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Figure 1: Total Amount of Manufactured Motor Vehicles in the Czech Republic between 2000-2012

Source: Czechlnvest, 2012

INUAUNUATHUULAAN THAUDINUIUMTHAAUIUANDIADT IUTNFITUTFNTEHINY 2543-2553
AA o a A 2 a ~ a o A Y
nueanmanaaiugvunnl Taelull 2553 mamawansosud lagmsuazilszimnaulumsisuiy
IS Ao [ YR~ g’/ o J Y 1 A o A Y 3 1
FANTIUIUNIANI 1,000,000 AU UATIIN Fuudrednnganunuaasliiuinnngaamngsy

% v g 0 ' v S Ao a s
eusud luassuspsnlszauanudiivediaunnuas Ianaetlulszmaniigumandaeuoud

sazaaulsznoui lngigananilaluTan

9 aa a 2 v o 9 v 3 Y < Y a
ﬂ?ﬂﬁﬂ@ﬂ’liwaﬁiﬂﬂ‘HﬂIﬂﬂﬁ'ﬁ 113.2 ﬂu@]ﬂﬂig(’]ﬂﬂi 1,000 AU W11Wﬁ1ﬁ1§m5ﬁl%’ﬂ1@ﬂﬁ']ﬂlﬂu%l,waﬁ
o o A 1 & 1 o A Y a o A
fJ']EL!ﬂu@]ﬁ@ﬁ’)ﬂ53%1ﬂ§ﬂ1ﬂﬂﬁjﬂllﬁﬁﬁu3m@ﬁiaﬂ !Lﬁgﬂgiu@“!ﬁuﬁﬂ 15 51]@321]Wﬂ@3ﬂﬂu@’]1ﬂ8ﬁ157]
4

a 4 A ~ A A A a A
Wa@ﬁﬂﬂu@]ﬂ1ﬂﬂq@ﬂluﬂ 2554 i]’lﬂﬂ’livllﬂuﬂié‘iLﬂﬁmuWHfﬁ’luﬂ’NQﬁﬁ’lﬁﬂiillllﬁ$'3ﬁ')ﬂ§§ﬂ1/lﬂ’l'3u'lu

= 9 g A A o Y v 1A ]
MIﬂiQﬁﬁTQ‘WHﬁTH‘ﬂL‘HNTgﬁN HAZHIINTUNUAUNTN 1/]11Wﬁ1§15ﬂ!5il‘]§ﬂ!’ﬂ3\|15681\1ﬂﬂ‘luﬂ1§§]\1j§1u



a 14 Ay o : ao 4
MIHAAGIUBUALAZNTIFENAUT (R&D) FII1NHAVINN13I98 108 Erst & Young 14T 2554 (5091159
] J 4 { '
asgalalumsamuluanamglsy waaddiiiun Tassadeiiugumazussauntiguniwdanald

1 KR ! £3

- ' Y 9 a ’
mmmsgwmﬂummmﬂﬂmuﬂamu@mqmﬂ Glummﬂuﬂszmﬁﬂizﬂaullﬂma@wammﬂuwaﬂ

G

a

o v 4 FY ' 1 o
3 1U3HNAD Skoda Auto (130 1@N1AY), TPCA (ANNIINLBIEHIaTATed, Toyota aziles Tod
o 4 v o g‘/
a309, PSA) azgu la (Hyundai) vhldgaavnssuousudaisisasgsniunumdngnsluannim

glatuazluszauTlan

o T ' v 3 I Y 4 o w ' a 4
Qﬁﬁ”lﬁﬂiillfﬂuﬂu@i’ﬁﬂ'JnJﬁTﬂﬂJu@fﬂ\ill1ﬂG]9ﬁ'"l‘ﬁ?ﬂlﬁﬂ!flfﬂlLa$L‘IJL!LLﬁQ%ULﬂﬁ@HﬁTﬂﬂJ@@LﬁiHﬁﬂ’i]LGIfﬂ
] 1 = 1 o a I o a
L“Wﬁ'lg'ifgﬁﬁ'lﬁﬂiﬁllﬂ\iﬂﬁT]UhJLWENLLGI‘Vl'IGlﬁ}!ﬂﬂﬂ'ﬁ%}1Q31u!ﬂu%1u3uu1ﬂ MANTHAALAZYATIHNTTY

v A Ao w ] v A 1 1 A =< ) =
EJm’EJLiJuimgmwm fgellf]\iﬂigL‘ﬂﬁll’]'f]ﬂ’l\?EJ’I'J‘L!’I‘L!!,L'GZﬂﬂl@ﬂi@ﬂﬂ?ﬂ@ﬂlu’ﬂﬂ ml,mﬂizmﬁi]zmlum

v '
lell 7 =}

< v a = o A 1 o

Lﬁﬂllﬁﬁ’]@ﬁ"lﬂ']ﬁL@‘UI@]Lﬁiyﬂﬂﬂﬂ gIUn Lwﬂlﬂﬂﬂﬂﬂﬂﬁglﬂﬁ@u[’l’ufﬂiﬂ !mq@]ﬁ']ﬁﬂﬁﬁllﬂ']uﬂi‘lﬁclu
v v A a ~ 0o v 1 @ a 9 a

fﬂ‘ﬁ'ﬁ‘m5ﬁlf’]fﬂﬂﬁlliJﬂ'lim°L|IG’ILLﬂ$3Jﬂ')'liJﬁ'lﬂﬂlulﬂu@ﬂ%?inﬂclui$ﬂﬂﬂi$lﬂﬁllagﬂ”ﬂﬂ'lﬂ LUISINANTIL

a 13 1 1 1 o @ tall
DANDYNNUATHIND LW]ﬂthulﬁ}ﬁfiNﬁﬂﬁgﬂﬂﬁ@ﬂTﬂQﬂﬁTWﬂiiNﬂiufJ‘lWliﬂﬂLlﬂ TaginsmANIsaiN

P i
2 IS5

A a A @ a da! o Y a A
mmﬁiygﬂﬂumaﬂum”lﬂﬁluﬂﬁmwmm ﬁ]$‘Vnslﬂ’qglﬁﬂ/iﬂ‘i311L!ﬁ$mﬂﬂ?iWﬁﬂﬂWHﬂM@]LﬂUI@]LLﬁZ

W llegasaai59
a J Y]
2.1 ﬂ1§Nﬂﬂﬂ1uﬂuﬂ1uﬁ1ﬁ1ﬁm5§!‘§ﬂ

3’, 1 = = = a 0 v ~ [

Al 2544 29 1 2554 NeeamInaaTDEUATIUYAAATUAIBTITUTTFNN 10,000,000 AL Ay
1] = =\ =) L} = lﬂ'lﬂ' U = 1 =) = =)

531191 2544-2547 NwpamsHanaolaann 450,000 Au uazluilaewiseanmswanimsay lauuy

) a L4 a ] a o ] o <

nnsglaa Mnmadlaguimsnanlvives 2 vsEnlvaluasisasydn (TPCA Tu Kolin uag

. o . = v I a J 1 =

Hyundai 114 Nosovice) Tagludl 2554 asisasgsnlsaanisnansnsuadiuyanagagan 1,195,000

@ A 49! I ] =1 =< Al < P a ~

Au iy 2 mentl 2548 esnsuadiuyanatluilszansasuanumsnaauinigalunianms

7Y

a v I a g o s a ¥ v 3
Wﬁ@]ﬂTuﬂu@ﬂQWNﬂiuﬁ’]‘ﬁ'ﬁﬂlﬁﬂﬂfﬂ ﬂmﬂu%jaﬂaz 99 ﬂJﬂQﬁ]Tu?uﬁﬂﬂu@]ﬂWa@]ﬂﬁﬁﬂﬂiuﬁ’]‘ﬁWﬂliﬂlcﬁﬂ

10



Number of produced persanal vahicles (lefl axis)
= Tidal share of produced maotor vehicles ifighl axis)

1400 100

vilis. k

12{"} e LT ET Ty -+ BEr:_p

1000 1 T 96%
200 + 04%
600 4= + 892%
400 —r 0%,

S8 EEE50 8B

o o~ o~ oo™

2010
2011
2012

Figure 2: Development of the production of personal automobiles in the Czech Republic

Source: Automobile Industry Association, 2012
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Source: Automobile Industry Association, 2012
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The Automotive Industry in V4 countries

According to research by Ernst & Young to study about the automotive markets in Central
and Eastern Europe, it is noticeable that Czech Republic and Slovakia are exporting large
numbers of vehicles while their domestic markets remain small. These two countries produce
more than five times their levels of domestic demand. Therefore, plants in these countries
operate almost entirely independently of the local market, relying on strong demand in the
destination countries in Western Europe. Then, the automotive situation of countries in V4
will be determined individually except Czech Republic which will talk in deep detail in the
following section.

1.1 Slovakia

When VW acquired a small production plant from BAZ in Bratislava in 1991, the Slovak
automotive industry embarked on its accelerated success story. Slovakia was proud to
develop a production base predominantly for high-end SUVs.

However, much more impressive is the fact that Slovakia has the highest per capita car
production in the world. Once PSA and the Hyundai subsidiary Kia joined VW in Slovakia,
car production almost doubled. Hence, despite its small size, Slovakia is, after Czech
Republic and Poland, the third-largest car producer among the new EU members.

As the automotive industry became established as a main pillar of Slovak production, this
was rewarded with an investment-friendly environment through the creation of industrial
parks, tax breaks and governmental subsidies to attract suppliers. However, Slovak car
ownership is relatively low compared to the rest of Europe and, as in the other new EU
countries, used car imports are a significant factor. The Czech brand Skoda, long familiar to
Slovakians, is the leader in terms of new car sales.

= Automotive Players in Slovakia

In 2011, VW will begin production of the new small family car “Up!” near Bratislava,
perpetuating the current trend toward small and efficient cars. The production site builds the
Skoda Octavia and the VW Touareg, Audi Q7 and Porsche Cayenne.

Both Kia and PSA began their investments in Slovakia in 2006. Kia builds vehicles near
Zilina, 200 kilometers from Bratislava. Its facility produces the compact SUV Sportage and
the compact family car Cee’d.

PSA has set up an assembly line in the western Slovak town of Trnava, where it builds the
Peugeot 207, one of the most popular small cars in Europe, and the efficiency oriented
compact van Citroen C3 Picasso.

If required, Slovakia could increase car production to a maximum annual capacity of
approximately 900,000 units.
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The circle of passenger car manufacturers may be enlarged as the Chinese Jianghuai
Automobile Company is in negotiations with the Slovakian Government about the
establishment of a manufacturing facility there.

1.2 Poland

Since Poland is one of the three biggest nations in Eastern Europe and has steadily evolved
economically, large amounts of FDI flowed in during the 1990s when four global automotive
manufacturers settled in the country. As resident VW decided to limit its production portfolio
to LCVs, Daewoo, the first to market, backed out of car production due to insolvency. Today,
former Daewoo subsidiary FSO and GM jointly produce low-budget Chevrolet models. The
dominating car producer, however, is Fiat, with its largest operation base outside Italy and
Brazil in Tychy, Poland.

Apart from vehicle production, Poland is well positioned as a component supplier, both
inside and outside the country. Overall, more than half of Poland’s automotive revenue is
generated through component sales. And in spite of the current economic downturn, tire
manufacturer Bridgestone opened another facility, driven by its long-term strategy for
Europe. Overall, Poland is strongly export driven.

= Automotive Players in Poland

The largest producer, Fiat, is based in Tychy, a city in southern Poland. In 2005, Fiat and
Ford entered a cooperation agreement to develop small cars, the Fiat 500 and the new Ford
Ka, with the intention of reducing production costs. Thus, Tychy became one of the biggest
assembly facilities in Eastern Europe, with a capacity of 600,000 units annually.

Under GM leadership, the family car Opel Zafira is produced in Gliwice, and 95% are sold in
WE. In August 2009, the production of the new Opel Astra was started. In addition, GM
established the Chevrolet, one of the fastest-growing brands in Europe, in cooperation with
FSO, a Polish vehicle manufacturer and former subsidiary of Daewoo.

Volkswagen in Poznan stopped its passenger car assembly in Poland to focus on LCVs, the
T5 and the Caddy. In 2008, Toyota opened a new transmission manufacturing facility and
BMW setup a new logistics and spare parts warehousing centre.

Poland also covers bus production through MAN, AB Volvo, Scania and Solaris. Next to
small and cheap passenger car production, future-oriented technology has also found its way
into the country. BorgWarner, a leading supplier of turbochargers, opened a new plant in
Mielec to supply Fiat, which produces the smallest engine in Europe, for a future city car.

1.3 Hungary

Before 1990, Hungary was involved in significant truck and bus production with domestic
brands lIkarus and R&ba Automotive. Today, Raba supplies its three strategic markets (the
EU, the US and the Commonwealth of Independent States [CIS]) mainly with axles and
chassis as well as other components.
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After the dissolution of the Eastern Bloc, three global car manufacturers established
themselves in the country. With Suzuki, Opel, Audi and the associated component suppliers,
the automotive industry became the main pillar of Hungarian manufacturing.

However, since then, Opel has shifted its activities to powertrain production. Hungary has not
lost its attractiveness, as Daimler AG (Daimler) has decided to open a plant in Kecskemét, 86
kilometers from Budapest, to manufacture new compact models in the near future.

In terms of parts production, Hungary is focused mainly on building engines. Both GM and
Audi have established major factories with the same focus, and Suzuki has announced similar
plans. Beyond that, a supplier base for other relevant parts is present, and mainly driven by
the existence of the global vehicle manufacturers. Historically, Hungary served as a base for
component production for delivery to the domestic commercial vehicle industry, but also to
the Russian producer AvtoVAZ. Due to economic downturn, Audi suffers more as one of the
main Hungarian exporters, due to its role as premium carmaker and as an engine supplier to
the crisis-affected regions of Europe. On the other side, as a beneficiary of foreign scrap page
programs, Suzuki absorbed some of the negative effects on the sector. However, even Suzuki,
a manufacturer with high output volumes, has faced difficulties and suffered from decreasing
outputs.

= Automotive players in Hungary

As a producer of affordable cars, Suzuki held the dominant market share for the past 11
years. The Japanese carmaker committed itself to various cooperative ventures with other
companies in Hungary to extend its capacities.

In 2003, the company decided jointly with Fiat to build SUVs for both brands that would be
identical in construction, namely the Suzuki SX4 and the Fiat Sedici. In addition, Suzuki
began assembling the Opel Agila and producing the Suzuki Splash in 2008.

These two are also based on an identical platform. Audi Hungaria owns one of the biggest
engine production facilities in the world, which is located in Gyor. In 2008, the Hungarian
plant produced almost 2 million engines to supply all Audi models as well as other VW
brands both within Hungary and in other countries. Moreover, the premium models, the TT
Coupé and the Roadster, have been assembled in Gyor since 1998.

In 2007, the A3 Cabriolet, which is based on the same platform, was added to the assembly
portfolio. Lately, Audi announced plans to increase investment in its engine R&D facility.
The GM powertrain facility in Szentgotthard supplies different GM brands in Europe.
Daimler will start production of the new generation of Mercedes-Benz A and B class models
in Hungary in 2012.

This decision was influenced by, among other things, the labor cost advantage, a suitable
portfolio of suppliers and a convenient logistical infrastructure. The compact model
production is very important to Daimler, which is attempting to match the tastes of potential
Eastern European customers. These customers tend to prefer the B and C1 segments. Daimler
is also focused on strengthening these segments across Europe.
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The Czech Automotive Industry

The Czech automotive industry represents one of the most developed automotive markets in
Central and Eastern Europe region. Based on its long tradition, robust supplier base of nearly
900 companies and unique technology know-how, the Czech automotive sector succeeded in
transitioning into a European advanced automotive industry while maintaining its attractive
quality/price ratio.
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Figure 1: Total Amount of Manufactured Motor Vehicles in the Czech Republic between 2000-2012

Source: Czechlnvest, 2012

According to figure 1 shows the amount of motor vehicles produced in Czech Republic
between 2000-2012, it is undeniable that the number of automotive production was
increasing gradually by year. In 2010, the overall Czech production of both passenger cars
and other motor vehicles exceeded one million units for the first time. This proved prominent
breed success and this adage certainly epitomizes the Czech Republic, which hosts one of the
highest concentrations of automotive-related manufacturing and design activity in the world.

With passenger car production at 113.2 vehicles per 1,000 persons, the Czech Republic has
maintained its supreme position among world automotive leaders in terms of per-capita
output. It is also among the fifteen largest global passenger car producers by volume in year
2011. Based on the country’s century-long engineering tradition, good infrastructure and
skilled workforce, it significantly contributes to automotive manufacturing and R&D. This
statement was recently supported by Ernst & Young’s 2011 European attractiveness survey,
which pointed out the country’s high-quality infrastructure and skilled workforce as the main
reasons for the Czech Republic’s attractiveness to investors. While the country has the
capacity and resources to accommodate three major carmakers — Skoda Auto (Volkswagen
group), TPCA (Toyota/PSA joint venture) and Hyundai Motor Manufacturing Czech — and
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holds excellent business opportunities for suppliers, the Czech Republic is poised to
consolidate its position as one of the important key role not only in the European but also in
the global scale.

The automotive industry is very important for the Czech Republic and is one of the
traditional drivers of the Czech economy, not only because it employs a lot of people, has a
long-term tradition and regularly produces more than a million vehicles, but also because of
its position within Europe. Even despite the relatively small size of our country and economy
compared to other member states, the Czech Republic's developed automobile industry is not
losing pace, but is even remaining ahead. Even despite the economic crisis, the automotive
industry has been maintaining its importance, and if the anticipated economic recovery
occurs next year, it will be not only for the industry, but also for the Czech Republic a new
impulse for growth and increasing of the Czech Republic's position on the European market
and elsewhere.

2.1 Czech Automotive Production

From 2001 to 2012, it is just under 10 million personal vehicles were manufactured in the
Czech Republic. Between 2001 and 2004, annual production remained stably at around
450,000 vehicles, and as of 2005 production grew sharply due to the arrival of new
automobile production plants to the Czech Republic (TPCA in Kolin and Hyundai in
NosSovice). The most personal vehicles were produced in the Czech Republic in 2011,
1,195,000 vehicles, double the quantity in 2005. Most of the vehicles produced in the Czech
Republic are personal vehicles, which make up 99 % of all motor vehicles produced in the
Czech Republic.
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Figure 2: Development of the production of personal automobiles in the Czech Republic

Source: Automobile Industry Association, 2012

21



KA AN
0,001%

FIYLUNDA b
25.8%

TOYOTA,
PEUGEDT,
CITROEN
18,3%

Figure 3: Produced personal automobile brands in the Czech Republic in 2012

Source: Automobile Industry Association, 2012

The remaining approximately 1 % is divided among production of buses, service vehicles and
motorcycles. However, in 2013 the automobile industry has been fully affected by the
economic crisis, and during the first quarter of the year only 285,715 vehicles were produced,
an 18.14% decline in production compared to the first quarter of 2012. All three large
automobile firms in the country registered production declines.

Four personal automobile manufacturers have a presence in the Czech Republic. According
to the Automobile Industry Association's data from 2012, the most vehicles were produced
by Mladéa Boleslav-based Skoda Auto 656,306 vehicles, giving it a majority 55.9 % share of
all produced personal vehicles in that year. Hyundai has also been successfully producing
vehicles in the Czech Republic. In 2012 it produced 303,035 personal vehicles. The joint
venture of Toyota, Peugeot and Citroen in Kolin produced just under 200,000 automobiles.
The small Czech manufacturer of sport roadster vehicles, Kaipan, has the smallest share of
the market of produced automobiles (0.001 %).

2.2 Czech Automotive Market according to performance and job market
indicators

The development from the beginning of the new millennium has shown that the automobile
industry is among the most dynamic sectors of the Czech economy.

The development of the year-to-year revenues in the automobile industry was reflected
partially by the development of the economy. In 2006 there was 7 % GDP growth with a
subsequent decline to the "bottom" (-4.5 % GDP growth) in 2009, when the economic crisis
was fully hitting. This growth and subsequent decline is also noticeable in domestic revenues
in the automotive industry.
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Figure 4: Year-to-year pace of growth in revenues in the automotive industry

Source: Czech Statistical Office, 2013

However, the economic crisis has not only affected the Czech Republic, and therefore even
relatively stable revenues from direct exports fell in 2009 by tens of percentage points. The
economic growth a year later and a certain apparent improvement in the situation on the
market restarted both domestic revenues and revenues from direct exports. However, the
current situation shows that the economic crisis is far from behind. Considering other
impulses, including increasing of VAT, uncertainty and reduction in consumption, it certainly
will not come as a surprise that domestic revenues in the automobile industry have again
begun declining.

In 2013, the revenues from Czech automotive industry remains stable with slight decline,
followed by slight growth in 2014 in the amount of 16% of GDP in the Czech Republic and
1.4% in the EU as a whole, which may also give a boost to the automotive industry and
subsequent revenues.

2.3 Key Automotive Companies in Czech Republic

In fact, there are many automative companies located in Czech Republic in the form of fully-
czech owned, joint venture and foreign direct investment. In this case, the main key players
will be presented and described shortly which are SKODA AUTO, Toyota Peugeot Citroén

Automobile (TPCA), Hyundai and Kaipan.

e SKODA AUTO
Based in Mlada Boleslav, Czech Republic, SKODA AUTO is one of the world’s
oldest carmakers. The company’s origins date back to 1895, when Vaclav Laurin
and Vaclav Klement established a fi rm which laid the foundations of the more e
than one hundred year-long Czech automotive tradition.
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SKODA has been part of the Volkswagen Group for 20 years. During this time, the
company’s sales have more than tripled and its product line has grown signifi cantly. SKODA
AUTO now employs more than 26,565 persons worldwide. Production totalled 900,625
vehicles in 2011. The product line comprises the Superb, Octavia, Fabia, Yeti and Roomster
models.SKODA AUTO has manufacturing plants in the Czech Republic and India, and also
produces cars in China, Russia, Slovakia, Ukraine and Kazakhstan.

In the spirit of its Growth Strategy 2018 the carmaker is investing in models, markets and
production capacities. From mid-2013 the Yeti model will be produced also in China for the
local market and SKODA will also produce a new compact model there in cooperation with
Shanghai Volkswagen, bringing the number of models manufactured in China to five.
Production will also expand in Russia. Yetis will be fully produced at the GAZ factory in
Nizhni Novgorod starting in the last quarter of 2012. Production of a completely new
compact sedan began in India in 2011. Attention is also devoted to the traditional European
and domestic markets. In addition to the Fabia and Octavia, a third model will be produced in
future at the main plant in Mlada Boleslav, with an accompanying increase in production
capacity. SKODA will make DQ200 automatic dual-clutch transmissions at its Vrchlabi plant
from the end of 2012.

A new corporate image was unveiled at the Geneva Motor Show in March 2011, as
SKODA'’s new strength should be seen not only in its products, but also in its overall
presentation as a self-confident global company.
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e Toyota Peugeot Citroén Automobile (TPCA)

Toyota and PSA Peugeot Citroén launched production of cars at the TPCA (Toyota Peugeot
Citroén Automobile) plant in the Czech Republic in early 2005. Four years after the
carmakers unveiled their joint-venture project and three years after they chose a site near the
Czech town of Kolin, the fi rst cars rolled off the production line — one each of the new
Toyota, Peugeot and Citroén models. The millionth vehicle was produced just three years and
nine months later, on 1 December 2008.

The facility was designed primarily by Toyota, the partner that took most of the responsibility
for manufacturing. PSA Peugeot Citroén is responsible for the supplier network of TPCA.
TPCA has been constructed as one of the greenest factory in Europe. From the beginning,
TPCA pays attention for the investments into the most environment-friendly production
technologies and promotes environment-friendly thinking of employees. Its results of energy
and water efficiency highly above the industry average confi rm the success of this effort as
well as the results of waste management system with low production of waste and high ratio
of recycling.

At around EUR 750 million, the state-of-the-art plant located about 60 kilometres east of
Prague is one of the biggest foreign investments in Central Europe to date. The plant
produces approximately 300,000 Peugeot 107, Citroén C1 and Toyota Aygo models a year.
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These economical city cars with low fuel consumption and emissions were given a facelifts in
2008 and 2012.

Eighty per cent of all parts are sourced in the Czech Republic. More than 99% of the cars are
exported to European markets, mainly France, Italy, the United Kingdom, the Netherlands
and Germany. TPCA has roughly 3,000 employees.

« Hyundai & HYUNDOARI

Another success story began with the announcement of a EUR 1 billion investment in
Nosovice, Moravian-Silesian Region, in 2006. At that time, the Korean car manufacturer
Hyundai Motor Company decided to build here its very fi rst production facility in Europe,
which according to expert opinion is currently the most modern car factory in Europe. By
building this factory, Hyundai Motor Company expanded its global production network,
which includes other manufacturing facilities in Korea, China, India, the United States,
Russia, Brazil and Turkey.

Hyundai Motor Manufacturing Czech (HMMC) produces four passenger-car models in the
compact, MPV and SUV segments. The manufacturing facilities consist of a stamping shop, a
welding shop, a paint shop, a fi nal assembly shop and two transmission shops. The
transmission shops are of particular importance as they produce transmissions not only for
HMMC but also for its sister company Kia Motors Slovakia in Zilina. Conversely, Kia’s
Slovak plant provides HMMC with motors, thus creating a unique complex of mutually
cooperating units.

The importance of Hyundai’s huge investment, one of the biggest in the Czech Republic to
date, was also based on the fact that Hyundai came to the Moravian-Silesian Region in the
nick of time, so to speak, as the region suffered from high unemployment resulting from
painful restructuring processes in its traditional industries. Hyundai offered to create
approximately 3,400 jobs and additional 5,000-7,000 were created by component suppliers.
The Czech government and the Moravian-Silesian Region followed up this investment by
spending billions of Czech crowns on infrastructure, particularly roads and railways.

In 2008, manufacturing capacity started at 200,000 cars per year, a figure that was reached
after only two years of production. Upon initiation of three-shift operation in autumn 2011,
the maximum capacity of Hyundai Motor Manufacturing Czech has risen to 300,000 cars per
year.

* Kaipan KA PAN

Kaipan was founded in 1991 as a fully Czech-owned company. The goal of its founder was to
enlarge the offer of the Czech market with a sports convertible (roadster). Its design was
derived from the famous Lotus Seven and its replicas. Even though the original idea was
rather to import Lotus Seven replicas from abroad, the company gradually turned to
developing and manufacturing new variants of the original designs. The fi rst prototype was
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introduced in the fall of 1992; however, development and testing took several more years and
was fi nished in 1997. That same year, the Kaipan 47 was deemed roadworthy and approved
for series production. In 2003 the company moved to new premises in Smrzovka, in the
Liberec region.

At present, Kaipan is a stable company that offers the fl exibility of a small production plant.
Kaipan’s roadsters are exclusive sports cars based on a legendary design but using modern
technologies such as composite materials. All are custom-made and fulfi 1 roadworthiness and
emission requirements. The product portfolio comprises three models — Kaipan 15, Kaipan 57
and Kaipan 14 — which have been successfully exported to Germany, the Netherlands, Serbia,
Montenegro, Bulgaria and Slovakia.

2.4 Czech Automotive: Export and Import

Automotive sector including vehicles and components have dominant position in the
commaodity structure of Czech exports, their share in total exports reached 17.3% in 2012 and
its position ranged in 2" rank of highest Czech Export items following by Machinery (19%).
Highest positive balance was achieved in the item of passenger cars and their parts.

CZECH EXPORT VALUE | Growth (%) Share (%)
ITEMS (MILLION USD
2009 | 2010 | 2011 | 2012 | 2011] 2012 | 2010 | 2011 2012
;’Ciré'scs'esa”d 19621 | 22783 | 27823 | 27110 | 221 | -26 | 171 | 171 | 173

Figure 5: Czech Automotive Export

Source: Czech Statistical Office, 2013

According to figure-5, Czech automotive industry has a strong position within the national
economy, its share on the total GDP of the Czech Republic makes 10 % and on total Czech
export 17,3 % in the year 2012. Automotive industry includes not only production of motor
vehicles but also manufacture of components, spare parts and accessories and employs totally
121 thousand. people. In 2012, automotive industry accounted for 24.9% of industrial
production. Manufacture of motor vehicles grew by 2.2 %.

Czech Automotive Import

CZECH IMPORT VALUE | Growth (%) Share (%)
ITEMS (MILLION USD

2009 | 2010 | 2011 | 2012 | 2011 | 2012 | 2010 | 2011 | 2012

Vehicles and
access

8643 | 9723 | 11913 | 11533 | 225 | -3.2 7.7 7.8 8.2

Figure 6: Czech Automotive Import

Source: Czech Statistical Office, 2013
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Although Czech Automotive has high level of exports, it is noticeable that the value of import
vehicles and access was rising substantially and ranged at 4™ position for total import items,
containing 8.2% of total Czech import in year 2012 because the import values comprises not
only items imported directly by automotive companies needed for production (e.g. parts) and
investment items (e.g. machinery) but also all imports of new vehicles into the Czech
Republic as there are many auto manufacturers and assembly plants in the Czech Republic
include original Czech brands Skoda, Hyundai and joint-venture Peugeot, Citroen and
Toyota. Hence, these companies acquire large volume of automotive parts needed for
production, mainly import from other countries.

Prepared by: Thai Trade Center (Export Promotion), Royal Thai Embassy, Czech Republic

Last Updated: 29 April 2014
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