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REGIONAL HIGHLIGHTS

Assembly Plants:
Capacity:
Employment:

Tier 1 Suppliers*:
Employment:

Institutional
Assets:

Labor Force:

Higher-Education

Rail:

Ports:
Airports:
Multimodal:

Border Crossings:

9 global manufacturers
Almost 900,000 units/yr

More than 18,000
workers

Over 200 plants
Over 133,000 workers

2 Technology
Commercialization
Centers, 7 University
Research Centers, 3
Trade & Technical
Assistance Providers.
Each state has
economic development
department to assist
with location/relocation.

Over 17 million workers

Well-educated, high-
quality

140 Institutions offering
227 programs

More than 14,000 miles
of Class | track

6 ports in region
14 major airports
5 major inland ports

13 border crossings

* OEM Tier 1 is loosely defined here as those
plants that are direct suppliers to assembly plants.
This list does not include exclusive suppliers of
heavy vehicle assembly plants.
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Region facilitates access to the rapidly growing
Mexican automotive retail marketand Texas -t he U
largest automotive retail market.

The NAFTA Highway (1-35 / Mex-85) serves as the
backbone for the regionos
industry.

V Significant supplier and assembly plant clusters in
Monterrey/Saltillo area and Dallas/Fort Worth area

V Toyota plant in San Antonio serves as connector
between clusters

Border crossings function as gateway between eastern
& central Mexico and eastern half of US & Canada.

Available high-quality labor force will support future
growth in industry.

Increasing research and development capabilities in
the region offer cost advantage to assembly plants and
OEM s for product development.



REGIONAL OVERVIEW

A Nine global vehicle manufacturers
are located in the region.

A General Motors has been the long-
standing driver of the regional
automotive industry, with a plant in

Arlington (1953), a plant in Ramos /7;‘\ D
Arizpe (1981), and a plant under N 7 enn
construction in San Luis Potosi | \(;/ | fland

[ )
(2009). Arlington Dallas

AChryslerds engine |pl antElPass Sal t i 0
began production in 1985, while its
assembly plant began production in
1995. The new Phoenix Engine .
Facility, also in Saltillo, will come on Austin o
line in 2009. Sealy .
Houston
L San Antonio \

A In 2006, Toyota began production at

its San Antonio facility. - .
i ' Marcopolo BAE SYSTEMS

A These assembly plants are supported

by a network of over 200 OEM Tier 1 \ ‘
supplier plants located in Texas and
Northeastern Mexico. These OEM ‘

® Corpus Christi

Monclova ¢

Tier 1 suppliers employ over 133,000
workers in almost 37 million square
feet of facilities.

Ramos e
[ ]

€ FREIGHTLINER B Ao

A In addition, Peterbilt, BAE Systems (Coming 2009)
(formerly Stewart & Stevenson),

Navistar- International, Daimler- / )
Freightliner, Marcopolo, and Scania \ /

all have existing or planned
manufacturing facilities in the region,
creating a substantial heavy vehicles

® Ciudad Victoria

cluster. ® Tampico

(Coming 2009) San Luis Potosi 4
@ T..LP STRATEGIES SOURCE: ELM Guide, TIP Strategies, Inc., research




REGIONAL OVERVIEW (cont.)

A While US companies have the largest
presence, companies from Brazil,
Japan, Germany, and Sweden have
invested in the region.

A These assembly plants are expected
to employ more than 18,000 workers
in the region by 2010.

A The 20 largest supplier plants include
manufacturers of components from
windshield wipers to semiconductors.
The majority of the large suppliers are
located in Mexico, especially along
the border in Tamaulipas.

A The region has 74 OEM Tier 1
supplier plants that employ 500 or
more workers. In addition, the pool of
suppliers includes international firms
such as Magna Cosma International
(CA), Mahle (DE), Plastic Omnium
(FR), Sanden (JP), Takata (JP), and
Robert Bosch (DE).

@T.I.P STRATEGIES

Regional

Automaker HQ Employment

General Motors us 7,681
Toyota Japan 1,95¢
Chrysler* us 3,24¢
Navistar - International US n/a
Daimler - Freightliner ~ Germany 1,60(
BAE Systems us 2,10C
PACCAR - Peterbilt us 2,00(
Scania Sweden 167
Marcopolo Brazil n/a

* Employment for Phoenix engine expansion not available.

# of

Supplier Name City State Employees

ARNESES Y ACCESORIOS DE MEXICO, S.A. DE C.V. CIUDAD ACUNA COAH 9,30(
DELTRONICOS DE MATAMOROS, S.A. DE C.V. MATAMOROS TAMPS 5,20(
DELNOSA, S A.DEC.V.-PLANTS 1,2,3,Y4 REYNOSA TAMPS 4,25(
CIFUNSA, S A.DE C.V. - PLANT lll & IV SALTILLO COAH 3,70(
TEXAS INSTRUMENTS, INC. - SEMICONDUCTOR GROUP SHERMAN ™ 3,60(
MANUFACTURERA DE COMPONENTES ELECTRICOS DE MEXICREBRAS NEGRASOAH 3,50(
DELPHI THERMAL & INTERIOR SYSTEMS, S.A. DE C.V. MATAMOROS TAMPS 3,40(
NEMAK, S.A. (PLANTS I, II, lll & IV) GARZA GARCIA NL 3,30(
TRICO COMPONENTES, S.A. DE C.V. MATAMOROS TAMPS 3,20(
TRW VEHICLE SAFETY SYSTEMS DE MEXICO, S.A. DE C.V. REYNOSA TAMPS 2,40(
DELNOSA, S A.DEC.V. - PLANTS5Y 6 REYNOSA TAMPS 2,35(
CABLEADOS DEL NORTE, S.A. DE C.V.- #42 (AFL AUTOMOTIVE)TORREON COAH 2,30(
METALSA, S.A. DE C.V. - APODACA PLANT APODACA NL 1,80(
CONDURA, S.A. DE C.V. - PLANT 2 (DELPHI PACKARD) MATAMOROS TAMPS 1,80(
KEY SITE SYSTEMS DE MEXICO VALLE HERMOSO AMPS 1,70(
VISTEON CORPORATION - CARPLASTIC, S.A. DE C.V. APODACA NL 1,69(
CONTINENTAL TEVES - SEGUIN SEGUIN X 1,50(
ARNECOM, S.A. DE C.V. SAN NICOLAS NL 1,50(
ALCOM ELECTRONICOS DE MEXICO, S.A. DE C.V. REYNOSA TAMPS 1,50(
PANASONIC AUTOMOTIVE SYSTEMS DE MEXICO, S.A. DE C.V. REYNOSA TAMPS 1,50(

* OEM Tier 1 is loosely defined here as those plants that are direct suppliers to assembly plants. This list does not

include exclusive suppliers of heavy vehicle assembly plants.
SOURCE: ELM Guide, TIP Strategies, Inc., research



REGIONAL COMPARISON

A The 4-state region of the Mid-
South/Ohio Valley produced 3.9
million motor vehicles in 2007. The
evolving auto cluster in the 4-state
Deep South region built 1.3 million
vehicles. Within the comparable 5-
state Border cluster of Texas and
Northeastern Mexico, the final
assembly plants together produced
731,000 vehicles.

A The more developed auto clusters in
the Mid-South and Deep South draw
upon a wider range of final assembly
plants. In the Texas/Northeastern
Mexico region, the opening of
Toyotads San
facility was a critical step toward
di versifying the
plants.

A Like the Deep South, the
Texas/Mexico region is reliant on light
truck platforms for three-quarters of all
production. In the Ohio Valley region,
production is more evenly split
between cars and light trucks.

A In the Border region, production is
more geographically diversified
with neither Texas nor Coahuila
dominant. The opening of the San
Luis Potosi plant will diversify
production even further. In contrast,
each of the two comparison clusters
has a dominant state. In the Deep
South, Alabama accounts for more
than half of all production. In the Mid-
South/Ohio Valley region, Ohio
accounts for 43% of all production.
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Ant on

r

TEXAS /
NORTHEASTERN MEXICO

Toyota
19%

GM
Chrysler o
3% 58%
ieo0 \as sPefmb Oy
egioaands assembl

24%

Light
Truck
76%

Coahuila

Texas 56%

44%

y

MID-SOUTH / OHIO VALLEY

Subaru

4%
Chrysler

10%
Nissan
N

GM
21%

Toyota
Ford 20%
17%
Honda
18%
Car )
46% Light
Truck
54%
Tennessee
12%
Indiana hi
18% Ohio
43%
Kentucky

27%

* Chrysler does not include Daimler data due to divestiture in August 2007. ) )
NOTE: Production includes cars and light trucks only. Comparable plant-level or state-level data for heavy vehicles is not6

available.

SOURCE: 2008 Market Data : North American Production (released 7 April 2008)

DEEP SOUTH

Chrysler
1%

GM

8%\
|

Honda
25%

BMW
12%

Daimler
13%

Hyundai-
Kia
19%

Nissan
22%

Car

Truck
76%

Georgia
8%
South
Carolina—,
13%

Mississippi
22%




REGIONAL TREND #1:
The Potenti al I
Decision to Locate in the Region

A The location of the Toyota plant in
San Antonio played a significant role
in melding together the automotive
cluster along the trans-national
transportation corridor from Monterrey
to Dallas.

AToyotadbs decision
turning point for the region to develop
more depth in its supplier base. As
t he map shows, San
location is almost exactly midway
between two clusters of assembly
plants. Suppliers can locate near the
new plant and reach both clusters,
creating a significant long-run
development opportunity.

From Toyot ads
the Tundra plant in the region
positions it (1) to gain better access to
Texas, the USO sec
market; (2) to create a platform for
potential future expansions into

Mexico by establishing its footprint in
the region.!

per s
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mpact of Toyotads
Seattle
[ ]
Portland
»
may prove a pivot al
Antoni ods
Los Angeles
San Diego
L
BMW
® Chrysler
peckaimgre, | ocating
Ford
o® dCeeregkMgterss ¢ vehicl 6
Honda
® Hyundai/Kia
@® Nissan
Subaru
Toyota
® \Volkswagen

I:I 400-mile radius of 1-35 Corridor*

SOURCE: ELM Guide, TIP Strategies, Inc., research

Minneapolis

L ]
Otta :
Milwaukee W

oo pY e

veland

Kansas City st | ouig @cmnan Washmgtom@
é
Dallas
o ® ® ®
Houston New Orleans
L} [ ]
Monterrey . Miami
jard
Mexico City

Tcm*’uebla

* Radius centered on 430 mile main transportation corridor from Laredo to Arlington.



REGIONAL TREND #2:
NAFTA Provides the Region with
Unique Strategic Advantages

A NAFTA qualifies any product of at
least 62.5% American, Mexican, or
Canadian products to be duty-free. As
a result, most North American Minneapolis .
manufacturers producing for their g
domestic markets want to ensure that Milwaukee
the composition of their products o
meets this standard.

Montreal
L ]

Toronto Ottawa

[ ]
Detroit .Buffalo

Chicago .
4 #Cleveland

Brooklyn
o

[ ]

A In the automotive industry, Mexico is Kansas City g4 | ouis Jineinnati  Pitisburgh ygeiington D.C.
the lowest-cost North American T o J
producer and has a sizeable
supplier base already in place.?
These advantages coupled with
NAFTA-related benefits can provide
ample incentives for automotive Dallas
OEMs and suppliers to locate in " Montgomery
Mexico. *

Austin P Houston New Orleans

A The existing transportation San Antonio ¢ L4 ©
networks facilitate the movement of
goods across the border to most of
North Americadbds malj or pop
centers. In addition, the improved Ramos Ariz 2\
transport corridor between the Port of Sattilio
Lazaro Cardenas and the US border
ils Wﬁ” as :\Tptoved highwayi within N e N Jampico The region is a gateway for

ortheast Mexico are strengthenin
the regiondos ° co ngn elct i vi yGyadalajara Centra_l’ Central'eas_tem a”‘?'
Toluca, Mexico City Atlantic transportation corridors

L ]

®Puebla

n

ul gti o ——
pe ﬂonten’ey .M|am|

@ T..LP STRATEGIES SOURCE: North American Forum on Integration
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GLOBAL TRENDS #1.:
Growing Populations and a
Growing Middle Class

A Population growth in Asia, Africa, and _POpL_”_at'orl
Latin America continues to outpace in Millions
Europe and North America. 10,000

. . . . CAGR 00-05
A Furthermore, the growth in the middle — North America — Asia

class worldwide is expected to — Europe — Oceania
outpace population growth. By 2025,
China is expected

| argest middle cl a
class is also expected to grow
dramatically.* In Mexico, the middle
class has swelled to record levels, 2.6%
accounting for nearly 40% of all

householdsin 2006.5 0.1%

1.39
A For global car makers, these trends £t
will likely translate into rapidly 1.1%
growing automotive markets in the '
populous developing nations. -_—

100

1.4%

10

1950
1960
1970
1980
1990
2000
2005

*NOTE: In logarithmic scale
SOURCE: United Nations Statistics Division.
T.I.LP STRATEGIES




GLOBAL TRENDS #2:

Aging Populations and
Approaching Labor Shortages in
US, Europe, and Japan

EXHIBIT: Approaching US Labor Shortage

Since 1990, the US has added mofieGmaitlion jobs annually

A The populations of US, Europe, and However, we are nearing a point when the annual net increase in th
Japan are aging. In the coming years, : :
the number of workers entering the age population will fall to about 500,000.

workforce is not expected to be
sufficient to replace retiring workers (

and fill the number of jobs created. 2’250’00 )
The result: there will be many more

Pt el 2,000,001 = Projected Net Annual Change in
A The chart to the right shows the the Worklng Age POpUIat|Gﬁ4)-8

approaching labor shortage in the Us. | 1,790,001 == Average Annual Job Creation Since 1990
In Texas, the labor market outlook is
more positive. The Texas labor :
market is expected to be tight but 1,500,00

not facing a severe shortage.

A Across the US, many employers are
increasingly challenged to find I
enough workers to fill open positions. 1,000,001

I n fact, Freightlilner 6s |
decision in Saltillo is partially due .
to the availability of labor. 750,00
Freightlinerdéds Norfth Caro
having to recruit workers from 80 .
miles away to fill open positions.® 500,00
A Countries and regions with abundant, 250,00(¢
high quality labor supplies will have a
considerable competitive advantage
over those areas facing a labor 0
shortage. The Texas / Northeastern

take advantage of this trend.

11
@ U s s TEG Y SOURCESIP Strategies; U.S. Census Bureau: U.S. Bureau of Economic Analysis



GLOBAL INDUSTRY OVERVIEW

A Three of the top five global producers
are located within the Texas /
Northeastern Mexico region.

A While Japan, the US, Western

Europe, and South Korea are home to
arges

the worl dos |
other countries have their own home-
grown companies that are surging
ahead including Russia, China, and
India.

AMexico is nowhlargest
auto producing nation. The so-called
BRIC countries i Brazil, Russia,
India, and China i rank among the
worl dés top

TOP INDUSTRY TRENDS

A The auto industry is shifting its focus

toward the rapidly-growing developing

countries, where sales growth looks
promising and market share is up for
grabs.

A The large carmakers continue to look
for ways to reduce production costs,
which has resulted in the
development of new automotive

industry clusters in lower-cost regions.

A Strong world-wide demand for
inexpensive cars has led to the
creation

@T.I.P STRATEGIES

produc

of ctam® ma

Toyota Motor

General Motors

Ford Motor

p r \Golswageea
DaimlerChrysler
Hyundai-Kia
Honda Motor

PSA/Peugeot-Citroen

Nissan Motor

10 Fiat

Renault

Suzuki Motor

~ BMW

C 0 Uniidutishi iofors

Mazda Motor

AvtoVaz

China FAW Group

Isuzu Motors

Fuji Heavy Industries (Subaru)

Chongging Changan Automobile

Dongfeng Motor

Tata Motors

Shanghai Automotive Industry

Chery Automobile

Gaz

t auto

worl dos

i ng

w kiemi. ni

I 1 3 10
(I 1.2.7%
I 9 .5%

(I 8.2%

N 6.7 %
I 5 .5%
I 5.3%
I 4 .9%
I 4.7%
I 3.4%
. 3.4%
. 3.4%
. 2.0%
 1.9%

N 1.9%
1.2%
B1.0%
W0.9%
B0.9%
W0.7%
B0.7%
B0.7%
#0.6%

00.4%
80.3%

Japan

USA

China
Germany
South Korea
France
Spain

Brazil
Canada
Mexico
India

United Kingdom
Russia

Italy
Thailand
Iran

Turkey
Belgium
Czech Republic
Poland
Sweden
South Africa
Malaysia

I 1 6.7 %
I 16.5%

I 10.6%
I S .5%
I 5.6%
S 4.6%
I 4.0%
I 3.8%
I 3.7%
. 3.0%
- 2.7%
N 2 .4%

. 2.2%

Il 1.8%

N 1.7%
El1.5%
l1.4%

Bl 1.3%
12%

B 1.0%
1.0%
W0.9%

m0.7%

*NOTE: Data reflect 2006 production prior to the breakup of DaimlerChrysler; 2007 data to be released late June 2008
SOURCE: 2007 Global Market Data Book (released 25 June 2007);
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GLOBAL TREND #1:
The Rising Prominence of the

BRIC Countries
GDP GDP

AThe auto industryolsGiowtRus is quickly Growth
shifting toward the wpyl dodéds | arge, fast 12%
growth markets. These are loosely
identified as the BRIC countries i 0 0
Brazil, Russia, India, and China i 11% 11%
although the overall trend is not

necessarily limited to these four 10% 10% China
nations alone.”
9% 9%
A Aturning point happened in 2006,
Whengp14 %pf t he Worldﬁg%top 20 auto 8%
producing countries shifted rankings.
Mexico moved into the top 10. 7% 7%
India, Brazil, Turkey, and China
advanced as well, while the US, 0 0
Germany, Canada, and the UK were 6% 6%
among the countries falling in the
rankings. And Swedeni the home 5% 5%
base of Volvo i fell out of the top 20 )
altogether. 4% 4% Iﬁ/lraz_ll
eXxico
A These rapid shifts reflect the change 3% TS USA 3%
in strategic thinking within the \
industry: The developed markets 2% 2%
have matured. In contrast, in the big,
developing countries, such as Mexico, 1% 1%
where markets and economies are
growing briskly, sales growth looks
promising and market share is up for 0% 0%
grabs as these economies mature.8 VNS Lo S® VDY Lxs&®
©coco88d coo88d
NN O © oo NN © oo
A This trend should continue to NN NN NN NN

position Mexico to attract more
investment from the major global
automotive players. e = estimate

f = forecast

@ T..LP STRATEGIES SOURCE: International Monetary Fund, April 2008 forecast




GLOBAL TREND #2:
Intra-regional Realignment of
Production

A In the past two decades, the auto
industry has begun to decentralize in
an effortto locate closer to their end
markets.

A Even before NAFTA, the North
American auto industry was already
expanding beyond Michigan. By the
1980s, the Mid-South and Central
Mexico were gaining favor outside the
traditional Great Lakes region.

A Now 15 years after NAFTA, the
industry has developed full-blown
industry clusters in both the U.S.
South and North Central Mexico.

A The European auto industry followed
a similar trend toward decentralized
production. Prior to 1990, industrial
Europe had looked to Spain as a low-
cost production location, but in the last
10-15 years, investment has flocked
to former Eastern Bloc countries like
the Czech Republic, Poland, Slovakia,
Romania, and Hungary.

A In Asia, Japanese and Korean
automakers are also decentralizing to
lower production costs. As a result,
China has already passed South
Korea in auto production and India
and Thailand are both gaining ground.

@T.I.F’ STRATEGIES

North America

Europe

Asia

A Auto assemblers begin
to consider lower cost
mid-South locations like
Kentucky and
Tennessee, but most
production remains in
Midwest

1980s

A Auto assemblers
accelerate move
toward lower-cost EU
locations like Spain,
but most production
remains in the heart of
Western Europe

AJdJapanoés
booming and most
automakers use the
domestic market as
an export platform

1990s A NAFTA passes
prompting automakers
to consider Mexico as a
bigger export platform
for the US market

A US auto production
expands beyond the
mid-South into Alabama
and South Carolina

A Germany reunites and
the Soviet Union
collapses, clearing the
way for the EU and
NATO to expand into
Eastern Europe

AJapanods
bubble bursts and the
rest of the world
booms, prompting the
Japanese auto
industry to update its
export-based
domestic production
strategy

A Korean automakers
climb rapidly up the
quality scale

2000s A Southern production
continues to reach
more states

A Toyota breaks new
ground by picking a
midpoint location
between auto clusters
in Mexico and the US
South

A Production in Western
Europe struggles to
compete with low-cost
locations in Slovakia,

A Japanese & Korean
automakers expand
production outside
their home bases

Hungary, and Romania A New domestic

A Foreign automakers
begin inching into
Russian production

markets burgeon in
China & India,
prompting huge
investments

SOURCE: TIP Strategies, Inc,. research
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GLOBAL TREND #2 (cont.):
Intra-regional Realignment of
Production

A Although this map shows the
realignment of production only within .
North America, it illustrates a larger Seattle
global trend, since similar production »

shifts are occurring in Europe and o Minneapolis . h
Asia as well. Milwaukee . Buffalo Otte
. :& Detroit'

A This map shows how the first auto ‘@ %  Cleveland E
production experiments outside the Kansas City gt |qyis CinCinnati Washing;
Great Lakes region occurred randomly ® .
across the continent from the 1950s
up to through the 1980s. Since 1990, ¢
however, investment has solidified Los Angeles ® ()
mostly in the American South or ® San Diego Dallas ...

North Central Mexico. [ ) o ()

Houston New Orleans
® [ ]

Maonterrey Miami

( ¥

Gu%ra
@ Mexico City

Toluca Puebla

Year of Production Start

1919 - 1949
1950 - 1989
® 1990-2010
400-mile radius of I-35 Corridor*

* Radius centered on 430 mile main transportation corridor from Laredo to Arlington.

. . 15
@ T.I.LP STRATEGIES SOURCE: ELM Guide, TIP Strategies, Inc., research




GLOBAL TREND #3:
The Emerging World Market for

Inexpensive I\/_||n|-Cars_ - The Beat

A The GM plant in San Luis Potosi is t .
expected to producie the region_(t\')ogceit)carIS
first small cars.? This follows the being developed
growing trend of car makers to enter by General
the inexpensive car_market, Whlch is Motors in China
forecastto explode in the coming
years.

A Mitsubishi has announced its intention

to build a Acompacit world caro based
on the popularity of its mini-car model
in Japan.10 '

Sales of Renaul t 6s

low-cost Logan

soared 46% in
2007

A Renault has had spectacular success
since introducing its low-cost
Romanian-built Dacia Logan in
2004.11

A Toyota has announced plans for a
new assembly plant in Bangalore
where it will build its lowest priced
model (@ $ 7 ,f& edlindian
market.12

A Last year General Motors unveiled a
conceptit called the Beat, which will
be built on a mini-car platform as the
next-generation Spark in China.13

Tata Motors

A Perhaps the biggest buzz in the plans to sell its
i ndustry has been [reserved for 'ndia(?\l%\nomodelfor
Tata Motors. It plans market its new .
Nano model for just $2,500.14 just $2,500

16
@ T..LP STRATEGIES SOURCE: Automotive News
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DOMESTIC OVERVIEW

A Three of the top 5 automakers have
major assembly plants in the region.

A In 2007, share of production by the
ABig 30 US automak
62% of the North American total as
Asian and European automakers
continued to gain ground.

A Toyota is the leading non-US
producer of motor vehicles in North
America, followed by Honda, and
Nissan. The largest European
producer in North America is
Volkswagen, with a production base
in Central Mexico.

TOP INDUSTRY TRENDS

A Higher fuel prices have hastened a
change in consumer tastes towards
more compact and efficient vehicles.

A The decline of the dollar has reduced
production costs in the US, spurring
the expansion and entry of foreign car
manufacturers in the US market.

A Following its 2007 sale, Chrysler is in
the process of realigning itself to
better compete in the marketplace.

A The US auto industry continues to
move south.

@T.I.P STRATEGIES

ers sl i pGeparal Motoris*u [N 27.4%
Ford Motor* (NN 13.6%
Chrysler< NG 16.2%
Toyota Motor* NN 10.9%
Honda Motor [N 9.3%
Nissan Motor* [N 7.8%
Volkswagen Hl2.7%

i-Ki Mexico
Hyundai-Kia l1.6% Canada o
Mercedes-Benz B1.1% 17%
BMW B1.0%

Fuji Heavy Industries (Subaru) B1.0%
Mitsubishi Motors §0.5%

USA
68%

*NOTE: General Motors production includes CAMI; Ford includes AutoAlliance; Toyota includes NUMMI;

Chrysler includes AM General; Nissan Includes Renault 18

SOURCE: 2007 Global Market Data Book (released 25 June 2007);



DOMESTIC TREND #1.:

The Effect of Gas & Energy

Prices on Consumer Tastes ifiThese prices are changing consumer

A Rising fuel prices are likely to donot beli eve 1itds a spike or a temp
eventually prompt consumers to take light trucks (including SUVs) - Rick Wagoner, Chairman & CEO of General Motors
pause before buying a vehicle with
poor fuel efficiency. Ml cars

Millions of 12
11

A Since mid-year 2005, when the US motor 10
price of gasoline hit a sustained price vehicles 9
of over $2 per gallon, sales of light sold E73
trucks have retreated to a (seasonally

; adjusted 6

seasonally adjusted annual rate of 5

about 8 million units per year. This annual rate) 4

brings light truck sales back in line 3

with cars for the first time in several 2

years. %
(<o) N~ (e8] o o — AN (92) < [p) (<o) N~ o0}

A Chrysler announced in July 2008 its S & 3 8 8 8 8 8 8 8 8 8
plans to close a minivan plant and A N B
reduce light truck output. Similarly, in Average $3.50
June 2008, GM announced significant g $3.25 {
cuts to its SUV production and plans Wgekly $3.00 i Aﬁ
to step up its production of smaller price of $2.75 |
cars and engines. |Thi sgasobine| o560 For dos
announcement of SUV production (not  $2.25
cuts in May.15 sea_sonally $2.00 NV

adjusted)  $1.75 AN/
$1.50 ﬂw ~
$1.25 s AW
$1.00 M
$0.75
$0.50
$0.25
$0.00
(o] P~ (e0) (e} o | AN ™ < o (o) N~ o0}
o o o o © O O © O O O o o
o o o o © O 60 © 6 © o o o
i — — — AN [qV} [qV} (qV] (qV] (qV N [V} (qV 19
@T-I-PSTRATEGIES SOURCES: U. S. Bureau of Economic Analysis & U.S. Energy I nf



DOMESTIC TREND #1 (cont.):
The Effect of Gas & Energy
Prices on Consumer Tastes

A In response to these changes in
consumer tastes, carmakers are
scrambling to introduce new fuel-
efficient models to meet consumer
demand.

The Toyota Prius and
Honda Hybrid Civics
are among the best-
selling hybrids.
—
AHonda and Toyotads
have improved with increasing sales

of more efficient compact models and
hybrids.16

A US carmakers are playing catch-up,
but carving out a niche in the
hybrid SUV market. Ford began
producing the Ford Escape hybrid in
2005, while GM began production of
hybrid models of the Chevrolet Tahoe
and GM Yukon in 2007.

The Ford Escape & Toyota
Highlander lead hybrid SUV

A In May 2008, Nissan just announced
sales.

its plans to introduce their electric car
to the US and Japan by 2010.
Mitsubishi, Toyota, and General
Motors are all at different stages of
devel opment on t helir oo —
ino hybifid cars. GM began producing hybrid
Tahoes & Yukons
at year-end 2007.
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DOMESTIC TREND #2:
The Effect of the US$ Exchange
Rate on Production Decisions

A The rising value of the Euro against the
US dollar has pushed up prices for
European-built vehicles to a point
where the automakers are
reconfiguring their approaches to the
North American market.18

A BMW recently committed to expand
production in South Carolina by 90,000
units a year. It has also expressed
interest in upgrading its sourcing from
US suppliers.19.20

A Volkswagen continues its search for
an assembly location in the US to
produce up to 200,000 units annually,
including a replacement for the Passat.
Vol kswagenbés Audi
suggested the possibility of building a
US assembly plant.?!

A 1 t aFiat vehich is not currently a
major player in the North American
market i is said to be looking at
options for building Alfa Romeos in the
United States.??

A Mercedes has opted for the wait-and-
see approach. Unless the dollar
strengthens against the Euro, the
company does not plan to export its
next-generation B-Class vehicles to the
US market.??

@T.I.P STRATEGIES
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DOMESTIC TREND #3:
The Realignment
Operations

A As part of its recovery and
transformation plan, Chrysler has
chosen Mexico as a major platform
for its new APower
Revolutiono.

A Chrysler is in the process of building a
$570 million plant in Saltillo to
produce the Phoenix engine.
Production is expected to begin in
2009.

A" In April 2008, the company
announced a product sharing
arrangement with Nissan for light
trucks and subcompacts that will
i mpact both compan
Mexico. Fiat is also considering the
option of letting Chrysler build its Alfa
Romeo for the North American
market.25 26

A Chrysler has identified its design
center in Mexico City as a world
model to be duplicated next in China.
The company also plans to expand
the product development staff in
Mexico City by 450 in 2008 from the
current staffing of 200. Chrysler
estimates that it can save 40% in
engineering costs by shifting some
program development to Mexico
and China.?’- 28

@T.I.P STRATEGIES

of Chrysl er 6s

train

The Powertrain Revolution

¢ $3 billion investment in new engines,

transmissions, and axles

¢ Goal: increased fuel economy, increased
performance, reduced complexity.?*

i GOB pl ants in

2007 2008

]

Stuttgart, Germany-
based DaimlerBenz
acquires Auburn Hills,
Michigan-based
Chrysler to form
DaimlerChrysler

DaimlerChrysler becomes
Daimler when it sells its
Chrysler subsidiary to
Cerberus, a private equity
investor. Recovery and
transformation plan

implemented soon thereafter.

SOURCE: ELM Guide; TIP Strategies, Inc., research

Chrysler announces
an innovative product-
sharing alliance with
Nissan, enters talks
with Fiat for
production sharing
options, and expands
its design and
engineering activities
in Mexico and China
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DOMESTIC TREND #4:
The Growing Depth of the Auto
Industry in the US South

A Both Ford and GM had maintained a
presence in Kentucky for decades, but
it wasndét until 19
began production in Tennessee that
the dominoes began to fall: Toyota in
Kentucky (1986), GM in Tennessee
(1990), BMW in South Carolina
(1995), Mercedes in Alabama (1996),
Honda in Alabama (2000), Nissan in
Mississippi (2000), Hyundai in
Alabama (2002), Kia in Georgia
(2009), and Toyota in Mississippi
(2010).

A With the traditional Big Three
American automakers still clustered
heavily in the Great Lakes region, the
varied array of foreign investors
moving into the US South gradually
amassed an impressive string of local
OEM Tier 1 suppliers over the years.
According to the 2008 ELM Guide, the
top supplier states in the region are
Kentucky (151 suppliers) and
Tennessee (147), followed by South
Carolina (84), North Carolina (83),
Alabama (78), and Georgia (69).
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MAJOR PLAYERS: Car & Light
Truck Assembly Plants in North
America

A Though the American Big Three
automakersi GM, Ford, and Chrysler
T still dominate in the overall number
of assembly plants, the current
diversity of assemblers in the market
is notable. Besides, the Big Three,
eight other independent companies
have assembly operations in the US,
Mexico, or Canada.

A GM, Toyota, and Chrysler have a
strong presence in the
Texas/Northeastern Mexico region,
and all three have either recently
completed major expansions or are
in the process of significantly
expanding their facilities in the
region.

A 1-35/ Mex-85 Corridor already
provides a strong connection between
Dallas and Monterrey. The eventual
completion of 1-69 will further enhance
this connectivity by linking Detroit to
Monterrey via Indiana, Kentucky,
Tennessee, Arkansas, and Texas.
With the exception
Coast operations, all of its North
American assembly plants will lie in
close proximity to a highway that is
becoming increasingly critical to the
auto industry in North America.
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MAJOR PLAYERS:
Assembly Plants in Texas &
Northeastern Mexico

AThe regionds assem
created two clusters i one in the
Dallas-Fort Worth Metroplex and one
in the Monterrey i Saltillo Corridor.

A The location of Toyota in San Antonio
helps to unify these two clusters.

@T.I.P STRATEGIES
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MAJOR PLAYERS:
OEM Tier 1 Suppliers in Texas &
Northeastern Mexico*

AThe ELM Guideds | i
Supplier Plants in Texas indicates that
most are clustered along I-35 from
Dallas/Fort Worth to San Antonio.

A In Northeastern Mexico, the strongest
clusteris in and around the
Monterrey-Saltillo corridor.

A A third significant cluster straddles the
border in the Lower Rio Grande
Valley.

A In all, there are over 200 OEM Tier 1
Supplier Plants in Texas and
Northeastern Mexico.

A In Texas, the supplier base is gaining
more depth. Between 2006 and 2007,
Texas ranked 2" in the US in terms of
auto supplier start-ups and 3 in the
US in terms of new branches.??

* OEM Tier 1 is loosely defined here as those
plants that are direct suppliers to assembly plants
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T .éGarIand
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SOURCE: ELM Guide, TIP Strategies, Inc., research
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MAJOR PLAYERS: EXHIBIT: Number of OEM Tier 1 Supplier Plants by State: Cars & Light Trucks
OEM Tier 1 Suppliers* in Texas & NUEVo San Luis
Northeastern Mexico for Car and Texas Coahuila " o Potosi  lamaulipas
Light Truck Assembl : |
9 y Audi 1 1
A The Big Three American automakers BMW 1 3 1 1 4
T GM, Ford, Chrysler i actively
source parts throughout the five-state Ch rySIer 26 26 25 12 21
region of Texas and Northeastern Daimler 3 8 4 4
Mexico. Other automakers source .
less actively in the region as well as Flat 1
less evenly across the five states. Ford 29 28 29 13 26
A Honda, Mitsubishi, and Toyota are General Motors 27 36 24 16 38
more likely to source in Texas thanin |Honda 12 1 4 5
any of the four Mexican states in the . .
region. Hyundai / Kia 2
Jaguar 1 1 2
A The opposite is true for Nissan,
Renault, Volkswagen, and Daimler LandRover 1
which more actively source in the Mazda 1 2
Northeastern Mexican states thanin . ..
Texas. Mitsubishi 6 2 4
Nissan 2 11 12 12 12
Peugeot 1
Porsche 1
Renault 6 3 2 1
Subaru 3 2 3
Toyota 11 7 5 9
Volkswagen 1 13 17 9 5
* OEM Tier 1 is loosely defined here as those Volvo 3 1 1 1
plants that are direct suppliers to assembly plants
28
@ T..LP STRATEGIES SOURCE: ELM Guide, TIP Strategies, Inc., research




MAJOR PLAYERS:
OEM Tier 1 Suppliers* in Texas &
Northeastern Mexico for Heavy

; T Coahuil Nuevo San Luis T I
Vehicle Assembly exas oanulla Leén Potosi amaulipas
A Assemblers of motor vehicles other Dina S 3

than cars or light trucks source parts  |Navistar 2 2 1
within the region as well.
J Deere 2 2
A The types of motor vehicles produced |Freightliner 1 2
by these assemblerg include heavy Paccar 1 1 1
vehicles such as freight trucks, buses,
agricultural equipment, and Blue Bird 1
construction equipment.
auip Case 1
A Of the five states in the region, Nuevo || n't 0 | Har vester 1
Ledn is home to the most OEM Tier 1 Mack 1
supplier plants for heavy truck, bus,
and tractor assembly according to the |Oshkosh 1

most recent edition of the ELM Guide.

* OEM Tier 1 is loosely defined here as those
plants that are direct suppliers to assembly plants
NOTE: Does not include OEM Tier 1 suppliers that exclusively supply heavy vehicle assembly plants.

. . 29
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MAJOR PLAYERS:

Regional Industry Clusters

Heavy Vehicle Assembly Plant Employment Car & Light Truck Assembly Plant Employment

Plant State Em #k;)fee s Plant State E #I of
o IS 2 V\(hqle employs over Peterbilt Texas : ,000 General Motors ~ Coahuila = 4
133’0.00 workers in its QEM Tier 1 Navistar - International Texas n/a General Motors Texas 2,447
§uppller plants. .Tamaullpas employs BAE Systems Texas 2,100  Chrysler* Coahuila 3.245
just over one third of these workers. Marcopolo Nuevo Leén na  Toyota Texas 1.955
Navistar - International Nuevo Le6n n/a  General Motors  San Luis Potosi 1,800
A By 2010, assembly plants in the Daimller - Freightliner Coahui!a 1,600 TOTAL 12,881
region are expected to employ almost Scania San Luis Potosi 167« Employment for Phoenix engine expansion not available.
18,000 workers. The assembly plants Vol SliE
in Ramos Arizpe and Saltillo together
create the largest center of Denton_

employment for assembly plant

Garland
workers in the region. Arllngw Dallas

El Paso

éﬂStm Sealy\ Houston
[ #San Antonid *

e Corpus Christi
Moncloya

Legend

* OEM Tier 1 is loosely defined here as those
plants that are direct suppliers to assembly plants
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RamosA ;p> °
Toneo s Saltill Monterrey

# of Employees

Supplier Employment
# of

State

e Ciudad Victoria

Suppliers
Assembly Plants

Employees
Tamaulipas 46,017 10,000
Coahuila 37,890 —\
Nuevo Leén 28,082 %L Luis Pot OOSTamIOlCO
Texas 15,540
San Luis Potosi 5,899 10
TOTAL 133,428
NOTE: Does not include OEM Tier 1 suppliers that exclusively supply heavy vehicle assembly plants. 30
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INSTITUTIONAL ASSETS:
Selected Resources for the Auto
Industry in Texas & Mexico

A Through research centers and
technology commercialization
assistance, Texas and Northeastern
Mexico have created the institutional
infrastructure to support technological
advancementin the automotive
industry.

A In addition, technical assistance
providers and trade assistance
programs can support supplier
developmentin the region.

@T.I.P STRATEGIES

Major Institutional Asset Location Auto-Related Activity
Southwest Research Institute San Antonio Research
General Motors Foundation Combustion Scienceg\asatin Research

Automotive Research Labs

University of Texas at El Paso, Engines & AlterndEMeaso Research

Fuels Research Lab

University of Texas at San Antonio, Center for ~ San Antonio Research

Advanced Manufacturing & Lean Systems

Texas A & M International University, Laredo Research

Center for the Study of Western Hemispheric Trade

Texas A & M University, College Station Research, Education & Trainini

Supply Chain Systems Laboratory

University of Texas, Society of Automotive Enginéerstin & Arlington Handsn Research

ICInstitute Austin Technology Commercializatior

INVITE Program Monterrey Technology Commercializatior

Texas Manufacturing Assistance Center 14 locations across Texas Technical Assistance

ProMexico Monterrey, San Antonio, Houstof,rade & Technical Assistance
Dallas

Texas Office of the Governor, Economic DevelopAgsitn Relocation Assistance

& Tourism

Coahuila Secretary of Economic Development  Saltillo, office in San Antonio  Relocation Assistance

Nuevo Ldn Secretary of Economic Development Monterrey Relocation Assistance
Tamaulipas Secretary of Economic DevelopmentCiudad Victoria Relocation Assistance
San Luis Potosi Secretary of Economic DevelopnSamt Luis Potosi Relocation Assistance
Cluster Automotriz de Nuedo Le Monterrey Industry Association
(CLAUT)

Canacintra Mexico City Chamber of Commerce

32
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LABOR POOL:
Texas & Northeastern Mexico

Labor Force Statistics, 2007
Coahuila (In millions)

Total Labor Force 1.2
Employed 1.1
Unemployed 0.06

Labor Force Statistics, 2007
Nuevo Leon (In millions)

Total Labor Force 2.2
Employed 2.1 Texas
Unemployed 0.09

Labor Force Statistics, 2007
San Luis Potosi (In millions)

Total Labor Force 11
Employed 1.0
Unemployed 0.03

Labor Force Statistics, 2007
Tamaulipas (In millions)

Coahuila
Total Labor Force 1.6
Employed 15
Unemployed 0.06
Labor Force Statistics, 2007 Nuevo Leon

Texas (In millions)

Total Labor Force 11.5
Employed 10.9
Unemployed 0.5

Tamaulipas

San Luis Potosi

SOURCE: Bureau of Labor Statistics, INEGI
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EDUCATIONAL ASSETS:
Texas & Northeastern Mexico

A For this analysis of the regional
automotive industry, five critical
program areas were identified for
training and education. These
program areas are classified as _ _ Electro-
mechanical, industrial, manufacturing, | State Mechanical  Industrial Mfg Management . oo

management, and electro-mechanical.

A At the back of this report, Appendix 3 Texas 15 14 6 3 15

includes a full list of the institutions

providing these educational programs ]
in Texas. Appendix 4 provides similar | Coahuila ) 34 3 2 .
information for Coahuila, Nuevo Le6n,

San Luis Potosi, and Tamaulipas.

Nuevo Ledn 2 13 1 11 8
A The table provided here summarizes
the location and extent of program San Luis
availability in the five-state region. Of | pytosi . 4 . . 1

the five topic areas, industrial

programs specific to the automotive
industry dominate course offeringsin | Tamaulipas 5
the region. In this industrial program

area, Coahuila provides the most
offerings.

A Nuevo Leén has a relative strengthin
automotive management programs

A Of the five states in the region, Texas
and Nuevo Leodn provide the greatest
diversity across all five program areas.

SOURCE: Texas Higher Education Coordinating Board; Subsecretariade Educacion Superior 35
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INFRASTRUCTURE:
Railroads

A Three Class | railroads serve Texas
with more than 12,000 miles of track.
Union Pacific controls just over half of
this Class | capacity (52%), followed
closely by BNSF (41%), with Kansas
City Southern owning the remaining
balance (7%).

A The Class | network in Texas is further
supported by 21 switching and
terminal railroads which together
operate more than 1,000 miles of track
in the state. Nineteen local railroads
control another 800 miles of track.
Texas also has one regional railroad
(Texas Pacifico) which operates Eagle Pass
nearly 400 miles of track.

A Kansas City Southern Mexico and Laredo
Ferromex own and operate Class |
track in northeastern Mexico.

Brownsville

37
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