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* Comparison of Atradius credit risk situation/business performance outlook for the industry

(Ranking from one ball (very poor) to five balls (very good)
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Squad performance for the tournament - check

British automotive industry

2016f 2017f

Country

Slovakian automotive industry

2015 2016f 2017f

GDP growth

Automotive sector value
added growth (%)

Average automotive sector growth
over the past 3 years (%)

Level of competition

Sources: IHS, Atradius

Upswings in both football and
industry performance

The Welsh football team has seen an upswing in recent
years, culminating in the first qualification for a Europe-
an football championship ever in 2016. This resembles,
somehow, the rebound of the British car industry. This
sector has grown four years in a row, mainly helped by
cheaper finance and stronger exports. Car manufactur-
ing reached a ten year high in 2015, growing 3.9% year-
on-year to 1,587,677 vehicles. Both domestic car produc-
tion and domestic car registrations have continued to
grow further in the first months of 2016.

As more than 77% of all cars produced in the UK are ex-
ported, it is expected that manufacturers will continue
to benefit from continued growth in car sales in Western
Europe. Anincrease of 4.7% is expected in 2016 and 3.1%
in 2017. Demand from China for UK-manufactured cars
is also expected to increase further.

That said, despite the benign outlook for the time being,

the industry remains very susceptible to global econom-

ic volatility.
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Major milestones achieved

Just like the first qualification of Slovakia’s team for a
European football championship was a major milestone,
the country’s automotive industry broke arecord in 2015
producing more than a million cars for the first time. The
country is the global leader in car production per capita
(184 cars per 1,000 inhabitants in 2015). The automo-
tive industry accounts for 45% of Slovakia’s manufactur-
ing activities and 35% of exports. With another increase
in car sales forecast for Europe in 2016, the Slovakian
automotive industry is expected to benefit. At the same
time domestic car sales are expected to remain robust.
Profit margins of vehicle manufacturers are expected
to increase futher in the coming months due to robust
sales, lower costs for steel and plastics and improving
efficiency in the production process. However due to its
high dependence on exports the Slovakian automotive
sector remains highly susceptible to adverse develop-
ments in the global car market, e.g. a major slump of
demand in China.



Players to watch

Wales/United Kingdom

®m  British car producers continue to do well.
Car producers like Jaguar Land Rover con-
tinue to be successful and, this is having a
positive effect on the automotive supply
chain segment.

B |nvestment in the car producers sector is
expected to increase further, e.g. demon-
strated by the plan of McLaren automotive
to invest GBP 1 billion in the coming years.

®  With demand growing, new car sales con-
tinue to be strong, and the British car retail-
ers segment is posting increased profits.

Slovakia

®  The Slovakian automotive suppliers seg-
ment widely benefits from decreased com-
modity costs and rising demand. Jaguar
Land Rover has decided to build a new plant
in Slovakia with production expected to
startin 2018 (planned are 150,000 cars per
year at the start). This will further increase
demand from local car parts suppliers.
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Major strengths and weaknesses

British automotive industry Slovakian automotive industry

High fixed costs and necessary
investment in research and development

High export dependence makes the
industry very vulnerable to international
economic volatility

High operating leverage magnifies gains
and losses, making earnings sensitive to
sales

More segments need to increase added
value and/or quality

Highly competitive industry with
overcapacities and heavy discounting
impacting profit margins

Deteriorating sales to Brazil and Russia
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Fair play ranking:
payment behaviour and insolvencies

British automotive industry

On average, payments in the British automotive sec-
tor take around 60 days.

Payment experience is very good, and the level of
protracted payments is low.

The number of non-payment cases decreased in
2015, and this positive trend is expected to continue
in 2016.

With increasing demand and increased profit mar-
gins the level of automotive insolvencies is low, and
this is expected to remain unchanged in 2016.

Slovakian automotive industry

Depending on the level in the supply chain, payment
duration in the automotive sector ranges between
30 days and 60 days.

Payment behaviour is generally good with a low
number of non-payment notificiations, and this is ex-
pected to remain unchanged in the coming months.

The insolvency level in this industry is expected to
remain low after decreasing over the last six months.
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Disclaimer

This report is provided for information purposes only and is not intended as a recommendation
or advice as to particular transactions, investments or strategies in any way to any reader. Read-
ers must make their own independent decisions, commercial or otherwise, regarding the infor-
mation provided. While we have made every attempt to ensure that the information contained
in this report has been obtained from reliable sources, Atradius is not responsible for any errors
or omissions, or for the results obtained from the use of this information. All information in this
report is provided 'as is’, with no guarantee of completeness, accuracy, timeliness or of the re-
sults obtained from its use, and without warranty of any kind, express or implied. In no event will
Atradius, its related partnerships or corporations, or the partners, agents or employees thereof,
be liable to you or anyone else for any decision made or action taken in reliance on the informa-
tion in this report or for any consequential, special or similar damages, even if advised of the
possibility of such damages.

Copyright Atradius N.V. 2016

If you've found this report useful, why not visit our website www.atradius.com,
where you'll find many more Atradius publications focusing on the global econ-
omy, including more country reports, industry analysis, advice on credit man-
agement and essays on current business issues.

On Twitter? Follow @Atradius

Connect with Atradius
on Social Media
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The Netherlands
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