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Global Autos: Discerning the Capex Cycle Key Summary
The Global Automobiles industry has faced significant downward pressure on EVA |e In this report we focus on net new
Fundamentals (Figure 1) since aggregate economic profitability rolled over and turned | investment through the EVA-Adjusted

negative in early 2024. All three underlying EVA drivers (Figure 2) have moved PP&E Expenditures and see which
unfavorably over the last five quarters: deteriorating top-line growth that turned | CcOmpanies had been investing before the
negative in Q4 last year, worsening asset efficiency, and a contracting EBITDAR Margin Tariff announcements :':md have a greater
that is currently around the lowest levels since 2020. As a result, EVA Momentum risk of a production mismatch than they

did prior to the announcement on U.S.
. . . 5 10
(incremental EVA growth) has deteriorated to the lowest level since the GFC, at -2.1%. Tariffs. We combine this with looking at

the financial health of the firms through
our Vulnerability measure looking at cash
flow and indebtedness.

Tariff-related uncertainties have dampened the global industry outlook, while EV
price wars in China have threatened to further weaken the industry’s already
pressured Profitability. In this note, we take a bottom-up view to discern how capex
trends are taking shape in the industry. We look at which names have a more
leveraged balance sheet at this stage, reflected by a worse R2 Vulnerability Score
(higher is unfavorable), and whether increased investment has translated into a
recovery in top-line growth so far.

EVA Primer

1. EVA measures the true economic profit of
a business after compensating shareholders
for use of their capital and is therefore

Figure 1: EVA Fundamentals — Global Autos superior to standard accounting measures.
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As seen in the table on the following page, Chinese firms in aggregate have the
strongest returns year-to-date, with the firms also having an attractive average PRVit
Score of 68, driven by strong Risk-Adjusted Profitability. High Quality (P-R) for the
region is supported by a favorable R2 Score, reflecting a relatively strong financial
position for Chinese auto names, on a sales-weighted basis. At a time when growth is
scarce in the industry, investors have broadly favored a Quality-tilt, seeking out EVA
growth at the cost of higher Valuations.
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Autos Industry by Region (Sales-Weighted)

) EVA PP&E TFQ ) " S . Share Price ESG
. EVA Margin PRVit Quality (P- Profitability R2 Valuation
Region %) Momentum  Trend (8 Score R) Score (P)  Vulnerabilit Score (V) Performance Performance

N (%) Qtrs) Y Ytd (%) Score
United States  -1.5% 4% /T @ 37 47 a2 29 2.1% 54.50
Europe -4.6% -4.3% /\/\’ 30 17 26 59 - -2.0% 54.75
China -0.1% 15% T\, 68 60 66 36 45 8.3% 3063
Asia ex China -1.1% -1.6% /‘ﬁ 37 41 50 52 20 -7.8% 43.85

U.S. Automobile Manufacturers

Top-line growth has been pressured for U.S. auto companies over the last two years, but the incumbents (F and GM) have been able
to maintain higher growth than their EV-first counterparts as of the quarter ending March. Both the firms also have a lower Valuation
score at this stage. All firms in the cohort have low to moderate Risk-Adjusted Profitability, with F scoring the highest, supported by a
very low R2 Vulnerability score.

TSLA has seen a slowdown in PP&E investments in the recent quarters at a time when top-line growth has deteriorated to 1%, on a
trailing-four-quarters basis. Even after the reduction in new investment, PP&E as a % of Sales for the firm was significantly higher than
that of GM and F in the latest reported quarter.

GM and F have seen similar trends in PP&E investment, both seeing an increase in the last couple of quarters at a time when Sales
growth has been contracting for 2 years for F. F has been spending around 55% of the level of GM as a percentage of sales, at 4.3%
compared to GM’s 7.8% as of the latest quarter. F is the most attractive U.S. auto manufacturer from a PRVit perspective and has been
the best performer on a YTD basis. The firm has positive EVA Momentum (growth) as of the latest quarter, reflecting positive
incremental value creation and a very low R2 Vulnerability score (lower is better), which exhibits the firm’s favorable financial position.
RIVN has the highest spending on PP&E as a % of Sales, at 25%. EVA Momentum also turned positive for the firm in March.

EVA PP&E TFQ PP&E as % of Sales Growth Sales Growth S Valuatio Share Price ESG
Profitability R2

EVA
kt Ca
P Margin Momentum Trend (8 Sales (TFQ- TFQTrend (8 Rate (TFQ- PRVitScore Quality (P-R) ... nScore Performance Performa
mm) Score (P) Vulnerability
(%) (%) Qtrs) Current) Qtrs) Current) (\%] Ytd (%) nce Score

TESLA INC TSLA 1,194,565 2.7% -2.1% 13.8% 1.0% 35 50 53 -14.2% 60.32

GENERAL MOTORS CO GM 47,923  -2.8% -0.5% 7.8% 7.8% 47 30 44 57 -6.0% 52.50

FORD MOTOR CO F 41,277 -0.2% 0.3% /\\/ 4.3% \\ 2.1% 74 46 51 20 9.4% 54.39
RIVIAN AUTOMOTIVEINC RIVN 16,927 -84.4% 9.9% \'\/ 25.0% L 0.6% _ 20 9.3% 44.98

-8.5% 49 42 26

THOR INDUSTRIES INC THO 4,320 -2.2% -1.1% 1.0% -14.1% 42.42
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European Automobile Manufacturers — Top 10 Largest
Large cap European names (table shown below) have ramped up investments over the last 8 quarters, with the top four firms
investing around 10% of Sales on PP&E within the latest reported quarter.

RACE, the largest European name in the list, has been the strongest performer YTD. The firm has seen an improvement in top-line
growth as of the latest reported quarter after a sustained slowdown since Q3 2023. The firm has maintained a strong EVA Margin
since 2021, and the firm has been investing between 8% to 12% of Sales on an annualized basis.

STLAM IM has seen PP&E investments continue to trend higher, but the firm is yet to see a recovery in EVA Fundamentals, with sales
growth collapsing to -17% as of the quarter ending December 2024. The company has a high R2 Score of 70, reflecting the firm’s
relatively high leverage position.

: Mkt Cap EVA. EVA PP&ETFQ PP&E as % of Sales Growth Sales Growth : : Profitability R2 Valuation Share Price ESG

Ticker Country (i) Margin Momentum Trend (8 Sales (TFQ- TFQTrend (8 Rate(TFQ- PRVitScore Quality (P-R) Score (P) Vulnerability Score (V) Performance Performance
(%) (%) Qtrs) Current) Qtrs) Current) Ytd (%) Score
FERRARI NV RACE Italy 85,316 13.7% 0.8% /\-/\/ 8.7% /\_’ 5.7% 25 35 12.7% 49.84
MERCEDES BENZ GROUP AG -ADR MBGYY Germany 57,461 -5.8% -4.9% /\/\/ 10.8% /\\ -11.1% Bl 20 26 43 5.7% 56.84
BAYERISCHE MOTOREN WERKE AKT BMW GR Germany 56,260 -6.7% -4.6% /\/\/ 9.2% —\ -11.0% 18 - 18 60 4.3% 56.58
VOLKSWAGEN AG -ADR VWAGY Germany 54,793 -5.4% -2.8% M 11.0% /\_‘ -4.6% 29 15 25 64 7.1% 55.30
DRING H CF PORSCHE AG P911 GR Germany 43,892 4.0% -4.1% /\/\/ 4.1% _\/ -0.1% 38 44 55 55} 30 -23.4% 55.04
STELLANTIS NV STLAMIM  Netherlands 29,303 -2.4% -7.6% ff/\ 5.7% f\ -17.2% 33 - 20 70 -23.4% 52.48
RENAULT SA RNO FP France 15,228 -8.8% -2.8% /w‘ 5.0% /\/ 7.4% 24 20 20 57 1.1% 52333}
VOLVO CAR AB PUBL VOLCARBSS Sweden 5,402 0.4% -0.5% /-\/\/ 7.8% /’\\ -2.6% 67 40 48 40 -27.5% 56.29
TRIGANO SA TRI FP France 2,833  4.0% -2.7% M 1.6% /\ -2.9% 56 64 58 52 30 7.0% 28.02

POLESTAR AUTOMOTIVE HOLDING -ADR  PSNY Sweden 2,325 -42.4% -24.8% ,_J 14.3% _/\ -22.8% _ 75 44 4.8%
100
N I RACE is a very high Quality name but at very expensive Valuations,
[ placing it in the ‘Overly Expensive Quality’ HEAT Map zone.
RACE
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VOLCARB SS, RNO FP, MBGYY, BMW GR, STLAM IM, and
70 / VWAGY lie in the ‘Attractive Value’ HEAT Map zone, exhibiting
relatively low Quality but also available at very low Valuations.
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Chinese Automobile Manufacturers — Top 10 Largest

Large cap Chinese firms, on average, look attractive in the PRVit framework (table on the next page) given strong Risk-Adjusted
Profitability, though they trade at a premium level of Valuation. Most firms continue to see strong top-line growth despite some
slowdown over the last few quarters.

1211 HK is an ‘Expensive but Worth It name that has seen an acceleration in Sales growth within the last two quarters. The firm has
observed a downtrend in PP&E investment over the last eight quarters, but it remains at 11.4% of Sales as of the latest reported
quarter, one of the highest in the cohort.

601127 CH has been scaling into prior investment, having seen strong sales growth and a significant improvement in asset efficiency
over the last 2 years. Absolute investment has been trending higher in recent quarters but remains at a lower historic level, around
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3.2% of sales. 1211 HK has a moderate R2 Vulnerability score of 44, with a deterioration in FCF generation, while the balance sheet
has relatively low leverage at 0.2x Total Debt To EBITDAR. 601127 CH, the second largest Chinese auto manufacturer, scores more
favorably on R2 Vulnerability at 18, given its relatively favorable debt position.

EVA EVA PP&ETFQ PP&E as % of Sales Growth Sales Growth Share Price ESG

. ) . Profitability v) Valuation
Margin Momentum Trend (8 Sales (TFQ- TFQTrend (8 Rate(TFQ- PRVitScore Quality (P-R) - Performance Performance
Score (P) Vulnerability Score (V)
(%) (%) Qtrs) Current) Qtrs) Current) Ytd (%) Score

Mkt Cap

Ticker ($mm)

BYD COMPANY LTD 1211HK 150,140 52%  24% T~ 11a% N 333% 67 80 44 68 44.0% 37.79
SERES GROUP CO LTD 601127¢cH 30860 85% 235% N 3% N 1w 70 18 75 2.7% 35.10
LI AUTO INC-ADR u 30774 ag%  27% /N 103 N 133% 55 66 49 63 18.1% 51.15
SAIC MOTOR CORP LTD 6o010acH 26063 26% 07% N\ 24% N\ aeen - 53 a3 20 21.9% 20.16
GREAT WALL MOTOR CO 333K 23132 07%  03% YN~y 2% /N sew 41 46 53 52 12.9% 33555
GEELY AUTOMOBILE HLDGS LTD 175 HK 2660 34%  37% A/ am N\ 30e% 76 52 38 16.2% 53.48
XPENG INC -ADR XPEV 18379 138% 4% N/ 10% T ar9% 18 32 55 77 63.4% 41.94
CHONG QING CHANGANAUTOMOBL  200625CH 14984 2.4%  -18%  /~ 23% / \__  17% 76 69 81 68 49 7.6% 15.03
ANHUI JIANGHUAI AUTOMOBILE 600418CH 11619 -40% -15% \ /  7a% /TN 14w 13 45 45 23 85 21% 13.15
ZHEJIANG LEAPMOTOR TECHNO CO oge3HK  94d6 4s%  7s% ., /0 ee%  N_____  904% 20 53 72 51 83 66.3% 4457
100
601127 CH

. 1211 HK and 601127 CH are the largest firms in the cohort, both
\ located in the ‘Expensive but Worth It’ HEAT Map zone, given

1211 HK|
- . their very strong Quality and relatively expensive Valuations.
70 ~Z 175 HK has strong Quality at attractive Valuation, putting it in the
_ N, | 200625¢n ‘Best of the Best’ HEAT Map zone.
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Asia ex China Automobile Manufacturers — Top 10 Largest

The five largest firms in the cohort have seen a noticeable increase (table on the next page) in absolute PP&E investment over the last
two years, but PP&E investment as a % of Sales ranges between 4% and 7% as of the latest reported quarter, relatively lower than
their peers in other regions. All firms in the list have registered an increase in PP&E, combined with a slowdown in top-line growth
over the same period.

TM has maintained investment around 7% to 9% of sales and has seen an improvement in top-line growth through 2025. MM IN has
been ramping up investment at a time when sales remain relatively strong. However, both firms have a high R2 Score, pulling down
their Risk-Adjusted Profitability, making them unattractive from a PRVit perspective at this stage.

MSIL IN has reduced their incremental PP&E investment as of the latest quarter, after a sustained period of increasing investments.
The firm is yet to see a bottoming out of its decelerating sales growth, with management reducing new investment to protect cash
flow at a time when sales growth improvement is yet to come through. MSIL IN has an attractive R2 Score of 24 (lower is better),
reflecting the firm’s relatively favorable debt position.
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EVA EVA PP&ETFQ PP&E as % of Sales Growth Sales Growth Share Price ESG

. Marginhv ( les ( ( ( Vi lity (P-R) Profitability R2 Valuation
icker Countr: argin Momentum Trend (8 Sales (TFQ- TFQTrend (8 Rate (TFQ- PRVitScore Quality (P-R|
v v Score (P) Vulnerability Score (V)

(%) (%) Qtrs) Current) Qtrs) Current) Ytd (%) e Score

Performance Performanc

TOYOTA MOTOR CORP -ADR ™ Japan 303,292 -1.0% -1.8% /\N
HONDA MOTOR CO LTD -ADR HMC Japan 53,750 -2.8% -0.8% /\/\
MARUTI SUZUKI INDIA LTD MSILIN India 45,287 5.0% -0.1% J-\
MAHINDRA & MAHINDRA LTD MM IN India 43,283 4.5% 0.7% /V
TATA MOTORS LTD TTMTIN India 30,971 3.1% 1.0% /"/\
HYUNDAI MOTOR CO LTD 005380 KS  South Korea 30,008 -5.1% -2.5% /\/\,
KIA CORPORATION 000270 KS ~ South Korea 25,773 5.8% -0.2% _/‘/\
SUZUKI MOTOR CO LTD 7269 JP Japan 25,238 2.8% 0.8% ,_/-‘
HYUNDAI MOTOR INDIA LIMITED HYUNDAI IN India 17,550 7.3% 0.5% /\J
SUBARU CORP -ADR FUJHY Japan 13,619 5.4% 1.8% /\/
100
L e MSIL IN and HYUNDAI IN are in the ‘Expensive but Worth It HEAT
N \ ivunpaiin Map zone. Firms in this zone exhibit strong Quality but trade at
- relatively expensive Valuations.
MM IN -’/
70 FUJHY, 000270 KS, TTMT IN, 7269 JP are within the ‘Best of the
Best: High Quality & Cheap’ HEAT Map zone.
:_g 60
g TM, HMC, 005380 KS are ‘Attractive Value’ firms that currently
E 0 have low Quality but also trade at favorable Valuation levels at this
> stage.
E 40
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ISSGOVERNANCE.COM/EVA 5 4O fad



https://www.issgovernance.com/eva

ISS EVA» Global Autos: Discerning the Capex Cycle

EQUITY RESEARCH June 5, 2025
About ISS EVA

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework.

EVA converts accounting profits into economic profits and charges businesses for the use of Invested Capital. EVA is superior to traditional measures of profit because
it is comparable across companies, industries, and countries, links to a consistent, transparent valuation framework, and provides a unique, unbiased view of Quality,
Value, and Growth.

Our experienced team of analysts offers both fundamental and quantitative company analysis through written research, bespoke research, a stock selection model,
an online analytical tool offering +29,000 companies as viewed through the EVA framework, custom screening, and portfolio analysis.

Key EVA Concepts

The value of a firm = Capital + PV of EVA
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa).

EVA = NOPAT - Capital Charge
EVA is profit after all costs, including the cost of giving shareholders a decent return.

EVA Margin = EVA / Sales
A true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA's line item drivers and offers key insights into business
profitability.

EVA Momentum = A EVA / Sales
An incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the growth in
EVA, and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections.

EVA Shock = A EVA Momentum
Changes in EVA Momentum is a powerful signal within our framework, with significant relationship with stock price performance.

Market Implied Momentum (MIM)
The annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percent of sales; represents a market implied,
long-range EVA margin improvement target.

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV

Measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded

expectations today and versus history. A low FGR versus history coupled with improving EVA trends indicates that the market is not pricing in the improving business
model.

Additional Resources

evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework
EVA for Investors (link): A full introduction to the key EVA concepts and metrics

Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal
view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific
recommendation(s) or view(s) in the report.

Disclaimers — Copyright © 2024 Institutional Shareholder Services Inc. and/or its subsidiaries (“ISS STOXX”). All rights reserved.

Henri de Castries, an individual affiliated with General Atlantic (“GA”), serves on the board of directors of Stellantis NV, which results in Stellantis NV being
considered a “GA Affiliated Company” as contemplated by ISS’ Policy on Non-Interference and Potential Conflicts of Interest Related to General Atlantic. This policy
establishes policies and procedures to restrict the involvement of GA and any of GA’s employees in the content of ISS’ research offerings, including this report.
Please refer to our website at https://www.issgovernance.com/compliance/due-diligence-materials for more information regarding ISS’ policies and procedures
related to potential conflicts of interest.

This report and all of the information contained in it, including without limitation all text, data, graphs and charts, is the property of 1SS STOXX and/or its licensors
and is provided for informational purposes only. The information may not be modified, reverse-engineered, reproduced or disseminated, in whole or in part,
without prior written permission from ISS STOXX.

This report and the recommendations, ratings and/or other analytical content in the report has not been submitted to, nor received approval from, the United
States Securities and Exchange Commission or any other regulatory body.

The user of this report assumes all risks of any use that it may make or permit to be made of the information. While 1SS STOXX exercised due care in compiling this
report, ISS STOXX makes no express or implied warranties or representations with respect to the information in, or any results to be obtained by the use of, the
report. In particular, the recommendations, ratings and/or other analytical content in the report are not intended to constitute an offer, solicitation or advice to buy
or sell securities nor are they intended to solicit votes or proxies. 1SS STOXX shall not be liable for any losses or damages arising from or in connection with the
information contained herein or the use of, reliance on, or inability to use any such information.

ISSGOVERNANCE.COM/EVA 6 of 7



https://www.issgovernance.com/eva
http://www.evaexpress.com/
http://www.evadimensions.com/sites/default/files/fileupload/equityresearch/eva_for_investors_-_2019.pdf

ISS EVA» Global Autos: Discerning the Capex Cycle

EQUITY RESEARCH June 5, 2025

Please note the issuer(s) mentioned within this report and/or material may have a commercial relationship with ISS Corporate Solutions, Inc. (“ISS-Corporate”), a
wholly owned subsidiary of Institutional Shareholder Services Inc., or ISS-Corporate may have provided advisory or analytical services to the issuer(s) in connection
with the information described in this report. No employee of ISS-Corporate played a role in the preparation of this report. If you are an institutional client of ISS
STOXX, you may inquire about any issuer’s use of products and services from ISS-Corporate via ProxyExchange or by emailing disclosure@issgovernance.com.

Additionally, the issuer(s) mentioned within this report and/or material may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX. One
or more of the proponents of a shareholder proposal at an upcoming meeting may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX.
None of the sponsors of any shareholder proposal(s) played a role in preparing this report.

ISS STOXX is majority owned by Deutsche Borse AG (“DB”), an international exchange organization. Both ISS STOXX and DB have established standards and

procedures to protect the integrity and independence of the research, recommendations, ratings and other analytical offerings (“Research Offerings”) produced by
ISS STOXX.

Further information about conflict mitigation can be found here.
Registered Trademarks - EVA®, EVA Momentum® and PRVit® are registered trademarks, and VARP™ and Value-At-A-Reasonable-Price™ are trademarks of

Institutional Shareholder Services Inc. and EVA Dimensions, LLC. Russell 3000 is a registered trademark of The Frank Russell Company. S&P is a registered trademark
of The McGraw-Hill Companies.

EVA is a registered services mark of Institutional Shareholder Services Inc. (in the field of financial data, valuation analytics and investment management) and of Stern
Stewart & Co. (in the field of financial and incentive consulting).

Research Division
Senior Management Team

Gavin Thomson Casey Lea
Executive Director Executive Director
Global Director of Fundamental Research Global Director of Quantitative Research
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