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A « SUPPLIER TRENDS AND STATE OF HEALTH




The automotive industry's recovery has halted and is not expected to return to pre-Covid levels
before 2029
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The automotive supplier industry has structurally lost c. 2 percentage points of its EBIT margin
compared to pre-Covid levels

Key supplier performance indicators, 2015-2025 FC (n="~600 suppliers)
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Five main trends will dominate the agenda: flattening production volume, a slower BEV adoption,
SDVs, competition in/from China and geopolitical tensions
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The rubber industry must navigate stagnant automotive production, a gradual shift to BEVs,

geopolitical risks and intensified regulatory pressure

Take-aways for the rubber industry

{

Flat automotive production
until 2029

Demand for tires and rubber
components will grow slowly;
suppliers must focus on
efficiency and diversification
beyond traditional passenger car
segments

Shift toward BEVs
and SDVs

Despite slower adoption, BEV
volumes are growing, increasing
demand for specialized rubber
solutions such as lightweight &
low rolling resistance tires,
battery pack sealing and thermal
management systems

Margin pressure and raw
material volatility

Persistent cost pressure and
geopolitical risks require stronger
supply chain resilience, strategic

procurement and operational
efficiency to offset raw material
price swings and maintain
competitiveness

Sustainability and regulatory
pressure

Eco-friendly materials and
compliance with stricter
standards will become a key
differentiator for suppliers given
intensified sustainability and
regulatory pressure




B « EVOLVING MARKET DYNAMICS DRIVEN BY CHINESE
COMPETITORS




Chinese OEMs gained domestic market traction with a steadily growing

XEV portfolio and upper segment share

Automotive sales in China by OEM origin, 2000-2030 [m units; %]
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Impact on
automotive supplier
industry

o After 2010, the Chinese
population became notably
wealthier, increasing the share
of foreign OEMs

¢ Chinese OEMs began focusing
fully on the electrification of
their fleets, leading to a growing
market share for Chinese OEMs
since 2015

¢ The increasing market share of
Chinese OEMs in the EV
segment has enabled Chinese
OEMs to continuously increase
their overall market share to
date, an increase that is
expected to continue going
forward

¢ However, there is tough
competition among local OEMs,
which will force them to also
explore markets outside of
China




Chinese companies, especially in the automotive sector, have drastically decreased time and
resource efforts in product engineering processes

How are OES
achieving
China speed?

Increased reuse through modular building blocks for agile front- { ||
loaded generic development

——
—
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Simulation for early validation and parallelized testing, close =::}
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collaboration
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Chinese automotive suppliers are able to deliver products at a significantly lower cost, mainly due
to...

How are OES

achieving High adaptability to OEM requirements, balanced design decisions with
strong customer attunement in focus

China cost
levels?

commercial levers

Integrated procurement and direct accountability for cost-out
management to safeguard margins

A stringent cost-out operating model leveraging both technical and %
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C-OEMs’ development speed, aggressive cost strategies, EV focus, and global expansion ambitions
are reshaping competitive dynamics for rubber suppliers

Take-aways for the rubber industry

@ o B O

Accelerated Product
Development Requires
Agility
Chinese OEMs’ speed in
launching new models means
tire and rubber suppliers must
shorten development cycles and
align quickly with evolving
specifications.

Cost Pressure from Low-Cost
Chinese Suppliers

Aggressive cost-out strategies by
Chinese players will force global
rubber manufacturers to
optimize production efficiency
and explore localized sourcing to
remain competitive.

Electrification Push Drives
Material Innovation

Strong BEV focus in China
increases demand for advanced
rubber compounds (low rolling

resistance, lightweight, noise-
reducing) tailored for EV
performance.

{

ale
e

Global Expansion of Chinese
OEMs Raises Competitive
Stakes

As Chinese brands enter export
markets, rubber suppliers face
intensified competition and need
to differentiate through premium
quality, sustainability, and
technology partnerships.




C « SHAPING THE RESPONSE — TURNING CHALLENGES
INTO OPPORTUNITIES




Component revenue pools expected to grow mostly driven by EV and E/E domains, with China
and the Global South as key regional contributors

Component revenue pool by domain and region, 2024-2040 [EUR bn; % of total growth]
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Suppliers have to cope with a changing customer landscape — regional shift and access to new
OEMs are key to capture future growth opportunities

Top 3 OEMs by revenue and market capitalization, 2004 vs. 2024 [m units; EUR bn]

Top 3 OEMs per region (by units produced)

Top 3 OEMs per region (by market cap)

/

O

< 2=43m > < 2=57m
T 1%
.
S A @ 33%
e e T e
@ H 28%
@ H &3 3% —
20% .
= @ ® % GEELY Y
2004 2024

< 3 = EUR 293 bn ><

2 =EUR 2,041 bn

/

12%

RENAULT ~— 26%

DAIMLERCHRYSLER

HONDA
61%
N
NNNNNN @
by O @smIE -
e 2004

61%
B & 5%
O D@ 9%
@
HONDA 18%
$ suzuki

2024

Source: Press research, Company information, Market capitalizations as per year-end




Al will lead to a fundamentally different structural setup of automotive players along all functions
— Yet, focus of Al activities will be different by player type

&, Procurement B

Make or buy recommendations, analysis of suppliers’ costs
to identify cost-saving potentials

&, Production —

Automation of production, improving quality
and increasing efficiency

[ | ]
- R&D &5
Automation of R&D activities, increasing
productivity and reducing time-to-market

‘?’) &, Supply chain & a8
2 /5 logistics

Al-powered supply chain transparency,
increasing order availability and customer
satisfaction

Al impact
across functions

ss Enabling &,

functions

Automation of internal process, increasing |/' . [T
productivity and reducing costs 'II Sales & Marketlng an

Customer behavior patterns-based decision, reducing time-to-

market and increasing revenue potential

- Aftersales [qil

Optimized services and offering based on data,
boosting customer loyalty

Level of focus by players: %E Low gg Medium == High  Player type: . OEMs Suppliers Aftermarket players Main impact: Iﬂ Top-line improvement % Bottom-line improvement
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Main opportunities for rubber players include aftermarket services, material standardization,

sustainability, EV & China expansion and Al-driven digitalization

Opportunities for rubber players

Standardize material platforms to cut complexity
and cost by consolidating rubber formulations for
common applications (e.g., seals, vibration damping,
thermal management hoses) into modular families.
Achieve economies of scale, speed up development
cycles and boost efficiency across product lines

Leverage the aftermarket to mitigate volume

5 volatility and price pressure with stable, high-
margin revenue streams. Focus on premium
replacements, integrated services (e.g. seals
replacement packages) and digital solutions (e.g.
predictive maintenance, online ordering)

Strengthen client attractiveness and secure long-
term industry success by advancing R&D on
sustainable rubber compounds (e.g. bio-based
blends), implement closed-loop recycling for
production scrap and develop devulcanization
technologies to reuse end-of-life rubber

Harness Al and digitalization to optimize the rubber
value chain, boosting resilience, efficiency and 3
speed. Apply Al-driven procurement for cost

efficiencies, smart production automation to cut

scrap and downtime and predictive supply chain

tools to improve inventory accuracy and

responsiveness

4 Capitalize on BEV growth by developing specialized rubber solutions (e.g. thermal management, low rolling resistance tires) and consider strategic partnerships with Chinese

players to gain access to fast-growing markets driven by China’s automotive expansion
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