half of the year.

® In 2005-2010, the number of luxury SUV increased by 70% annually.

35% - Variations of market shares of China’s Luxury SUV
30%
30% -
26%

25%
20% | 19% 19%
16%
15% -

10% 1%

10% -

5% A

O% T T T T T T 1
2005 2006 2007 2008 2009 2010 2011 H1

Data Source: Chinese Import Auto Market Database
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4. Discounts at the Retail End: The constant rise of average discount
level at the import luxury auto market (in spite of the overcharge
phenomenon among some SUVs) reflected the sales pressure at the

retailing market

® Looking at different models, discount for CAR and MPV continued to
increase in September while SUV, however, was hot selling despite
overcharges. Some overcharged amount even experienced a month-on-

month increase.

Index of retailing discount for CATC’s import vehicles

>

0.5 A

- 9sealdap,
junodsig
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asealoul
unoosiq

¢
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-15 -

Data Source: Chinese Import Auto Market Database
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5. Market growth: After rapid growth in the first half of 2011, the
luxury auto market dropped from July to September, and in October it
has increased by 55% year-on-year.

® |n October, the overall sales volume of the luxury auto amounted to 67,060,
with 55.13% year-on-year increase and 2.60% month-on-month decrease.
The overall sales volume of the passenger vehicle in October amounted to
1,220,800, with 1.42% year-on-year increase and 7.48% month-on-month
decrease. The luxury auto market was higher than the overall level of the
auto market.

Monthly Growth Rate in China’s Luxury Auto Market
from 2009 to 2011
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Data source: Internal Data of CAM, Non-registered Data
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Of which, the import luxury auto is in consistent with the overall
tendency, the sales volume of the import luxury auto in October
amounted to 27,398, with year-on-year increase of 51.17%.

Monthly Growth Rate in China’s Luxury Auto Market
from 2009 to 2011
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Data source: Chinese Import Auto Market Database
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1. Macro-GDP: Macro-economy developed by 9.1% in the third
quarter at a speed under expectation; the growth in the first three
quarters slowed down quarter by quarter

13%

12%

11%

10%

9%

8%

7%

GDP Growth by Quarter in 2010-2011

11.9%

0,
Q3% 0 9.8% 9.7%

9.1%

2010 Q1

T T T T T T 1

2010 Q2 2010Q3 2010Q4 2011Q1 2011 Q2 2011Q3

Data Source: National Bureau of Statistics
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1. Macro Economy — Monetary Policy: The effect of monetary policy
started to show up in the third quarter, and will be fully exerted in the
fourth quarter

» Usually the effect of macro regulation policy lags for three
or four quarters. Therefore the effect of the monetary
policy is expected to show up in the third quarter this year
and will reach the peak in the fourth quarter.

In February 8, 2011, Central Bank announced to raise the
benchmark rate for deposit and loan by 0.25%. This is the
first time of interest rate rise in 2011, and the third time within

Raise interest
1 4 months since October 2010.

rate 3 times in

2011
In April 5, 2011, Central Bank announced to raise the
benchmark rate for deposit and loan by 0.25%. This is the
second time of interest rate rise in 2011.
In July 6, 2011, Central Bank announced to raise the
benchmark rate for deposit and loan by 0.25%. This is the
third time of interest rate rise in 2011.
Raise bank reserve 3 Broaden the range of
requirement ratio for 6 reserve requirement
times in 2011 Main Content: in August 27, Central Bank
YPT— proadened thg range for'dfeposit reserve and
Date of La;g;;;:nii:zal Small Financial |nclud9d marginal d'ep'03|t into payment range of
Announcement Institutions deposit reserve. This is a part of dynamic
Raised by Raised by regulation mechanism of reserve requirement by
June 14, 2011 0.50% 0.50% Central Bank, which is seen by the industry as a
May 12, 2011 0.50% 0.50% new measure to tighten the monetary policy for

April 16, 2011 0.50% 0.50% inflation.

March 18, 2011 0.50% 0.50% Policy Effect: Effect of such a policy of broadening
February 18, 2011 0.50% 0.50% the reserve base by Central Bank is equal to that
January 14, 2011 0.50% 0.50% of raising the existing reserve requirement ratio by

130 base points (1.3%).
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1. Macro Economy — Monetary Policy: In September, newly increased
loans were 470 billion, and the broad money (M2) increased by 13.0%,
both of which hit record low, showing the situation of tight funding
caused by macro regulation

» The on-going anemic funding significantly increased the financing
costs, especially for small and medium sized enterprises (SMEs),
resulting in widespread business failure in Zhejiang province and
the breakdown of capital chains and even the fleeing of indebted
enterprise bosses.

Growing Speed of Newly Increased Loans and Broad Money (M2)
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Data Source: National Bureau of Statistics
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1. Macro Economy — Monetary Policy: Compared with the macro
regulation in 2004 when broad money (M2) hit record low in the
second half year, the tension of funding this year is similar to the
situation in 2004

Growing Speed of Broad Money (M2) in 2004-2007
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18%: h‘:
17%
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15%
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Data Source: National Bureau of Statistics
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1. Macro Situation--Private Investment: In the face of funding difficulty,
private loans of high interest rates appeared, resulting in increased
operating costs for enterprises and crippled purchasing power for
luxury vehicles

® Macro regulation and credit squeeze increased funding difficulties for
enterprises, especially SMEs. Thus private loans of high interest rates
appeared and spread to the whole nation.

® Nowadays, monthly interest rate of private loans, either to person or to
bonding company, are far above 3%. Once the economic environment
changes and the price of house and bulk commaodities drops, risks hidden
behind private loans could erupt.

® In Fact, the crisis of private loans already erupted in Wenzhou. Around Mid-
Autumn Day, some creditworthy and even leading enterprises in Wenzhou
were swept by the “Bankrupt Tides”. These bosses were trapped by lack of
liquidity, unable to pay loans, including some private loans of high interest
rates. Then came the phenomenon of “running away”.

® Influenced by financial crisis in 2008, similar private loans of high interest
rates and bankruptcy of enterprises appeared, leading to a drop in luxury
car market in the fourth quarter.

Monthly Performance of Luxury Brand Car Market in
Guangdong + Fujian + Zhejiang in 2008/2009
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Data Source: Chinese Import Car Market Database
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2. Debt Crisis in Europe: It is the previous financial crisis taking another shape,
spreading from market and enterprise level to governmental level, and highly
likely to the financial level. Because of the inherent defect of the integrated
politics architecture in Europe (contradiction between centralized currency and
decentralized finance), the difficulty of recovery in short term is quite big

O The international financial crisis that started in 2007 stemmed from the
subprime mortgage of private sectors. Landmark event of this stage was
the bankruptcy of Lehman Brothers. The current European debt crisis can
be seen as the second stage of the financial crisis, which spreads from
market and enterprise level to governmental level and the landmark event
is the Greek debt crisis.

O European sovereign debt crisis impels the crisis to a new state: a crisis
evolved from a financial crisis among private sectors to a public fiscal crisis.

D D D D

®In the end of Dec. 2010,

®In Dec. 2009, three ®In Aug. 24, 2010, the three rating agencies ®In October 7, 2011,
rating agencies, Fitch, Standard and Poor downgraded the sovereign credit  Fitch dowgraded the
Governmental Standard and Poor, and downgraded the Irish ratings of Ireland, sovereign credit ratings of
Moody, downgraded the sovereign credit rating, ®Portugal, Greece, and Hungary, two important economic
sovereign credit rating of marking the reburning of the which increased the number of bodies in Europe, Italy and
the crisis-generating debt crisis after six-month of stranded countries and led to a Spain, marking the overall
Greek . effort saving Greek. ferment of the crisis. escalation of E-bond Crisis.

®|n September 2011, Moody downgraded the long-term deposits and
priority debt rating of eight banks in Greece by two ratings; and

. . downgraded the credit ratings of Societe Generale and Credit Agricole
Financial Group. , ,
®|n October 2011, Standard and Poor downgraded the rating of Dexia
Group; Moody downgraded the credit ratings of nine Portuguese
banks; Fitch downgraded the ratings of Landesbank Berlin, Llos Bank,
Royal Bank of Scotland and Swiss Bank Corporation, and involved
seven financial institutes into negative watch;
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2. Debt Crisis in Europe: It largely affected China’s export, one of its
driving force behind economic growth. In September 2011, the growth
of export to US, Japan and Europe dropped sharply

Escalation of European debt crisis:

The economic development of Europe could be further bogged down to a downturn
without strong driving force behind the economic engine. Weak development of the
leading countries such as France and Germany will push Europe deep into
stagnation.

Direct Other Countries:
If US cannot keep down the unemployment rate in
Influence short term, plus the influence of European debt
crisis on US and the world, US could face long-
lasting high unemployment rate and a economic
development rate slower than its potential.

O EU is the largest trade ;
partner of China, and the export Indirect
to Europe takes up 20% of the Influence
total export .

O European debt crisis
decreased the domestic demand
of European countries, bringing
huge pressure to China’s export.

US economic downturn, plus trade protection,
will influence the growth of our export.

And with the macro regulation itself, monetary squeeze, and inflation,
Chinese economy will drop by quarters.
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3. Market Response-Passenger Cars: Macro regulation in 2004 and
financial crisis in 2008 have greatly influenced our passenger vehicle
market, even causing negative growth for some time

Monthly Growth in Chinese Passenger
Vehicle Market in 2004
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Vehicle Market in 2008
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Data Source: Chinese Import Car Market Database
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3. Market Response-Luxury Cars: Compared with the overall
passenger vehicle market, the luxury car market, influenced by macro
regulation and financial crisis, experienced even greater volatility in
its growth rate, though there are some lagging effects

GDP Growth Rate in 2004 and 2008
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4. Industrial Policy- National 5: National 5 emission standard shall
be implemented, and risks of National 4 inventories shall be noticed

®National 5 Emission Standard : National 5 emission standard will
probably be implemented in Beijing in July 2012. 4S shops in Beijing shall
notice the risk of National 4 cars in stock.

» In February 14, 2011, the National Environmental Protection Department
publicized the No. 15 Announcement about the national standards of
gasoline and diesel for National 5 cars. It was enacted in May 1, 2011 to
support the implementation of National 5 emission standard.

» National 5 standard is expected to be publicized in the second half of this
year. National 5 standard still uses European 5 standard as a reference.
Relevant work including 3C is expected to be finished in 6-7 months. Thus
under normal circumstances, it will be implemented in Beijing on July 1, 2012
for the earliest time.

» Based on the process of National 4 implementation in Beijing, anyone
concerned should be bracing for the early implementation of the National 5
standard.

Process of Implementation of National
4 Emission Standard in Beijing

v

Notification of implementation of National Implementation of National
4 emission standard in Beijing in 4 emission standard in
February 14 2008 Beijing in March 1 2008

Only 15 days between notification
and implementation

normally, the authentication of National 4
standard needs about four months, which led to
no inventory for selling in Beijing’s car market.
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4. Industrial Policy: Curb SUV and L models via fuel consumption

control

€ Administrative Measures for Fuel Consumption: SUV or “L”-model cars

will be regulated or restrained by the policy.

In the seminar on car situation in the second half the 2011, officials in Industry

Coordination Department of NDRC disclosed relevant policy in favor of energy-

efficient cars:

> the third stage of Administrative Measures for fuel consumption will come out

in recent days, and will be implemented around 2013.

» the “American Sickness” in Chinese car industry shall be avoided, and the

tendency of SUV and lengthened “L"-model cars shall be restrained.

» Restrain policy to import cars will possibly be formulated.

the third stage of
Administrative Measures for

fuel consumption

O average fuel consumption of

enterprises

O separate accounts for import

cars
O 6.9L/100km in 2015
O 6.0L/100km in 2020

SUV—main force in import
cars

O taking up over 50% of
the all models

O the growth rate is
higher than the overall
import vehicle market,
and its leading role has
been constantly
consolidated

tendency of lengthened

“L”-model cars
O Audi: AGL\ABL\A4L
O BMW : 5Ler\7Ler
O Benz: EL-class\SL-

class
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5. Fine Regulation on Macro Policy: Given the dilemma of medium
and small enterprises, in the State Council routine conference,
financial and fiscal policy measures to support the development of
small- and micro-enterprises have been decided

In October 12, Prime Minister Wen Jiabao chaired the State Council routine
conference to decide the financial and fiscal policy measures supporting the
development of small- and micro-enterprises. It is determined in the conference that
the threshold of corporation tax of small-enterprises will be raised, and the policy of
halving corporation tax of small and meager-profit enterprises will be prolonged to
the end of 2015 and the range will be enlarged. And the tolerance for reject ratio of
small-enterprise loans will be appropriately raised.

Financial supporting policy measures:

() Increasing credit support to small- and micro- enterprises

(1) Clearing and rectifying unreasonable charges for financial service in order to reduce
actual costs for financing by the enterprises

(1l1) Broadening the financing channels of small- and micro-enterprises

(IV) Detailing the differentiation monitoring policy of small- and micro-enterprises financial
service, and appropriately raising the tolerance for reject ratio of such enterprise loans
(V) Promoting the reform and development of small financial institutes, and strengthening
the small financial institutes mainly serving for small- and micro- enterprises, communities,
residents and “three rural” market positioning

(VI) Promoting healthy development of private loan at the base of standardized
management and risks prevention

Fiscal Supporting Policy Measures:

(1) Strengthening the support to small- and micro- enterprises taxes, raising their threshold
of value-added taxes and sales taxes, and prolonging the policy of halving corporation taxes
of them to the end of 2015 and broadening the range

(1) Supporting the financial institutes to strengthening financial service for such enterprises,
exempting stamp taxes on loan contract to small enterprises within three years, prolonging
the policy of pretax deducting of loan loss reserves of medium and small enterprises to the
end of 2013, and prolonging the policy of reducing sales taxes by 3% for the qualified rural
financial institutes and insurances to the end of 2015

(111 Enlarging the scale of special funds of medium and small enterprises, and indirectly
supporting small and micro enterprises
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6. Conclusion: The situation in the second half of 2011 may be
influenced by the dual factors of macro regulation and EU debt crisis,
thus the situation of luxury auto market is not optimistic

Macro Regulation EU Debt Crisis
> The effect of raising deposit » The effect of EU debt crisis will
reserves rates and interest not disappear in short term,
rates in macro regulation which will influence the
shows up in the third demand of our export and
quarter and will reach the further influence our economic
peak in the fourth quarter. development.
> As the large drop in export » On the other hand, EU debt
growth, the growth of GDP crisis may spread to financial
will also drop by quarters. area, of which the influence
» Macro-control policies will will be further broadened.
not be changed in short » Though influence on non-EU
term. countries, EU debt crisis
indirectly influences the
tendency of export of China.

As we predict, in short term, especially in the fourth quarter and next
first quarter, luxury auto market will take the risk of large dropping in
growth; especially transnational companies formulating strategies
and plans for the next three years and product structures according
to growth rate of 2010 shall fully consider the risks and make
reasonable planning to avoid larger volatility in the market.
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Five Influencing Factors: The growth potential of future luxury auto
market will maintain a rather high level, and will be higher than the
growth of the passenger vehicle market. Entry-level luxury auto
market will develop rather rapidly

Rapid Growth of Rich People

China will enter
into a period of

Extension of

consumption
upgrading and Driving Force in luxury brand
demand of Future Luxury network
replacing and
renewing Auto Market
Increasing in
. number and
Chinese reducing in price of
consumers prefer Entry-level luxury
high-end product vehicles
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1. Driving by future heavy chemical industrialization, our economy is
still able to achieve rapid development, and the number of rich

people will grow steadily, especially the young gold collars

Investment: Large-Scale
Construction

Consumption: Housing,
Automobiles

VVVYVYYVYYVYY

>

Highways

Railways

Airports

Harbors

Passenger and Cargo Stations
Urban Infrastructures

Large-Scale Construction such as
Cultural Facilities

Construction of Plant Capacity......

having the features of large-scale
investment, long industrial chain, high
processing, many intermediate
products and long time of increase

> Bulk Merchandises such as
housing and automobiles will need
longer time for full popularization.

» International comparison shows
that middle process of
industrialization supported by
construction and auto industry will
take several decades, at least 20

years.
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2. China’s auto market has entered a period of consumption
upgrading and demand of renewing and replacing, upgrading of
models being the tendency, which largely promotes the development
of luxury auto market

According to the research on luxury vehicles users by Sinotrust,
above 70% of the buyers bought cars not for the first time, and the
former cars are mainly the A- or B- level cars of basic brands;

Features of the owned cars Features of the owned cars

 About 70% of the users bought
cars not for the first time

* The former cars are mainly A/B
level cars

» About 90% of the users bought
cars not for the first time
* The former cars are mainly B level

[oAd]-g Aunxn

[oA9]-) Aunxn
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3. Chinese Consumers Preferring High-End Product

China’s luxury consumption has taken up over 25% shares of the
global market, overtaking America, at the second place in world
luxury consumption.

According to prediction of World Luxury Association, in 5 years,
Chinese luxury market will hit 14.6 billion dollars, being the largest
center of luxury trade and consumption in the global.

27.5

25
V-
- 4

World Luxury Association  Academy of Social Sciences
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4. The Constant Import of entry-level luxury vehicles, such as A level,
broadens the range of luxury vehicles consumers

P

BH—RRABATTES BEL
a\

BMW 1 series BMW 1Series Convertible
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The prices of luxury vehicles drops by years, and the market prices of
entry-level luxury vehicles are near to the prices of mainstream B level
vehicles

® The market prices of entry-level luxury vehicles are near the
prices of mainstream B level cars.

® The prices of luxury vehicles drops by years, except in 2009.

Brand Model 0- level Product Terminal Actual
Retail Prices (RMB )
prices of BMW 1 Series  120i (import) 200,000-210,000
entry-level
luxury BMW 3 Series 320i Fashion 270,000-290,000
segment ( BMW-Brilliance)
Mercedes-Benz C-Class C180K 240,000-270,000
Mercedes-Benz B-Class B200 270,000-280,000
Audi A1 A1 Urban 224,800
Audi A3 A3 14T 240,000-260,000
8.7
. 100 r
The width ig
of annual s0 L 33 34 ' 2.8 =
fallen 0.4 :
price of 0.0 1 1 1 1 1 1 1
luxury
. 50 f
vehicles
-100 L 66

2004 2005 2006 2007 2008 2009 2010 2011.1-8

Date Source: Online Car Market
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5. Under the background of westward and moving down of the sales
network, network of luxury vehicles also speeds up its extending in
order to improve the development

Distribution of dealers of luxury auto brands in three tiers

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Il The third tier

1 I']l The second tier

Il The firsttier

MB Dealers Audi Dealers BMW Dealers

Data Source: State Information Center
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OUTLOOK ON CHINA'S
LUXURY AUTO MARKET

To achieve the sales targets, the moving down tendency of sale
network of leading luxury auto companies goes obvious

> At present, there are 200 dealers in China, extending to 250 by the end
of 2011, among which old dealers will be focused and the second,
third, even the fourth tier market will be expanded.

BMW will rate the dealers by A, B, C and D according to the sale
potentials and service capabilities of the 4S dealers, and take a policy of
expansion by several dealers in several cities. The selling point of BMW
is to guarantee the supply of spare and accessory parts and provide
excellent services, and meanwhile set up service agencies in new

markets.
l' » By the end of 2010, there were 166 dealers of MB in China, covering 80
AN cities, and the number of dealers will increase by 25~30 per year in
China.

> Benz-Beijing is rather perspective in network construction, developing
positively the sale network in second and third tier markets.

» The dealers number will increase from 179 to 500, covering the
C@i@ whole nation, focusing on second and third tier cities.
» The development of dealer networks shall meet the requirements
Auoi of increasing sales, and shall also be healthy.

» Lexus has already authorized 103 dealers in China, 66 among
which have already been open, the remaining sale networks will
@ be built up within 2012.
L= 3 The work focus of Lexus is to boost the construction dealer
networks—to boost the construction of dealer networks in second
and third tier markets.
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On the other hand, the new comers of luxury market, such as some
Japanese luxury brands, mainly focus on the first tier cities

> In 2010, Infiniti had 37 authorized dealers in China. In future, the dealer
networks will be broadened from the first tier to the second and third
tier cities, to make sure that there is a dealer or more in every province,
® for the complete layout and reasonable dealer networks are the basic
e of better sales.
> Infiniti expects to have 100 dealers in China in 3-5 years to support its

development in China.

» The target of first stage of Acura is to have 50 dealers layout;
@ » The existing dealers distributes in the cities with stronger consumption

ACURA  capacity, while in future the distribution will move down.

» Presently, Volvo has 117 dealers in China, covering 83 cities. And by

the year of 2015, it will realize a scale of 230 4S dealers.
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OUTLOOK ON CHINA'S
LUXURY AUTO MARKET

Conclusion 1: Ratio of luxury vehicle sales to passenger vehicle sales
increases constantly, but still has a large developing room comparing
to world average level of 10%

6.0%

=== Ratio of Luxury Vehicle to Passenger Vehicle

2002 2003 2004 2005 2006 2007 2008 2009 2010

Data Source: State Information Center
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Conclusion 2: On short terms, the development of A-level luxury
segment just starts, while the growing potential of B-level luxury
segment (BMW 3 Series, Audi A4 and Benz C-Class) is larger

2005 2006 2007 2008 2009 2010

Data Source: State Information Center
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OUTLOOK ON CHINA'S
LUXURY AUTO MARKET

Conclusion 3: In the near future, China will be the largest market of the
global sales of these luxury auto manufacturers

Three Brands Sale Ranking by countries

Audi BMW Benz
Unit 10,000 nit 10,000 Unit 10,000
Germany 22.6 Germany 23.5 Germany | 27.3

China m usa | 22.0 usa | 21.6
usa |10.2 China m China [ @]

uk |[10.0 UK 10.9 UK 75
Global Sales 109.2 Global Sales 122.4 Global Sales 116.8
Ratio of China 20.7% Ratio of China 14.7% Ratio of China 4.8%
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OUTLOOK ON CHINA'S
LUXURY AUTO MARKET

Strategy of Transnational Company—BMW: In 2013 total capacity in
China is expected to reach 300,000 units

Capacity Planning

® |n 2009, BMW Group and Brilliant Auto signed a contract for the second
stage of extension project of BMW-Brilliant. They invested EUR
560,000,000 (RMB 5,000,000,000) to transform the old plants to improve
their capacity to 100,000 units.

® On June 2, 2010, the construction of first stage of BMW new plant in Tiexi
was laid a foundation, estimating 18 months to make the completion.

® On May 10, 2011, BMW Group announced to add its investment to its new
plant in China—BMW-Brilliant Tiexi Plant—by EUR 440,000,000, to EUR
1,000,000,000, and completion and operation would be significantly ahead
of schedule without changing the future designed capacity (200,000 units),
which means by the year of 2013, BMW new plant will produce 200,000
cars, making the total capacity in China up to 300,000 units.

Product Introduction

® Except new 5 Series, BMW-Brilliant will introduce new 3 Series at the end
of 2012.

® Besides, Compact SUV models—X1 will be launched in 2012.

® With the improvement of new plant capacity, more BMW new models will
be introduced into China in the future.

Future Outlook
With the current trend, luxury vehicle sales took up 6% of the market shares in
2010, and will take up 8% in 2011 and 10% in the near future.
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Strategy of Transnational Company—Benz: Total production and
sales will be expected to reach 300,000 units, among which 200,000
units are contributed by Beijing Benz

Capacity Planning

® According to the plan of Daimler, in the aspect of boost in capacity of Beijing Benz,
large capital will be invested to it., which, finally, will double the capacity to 200,000
units.

® On July 92011, BBAC will invest to set up a new engine plan in Beijing economic
development zone in Yizhuang. The investment will be from both Chinese part and
German Part, total as RMB 20,000,000,000, and this is the first engine plant set up out
of Germany by Benz, which will be built up in 2013.

Speeding Up of Localization Strategy

Localization has become a new strength of Benz’s development in China. For this, Benz
has designed a unprecedented strategy valued 3 billion euro. Daimler is considering to set
up two R&D centers respectively in Beijing Benz and Fujian Daimler.

By 2015, the sales ratio of domestic products to import products in China will turn
from 3:7 to 7:3.

Sales Target

According to the plan of Daimler, further localization is the top importance in development
of Benz in China. More clear targets are to increase the LP ratio and the sales of domestic
models, one clear sales target is 300,000 units in China in 2015, among 200,000 units are
contributed by Beijing Benz, and the rest(1/3) is import vehicles. Presently, domestic
vehicles of Daimler only takes up 30%.

Product Introduction

In 2011, new A and B levels were invested, and the first domestic SUV—GLK in 2012.
In 2013, compact SUV will be invested to production in China, which may be BLK model
being developed by Benz.

In 2015, Beijing Benz will introduce platform of three new products, and together with
existing C and E levels, a product lineup of six models will be formed.

Future Outlook

According to the prediction of Benz, the demand for compact luxury auto are increasing
over the world. By the year of 2020, the market of compact luxury auto will increase by
40% on the basis of present situation.
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LUXURY AUTO MARKET

Strategy of Transnational Company—Audi: In 2015, the capacity in
China will reach 700,000 units, and the sales target in China in the next
three years is 1 million units

Product Planning

According to the planning, the capacity of Audi in 2015 will turn from current
300,000 to 700,000 units, manufactured in Changchun and Foshan. In
Changchun, a plant will be adjusted to a complete Audi plant, of which capacity
will turn from 300,000 to 450,000 units, and the capacity of plants in Foshan is
planned to reach 250,000 units.

Sales Target

Audi announced 1 million sales target in China in the next three years.
Strategy of Boosting Import Cars

In the first 7 months in 2011, the import product sales exceeded the sales of last
year, and will continue its growth rate of 100%.

In recent years, Audi will speed up in the import vehicles to boost the sales of
import vehicles, and bring its all-series products into Chinese market before 2015.
Product Introduction

The commitment of bring all-series products into Chinese market before 2015 by
Audi will be not changed.

Introduce the luxury vehicles into the second and third tier cities: it is necessary
to prepare some models for such cities, and create some on the basis of existing

models to meet the requirements.
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Strategy of Transnational Company—Volvo: In 2015, the sales in
China will reach 200,000 units

Production Planning

® According to the planning, it is able to build up and put into operation in China;
Volvo Chengdu Base is invested by RMB 5.4 billion, with an annual
capacity of 100,000 units;

® Two production bases in Chengdu and Daqing and a headquarter base in
Shanghai;

® 2013 Chengdu Base is in process of examination and approval, planned to put
into operation in 2013;

Sales Target

The targets are 200,000 units and take up 20% market share of China’s

luxury auto market in 2015.

Product Introduction

® By the end of 2011, V60 and S60 Travel will be introduced;

® [n 2013 and 2014, two models will be invested, the R&D work of which has
been transferred to Shanghai R&D center.

Network Planning

Presently, Volvo has 117 dealers in China, covering 83 cities, and in 2015, Volvo

will realize a scale of 250 4S dealers.
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