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Automobile production in Vietham, 2014 - 9M/2020
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Completed auto parts production volume, 2014 - 9M/2020
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Production of components and spare parts, 9M/2020
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Localization rate of key auto parts OEMs in Vietnam, 2019
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Thousand units Automobile production in Vietham, 2014 - 9M/2020
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In the first 9 months of 2020, the number of cars produced and assembled nationwide reached 181.4 thousand units, a sharp decrease of 48.7% compared
to the same period in 2019. There were many factors affecting volume of domestic car production:

* In the first and second quarters, the effects of the epidemic on the entire production chain already took it toll on Vietnam's imports. Moreover, many large
automobile manufacturers in Vietnam such as Ford, Toyota, Honda and TC Motor all had to stop production during March. Though some Thaco facilities are still
operating, workers and production chain are still under social distancing. This is the main reason for the significant decline in car production

+ Since the end of June, with support from the government by reducing 50% of registration fee compared to previous amount and extending payment term for
excise tax, a new door of opportunities has opened for domestic automobile production. According to the Ministry of Industry and Trade, car consumption in
2020 will decrease, but only by 3 - 5% compared to 2019. Therefore, many car manufacturers including FDI enterprises are considering maintaining operation, or
even expanding production in the context of the government's support.

VIETNAM AUTOMOBILES MARKET REPORT 8




A

1.1. Automobiles market overview

Vietnam domestic automobile consumption, 2014 - 9M/2020
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In the first 9 months of 2020, the total car consumption of the entire
domestic market reached 174.9 thousand units, a sharp decrease
compared to the same period in 2019.

After the surge from the second half of 2018 to the end of 2019, domestic
demand for cars has been negatively affected by the epidemic. Luxury
goods such as cars will suffer even more in the context of all goods
stagnation; only a few essential items can maintain steady sales.

All VAMA members recorded a plunge in sales; many businesses had to
stop production and close local car dealerships to avoid incurring losses. To
cope with decreasing demand, companies simultaneously reduced prices to
stimulate demand with preferential packages of up to thousands of USD. In
addition, VAMA also proposed to the government to be exempt from
registration tax to incentivize automobile businesses.

Automobile consumption by type, 2019 - 9/2020
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FAVORITE VEHICLE TYPES CONSUMPTION BY REGION

Favorite vehicle type:

« Sedan, Hatch back,
Crossover

* Pick-ups, Van, Truck

Favorite vehicle types:
« SUV
* Pick-ups, Heavy truck
- J

Favorite vehicle types:

* SUV, MPV (Multi Purpose
Vehicle)

\.* Light truck )

Source: VIRAC
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Thousand units Automobile consumption by origin, 2019 — 9M/2020
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In 2019, the ATIGA agreement reduced the tax on imported CBU cars from ASEAN to 0%, causing a mass of imported CBU cars to flood into Vietnam. The
proportion of car consumption has also shifted very unfavorably for locally assembled and manufactured vehicles. In 2018, the consumption of
imported cars only reached 25% of the total volume of cars, but by 2019, this rate reached 41.2%.

Until early 2020, the car market is bleak; the volume of CBU imported cars, though cheap, still plummeted due to a decrease in demand. According to
VAMA in the first 9 months of 2020, Vietnam consumed 65,074 CBU imported cars, a decrease of 30.5% compared to the same period in 2019.

In addition to the joining of VinFast, Toyota Vietnam has recently returned to the domestic assembly of the Fortuner model after 2 years of import.
Accordingly, Toyota will buy more land to expand the factory as well as build a test track, aiming to increase capacity to 90,000 cars/year by 2023.

VIETNAM AUTOMOBILES MARKET REPORT 11
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VAMA'’s automobiles consumption by region, VAMA'’s automobile types consumption by region, 9M/2020
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In the first 9 months of 2020, car sales decreased steadily in all 3 regions, North, Central and South. Total car sales of VAMA in all 3 regions only reached
172,537 cars, a decrease of 21.3% as compared to the same period in 2019.

» The North recorded consumption of 74,041 vehicles, a decrease of 16.2% year-on-year.

+ Central Vietnam only achieved sales of 23,768 units, down by 26.2% compared to the same period in 2019, the sharpest decrease among the 3 regions. This is
the region with the lowest car consumption in the country.

* The Southern region reached 74,728 units, a decrease of 24.2% compared to the same period in 2019.

* The consumption structure of vehicles has not changed much, with the highest consumption still being passenger cars due to high demand for individual
vehicles; followed by commercial vehicles with trucks, pickups and buses, and finally specialized vehicles, which are mostly garbage trucks.

VIETNAM AUTOMOBILES MARKET REPORT 12
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Sales of top 10 best-seller automobiles in Vietham, 9M/2020
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Completed auto parts production volume, 2014 - 9M/2020
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Production of components and spare parts, 9M/2020
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Since 2017, Vietnam stopped producing a number of high-
tech spare parts such as wheel rims, exhaust pipes, brakes,
and shock absorbers, so output has decreased significantly.
The aforementioned parts are in large quantity but bring
little added value, so businesses turned to concentrated
production of other types of components, both for
domestic service and for export.

In the first 9 months of 2020, Vietnam's production of
components and spare parts reached 806.9 million units,
a sharp decrease of 26.3% compared to the same period
in 2019. Because of the pandemic during March,
production stalled, and market demand also decreased.

The average localization rate of Vietnam's auto industry in
2019 reached 10%, which is very low compared to other
ASEAN countries. This is because Vietnam's automobile
production is still low, leading to a small scale of production,
so the domestic production cost of parts is higher than the
import price. Even the big business like THACO only
achieved 15-18% of the localization rate.

Within the structure for complete auto parts, other
motor vehicle parts account for the largest share with
more than 80% of output. These are small components
that do not have high expertise.

It is clear that the domestic production of auto parts is still
limited in the variety of products; moreover, some high-tech
spare parts have stopped production, leading to higher
import of auto spare parts every year to meet the demand
of domestic automobile manufacturing and assembling
industry.



