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THREE IMPORTANT TRENDS IN AUTOMOTIVE PRODUCTS

m Alternative fuels (electrification)

m Car sharing

® Autonomous driving
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IS GOVERNMENT SUPPORT NEEDED?

m Alternative fuels (electrification):  Naturally, government policies could
support or speed up the process of introducing alternative fuels

m Car sharing: While one may think tax policy could divert consumers from car
ownership, in fact it is not very probable

®m Autonomous driving:  The most important support for autonomous driving is
the legal framework that plays a central role regarding this trend

State incentives for BEVs/PHEVs

Country State incentives for BEVS/PHEVS

China Central government tax exemptions of up to $8,500 plus up to 50% from local governments; licence plate restrictions for ICE vehicles; next
step could be a quota of EVs per car manufacturer.

USA Federal income tax credit of $7,500 and additional incentives from the states.

Germany €4,000 grant for purchasing BEVs with a selling price of up to of €60,000; 10-year exemption from ownership tax.

UK Grant of up to 35% of the selling price of a vehicle; exemption from ownership tax for BEVs costing less than £40,000.

France State incentive of from €6,000 to €10,000 to scrap old diesel vehicles.

Norway Exemptions from acquisition tax ($11,600) and VAT (25%); exemptions on tolls for roads and ferries.

Japan BEV state subsidy of up to $7,700.

Netherlands Registration tax exemption for BE Vs; CO2-based taxation scheme unfavourable for PHEVs vs BEVs.

Sweden State incentive reduced by 50% in 2016 to SEK20k for PHEVs but unchanged at SEK 40k for BEVs.

Source: SG Cross Asset Research/Credit, Economic & Strategy Research, Komeréni banka
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GOVERNMENT SUPPORT IS NOT NEEDED

m We think these three trends will develop and support each other as each of the
technologies is able to limit drawbacks of the others. We can identify the
interrelation of these trends in two ways:

m First, alternative fuel engines are the most probable solution to meet ecological
limits but are still costly; car sharing will be the method used to decrease the
cost of alternatively powered cars. However, car sharing is an inconvenience
for a large part of the population, as the car will not be parked in front of the
house or might not be available at a particular time. This inconvenience,
though, could be compensated by autonomous driving cars. The car arrives at
your house based on an app or a call centre request

m Second, the increased safety of autonomous cars will become more popular
as systems are able to surpass the cognitive abilities of human drivers. In
addition to safety, autonomous cars can save a large amount of time for
consumers. Moreover, if driverless cars can be organised in a callable way,
they can be easily shared. Since such an autonomous car sharing system
would be organised by large operators that would share the purchase cost
among themselves, the demand for alternative fuel cars would increase
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INCREASING PRESSURE FOR STRICTER ECOLOGICAL NORMS

Alternative fuels are ahead of ecological norms

200
180 2017 average target (LCV) ———
60 — \
2020 average target (LOV) e Simitreassseeeseesseeessssessesesssseesesessssseesesesssssesseeesssessssssnens
140
2015 average target (PC)
120

100 2021 average target (PC)

80
2001 2003 2005 2007 2009 2011 2013 2015

——Diesel ——Gasoline Hybrid-electric ——AIl(PC) ——All(LCV)
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TREND OF GROWTH IS EXPONENTIAL BUT STILL AT LOW LEV ELS

m Vehicles powered by alternative fuels are ever more popular but in absolute

size account for a still marginal share

m [Infrastructure is catching up

Worldwide electric vehicles in use and

installed capacity of batteries

Number of electric charging stations
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THE NUMBER OF ROAD FATALITIES IS STILL HIGH

®m Even though the trend of fatalities is downward sloping, there were still 68
fatalities on roads on average per day in the EU in 2015. This is 25,000 deaths
on roads for the year

® In the United States, the average daily number of fatalities was 102, equaling
37,500 deaths in 2016
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Source: Eurostat (suing CARE), Economic & Strategy Research, Komeréni banka
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WE ARE AT THE BEGINNING

m Consumers are not yet fully convinced

® The technological difficulty of autonomous driving and the organisation of the
mobility service have attracted IT giants to automotive manufacturing
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Note: Number behind the company name denotes amount of test miles on public roads.

= KB September 2018 |

8



AUTONOMY OF DRIVING IS THE KEY GAME CHANGER

m Autonomous cars can decrease the occurrence of road fatalities

® The technological difficulty of autonomous driving and the organisation of the
mobility service have attracted IT giants to automotive manufacturing.
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ADDED VALUE BATTLE

m T giants (i.e. Apple and Waymo - formerly Google car ) are using their IT
advantage, which allows them to focus on the development of driverless
systems at the highest level of automation, where they hope to create the
biggest added valued

® [n addition, outsourcing digital aspects of life to cloud services or Apple/Android
accounts operated by these companies would allow software customisation of
cars and support vehicle sharing

® Removing the human driver will close the cost gap to the mass transportation
price, which will open the niche for door-to-door ride-sharing companies.
Companies such as Uber and Lyft  will compete for automotive added value
as they are the dark horses in the race for the external option of operating a
fleet and it makes little difference to them who will be the manufacturer of the
autonomous vehicle

® Their natural rival in the battle is carmakers. They have huge know-how
about producing cars as products. Given the sophistication of mass production,
this is not an easy task, as we can see in the case of Tesla 3. However,
carmakers do not have extensive experience with the flow and processing of
the data produced by sensors needed for autonomous cars
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DISCLAIMER

The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell any securities. All information and opinions have been
obtained from or are based on sources believed to be reliable, but their completeness and accuracy are not guaranteed by Komeréni banka, a.s., even though
Komeréni banka, a.s. believes them to be fair and not misleading or deceptive. The views of Komeréni banka, a.s. reflected in this document may change without
notice.

Komeréni banka, a.s. and its affiliated companies may from time to time deal in, profit from the trading of, hold or act as market makers of securities, or act as
advisers, brokers or bankers in relation to securities or derivatives thereof emitted by persons, firms or entities mentioned in this document.

Employees of Komeréni banka, a.s. and its affiliated companies, or individuals connected to them may from time to time have a position in or be holding any of the
investments or related derivatives mentioned in this document. The authors of this document are not authorized to acquire the investment instruments mentioned in
this document. This does not apply to cases when the investment recommendation mentioned in this document represents dissemination of an investment
recommendation earlier produced by third parties according to Chapter IIl of regulation (EU) 2016/958. Komeréni banka, a.s. and its affiliated companies are under no
obligation to provide any services to their clients on the basis of this document.

Komeréni banka, a.s. does not accept any liability whatsoever arising from the use of the material or information contained herein beyond what is required by law.
This research document is primarily intended for professional and qualified investors. Should a private customer obtain a copy of this report, they should not base
their investment decisions solely on the basis of this document and should seek independent financial advice. The investors must make their own informed decisions
regarding the appropriateness of their investments because the securities discussed in this report may not be suitable for all investors.

The performance attained by investment instruments in the past may not under any circumstance serve as an guarantee of future performance. The estimates of
future performance are based on assumptions that may not be realized. Investment instruments and investments are connected with different investment risks, the
value of any investment can rise and fall and there is no guarantee for the return of the initial invested amount. Investment instruments denominated in foreign
currencies are also subject to fluctuations caused by changes in exchange rates, which can have both positive and negative influences particularly on the prices of
the investment instrument and consequently on the investment return.

This publication is issued by Komeréni banka, a.s. which is a bank/stockbroker according to the applicable legislation and thus regulated by the Czech National Bank.
Komeréni banka, a.s. applies various measures to prevent conflict of interests in the process of creating investment recommendations, such as the implementation of
an appropriate internal separation including information barriers between different departments of Komeréni banka, a.s. in compliance with the requirements imposed
by applicable regulation. The employees of Komeréni banka, a.s. proceed in accordance with the internal regulations governing conflict of interest.

The evaluation of employees creating investment recommendations is never by any means tied with the volume or profit of the trades with instruments mentioned in
this document done by Komeréni banka, a.s., or the trades of Komeréni banka, a.s. with the issuers of such instruments. However, the evaluation of the authors of
this document is linked to the profits of Komeréni banka, a.s. which also partially include the results of trading with investment instruments.

The recommendations mentioned in this document are intended for the public and the document before its publication is not available to persons not involved in the
creation of this document. As per our practice, the issuers do not receive a copy of research reports prior to their publication. Each author of this research report
hereby states that (i) the views expressed in the research report accurately reflect his or her personal views about any and all of the securities or issuers at stake.

This document and its contents is not designed for persons with permanent residence or seat in the United States of America and to persons who are deemed as
“U.S. persons”, as defined in Regulation S under the US Securities Act of 1933, as amended.

This document is not an investment recommendation according to Regulation (EU) No 596/2014 of the European Parliament and of the Council on market abuse and
does not constitute investment advisory according to Act no 256/2004 Coll., on Capital market undertakings as amended.

Please refer to our website http:\\www.trading.kb.cz for more details.
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