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i 1.1 Summary

y

Key trends 2021-2023

* The health crisis has had a significant impact on tyre sales (light and heavy vehicles) throughout the world, which contracted by 12% in volume in
2020, a far greater decline than during the 2008-2009 financial crisis. The demand for original equipment was affected by the shutdown of car
assembly plants due to the lockdown measures implemented in many countries, which froze the automotive market, while the replacement
market was affected by the decline in global car usage during the crisis. The value of the market fell by 15% due to a negative price effect linked
to the fall in natural and synthetic rubber prices.

* Yet, in terms of value, the growth prospects for the global tyre industry remain encouraging thanks to the increase in motorisation rates and the
number of cars in emerging countries, new regulations favouring the adoption of new generation, more efficient tyres, the growth prospects for
certain specialised markets (mining, agriculture, construction) and the increasing demand for higher value-added tyres such as SUV tyres. By 2023,
global sales should therefore return to more or less the same level as in 2019, as an annual average.

* However, until 2022, tyre demand will be adversely affected by the shortage of semi-conductors and the supply difficulties affecting the
production of new vehicles. Original equipment demand will remain below its 2019 level, especially since the used car market is growing in several
regions, and particularly in Europe. Car manufacturers and dealers are investing in vehicle reconditioning.

+ The EBIT ratio of the tyre industry leaders analysed within this report deteriorated significantly between 2017 and 2020. The main reason for this is
the strong pressure on prices from operators whose production facilities are located in countries such as China or Thailand, which are close to
rubber supply basins and where labour costs are low. In fact, when the price of natural rubber soared between 2017 and 2018, operators did not
have enough pricing power to be able to fully pass this increase on to their prices. As a result, the leaders of the tyre industry, led by Bridgestone
and Michelin, accelerated the restructuring of their production facilities, significant exceptional expenses.

* Resisting pressure from low-cost manufacturers and restoring margins are the two main objectives of leaders’ strategy, which mostly is centered
around improving competitiveness, positioning themselves in higher value-added segments and diversifying away from tyres. Even the
concept of eco-design is much more about economic purposes than environmental issues. Indeed, having the capacity to recycle tyre
components and to not require neither oil nor the rubber extracted from Heveas for tyre production would allow operators to no longer depend
on price volatility of these materials and South-East Asian countries. Thus, it becomes mandatory to invest in green chemistry. In addition, the
energy consumption of production facilities’ is a major factor for competitiveness.

« The context of soaring raw material and freight prices since the beginning of 2021 will linger and hinder the recovery of operators' margins.
Additional mergers such as the one between the Americans Goodyear and Cooper Tire are to be expected in upcoming years.
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1.2 Key Slides The tyre market in volume

The tyre market will return to pre-crisis levels by 2022

Sales of light and heavy duty tyres worldwide (2008-2023f)

Unit: millions of tyres, share in % of global unit sales, compound annual growth rate (CAGR) in percent
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Forecasts: Xerfi Global, primary data: Tires Business

The tyre market will partially rebound in 2021 mainly due to the lifting of health restrictions, especially in Americas and Europe, which will lead to a rebound in road traffic.
In addition, the strong global economic growth will result in a positive dynamic for road transport. Furthermore, the shortage of semi-conductors that has been affecting
the automotive industry since the beginning of the year will have a major impact on global automotive production, which will only slightly rebound compared to 2020.
In 2022 and 2023, the tyre market will continue to grow thanks to an increasing global automobile production, the definitive end of the health crisis and an increase in the
size of the global automobile fleet, particularly in Asia, mainly due to demographic growth.
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7 1.2 Key Slides The tyre market by region

Asia is the largest market for the tyre industry as well as its most important growth driver...

Share of Asia (excluding India) in global tyre sales (trucks and light vehicles)

Unit: share in % of total sales volume

35% 7 34,3%
34% A 33,7%

33% A 32,5%
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31% A

30% 29,6%

29% -

28% -
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2011 2014 2017 2020

Source: Michelin
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7 1.2 Key Slides

i The global automotive market

...mostly because of the size of Chinese automobile manufacturers

Top 10 automobile manufacturing countries (2020) Top 10 automotive markets (2020)

Unit: million vehicles (private and commercial) Unit: sales/registrations in millions of vehicles (private and SUVs)
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Source: OICA
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? 1.2 Key Slides Environment of the tyre market
/

Despite several challenges, industry forecasts are favourable

Main trends in the global tyre market environment

A rough macroeconomic ... a growing global ...but an overall

environment... competitive rivalry... favourable demand

New trends
in mobility

Price volatility
of raw materials
and exchange rates

New entrants are rapidly
gaining influence

Post-health crisis rebound
of global automotive
production

General trend
to move upmarket

Global slowdown and
economic decoupling

Race to innovation
(products and services)

Commercial tensions,

Rising demand for high
risk of new barriers

value-added tyres

A A

Source: Xerfi Global

The Global Tyre Industry - October 2021 9




3 1.2 Key Slides

v

Trends in the tyre industry

The growing automotive demand encourages tyre manufacturers'

to move upmarket

Automotive demand trends favour tyre manufacturers

High demand
for large tyres
(18" and larger rims)

Connected tyres

Puncture-proof tyres,
made of bio-sourced
MENCEELS

Tyres for
electric/hybrid
vehicles

Stricter standards
and regulations

Source: Xerfi Global
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1.2 Key Slides Tyre manufacturers’ strategies

* 17+ inches tyres

» Connected tyres
* Puncture-proof tyres
* Specialty tyres

/ * Opening of production sites

* Penetration of Asian markets via the
expansion of distribution networks
and marketing strategies

* Opening of technical centres (R

at local or regional scale to

* Telematics market
* Predictive maintenance
* New engines
* Rubber products

res made from sustainable materials
* Recycling

 Reduction of the environmental footprint

of tyre production

* Restructuring
* Site specialisation
* Increasing size to benefit from economies of scale
* Opening of sites in low labour cost countries
* Automation and efficiency improvement of production facilities
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1.2 Key Slides The rise of outsiders

Leaders’ market share decreased with the rise of new local operators

The global tyre market by type of manufacturer

Unit: percentage share of global revenue

Top 3 (*)
42,1%
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(*) Top 3 : Brdigestone, Michelin and Goodyear / (**) Operators whose market share according to the Tire Business ranking is between 2% and 7% / (***) Players whose
market share according to the Tire Business ranking is less than 2% / Source: Tire Business
(***) Operators whose market share according to the Tire Business ranking is less than 2% / Source: Tire Business
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2. Market fundamentals
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2.1. Scope of the report

The tyre industry is a specialised business

A market which encompasses
various segments...

Tyre manufacturers design, assemble and commercialise various ranges of tyres for all types of vehicles.
The tyre market is divided into three main segments: light vehicle tyres (passenger vehicles and
commercial vehicles), heavy vehicle tyres (trucks, coaches and buses) and speciality tyres (motorbikes
and bicycles, construction and agricultural machinery, etc.). The light and heavy vehicle tyre segments
represent the bulk of the market, acounting for about 60% and 30% of the industry’'s total revenues in
2019, respectively. Due to their expertise in the rubber industry, most tyre manufacturers also produce
and commercialise a wide range of intermediate and finished rubber products for the industrial and
consumer markets. For the purpose of this report, only the activities related to the manufacture and
distribution of vehicle tyres (including speciality) will be covered.

..mostly based on the
replacement market

The customer base of tyre manufacturers mainly consists of private individuals (replacement market,
about 75% of revenue in 2020) and car manufacturers (original equipment market, about 25% of
revenue). The automotive industry as a whole (light vehicles, trucks, buses, etc.) represents the largest
share of demand in volume (close to 90% in 2019). However, depending on their positioning, tyre
manufacturers often also operate in a number of so-called speciality markets such as mining tyres,
agricultural tyres, two-wheelers, civil engineering, aircraft etc.

An industry that is less and less
concentrated...

The tyre industry is becoming less and less concentrated at the global scale. In 2019, the three largest
tyre manufacturers (Michelin, Bridgestone and Goodyear) accounted for 37.8% of revenue in the
industry, compared to 46.2% in 2008. US, Japanese and European operators are the largest tyre
manufacturers thanks to their strong international presence, specialisation in mid to high end tyres,
extensive distribution networks and historical relationships with the world's largest car manufacturers.

...with the rise of new
operators, in particular from
Asia

Although they remain dominant in the mid to high end segments, the behemoths of the tyre industry
are facing the rise of new operators, particularly from Asia. Benefiting from dynamic and low cost
domestic markets, manufacturers such as China's Zhongce Rubber, Korea's Kumho Tire, Taiwan's Cheng
Shin (Maxxis) and Singapore's Giti have specialised in the low end segment and are now expanding
internationally and moving upmarket.

Source: Xerfi Global
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7 2.2. Overview Key figures

y

Asia is slowly becoming the biggest market for the tyre industry

-12.0% Change in the number of tyres sold (light and heavy vehicles) in 2020 compared to 2019

Share of light and heavy duty tyres sales in the industry.

€124.4bn Estimated revenue of the global tyre market in 2020, down by 15% compared to 2019.

Share of the replacement market in global tyre sales (light and heavy duty vehicles) in 2020.
The replacement market is more profitable than the original equipment market and less
subject to fluctuations in vehicle production.

Asia's market share (excluding India) in global sales of light vehicle tyres in 2020.

Sources: Xerfi Global, Michelin, Tires Business and OICA
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2.3. Fundamentals of the Industry

Activity

Among the leaders of the tyre industry, vertical integration is rather common

A

[ M
raw materials R&D

Simplified representation of the tyre manufacturers’'value chain

l Manufacturing l

Design,

e

A

Distribution,
marketing

A

Manufacture and processing of
natural and synthetic rubber as
well as other raw materials
(carbon black, fabrics and
composite materials etc.)

R&D represents on average 3%
to 4% of tyre manufacturers’
revenue, illustrating the
importance of product
innovation to better
differentiate and encourage
replacement purchases

A network of owned and
geographically diversified
manufacturing sites to promote

proximity to the various markets.

Nevertheless, operators are

increasingly relocating their

factories to low labour cost
countries to reduce costs

International tyre distribution
network (wholesalers, retail and
service outlets) owned by the
group.

Marketing: brand value is a key
factor in competitiveness,
justifying large budgets for
sponsorship and other brand
development initiatives.

Source: Xerfi Global

The activities of tyre companies mainly include the design and manufacture of rubber tyres and related products (inner tubes,
tyre treads, etc.) for all types of vehicles. While tyres represent the bulk of their business, many operators also diversified into the
manufacture of other finished or intermediate rubber-based products to take advantage of their vertical integration. Indeed,
most leaders (Bridgestone, Michelin, Goodyear, etc.) are also present upstream in the rubber chain (production, treatment,
processing) in order to secure supplies and be less dependent on price volatility. Finally, operators often also have their own BtoB
and/or BtoC distribution networks in order to better commercialise their products in their various markets. They may also form
alliances with each other to share investments, as Michelin and Sumitomo did in 2018 when they created a 50/50 joint venture in
North America for the wholesale distribution of tyres.
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? 2.3. Fundamentals of the Industry Products (1/2)

Light vehicle tyres account for approximately 60% of the market

Main product segments of the tyre market

Commercial vehicles

Passenger vehicle tyres tyres

Tyres for trucks & buses

Two-wheelers tvres Off-road vehicle tyres
Specialty b (construction machinery,
= (motorbikes and

sement e S

OTHER PRODUCTS

Industrial products
(e.g. conveyor belts, tubes Other tyre-related products Consumer products
and pipes, sealants, (e.g. rims, equipment, etc.) (e.g. sporting goods, gloves)
adhesives etc.)

Intermediate products
(e.g. composite materials,
rubber sheets, etc.)
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? 2.3. Fundamentals of the Industry Products (2/2)

Truck tyres are characterised by significantly higher prices

Breakdown of sector revenue by segment (2019) Average selling price of tyres by vehicle type (2019)

Unit: percentage share Unit: euros per tyre

Passenger vehicle/Light truck tyres W Truck tyres Specialty tyres Average ,0/’/C€ per tyre :

Passenger / van Trucks / buses

Xerfi Global processing / Source: Michelin

According to the data available for 2019, the light and heavy vehicle tyre segments accounted for around 90% of market
revenue. While the share of light vehicle tyres (passenger vehicles and vans) amounted to almost two thirds of the market (60%),
the heavy vehicle segment remains important due to significantly higher average prices (almost four times higher than light
vehicle tyres). The other tyre categories, which include the speciality markets, accounted for around 10% of the sector's revenue
in 2019, and are also characterised by generally higher average prices and margins.
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? 2.3. Fundamentals of the Industry Customers

-

The replacement market prevails in volume, but the original equipment segment
remains very important in terms of visibility

Global tyre sales by customer type

Unit: percentage share of global sales by volume

Original equipment (OE) market
20%-25% of global sales

Replacement tyres (RT)

Customer segment

75%-80% of global sales

Source: Xerfi Global estimates

Among the main customers of tyre manufacturers, a distinction is generally made between the original equipment segment (automobile manufacturers)
and the replacement segment (end consumers via wholesalers and retailers). The main difference between "original equipment" tyres and replacement
tyres lies in their technical characteristics: original equipment tyres are generally developed according to specific criteria selected by automobile
manufacturers for a particular vehicle model, in order to match the desired characteristics of the vehicle as a whole (driving comfort, rolling resistance,
grip, noise level, aesthetics, cost etc.). Conversely, the replacement segment groups together tyres that are more standardised according to technical
criteria or range level, without necessarily being inferior, in terms of quality, to the original equipment tyres.

The majority of tyres sold worldwide (about three quarters) are distributed through tyre wholesalers and retailers, who in turn commercialise them to end
consumers. The majority of tyre manufacturers are also adopting a downstream vertical integration model (either through partial or full ownership of
service centres or through close cooperation - partnerships, joint ventures - with tyre wholesalers or retailers) in order to increase their share in the
replacement market. Although the original equipment segment represents a much smaller proportion in terms of volume, it nevertheless remains crucial
for the activity of tyre manufacturers in that it favours visibility and the enhancement of the brand. Indeed, automobile manufacturers will tend to replace
their original tyres with the same brand if they are satisfied with it.

The Global Tyre Industry - October 2021 19




? 2.3. Fundamentals of the Industry Suppliers

The sector is heavily dependent on oil-based raw materials

Estimated distribution of tyre manufacturers’ raw material costs (2020)

Unit: percentage share of total raw material costs

Natural rubber Rubber processing
chemicals

Reinforcing materials

|

Other

Textiles, cables (e.g. nylon,
iron etc,)

Synthetic rubber

Estimates: Xerfi Global based on data from Tire Business, ATMA, Michelin, Goodyear

On average, modern car tyres will contain up to 25 components and 12 different rubber compounds. The main raw materials
used by tyre manufacturers include synthetic and natural rubber, coal black, as well as various finished or semi-finished inputs
(cords, fabrics, elastomeric materials, etc.). Overall, rubber accounts for between 40% and 55% of the value of a tyre and
approximately 40% of its weight. Petroleum-based materials (including synthetic rubbers) represent almost two thirds of the raw
materials used by tyre manufacturers, which shows how exposed they are to oil price fluctuations. A variation of $1 in the price
of a barrel of oil has an impact of $9m in purchasing costs and a variation of $0.1 per kg in the price of natural rubber has an
impact of about $90m.

Although some vertically integrated leaders are involved in the production or processing of certain raw materials, most tyre
manufacturers source from a multitude of independent suppliers.
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2.3. Fundamentals of the Industry Ranking by revenue

Several Asian groups are present in the top of the rankings

Overview of the tyre industry leaders analysed in this report

Country Consolidated | Share of revenue Tvre brands
of origin | sales(year) from tyres (*) y

Bridgestone 24(23220')\/|€ 81.1% Bridgestone, Firestone, Dayton
Mi . I I 20 469 M€ 0 hali : . : -
ichelin (2020) 95.3% Michelin, BFGoodrich, Kleber, Uniroyal, Taurus, Riken, Siamtyre, etc.

Goodyear B 10(5(9)260')\% 91.8% Goodyear, Dunlop, Kelly, Debica, Sava, Fulda
Continental - 37(;35()';“ 26.7% Continental, Barum, Uniroyal, Semperit, Viking, Matador
Sumitomo 6 494 M€ o

0% Falken, Dunl
Rubber ® (2020) 86.0% alken, Dunlop
Hankook :.: 4 (7290720|\)/|€ 97.9% Hankook, Laufenn, Aurora, Kingstar
Pirelli N fzoozzo'\)/'é 100% pirell
Yokohama ® 4686 M€ 81.4% ADVAN, Geolandar, BluEarth, icecGUARD
Rubber (2020)
Cheng Shin 2863 M€ 100% Maxxis
Rubber (2020)
Toyo Tires @ 2 ?ZZO?EOI\)Aé 89.2% Toyo Tires

(*) Data corresponding to tyre-related sales in 2020 / Source: Xerfi Global according to operators
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Leaders’ profiles

Three types of operators dominate the global tyre market

Rankings of leading tyre manufacturers by positioning and brand portfolio
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2.3. Fundamentals of the Industry

The tyre market by region (1/2)

The Asian tyre market is the largest in the world...

Global market for light vehicle tyres by region (2020)

Unit: share in % of total sales volume

, China Asia
Africa, 17,4% (excluding
India and China
Middle East 14,3

7,4%

America
30,9%

Global market for heavy vehicle tyres by region (2020)

Unit: share in % of total sales volume

Africa, America
India and 21,3%
Middle East
13,5%
China
39,1%
Asia
(excluding
China)
12,0%

Source: Michelin / (*) Including Turkey / Methodology: Michelin estimates the sell-in tyre markets (manufacturers' sales to distributors) by adding to the statistics
published by local tyre associations, if they exist, its estimates of sales by tyre manufacturers who are not members of these professional associations.
These estimates are mainly derived from import-export statistics and relate to the number of tyres sold.

The American and European continents each account for around 30% of the light vehicle tyre market. Asia represents the largest market, accounting
for about a third of the light vehicle tyre market including India and more than half of the truck tyre market. China alone accounts for about 17% of
sales in this segment in terms of volume and, as the world's largest industrial country, for almost 40% of the tyre segment for heavy vehicles.
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7 2.3. Fundamentals of the Industry The tyre market by region (2/2)

...and its weight is steadily increasing

Share of Asia (excluding India) in global tyre sales (trucks and light vehicles) (2020)

Unit: share in % of total sales volume

] 34,3%
i 33,7%
. 32,5%
. 29,6%
2011 2014 2017 2020

Source: Michelin / Methodology: Michelin estimates the se//-in tyre markets (manufacturers' sales to distributors) by adding
to the statistics published by local tyre associations, where they exist, its estimates of sales made by tyre manufacturers that are not members of these associations.
of these trade associations. These estimates are mainly derived from import-export statistics and relate to the number of tyres sold.
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3. The market and
leaders’ activity
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3.1. Sectoral environment
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7 3.1.1. Overview of the situation PESTEL analysis

A generally favourable environment despite recent economic challenges

PESTEL analysis of the global tyre market environment
POSITIVE NEGATIVE IMPACT

- Financial support for the automotive
P industry (purchase funds,
recapitalisation, etc.)
- Public infrastructure plan

E - Raw material prices
- Low interest rates

- Protectionist barriers for foreign-based
tyre manufacturers
- Traffic restrictions in cities

- Raw material prices
- Increase of car-related expenses
(repairs, insurance, etc.)

:

- Increasing  motorisation  rates in
emerging countries
- Car dependency

- Trend towards car-sharing and
improved public transport
- Ecological criticism of the car

|

- Unfavourable weather conditions can

- Product innovation supports demand
3 for the replacement market
echnologlcal - New market segments (electric vehicles,
connected tyres, services etc.)
I m ) Eco-rltn?qci\./atlons open up new affect the supply chain

opportunities - Eco-design challenge

) ; - Extensive regulatory framework, which
- New standards drive demand for the can vary by region and/or country to
replacement market some extent

1
+

H | N N

-+

i

-1
|
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3.1.2. Political factors Regulation

Regulatory changes create new demand opportunities

The tyre sector is subject to a vast regulatory framework covering many aspects in terms of
product quality (performance standards, ecological impact, noise, etc.), consumer information
(labelling...), the use of specific products or raw materials, or even the working conditions in
The introduction of stricter manufacturing sites. Although standards and labelling systems vary from a region or country to
standards is forcing tyre another, recent regulatory changes have generally called for stricter requirements in terms of
manufacturers to adapt environmental impact (greener, better performing and more sustainable tyres), forcing

manufacturers to adapt their products and modernise their production processes. Among recent
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their products... } ) ]
trends, manufacturers have notably been focusing on developing tyres that use less polluting raw

materials, such as coal black, and more components, such as silica, that reduce rolling resistance
and enhance product durability.

Despite the additional costs of adapting to new standards, regulatory changes also represent new
demand opportunities for tyre manufacturers. Indeed, stricter rules and more stringent
...but also creates demand requirements in terms of performance and quality generally benefit the new generation of tyres,
opportunities which have a higher added value and are on average more profitable. This notably benefits to the
market leaders (Michelin, Goodyear, Bridgestone etc.), who are better positioned in the mid to
high end segments as opposed to their low-cost competitors.
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3.1.3. Economic factors

Overview

The market is very sensitive to the changes in automobile

production and road traffic

An industry dependent

on automobile production...

By its nature, the original equipment market, which represented about 25% of global tyre sales in
2020, is very strongly correlated with global automobile production. While the recovery of the global
automotive industry between 2015 and 2018 has been a boon for tyre companies, the contraction of
production that has been observed since 2018 partly dampened this momentum.

The growing motorisation rates,
particularly in emerging
countries, is fuelling the growth
of the replacement market in

the medium term

The replacement market, which is much more important in terms of volume, accounting for about
75% of global tyre sales in 2020, is dependant on road traffic and the size of the global vehicle fleet.
Indeed, demand in the replacement segment traditionally depends on the number of vehicles on the
road, tyre wear, average tyre life and, to a lesser extent, regulatory and/or seasonal factors.
The increase in the number of vehicles on the road observed in all regions until at least 2015 (latest
data available) as well as the sustained increase in motorisation rates in major emerging countries
(China, India, Brazil, etc.) represent two key factors that support demand in the medium term.

The market in value is highly
dependent on rubber prices and

exchange rates

The price of rubber (natural and synthetic) represents between 40% and 55% of the raw material
cost of a tyre and raw materials themselves represent between 25% and 35% of tyre manufacturers’
operating expenses. Due to their strong internationalisation, tyre manufacturers are also subject, to a
varying extent, to exchange rate fluctuations which can influence their results in foreign markets.
Even though they mitigate these risks through hedging contracts, the increased volatility of raw
material prices and exchange rates has a tangible impact on the results of most operators, partly
offsetting the growth in volume.

However, in the longer term,
new mobility trends could

slow down growth

In the longer term, the evolution of transport habits worldwide represents a challenge for the tyre
industry. On the one hand, the structural increase in urbanisation observed throughout the world,
and particularly around large conurbations, should result in a trend decline in the motorisation rate
of urban populations in favour of public or alternative means of transport. On the other hand, new
consumer habits (car sharing/VTC, self-service car sharing, car pooling, etc.), encouraged by the
growth and increasing adoption of new technologies, are reinforcing the shift away from car
ownership towards more flexible transport solutions.
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? 3.1.3. Economic factors Global economic growth

The biggest decline in Global GDP happened in 2020

Evolution of global GDP (2006-2027f)

Unit: annual % change (global GDP at constant prices and exchange rates)

6% 1 5,3%
5%
4% A

3,9% 379% 4.1% 3,9%
2,8% o 2,8% 31%  2,9%
° 2,6% ° 2,5%

3% A 2,2% 24% 2,4% '
2% 1, 3%

HENREER
0%

1%
29
-3% - —2,2%

4% - -3,4%
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021f 2022f

Sources: Feri (historical data), World Bank, Xerfi Global (forecasts)

In 2020, global GDP contracted by 3.4% due to the impact of the restrictive measures implemented by governments throughout the
world to address the Covid-19 crisis. This represented the largest decline since the Second World War and was the first time this
indicator went below 0% since 2009 and the financial and economic crisis following the collapse of the US banking system. These two
mishaps were separated by a period of economic development with an average annual GDP growth of 2,8%.
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? 3.1.3. Economic factors Raw material prices

The increased volatility of raw material prices impacts tyre production costs

Price variations of the main raw materials used in the tyre industry

Oil (Brent, WTI, Dubai Crude) Synthetic rubber
—Price (US$/barrel, weighed average) = Price index (2015=100)
150 - 160 -
100 4 140 -
120 -
>0 1 100 A
0 80
o — [@V} o <t LN O N~ 0] (@) (@) — A (@] — [@V} o < [¥p} O N~ 0] (@) o — Al
— — — — — — ~— — ~— ~— (@N] (N (@V] — — ~— ~— — — — — — ~— (@N] [aN} Al
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(qV! (V) (V) (qVl [qV! (V) (V) (qVl (V) (V) (V) (qVl (V) (qVl [qV! (V) (V) (qVl (V) (V) (V) (qVl (V) (V) (V) [qV!
Natural rubber (RSS3, Kuala Lumpur)
v —Price (US$/kg)
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5 -
4 -
3 -
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‘] -
0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Sources: Singapore Exchange Ltd, World Bank, Federal Reserve Bank of St. Louis
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? 3.1.3. Economic factors Global automobile production (1/3)

Global private vehicle production fell by 17% in 2020

Global private vehicle production (2008-2020)

Units: million vehicles, annual change in %

mmm Global private vehicle production (million vehicles, left) Annual change (%, right)
120 1 - 40%

- 20%

100 A 96,0

- 0%

95,0 97,0
g77— 897 %08 == NN
0o 84,2
79,
80 | 77,7 77,6
70,7 i -20%
61,8
60 -40%
-60%
40 -
-80%
20 -
-100%
0 - - -120%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: OICA
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? 3.1.3. Economic factors Global automobile production (2/3)

Global commercial vehicle production fell by 16% in 2020

Global production of light commercial vehicles (2008-2020) (*)

Units: million vehicles, annual change in %

mmm Global LCV production (million vehicles, left) Annual change (%, right)
25,0 - - 50%
206 205 - 40%
20,0 186 19,1 19,5
18,1 ! L 0
170 178 172 [ 0%

- O,
150 - 20%

15,6
14,8
13,6
- 10%
10,7

10,0 0%
- -10%

50
- -20%

0,0 -30%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: OICA / (*) Including pick-up trucks in the USA
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? 3.1.3. Economic factors Global automobile production (3/3)

Global heavy vehicle production went up by 5% in 2020
thanks to the resilience of road freight transport during the crisis
Global heavy vehicle production (2008-2020)

Units: million vehicles, annual change in %

mmm Global heavy vehicle production (million vehicles, left) Annual change (%, right)
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- 20%
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Source: OICA
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3.1.3. Economic factors Number of vehicles on the road and motorisation rate

..but the motorisation rate continues to rise

Number of vehicles on the road worldwide (2005-2020)

Units: million vehicles, annual change in %, motorisation rate (number of vehicles/1000 inhabitants)

mmm Number of vehicles on the road worldwide (million vehicles, left) — Annual change (%, right)

1500 ~ - 6%

Global motorisation rate:
1000 - 4%
) ] I I I I I -
0 - 0%

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016e 2017e 2018e 2019e 2020e

Source: OICA (latest available data: 2015), Xerfi Global estimates

Although the challenges facing the automotive industry (global economic slowdown, protectionist risks, new mobility trends,
etc.) are likely to slow its growth, the outlook for demand remains overall positive in the short term thanks to a set of favourable
factors at the global scale (replacement purchases, consumer interest in innovation, regulatory changes - particularly towards
environmental impact - etc), and in emerging countries particularly (low motorisation rates, growing middle classes, etc.).
Between 2013 and 2018, the number of vehicles on the road throughout the world increased by almost 20%, while the global
motorisation rate (expressed as the number of vehicles per 1,000 inhabitants) rose by about 10%, to 195 in 2018. As this trend
in car ownership is expected to continue, the tyre industry is overall growing (especially on the market for replacement tyres).
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3.1.3. Economic factors Main automotive markets worldwide

China is very important for tyre manufacturers as it is the largest
market for the automotive industry

New vehicle registrations or sales by country (2020)

Unit: millions of vehicles (cars, vans and trucks)
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China accounted for nearly 33% of China
global vehicle sales in 2020, making it
a key region for tyre manufacturers. United States
The size of the Chinese market,
barriers to imports and lower Japan
production costs made China central

, . Germany
to tyre manufacturers' expansion
strategies as they continue to invest India
in the expansion of their local
production capacities, including on France
the Asian market as a whole.
However, more mature markets such Brazil
as the United States, Japan and
Germany also remain important  United Kingdom

sources of revenue due to the size of
their automotive markets (in terms of
sales) and the importance of the
respective automotive industries in
these countries.

South Korea
Russia

Italy

Source: OICA
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3.1.3. Economic factors

Automobile production by country

China, USA and Japan are key markets for OEMs

In addition to being the largest
automotive market in terms of sales,
China is also by far the largest car
manufacturing  country.  Indeed,
Chinese car production reached 25
million units in 2020, or about 33% of
global production. This is more than
the combined production of the US,
Japan and Germany (20.6m vehicles).
The barriers to imports on
manufactured goods that favour local
production and the transfer of
technology from foreign  firms
contributed to the strong growth of
the Chinese automobile industry.
Facing the growth of the Chinese
automotive sector, tyre manufacturers
therefore strengthened their presence
in China in order to get closer to
manufacturers on the one hand, and
to better respond to the particularities
of the Chinese market on the other.

The 20 largest car producing countries in the world (2020)

Unit: millions of vehicles (NB: low cost production countries in yellow)

China
United States
Japan
Germany
South Korea
India
Mexico
Spain |
Brazil

Russia |
Thailand
Canada
France
Turkey
Czech Republic
United Kingdom mm
Slovakia
Iran
Italy

O——.'

Source: OICA
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7 3.1.3. Economic factors Major trends in the automotive market (1/3)

y

The growing popularity of crossovers and SUVs throughout the world leads
to a positive product mix effect
Global SUV sales and market share (2000-2020)

Units: million vehicles (left); % share of total world sales (right)

40 ~ - 50%
- 45%
- 40%

30 -
- 35%
- 30%
20 - - 25%
- 20%
- 15%

10 -
c— - 10%
0 - 0%

2000 2005 2010 2014 2015 2016 2017 2018 2020E

Sources: Jato Dynamics and Pirelli

With the increasing popularity of crossovers and SUVs in recent years, sales of large size wheels increased over the years.
This category of vehicles has been steadily gaining market share worldwide and accounted for almost 40% of global car sales in
2020. While most tyre manufacturers adapted towards large size wheels, the growth and prospects of this segment are also
prompting them to dedicate an increasing share of their innovation and product development budget to this market.

The Global Tyre Industry - October 2021 38



? 3.1.3. Economic factors Major trends in the automotive market (2/3)

The demand for large size rims is growing strongly...

Benefits of the trend towards larger tyres

The increasing adoption of larger With the increasing popularity of private vehicles and the evolution of
diameter (17"/43cm and above) and models (new designs), the demand for larger tyres is growing strongly...

wider (20cm and above) wheels has been
one of the main demand trends and key

growth driver of the tyre market in recent
years. The popularity of this type of wheel
is mainly linked to the popularity of
larger, more powerful and heavier
vehicles, which require larger tyre sizes to
maintain consistent performance levels.

While most car manufacturers are now 17 inch 174 inch
fitting wider tyres as standard, demand is Up to 17 inches +Inches

also driven in the replacement segment
by performance factors (handling, lower ori Higher selling price (up to 40% more
fice expensive than smaller tyres)
Marai More profitable (~30% margin compared to
argins ~15% for smaller tyres)

rolling resistance and therefore lower fuel
consumption) or aesthetics, despite the
higher average price of these tyres.
For tyre manufacturers, this trend
represents a windfall that allows them to
commercialise products with higher
added value and greater profitability.

BENEFITS

Sources: Xerfi Global, trade press, Michelin, Goodyear (market growth estimates)
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3.1.3. Economic factors Major trends in the automotive market (3/3)

The booming electric vehicle market is very promising
for tyre manufacturers
Number of light electric vehicle (BEV and PHEV) by country (2014-2020)*

Unit: thousands of vehicles

China B United States B Germany M Japan B Other

12000 1yl 2016, the United States had the largest fleet of

electric cars (EVs) in the world, before being overtaken by
China. The Chinese government encouraged the purchase
10 000 +|of EVs through various measures: purchase subsidies that
allowed to effectively reduce vehicles’ prices to close to a
third, bypassing the system of purchasing licence plates
8000 - for EV owners, sales quotas for Evs that were imposed on
manufacturers, etc.

However, in 2019, then in 2020, the government
announced reductions in the amount of support for the

@©
O
O
O
o

b

e

6 000 -|purchase of EVs and is considering, in order to revive the
car market, lifting the traffic restrictions for all engines,
limiting the interest in purchasing EVs.

United States
71 778 090 units
(17% of the global fleet)

4000
China:
2 000 - 4 508 670 units
- (44% of the global fleet)
o —
0
2014 2015 2016 2017 2018 2019 2020

(*) BEV: 100% electric, PHEV: hybrid / Source: IEA
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? 3.1.4. Social and technological factors PESTEL analysis: focus on new mobility trends

The rise of shared mobility solutions hampers long-term prospects

Factors favouring the adoption of shared mobility solutions
NEW CONSUMPTION

URBANISATION REGULATIONS
(growth of urban (e.g. car restrictions in urban
populations in the world) centres)
HABITS

NEW TECHNOLOGIES
(e.g. preference for flexibility Growing (increasing connectivity)
rather than ownership) demand for

shared mobility
solutions

RENTING/SHARING

CAR RENTAL APPLICATIONS

YaYS
N

COVOITURAGE

Source: Xerfi Global
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3.2. The Global
Tyre Market

The Global Tyre Industry - October 2021

42



7 3.2.1. The global tyre market The tyre market in volume (1/2)

Due to the health crisis, the global tyre market sharply declined in 2020

Global tyre market (*)

Units: million tyres, annual percentage change

2000 - - 25%
Le7s 1758 1 808 1 805 1793
- | O,
e 1483 1477 1529 - 1577 [ 2%
1500 - 1408 - 15%
1261
1250 - 1180 - 10%
1000 - - 5%
750 - - 0%
500 - - 5%
250 - - -10%
0 L -15%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

(*) Tourism vehicles, vans and trucks, both original equipment and replacement/ Source: Tire Business

The global automotive tyre market grew by 48% in volume between 2009 and 2017 to peak at 1.8 billion tyres sold. This
favourable development was due to the recovery of global automotive production after the 2008-2009 financial crisis, global
economic growth and the overall increase in the number of vehicles worldwide.

However, in 2018 and 2019, the market slightly contracted mainly due to the downturn in automotive production in China and,
to a lesser extent, the drop in demand for replacement truck tyres. In 2020, the health crisis had a strong impact on the market,
which fell by 12%. Only the segment for original equipment truck tyres grew thanks to the high level of truck production in Asia.
This decline is much more significant than in 2009 (-6.4%). In 2009, the market for original equipment was most impacted, while
in 2020, due to the travel restrictions and the recourse to remote work, the replacement market took the blow.
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3.2.1. The global tyre market The tyre market in volume (2/2)

The market for light vehicle tyres was particularly affected
by the health crisis in 2020

Global original equipment market for light vehicles tyres Global replacement market for light vehicles tyres
Unit: million tyres
600 1500

Unit: million tyres

1125 1133 1149
ggs 1045 1070 1091 1020

4
s08 419 425 448 4SS 44T,
400 351 1000
0

2013 2014 2015 2016 2017 2018 2019 2020

Ul

2013 2014 2015 2016 2017 2018 2019 2020

Global original equipment market for truck tyres Global replacement market for truck tyres
Unit: million tyres Unit: million tyres
70 200
178 180 177 176
60
- 479 484 475 482 154 152 158
40,7 150
40 33,9 317
28,7 '
30 108
20 100
10
0 50
2013 2014 2015 2016 2017 2018 2019 2020 2013 2014 2015 2016 2017 2018 2019 2020

Source: Michelin
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? 3.2.1. The global tyre market Sales by market segment

The share of the replacement market tended to increase over the average

period thanks to the growth of the overall amount of vehicles
Light and heavy vehicle tyre sales by market segment (2013-2020)

Units: worldwide unit sales (light and heavy vehicles), percentage share

m Remplacement  m Original equipment
100% -
T agsw  27,4%  272%  27.8%  271,8%  27,4%  261%  253%
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% A
0%

2013 2014 2015 2016 2017 2018 2019 2020

Source: Tire Business

The Global Tyre Industry - October 2021 45




120

100

80

60

40

20

7 3.2.1. The global tyre market Tyre prices

Pressurised tyre prices

Average price of tyres (*)
Units: price per tyre in euro, annual change in %

. 113 - 20%
111 107

- % - 15%
91 95 o
84

)

82 82 79 10%

- 5%
- 0%
- -5%
- -10%
R =
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020f

(*) Passenger cars, commercial vehicles and heavy goods vehicles, original equipment and replacement / Source: Tire Business / Estimate: Xerfi Global

The average price for tyres declined continuously between 2012 and 2016 (-33%) as a result of the fall in natural and synthetic
rubber prices and pricing pressure from low labour cost countries which captured a growing share of tyre production. In 2017,
the average price rebounded due to the surge in the price of rubber, but stabilised thereafter. According to Xerfi, the price of
tyres contracted by 3.4% in 2020. The price of rubber went down and manufacturers renegotiated prices. Thus, tyre
manufacturers agreed to cut prices in order to sustain their business.

The Global Tyre Industry - October 2021 46



7 3.2.1. The global tyre market Revenue in the tyre industry

In 2020, revenue in the tyre industry fell by 15%

Estimated revenue of the global tyre industry (2008-2020)

Units: billion euros, annual percentage change

I Global sales (€bn, left) Annual change (%, right)
180 -~ - 30%
1639 1665 1639
160 - N 157.7 - 20%
147,4 147,8 146,3
140,6 =
140 A 133,2 132,3 - 10%
124,4
120 - 110,8 - 0%

100 . - -10%
80 -20%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020e

Source: Tire Business / Estimate: Xerfi Global

Despite the growth in tyre sales volume between 2009 and 2017, the market in value terms contracted by more than 20%
between 2012 and 2016 due to the negative price effect. After a rebound in 2017, the market has broadly stabilised until 2019
at around €147bn. In 2020, the market fell to around €124bn, down 15% year-on-year, due to a strong volume effect (-12%) and
the negative price effect (-3.4%). This contraction was much greater than in 2009, when it reached 10%.
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? 3.2.1. The global tyre market The tyre market by region (1/5)

Thanks to China, Asia, Africa and the Middle East outperformed in 2020

Global original equipment market for light vehicles tyres in Asia, Africaand Global replacement market for light vehicles tyres in Asia, Africa and the
the Middle East Middle East
Unit: million tyres Unit: million tyres
300 e 420 389 393
5 245 385
250 226 243 227 362 376
200 370 350
200
150 320
100
270
50
0 220
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020
Global original equipment market for truck tyres in Asia, Africa and the Global replacement market for truck tyres in Asia, Africa and the Middle
Middle East Fast
Unit: million tyres Unit: million tyres
50 140 11
361 120 ° 115 116 111 111
40 '
340 32,7 32,1 100 o7
30 26,5 27,9 80
20 60
40
10
20
0 0
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020

Source: Michelin
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7 3.2.1. The global tyre market

y

The tyre market by region (2/5)

The US tyre market has been the most affected by the health crisis

Global original equipment market for light vehicles tyres in America

Unit: million tyres

120 102 101
100 100
100 95
80
62
60
40
20
0
2015 2016 2017 2018 2019 2020

Global original equipment market for truck tyres in America

Unit: million tyres

10
8,3 8,7
8 7,6

6,2 6.9 6,5

6

4

2

0
2015 2016 2017 2018 2019 2020

Source: Michelin

Global replacement market for light vehicles tyres in America

Unit: million tyres

420
373 377 382
370 356 360
338
320
270
220
2015 2016 2017 2018 2019 2020
Global replacement market for truck tyres in America
Unit: million tyres
50
w0 | 37 37 39 38
20 27 29
20
10
0
2015 2016 2017 2018 2019 2020
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7 3.2.1. The global tyre market The tyre market by region (3/5)

v
In Europe, the market for original equipment fell sharply in 2020,
while that of replacement tyres held up better
Global original equipment market for light vehicles tyres in Europe Global replacement market for light vehicles tyres in Europe
Unit: million tyres Unit: million tyres
120 420
99 102 104 103 100
100 371 374
363
78 370 342 349
80 332
60 320
40
270
20
0 220
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020
Global original equipment market for truck tyres in Europe Global replacement market for truck tyres in Europe
Unit: million tyres Unit: million tyres
8 7,3 30
7,0 '
7| 63 63 6.7
6 5,6 25 24 24 24 24 23
23
5
4 20
3
2 15
1
0 10
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020

(*) Western, Central and Eastern Europe / Source: Michelin
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? 3.2.1. The global tyre market The tyre market by region (4/5)

The Chinese market held up best in 2020

Change in the tyre market by region (2020)

Unit: annual change in %

e JP—

North America (**) -11,4% _
st urope B ——
World -12,0% _
Western and Central Europe (*) -13,3% _
Asia (excluding China) -14,1% _
Africa, India, Middle East -18,2% _
South America | -22,1% —
25% 20% 15% 10% 5% 0%

Source: Michelin
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? 3.2.1. The global tyre market The tyre market by region (5/5)

On average over the period, the Asian market underperformed due to
the contraction of demande for original equipment in China

Evolution of the tyre market by region (2015-2020)

Unit: average annual change in %

Europe -1,2%

Americas -2,2%

World -5,3%

Asia, Africa and Middle East -6,2%

-1% -6% -5% -4% -3% -2% -1% 0%

Source: Michelin
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? 3.2.2. International trade Global tyre exports

Global tyre exports have been growing overall since the 2000s due to
market growth and relocation

Value of global tyre exports (2007-2020)

Unit: billion euros

80 ~
74,11

71,34 71,31
' 70,01 "'
70 o 68,08 cEET 68,27 66,30
' ' 63,61
60 -
52,73
50 ~
43,58 45,19
40 -
34,80
30,04

30 26,49 27,20:27,07

20 -

10 ~

0 .

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: ITC
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3.2.2. International trade Main exporting countries

China and Thailand now concentrate most of the tyre production
from high labour cost countries...

q0] Main tyre exporting countries (2008) Main tyre exporting countries (2020)
Q Unit: share in global exports Unit: share in global exports
2 China 13,0% China 19,2%
(D Japan Thailand 7,4%
; Germany Germany 7,2%
z France United States 5,6%
ﬂé United States Japan 5,6%
x South Korea South Korea 41%
Spain France 3,3%
Thailand Spain 3,1%
Netherlands Netherlands 3,1%
Czech Republic Poland 2,9%
0% 5% 10% 15% 0% 5% 10% 15% 20% 25%

Source: ITC Source: ITC

Over the last decade, there has been a shift in tyre production from high labour countries to low cost countries, in particular to China and
Thailand. The share of these two countries in global tyre exports increased by 6.2 points and 4.3 points respectively. Conversely, Japan and
France are the countries whose share of exports declined the most, by 4.5 and 3.4 percentage points respectively. Only Germany held up
well, as it maintained its share in automobile construction.

This is due to the premium tyre manufacturers themselves. First, the goal was to follow car manufacturers who relocated their production
facilities to low-cost countries. Thus, it was about keeping up with the local development of the automobile industry. Furthermore,
the implementation in China was strategic given the size and growth of the local market. Finally, facing the competition from national
manufacturers in low-cost countries, premium tyre manufacturers’ profitability in the low end segment was no longer good enough.
In order to maintain their competitiveness, they decided to benefit from lower labour costs. Besides, Thailand also allow operators to be
close to the rubber supply.
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7 3.2.2. International trade The value of exports

y

...thanks to their specialisation in low-cost tyres

Average value of tyre exports by exporting country (2020)

Unit: euros per tonne

France
Germany
Netherlands
Japan
Poland
South Korea
Turkey
Indonesia

China

o

1000 2 000 3 000 4000 5000 6 000

Source: Xerfi Global, ITC data
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3.2.2. International trade Main importing countries

The United States is trying to limit its tyre imports,
but has been unsucessful so far

Main tyre importing countries (2008) Main tyre importing countries (2020)

Unit: share in world exports Unit: share in world exports

United States 15,3% United States 19,6%

Germany Germany
France France
United Kingdom Canada
Canada Netherlands
Belgium Mexico
Italy United Kingdom
Netherlands Italy
Spain Australia

Mexico 2,7% Russia 2,3%

0% 5% 10% 15% 20% 0% 5% 10% 15% 20% 25%
Source: ITC Source: ITC

Over the past decade, the top 10 for tyre importers barely changed. With the exception of Mexico, most of the operators include
Western countries. The most notable evolution is the strong increase in the United States' share of imports from around 15% to
20%. The tyres imported into the USA come mainly from Thailand, South Korea and Canada. Besides, US imports of Chinese tyres
went up in 2020 due to the anticipation of the introduction of additional customs duties. The first measure of this kind was taken
in 2009 on light vehicle tyres by the Obama administration for a period of 3 years at 5% the first year, 30% the second and 25%
the third.
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? 3.2.2. International trade Intra-regional trade

Low labour cost regions mostly export to other regions

Share of intra-regional trade in new tyres (2020)

Unit: percentage share of intra-regional trade in new tyres by value

EUROPE

NORTH
AMERICA

CENTRAL AND SOUTH 26%
AMERICA

Source: Intracen
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3.3. Leaders' activity
and performances
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? 3.3.1 Revenue Rankings by revenue

Bridgestone and Michelin are at the top of the rankings

Rankings of tyre manufacturers by revenue (2020) (*)

Unit: billion euros

Bridgestone 24,59
Michelin
Goodyear
Continental Tire
Sumitomo
Pirelli

Hankook Tire

Yokohama Rubber

Cheng Shin Rubber

Toyo Tires

25 30

(*) Revenue linked to the tyre activity / Source: Xerfi Global based on operators' reports

The Global Tyre Industry - October 2021 59




? 3.3.1 Revenue Performance amidst the health crisis

Groups that are mainly exposed to the Asian market better sustained the
impact of the health crisis

Ranking of tyre manufacturers by change in revenue (2020) (*)

Unit: annual change in revenue in %.

Hankook -6,2%
Toyo Tires -7,9%
Yokohama -11,1%

Sumitomo -11,4%

Cheng shin Tire -12,1%

Moyenne -12,8%

Continental -13,4%
Michelin -15,2%

Goodyear -16,4%

Bridgestone -17,6%
Pirelli -19,2%

-22% -20% -18% -16% -14% -12% -10% -8% -6% -4% -2% 0%

(*) Revenue linked to the tyre activity / Source: Xerfi Global based on operators' reports
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3.3.1 Revenue The underdogs

Leaders’ market share decreased with the rise of new local operators

The global tyre market by type of manufacturer

Unit: percentage share of global revenue

Top 3 (*)
42,1% Top 3 (*)
37,8%

2010
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(*) Top 3 : Brdigestone, Michelin and Goodyear / (**) Operators whose market share according to the Tire Business ranking is between 2% and 7% / (***) Players whose
market share according to the Tire Business ranking is less than 2% / Source: Tire Business
(***) Operators whose market share according to the Tire Business ranking is less than 2% / Source: Tire Business

Bridgestone, Michelin and Goodyear historically dominated the tyre market. However, over the last decade the combined share of this top three has
declined. Between 2010 and 2019, this share fell by 4.3 percentage points, to 37.8% according to Tire Business data. This is the result of the rise of
manufacturers from low-cost countries that managed to penetrate many markets around the world. This is the case, for example, of Zhongce
Rubber, the leading Chinese manufacturer and 9th largest in the world, or of Thai producers who benefit from local rubber supplies. The emergence
of Chinese manufacturers is linked to the rise in power of the automobile industry in China but also to the repositioning of manufacturers in mature
countries for whom it was no longer profitable to manufacture low end tyres. To face this competition, the United States introduced an ad valorem
tax of more than 35% for three years in 2009 and imposed new anti-dumping customs duties in 2015.
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3.3.2. Operating profit rate

Profitability (1/2)

The profitability of the tyre industry has been declining since 2017

2012-2016

Between 2012 and 2016, the financial
performance of the groups analysed within this
report gradually improved, to reach a record
EBIT ratio of 14.2% in 2016. During this period,
aggregate operating profit increased by 27%,
which can be explained by several factors.

First, price of natural and synthetic rubber
sharply declined during this period, which
considerably reduced the impact of raw
material purchases. In addition, the share of the
more profitable 18+ inch tyres increased.

2017-2020

In 2017, the EBIT ratio of our panel deteriorated
by 2 percentage points, linked to the surge in
the price of rubber between mid-2016 and mid-
2017 due to major floods in Thailand, which led
to a halt in harvesting. Then, from 2018
onwards, the tyre market contracted in volume,
due to the pressure on prices from low-cost
Asian manufacturers. In response, leaders such
as  Bridgestone and  Michelin  started
restructuring their production facilities, which
resulted in heavy restructuring and asset
depreciation charges. Meanwhile, their R&D
efforts intensified in order to innovate and
reinforce their competitiveness. They also
multiplied mergers and acquisitions over the
period, incurring additional expenses.

In 2020, the EBIT ratio of the operators analysed
was almost halved due to the drop in activity
amidst the Covid-19 pandemic.

Aggregate EBIT ratio of analysed groups’tyre business (*)
Unit: % of aggregate revenue
16% -

1379 14,2%
7
12,1%

14% -
12,8%
0,
12% - 12,0% 11,6%
(o)
10.7% 10,3%
10%
8% 71%
6%
4%
2%
0% -

2012 2013 2014 2015 2016 2017 2018 2019 2020

(*) Cumulative figures refer to the divisions included in the scope of the report.
Xerfi Global processing / Source: group financial reports
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3.3.2. Operating profit rate Profitability (2/2)

Premium tyre manufacturers top profitability rankings

Rankings of the leaders by EBIT ratio

The rankings by average EBIT ratio over the Unit: % of revenue
2016-2020 period reflects the positioning of
operators' offer. The top 5 includes the Average 2016-2020 m 2020

so-called premium tyre manufacturers who
aimed to move upmarket, position
themselves in the 17+ inch tyre market and Continental
improve the productivity of their production
facilities over the last few years. Toyo Tires
Leaders’ financial performance also depends ) .
on regional dynamics. Thus, in 2020, the Bridgestone (*)
profitability of tyre manufacturers with

greater exposure to the Asian market, which Pirelli
was less affected by the health crisis, did not

deteriorate as much as the others. Hankook
Taiwanese Cheng Shin Tire even managed to

improve their EBIT ratio. However, the Michelin
financial performances of operators that were

most exposed to the North American market,

such as Goodyear and Bridgestone, Yokohama
deteriorated significantly. Indeed, these

operators suffered from the destocking Goodyear [
strategies of low cost Asian tyre

manufacturers on the American market. Sumitomo

In the second half of the year, tyres imported
from South-East Asia drove demand in the Cheng Shin Tire
region, with distributors anticipating the
application of customs duties in 2021 for bor 0% 2% 4% 6% 8% 10% 12% 14% 16% 18%
products from Vietnam, Thailand, South 0 0 0 0 0 0 o o o () o

Korea and Taiwan.

(ot

Xerfi Global processing / Source: group financial reports / (*) Adjusted EBIT ratio
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3.3.3. Geographical presence of leaders Sales by region

North American and Asian markets are key

Repartition of the main tyre manufacturers’ revenue by region (2020)

Unit: @ = 10% of total sales; © = 5% of total sales; yellow colour for the group's largest geographic market

Africa/ . South
Middle East North America America

Asia-Pacific

Operator Country

Bridgestone o 000
Michelin N | 000
Goodyear Tire & Rubber E (D] |
Continental Tire -
Sumitomo Rubber o

. Vg
Hankook Tire 9, 000

Pirelli I I o0

Yokohama Rubber ® [ 1))

Cheng Shin Rubber “ O o

Toyo Tires @ O - 0000

Source: Xerfi Global on data from company reports;
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3.3.4. Growth and profits

Key performance indicators (1/3)

Bridgestone and Goodyear are struggling over the medium term

Key performance indicators and main growth drivers of the tyre companies analysed in the report

Units: million euros, compound annual growth rate (CAGR) of revenue in percentage, operating profit in percentage of revenue
Colours are relating to the average performance of the sector (green: above average; orange: average; red: below average)

AVERAGE EBIT
RATIO
(2016-2020)

CONSOLIDA- EBIT RATIO
TED SALES (*) 2020

Key drivers of growth and profitability

« Bridgestone's sales declined by 17.6% in 2020 due to its high
exposure to the US and European markets. All of the segments were
affected, especially specialty tyres (-19.3%);

« The EBIT ratio fell by 7.2 percentage points compared to 2019 due to
the sharp contraction of revenue and pressure on prices. The group
had a negative EBIT ratio in EMEA-India (-3.1%). The biggest
contraction in profitability by segment was in specialty tyres (-8.8
points).

* In 2020, Michelin's sales fell by 15.2%, hindered by its exposure to
North America (-20.2%), where the group had to face the increase in
market share of low-cost Asian tyre manufacturers, and to the
European market (-13.6%);

« The group's operating profit rate significantly deteriorated (-4.3
points) but still outperformed the average thanks to the growth in the
segment for tyres over 18 inches. Despite a cost reduction plan,
profitability was affected by exceptional costs (restructuring, sanitary
equipment, etc.).

19 933 M€

BRIDGESTONE (2020) -4.7% 9.1% 12.2%
20 469 M€

MICHELIN (2020) -0.3% 6.9% 11.0%
10 796 M€

GOODYEAR (2020) -5.4% -0.1% 7.5%

» Goodyear's revenue fell by 16.4% in 2020. In volume, sales fell by
18.9%, particularly in the market for original equipment (-23.1%).
However, the group benefited from a favourable product mix which
limited the decline;

* The EBIT ratio sharply deteriorated (-6.5 points) and fell into negative
territory (-0.1%). This was notably due to several exceptional charges
(asset depreciation, plant closures, etc.).

Xerfi Global processing / Source: operators / (*) Turnover linked to the tyre activity
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3.3.4. Growth and profits

Key performance indicators (2/3)

Premium tyre manufacturers (Michelin, Continental, Hankook and Pirelli)
surpass expectations thanks to a positive product mix effect

Key performance indicators and main growth drivers of the tyre companies analysed in the report
Units: million euros, compound annual growth rate (CAGR) of revenue in percentage, operating profit in percentage of revenue
Colours are relating to the average performance of the sector (green: above average; orange: average; red: below average)

CONSOLIDA AVERAGE EBIT
-TED SALES EBI;gﬁ)TIO RATIO
™) (2016-2020)

Key drivers of growth and profitability

* Revenue of Continental's tyre division fell 13.4% in 2020, hurt by
negative currency effects and its exposure to the European market,
which underperformed compared to the rest of the world;

« The division's EBIT ratio fell by 4.1 percentage points but remains
the highest of the tyre leaders.

* Sumitomo's tyre sales fell by 11.4% in value in 2020, and 12.5% in
volume. The group outperformed the industry thanks to a policy of
destocking in the US market in Q4, during which sales remained stable
year-on-year;

* The tyre division's operating profit rate remained stable, at 6% of
revenue in 2020, which is a remarkable performance given the decline
in activity.

CONTINENTAL() 10159M€ oo 10.0% 16.2%
(2020)
. 5583 M€
SUMITOMO (*) 200 0.3% 6.0% 7.4%
4797 M€
HANKOOK TIRE oy -09% 9.7% 113%

» Hankook's revenue showed resilience in 2020 (-6.4%) compared to
other manufacturers. The group benefited from a strong product mix
effect. Sales of +18 inch tyres increased by 3% and accounted for
around 35% of total sales (up from 32% in 2019).

The operating profit rate recovered by 1.8 percentage points, to
9.7% of sales, despite the decline in business in the context of the
Covid-19 pandemic. Hankook benefited from its premium
positioning, a segment that performed really well. The group is one
of the few analysed leaders whose margin rate increased.

Xerfi Global processing / Source: operators / (*) Turnover linked to the tyre activity
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3.3.4. Growth and profits

Key performance indicators (3/3)

Despite their competitive advantages, the performance of Asian manufacturers
remains mixed in the medium term

Key performance indicators and main growth drivers of the tyre companies analysed in the report

Units: million euros, compound annual growth rate (CAGR) of revenue in percentage, operating profit in percentage of revenue
Colours are relating to the average performance of the sector (green: above average; orange: average; red: below average)

CONSOLIDA

NAME -TED SALES
*)

4 302 M€

PIRELLI (2020)

-1.6%

EBIT RATIO
2020

5.1%

AVERAGE EBIT
RATIO
(2016-2020)

11.8%

Key drivers of growth and profitability

« Revenue fell sharply (-19.2%) in 2020 for Pirelli, hampered by its
standard segment (-28.7%). The premium and prestige segments
held up better (-14.4%). In addition, Pirelli's activity was affected by
negative exchange rate effects (-5.1%);

* The group’s operating profit rate significantly deteriorated
(-8.9 percentage points) due to expenses related to the drop in
activity, adaptation to the health crisis and the restructuring plan.

YOKOHAMA 3 813 M€
RUBBER (2020)

-1.1%

8.0%

* Yokohama's sales in 2020 went down by 11.1%, outperforming the
average for the industry. The group benefited from its exposure to
the Asian market but also to the truck tyre market, for which revenue
only fell 9%;

* The deterioration of the EBIT ratio was limited (-0.8 points) thanks
to an adaptation of the group's cost structure.

2 863 M€

CHENG SHIN (2020)

-3.6%

8.9%

71.4%

« Cheng Shin's business fell by 12.1% in 2020. Sales in China fell by
8% but by more than 18% in foreign countries (excluding Taiwan and
the USA). Sales in volume for the private car and truck tyre divisions
fell by 9% and 8% respectively, but rose by 6% and 8% for bicycle
and motorbike tyres;

* Thanks to a cost-cutting plan and the innovation policy that
enabled the group to win certain contracts, its EBIT ratio rose by one
percentage point.

2 518 M€

TOYO TIRES (2020)

-1.0%

12.5%

13.5%

* Toyo Tires' revenue fell by only 7.9% in 2020 despite its exposure to
the North American market. The group benefited from an expansion
of its production capacities;

* The group's EBIT ratio stagnated at 12.5%. Toyo Tires was able to
keep its cost structure under control during the limited contraction of
its business.

Xerfi Global processing / Source: operators
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4.1. Competitive environment Overview

The arrival of new entrants increased competitive intensity

Competitive forces in the global tyre industry

Threat of new Government
entrants influence
++ o

Bargaining power of

Bargaining power of

suppliers
+

customers
+++

Threat of substitutes How to read this chart:

- The darker the shading, the
stronger the force
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4.1. Competitive environment Intra-sectoral competition (1/3)

Industry rivalry is based on many factors other than price...

New entrants
++

» Despite the solid growth of the market, the rivalry between the leaders
of the tyre industry is quite intense and mainly comes from product
positioning. While the general increase in demand and the trend
towards more expensive and profitable premium tyres prevented
manufacturers from engaging in a price war, competition is mainly
based on performance and quality criteria, production scale, size and
efficiency of distribution networks, service range, ancillary services
provided to customers, and brand value. These criteria are all the more
important for the original equipment and wholesale distribution
segments, where operators are competing for multi-year supply
partnerships with manufacturers and wholesalers.
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* As a sign of the growing rivalry in recent years, the global market share (by value) of the three leaders (Bridgestone, Michelin,
Goodyear) fell from 42% to around 38% between 2010 and 2019, implying market share losses in all of their key markets.

« Amongst leading tyre manufacturers, second tier operators (Hankook, Maxxis, etc.) gained significant ground on the
behemoths by pursuing ambitious strategies of upmarket and international growth. Furthermore, South East Asian
manufacturers, notably Chinese ones, also gained ground by aggressively strengthening their position on the segment for
low-cost tyres, flooding the global market with low-priced tyres.
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? 4.1. Competitive environment Intra-sectoral competition (2/3)

...notably product and service quality

Main areas of differentiation within the tyre sector

PRODUCTS

4 )\ 4 )\ 4 )\
Management of the Productrange Competitive selling prices per range
distribution network 9 P gp P 9

. J . J . J

4 ) 4 )\ 4 )\

Fleet management offer Comfort, life span, seasonality, etc. Fuel savings

. J . J . J

4 N\ 4 ) 4 N\
Product guarantees Design, branding Maintenance costs

. J . J . J

Source: Xerfi Global
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4.1. Competitive environment

Intra-sectoral competition (3/3)

Tyre manufacturers operate various brands based on market segment

Examples of market segment positioning of major tyre manufacturers

PREMIUM
OPERATOR SEGMENT MASS MARKET SEGMENT
IlREI_LI IlRELI.I
o || || sewee O
GENERALTIRE
Fmcuenm | | ExSmmcnerm BFGoodrich I(leb"e'r
GOODVEAR GOODFVEAR KELLY KE TIRES [l Sava

EUROPEAN QUALITY TIRES

Source: Xerfi Global
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4.1. Competitive environment Threat of new entrants

Facing the threat of new entrants, leaders are moving upmarket

» Despite high barriers to entry (capital requirement, large
m investments needed to establish a manufacturing base, high fixed
costs, importance of economies of scale) and other relatively high

additional expenses (distribution networks, R&D, marketing), a
series of new operators entered the tyre industry in recent decades.
Indeed, since the beginning of the 2000s, Asian manufacturers
(first Korean, Singaporean or Indonesian, and then Chinese for a
few years now) benefited from the significant cost advantages and
strong growth of their local markets to pursue aggressive
strategies on the segment for low end products. Others relied on
the acquisition of foreign technologies and know-how, such as with
the acquisition of the Italian company Pirelli by the Chinese
conglomerate ChemChina in 2015. Thus, these new entrants were
quickly able to reach their break-even point and position
themselves on a large number of export markets, acquiring
increasing shares in most of the major tyre markets (Europe and
North America in particular).
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* While established leaders partially felt the impact of the new entrants in their key markets, the damage from this new
competition remained relatively moderate. The general increase in demand, especially for higher value-added products,
partly compensated for the loss of volumes through a more profitable product mix. Besides, most leaders abandoned the low
end segments to refocus on the premium tyre ranges and differentiate themselves through technological innovation, higher
added value services and the image of their brands (sponsorship, original equipment contracts with premium car
manufacturers, etc.).
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4.1. Competitive environment Government's influence

Political intervention forces tyre manufacturers to adapt

New entrants * While the role of the government remains overall moderate in the tyre
o industry, the intervention of political authorities has been more marked

over the last decade. For instance, the sharp rise in imports of cheap tyres
from China prompted the United States to introduce safeguards measures
in 2009 (through an increase in import tariffs on Chinese tyres from 5% to
35%) to limit the impact on the US tyre industry. Similarly, the European
Union increased tariffs (in the form of a fixed duty per imported tyre) for a
number of Chinese manufacturers in order to compensate for dumping

and government subsidies from which these manufacturers benefit.
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* In order to circumvent these higher duties, manufacturers can locate their
sites in countries that are not affected by these increases.

» Furthermore, regulations, notably through the new standards relating to performance thresholds for tyres, have a direct
impact on competition in that they modify the performance criteria, and therefore competitiveness, of the various ranges of
tyres produced. Thus, the introduction of new labels intended to provide consumers with better information on tyres’ quality
or technical performance generally favoured manufacturers with higher added value (low rolling resistance, better ground
grip in difficult conditions, environmental impact, noise levels, driving comfort, etc.). In EU countries, labelling (in the form of
standardised labelling) was enforced as early as 2012, and then reinforced in 2016. As of 1 May 2021, tyre labelling has
changed in Europe. New information is provided to consumers such as the name of the manufacturer, tyre reference,
dimensions, load, speed rating and class. According to Brussels, this new labelling system could lead to a reduction of
10 million tonnes of CO, emissions and an increase in revenue of €9 billion for the industry. During the same period, other
key markets such as Japan and South Korea also adopted similar labelling schemes for passenger vehicle and light truck
tyres. More recently, the US introduced a set of new regulatory thresholds and consumer information systems in 2018.
The introduction of standardised labelling and performance thresholds in several emerging countries (China, Brazil) is
currently in discussion.
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4.1. Competitive environment

Government's influence

Towards an ever more accurate labelling to inform consumers

Examples of tyre labels from around the world

A
—(—=)| IENERGYE
g SUPPLIER'S NAME HODEL IDENTIFLER

{@ ‘\{61’ Size Tyre ciass

{@‘ ) ﬁ ))

| P—

11/2012 05/2021

Change of labelling in the European Union
in May 2021 for more precision and readability with the
addition of data on performance on snow and ice.
A QR code has been integrated to scan the label and
access the EPREL database
(European Product Register for Energy Labelling)

Optional label introduced by
the China Rubber Industry
Association (CRIA) in 2017

"

@]
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A
B
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E
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Tyre label available in Brazil

since April 2015 and made

mandatory since October
2016
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i' 4.1. Competitive environment Bargaining power of customers

Despite a diversified customer base, tyre manufacturers value their customer relations

New entrants
++

* Original equipment manufacturers (effectively automobile manufacturers)
account for about a quarter of total tyre sales, and are strategic customers
for tyre manufacturers as they enable them to enhance the visibility or
image of their brand depending on the vehicle models equipped. However,
automobile manufacturers’ bargaining power remains overall moderate.
Indeed, taken individually, they only rarely represent a significant part of the
revenue of tyre manufacturers, who generally work with several operators
depending on product ranges or geographical markets.
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* However, the consolidation of the global automotive sector and the increased competition in certain niches (high value-
added or premium car models with stricter specifications) are prompting tyre manufacturers to enter into multi-year
partnerships in order to reduce competitive pressure.

* In the replacement market, which is more important in terms of size, manufacturers operate mainly reach final consumers
through wholesalers or retail chains. These have bargaining power relative to their size or the range of products they offer.
In addition, the use of internet services, such as online comparators or retailers, offer more choice to consumers and lower
switching costs between different brands. Nevertheless, the trend towards more powerful vehicles resulted in a increase of
demand for higher value-added tyres, reducing the importance of the price criteria for consumers. For several years, tyre
manufacturers have also been aiming to increasing the density of their own distribution networks (opening of sales outlets,
acquisitions or strategic partnerships with retail chains, new distribution concepts, etc.) to reinforce their presence and better
differentiate themselves (new services, after-sales service, etc.). In August, Michelin finalised the purchase of the remaining
60% of the capital it lacked in Allopneus, the French leader in online tyre sales.
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4.2. Leaders' strategies Overview

* 17+ inches tyres

» Connected tyres
* Puncture-proof tyres
* Specialty tyres

/ * Opening of production sites

* Penetration of Asian markets via the
expansion of distribution networks
and marketing strategies

* Opening of technical centres (R

at local or regional scale to

* Telematics market
* Predictive maintenance
* New engines
* Rubber products

res made from sustainable materials
* Recycling

 Reduction of the environmental footprint

of tyre production

* Restructuring
* Site specialisation
* Increasing size to benefit from economies of scale
* Opening of sites in low labour cost countries
* Automation and efficiency improvement of production facilities
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j 4.2. Leaders' strategies

Improving competitiveness (1/2)

The pressure on prices and margins from low-cost manufacturers forces the
other tyre manufacturers to improve their competitiveness

* Automation

* Modernisation of equipment

Tyre manufacturers’ main strategies to improve competitiveness

* Open new sites in emerging
countries to reduce costs
* Getcloser to high-demand areas

* Reach critical size through

operations of external growth
* Increase sites’ size

+ Staff reduction
+ Simplification of production

processes
e Closure of sitesdeemed
unprofitable

FEeeLLs

As part of its cost reduction plan
launched at the end of 2019, Pirelli
intends to save €160m by optimising
production processes, rationalising
components and optimising product
ranges. The group expects to save
€90m through the digitalisation of
processes

(ntinental ®

Continental is building a light vehicle
tyre factory in Thailand in Rayong.
It will be operational in 2022, have a
capacity of up to 4 million tyres and will
require a €250m investment.

GOODFYEAR

In June 2021, Goodyear completed the
acquisition of Cooper Tire & Rubber for
$2.5bn, strengthening its position as
the world's third largest tire
manufacturer. This allowed Goodyear
to expand its brand portfolio.
Goodyear expects to achieve €165min
cost synergies within 2 years

Ol MIICHELIN

In April 2021, Michelin announced its
will to invest in a new process called
Osiris, which allows to combine tyre
manufacturing and finishing processes
within a single step. This will enable the
group to reduce energy consumption
by 57% and increase the site's
productivity by a factor of 2.5.

Y7 YOKOHAMA

At the end of 2020, Yokohama
launched the construction (about
$500m investment) of a 2" off-road
tyre factory in India, Visakhapatnam,
which will be operational at the
beginning of 2023

Y MICHELIN

The share of Michelin’s factories with a
capacity of more than 100,000 t/year
increased from 49% in 2012 to 60% in

2019, with a target of 70% in 2023 for a

minimum capacity utilisation
rate of 90%.

% MICHELIN

Between 2009 and 2020, 11 factories
have been closed, representing more
than 6,100 job cuts. The latest closures
are the plants in La Roche sur Yon in
France (March 2020) and Bamberg in
Germany (December 2020).

In January 2021, the group announced
a plan to cut another 2,300 jobs in
France, i.e. 10% of the workforce in the
country.

ZERIDGESTONE

Solutions for your journey

In May 2021, Bridgestone closed its
only plantin France, in Béthune. It was
considered to be the group's least
competitive plant in Europe.
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7 4.2. Leaders' strategies Improving competitiveness (2/2)

Investments in emerging countries allow operators to benefit from a better
cost competitiveness

Labour cost index by country (2018)

Unit: Labour cost index (based on 2018 average annual exchange rates), Germany=100

120 ~
100
100 - 94
80 -
70
€0 - 59 58
41 40
40 -
20 A 13 12
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0 - .
) @ & 9 > Y R s @ 2 0 0
&@'Z’Q <(<z>° (,3(5& o+ (&0’ Q\SQ O\\’Sl- o’b %@ v‘& @'z’ & N Qp"’% \’8\6’ &
0@ '\'le @ QO Q‘Qj (9\ (</Q Q{‘Q %O
N O,e& <

Source: Continental
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? 4.2. Leaders' strategies Strengthening in high value-added products (1/7)

Higher value-added tyres enable operators to escape from price pressures...

The different types of high value-added tyres

Eco-designed tyres made
from innovative materials

Tyres over 17 inches on SUVs
and pick-ups

Tyres that provide
connectivity solutions

Premium car and truck tyres

oy s Specialty tyres
with improved performance TS (two-wheelers, agriculture,

(4-season tyres, etc.) mining, aviation, etc.)

Although the development of tyres with higher added value requires greater investment in R&D, their profitability is clearly higher than that
of standard tyres. In order to escape from price pressures and declining margins in the low and mid end segments due to the offensive by
low cost manufacturers, the leaders in the sector are reinforcing their innovation efforts in order to position themselves on high end tyres.
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? 4.2. Leaders' strategies Strengthening in high value-added products (2/7)

...thanks to the positive product mix they offer and their higher level of profitability...

Adjusted EBIT ratio by segment in 2019 (% of sales) Product mix effect at Michelin (million euro)
M Bridgestone Michelin 300 -
25% A 248
21,9%
20% - 18,7%
’ ) 200 - 189 196
15% - 144
10,8% 10,6%11.1%
(o)
10% - 9.3%
100
5% A 52
28
u
Specialty tyres Truck tyres Passenger 0 -
vehicle tyres 2015 2016 2017 2018 2019 2020
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? 4.2. Leaders' strategies Strengthening in high value-added products (3/7)

...but require significant R&D investments

R&D ratios of major tyre manufacturers (2020)

Unit: ratio of R&D expenditure to revenue in percent

Reflecting their strong positioning in
the premium/top of the range tyre

segment, the Korean Hankook and the Pirelli High Value 6,0%
Italian Pirelli had the highest R&D ratio Hankook Tire 5 8%
among the main tyre manufacturers in 1070
2020‘ Wo.rldwi.de. The R&D‘ir)v‘estments Pirelli (total) 459%
of Pirelli's High Value division even '
peaked at 6% in 2020. Nevertheless, Cheng Shin Rubber 41%
the leaders in the industry as a whole '
have relatively high R&D ratios, which Michelin 3.2%
increased significantly in recent years.
Bridgestone 3,2%
Indeed, innovation is no longer  Goodyear Tire & Rubber 3,2%
leaders’ focus. In 2020, the Chinese
company Cheng Shin Rubber - which Sumitomo Rubber 3,1%
specialised in low-cost tyres for a long .
time - exceeded the world's biggest Toyo Tires 2,6%
manufacturers (Michelin, Bridgestone, ) )
Goodyear) in terms of innovation Continental Tire 2,6%
efforts, illustrating its strategy of Vokohama Rubber 2 5%

moving upmarket to strengthen its
position on foreign markets.

0% 1% 2% 3% 4% 5% 6% 7%

Source: Xerfi Global on data from annual reports

The Global Tyre Industry - October 2021 82




4.2. Leaders' strategies

Adaptation to electric and

autonomous vehicles

\

Connectivity

The growth of electrified vehicles and the
potential rise of autonomous cars created
a need for specific tyre development.
Electrified vehicles are heavier because of
the batteries’ weight. Michelin estimates
that tyres need to increase their weight
capacity by 15% to maintain their
performance. In addition, the tread wears
out more quickly because of electric cars’
torque, which is much higher than that of
combustion cars, but also because of the
high pressure during braking for the
energy recovery phase. As an example,

Many vehicles, both light and heavy, drive
with worn or under-inflated tyres. Around
30% of breakdowns are linked to low tyre
pressure and 10% of under-inflation leads
to a 2% increase in fuel consumption.
For tyre manufacturers, the development
of tyres connected by RFID chips and
other sensors enables them to offer
related services and solutions (fleet
management, remote inflation, etc.).
By multiplying internal investments,
strategic partnerships or targeted
acquisitions, most manufacturers

Strengthening in high value-added products (4/7)

Innovation efforts respond to new technological
and environmental challenges

Energy efficiency, wear

resistance

Eco-design

Improving fuel efficiency is one of the
oldest fields of innovation for tyre
manufacturers. The fuel savings that a
tyre can offer is a major selling point, as it
is linked to a potential gain in purchasing
power for households and a reduction in
costs for companies.

In addition, the durability of the tread is
another sales argument. In order to
improve the durability of the tread, tyre
manufacturers are developing puncture-
proof airless tyres. This type of tyre will be
sold at a higher price. Michelin presented

The challenge of eco-design is important
in terms of image but above all
economically. Tthe industry is subject to
CO, emission quotas . Furthermore, the
possibility of producing tyres from
recycled materials and alternatives to
rubber and oil allows manufacturers to
envisage autonomy in terms of supply
and above all to no longer depend on the
volatility of rubber prices. Groups are
looking to invest in green chemistry

ichelin ki h d strengthened their products and services its little puncture-proof Uptisin 2019. companies.
'\f/l'; elinis wor ';9 on the tread pattern in the field of connected mobility in However, even though these tyres are
of the tyres and the tread to compensate. recent years. puncture-proof, they still wear out.
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? 4.2. Leaders' strategies Strengthening in high value-added products (5/7)

The share of large size tyres in sales continues to grow

Share of Michelin’s sales from 18-inch and larger tyres Share of Continental’s sales from summer and all-season
(% of total sales volume) tyres that are 18 inch and larger (% of total sales volume)
60% - . 559 30% -
50% - 43%---+-- A% 25% - g sog21 4922 5%
) I
40% N 32% 20% N 1 1 5’7%1 716A’
30% +--25% 15% - 3.3%
o o ) 10,7% 12,1%
20% - 10% 19 7,0%5:1%
10% - co;
0% 0% -
2015 2018 2019 2020 2023p 9 10 11 12 13 14 15 16 17 18 19
Share of Toyo Tires’sales from SUV tyres Share of Yokohama's sales from 18-inch and larger tyres
(% of total sales volume) (% of total sales by volume))
[0) _ 0, -
>0% 41% 60% 50%
30% 40% -
4 -
30% -
0, .
20% 20% -~
10% - 10% -
0% - 0% -
2013 2016 2020 2019 2023
Source : Toyo Tires Source and forecast: Yokohama

The growth of 18 inch and larger tyres is explained by the continuous increase of the share of SUV sales over the last decade. These vehicles
are owned on average by more affluent households who mainly buy premium tyres. Even despite the health crisis, this segment continued
to grow for many tyre manufacturers, such as Hankook.
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4.2. Leaders' strategies Strengthening in high value-added products (6/7)

Like the agricultural tyre market, the speciality markets offer significant
opportunities for manufacturers
Global agricultural tyre market (2020-2028f)

Unit: billion euros, annual variation in %, compound annual growth rate (CAGR) in %.

Main drivers of demand

I Market value (€, left) === Annual variation (%, right)
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12 - 5%
0. ]
o028+ — - 4% - | |
10 - CP\GP‘ZOZ — Modernisation of agricultural equipment
— L 49 in key markets
8 - ] - 3%
Growth and development of the global
Yy agricultural industry in a context of
. ? of growing food needs
- 2%
. New product development among tyre
4 7 - 2% manufacturers
- 1%
> Increase in replacement purchases with
L 1% public subsidies and new regulations
favouring advanced agricultural
0 0% equipment (e.g. more ecological)
- (o}

20e 21f 22f 23f 24f 25f 26f 27f 28f

Source and forecast: Grand View Research

The Global Tyre Industry - October 2021 85




7 4.2. Leaders' strategies

U

Strengthening in high value-added products (7/7)

Michelin and Yokohama have been particularly aggressive
in the speciality segment in recent years

Y7 YOKOHAMA

July
2016

Acquisition of Alliance Tire Company (ATG), an
Israeli manufacturer of tyres for agricultural and
industrial machinery, for $1.18bn (€987m).

!y,, MICHELIN

March
2017

Acquisition of Aichi Tire Industry, a Japanese
manufacturer of solid tyres, pressure tyres for
industrial machinery and other industrial rubber
products.

December
2020

Construction ($300-400m investment) of a second
off-road tyre plant in India, in Visakhapatnam.
In August 2021, $171m was added to increase the
initially planned capacity of the new plant, which
will be operational from early 2023.

March
2018

Acquisition of UK-based Fenner for €1.48bn.
The company, which specialises in the
manufacture of conveyor belts for conveying
materials, employs 4,330 people, owns around 30
plants and earned £655m in 2017. It also designs
high-tech polymer-based parts, such as seals,
transmission timing belts and blood transfusion
kits. The acquisition of Fenner consolidates
Michelin's leading position in the mining market

December
2018

Acquisition of Quebec-based Camso for €1.25bn,
the world leader in rubber tracks and solid tyres,
two market segments in which Michelin was
previously absent. Camso had 7,500 employees in
17 plants and 3 development centres in 26
countries.

January
2021

Consolidation of all its off-highway activities into a
single entity called Yokohama Off-Highway Tires
(YOHT), marking the end of the Alliance Tire
Group (ATG).

January
2021

Michelin renewed its contract to supply tyres for
Air France-KLM's aircraft for a period of
10 years. The partnership also includes
collaboration on emission reduction and new
technologies. The tyres supplied will be produced
in the French factory located in Bourges (Cher).

Sources: operators and specialised press
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4.2. Leaders' strategies Diversifying sources of income (1/2)

Facing the rise of connected cars, tyre manufacturers
diversify into mobility services

G Telematics Market Growth (2018-2024p)
% Unit: millions of telematics systems installed as original equipment
\J 80 - 754 - - :
o Telematics is the provision of solutions for
e 20 fleet monitoring and optimisation, driver
- i behaviour improvement and digital
U b transformation. It is the kind of service that
&a: 60 - g A tyre manufacturers value highly in order to
ﬁ,} '\9;2,07' ’ diversify.
s 20
x 50 - (,P‘c’?\ According to Berg Insight the number of
OE in-vehicle systems almost reached
20 34 million units in 2018. With an average

annual growth rate of 14.2%, the volume of
equipment is expected to reach 75.4 million
30 in 2024. Taking advantage

of this dynamic, so-called secondary
products, including services, will double
20 - over the period (from 41% to 82%).
The total number of subscribers will grow

significantly, with an estimated average
10 1 annual growth of 27%, from 80.4 million
users to 339.3 million in 2024.

34,0

18 19P 20p 21P 22P 23P 24P

Source and forecasts : Berg Insight
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4.2. Leaders' strategies Diversifying sources of income (2/2)

g
—

-

External growth operations allow operators to
to rapidly build up their service offering

Examples of tyre manufacturers’ development in new mobility services

) MICHELIN ZBRIDGESTOINE

3 Al Vg
@ @ @@ y 4 % E f@ ‘@ Solutions for your journey

xerfilGlobal

(ontinental
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4.2. Leaders' strategies

Targeting strategic geographic markets (1/2)

Tyre manufacturers continue to diversify geographically

Recent examples of projects to open sites abroad

TOYOTIRES

In December 2020, the Toyo Tires Group launched the construction of its first factory in Europe
in the Republic of Serbia in December 2020. The new plant represents an investment of €390m and is
expected to start tyre manufacturing activities in April 2022, with a capacity of 5 million
passenger car tyres per year by summer 2023.

SUMITOMO

RUBBER INDUSTRIES

In July 2021, Sumitomo announced a €200m investment to increase the tyre production capacity of the
group's only plant in Brazil. Its capacity will increase from 18,000 units per day to 23,000 by April 2024.
Similarly, the production capacity of truck and bus tyres will increase from 1,000 per day to 2,200 by
April 2025.

(@ntinental &

Continental plans to increase the share of tyres manufactured in the Asia-Pacific region from around
4% in 2015 to almost 20% by 2025. After increasing capacity at strategic locations such as Lousado in
Portugal and Puchov in Slovakia, the group launched the construction of a new plant in Rayong,
Thailand. The plant is expected to reach a production capacity of around 4 million passenger tyres by
2022.

ZRIDGESTONE

Bridgestone invested in the expansion of its US facility in North Carolina and three of its European sites
(Burgos in Spain, Poznan and Stargard in Poland). As part of its product diversification, the group also
opened a manufacturing site and a retreading site in Thailand in 2019 entirely dedicated to aircraft
tyres.

Sources: operators and specialised press
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? 4.2. Leaders' strategies Targeting strategic geographic markets (2/2)

Sponsorship contracts are tyre manufacturers’ main marketing strategy

to establish a foothold in a given region or raise awareness
Marketing strategies in the tyre industry

S
SPONSORSHIP OF SPORTS EVENTS » OTHER MARKETING STRATEGIES

OR TEAMS

In order to promote or
reinforce their brands’
image, tyre
manufacturers invest TV commercials
mainly in equipment
sponsorship contracts

\

Football teams or competitions (car races, motorbikes,

(e.g. Hankook in UEFA Champions League; bicycles etc.) or
Falken (Sumitomo) for Liverpool FC) ! ’

Car racing
(e.g. Formula 1, Motorcycle Grand Prix)

Digital advertising

(e.g. social networks, specialised car sites etc.)

financial sponsorship

r N\ | contracts (sports clubs, . :
e . . Dual branding partnerships
Basketball teams or competitions sporting events), either ("dual branding")
.g. Goodyear for the Cleveland Cavali
X (e.g. Goodyear for the Cleveland Cavaliers) ) throughput the world (.. Michelin and Under Armour for sporting goods)
or during popular
[ _ sporting events. e
Olympic Games Participation in motor shows
(Bridgestone) (Frankfurt, Detroit, etc.)

\ J

Source: Xerfi Global
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? 4.2. Leaders' strategies Improving products’ eco-design (1/2)

Eco-design has environmental, marketing and economic benefits

Increasingly stringent forestry standards,
tyre information and CO,

Consumer awareness of environmental issues Volatility of rubber and oil prices

Use of plant materials and alternatives to Reduction of emissions during Recycling of materials from
rubber and oil production processes from tyre decomposition
Examples

+ 25% sustainable materials in some tyres currently

‘ onti“ental »?’\ * 60% sustainable materials by 2030 for its best-selling product ranges

* 100% sustainable materials by 2050 for all product ranges

01 * 28% sustainable materials currently in all product ranges
-b))ﬂ, MICHELINN * 40% sustainable materials by 2030 for all product ranges
* 100% sustainable materials by 2050 for all product ranges
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4.2. Leaders' strategies Improving products’ eco-design (2/2)

Tyre manufacturers are stepping up innovations, investments and
partnerships to accelerate tyres’ eco-design

Examples of eco-design innovations or investments

C
Ontinental®’ SLMITOMQ SAMICHELIN _cazios

GCOODSYEAR ZRIDGESTONE

)@0} ]

Solutions for your journey
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6. Sources

The Global Tyre Industry - October 2021

93



Bridgestone

Michelin

Goodyear Tire & Rubber

Continental Tire (Continental Corp.)

Sumitomo Rubber Group

Hankook Tire

Pirelli

Yokohama Rubber

Cheng Shin Rubber

Toyo Tires

www.bridgestone.com

www.michelin.com

corporate.goodyear.com

www.continental-corporation.com

www.srigroup.co.jp/english/ir

www.hankooktire.com/global

corporate.pirelli.com

WWW.yrc-pressroom.jp/ir_en

www.cst.com.tw

www.toyotires-global.com
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ACEA

ATMA

World Bank

Grand View Research

IHS Markit

Intracen

OICA

Statista

Tire Business

Tyrepress

Professional associations and data sources
European Automobile Manufacturers' Association
www.acea.be

Indian Tyre Manufacturers Association
www.atmaindia.org

International financial institution, source of macroeconomic data
www.banquemondiale.org

Market analysis and consulting company
www.grandviewresearch.com

American economic information company
www.ihsmarkit.com

International Trade Centre (agency affiliated to the WTO and the UN)
www.intracen.org

International Trade Centre (agency affiliated to the WTO and the UN)
www.oica.net

Statistics, market research and economic intelligence website
www.statista.com

Specialised magazine for the tyre industry
www.tirebusiness.com

Specialist magazine for the tyre industry
www.tyrepress.com
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Business and trade press

International economic and financial news agency

Bloomberg www.bloomberg.com

International economic and financial weekly

Businessweek .
www.businessweek.com

International economic, political and financial weekly

The Economist )
www.economist.com

International economic and financial daily

Financial Times
www.ft.com

International Economic and Financial Review

Forbes Magazine
www.forbes.com

International news agency

Thomson Reuters
www.thomsonreuters.com

International economic and financial daily

Wall Street Journal i s
online.wsj.com
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5. Annexes

The Global Tyre Industry - October 2021

97



©
Q
[e
O
-
G
=

Glossary

ITEM DEFINITION

Assets encompass all the economic resources owned by a company. They are commonly divided into short term (cash, trade

Assets receivables, etc.) and long term assets.
CAGR Acronym for Compound Annual Growth Rate.
Short for "Capital Expenditure”, an item of the cash-flow statement used as a proxy for investment in property, plant and
Capex . ' . S . . o
equipment (PPE). Generally entails physical assets used to maintain or increase operation capacities.
Capex ratio The percentage ratio between capital expenditures and net sales.

Currentratio

The current ratio is found by dividing current assets by current liabilities and indicates whether the company has enough
resources to pay its short term debt (12 months).

Debt-to-equity

The ratio between total liabilities and total equity, reflecting the company’s relative amount of debt.

E;iﬁ flow The cash that a company is able to generate after subtracting expenses needed to maintain its asset base.
. Gross profit is the result of the difference between total sales and the cost of making products or providing services. Payroll and

Gross profit . :

interest costs as well as taxes are not taken into account.
Impairment Impairment charges occur when a company has found that the value of its goodwill has been overestimated and needs to be
charge revised.

Interest coverage is calculated by dividing operating income by net interest expenses and reflects the company's debt burden, i.e.
Interest coverage . . : . . . . .

its ability to pay interest on outstanding debt. The lower this ratio, the more the company is burdened by interest expenses.
Liabilities Liabilities encompass all obligations arising from a company's past operations and which will result in an outflow of resources in

the future. Liabilities are divided into short term and long liabilities, and represent the debt a company owes to its creditors.
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Glossary

ITEM DEFINITION

Net debt Net debt is calculated by subtracting a company's cash from its total debt.
Net profit/ Net profit refers to a company's total earnings. It is the result of the difference between net sales and all operating and non-
net margin operating expenses such as taxes, interests, depreciation and amortisation expenditures.

Operating profit refers to the earnings generated by the normal business operations of a company. Operating profit is the result
of the difference between sales and total operating expenses. Operating margin is expressed in % and is computed by dividing
operating profit by net sales.

Operating profit/
operating margin

Expenses associated with the research and development process of creating new products or services; it is often used as a proxy
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R&D expenditure for innovation.
Return on assets is calculated by dividing a company's net income by its total assets. It measures the ability of the company to
Return on assets (ROA) generate profits from its assets.
. Return on equity is calculated by dividing a company's net income by its shareholder equity. It measures the ability of a company
Return on equity (ROE) to generate profits from its investment funds.
Sales Earnings made from the sales of goods and services, excluding VAT and other taxes. Reflects, total volumes sold, selling prices,
exchange rates and product mixes.
Quick ratio The quick ratio is calculated by dividing current assets net from inventories by current liabilities and measures the company's
immediate capacity to repay its short term debt.
. . Working capital is the difference between currents assets and current liabilities. When positive, working capitals means a
Working capital

company would able to pay its short term debt.
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