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About Us

Power Systems Research (PSR) is a world leader in providing power equipment
information, whether it's pure data, analysis, forecasting or specific business
intelligence. This product information ranges from IC engines to battery-electric and
hybrid powertrain technologies. PSR has been providing world class business and
market intelligence to industry leaders for more than 40 years. How can we help you?
For details, call +1 651.905.8400 or email info@powersys.com. www.powersys.com
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PowerTALK™ News Now in Chinese and Japanese

To better meet the needs of our readers who prefer to read PowerTALK™ News in
Chinese or Japanese, we now offer articles from Asia in Chinese and Japanese, as
well as English. Click here to read directly in Chinese and here for Japanese.
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North America Report

Daimler Pursues Fuel Cells on Multiple Fronts

By Tyler Wiegert, Project Manager and Power Generation Analyst

In a statement released June 30, Daimler announced it will be investing “a very

substantial sum” in achieving a CO2-neutral future for the transportation sector.

Hydrogen fuel cell production facilities are currently in development, with an eye
toward mass production of fuel cells and their component parts.

Some of the hurdles Daimler is working to overcome are the
needs for highly-filtered air and stable ambient temperature
and humidity. The materials and components used in fuel cell
production do not allow for an easy transfer in process from
conventional engine manufacturing.

While Daimler has a deep knowledge base itself, it is also
Tyler drawing on the expertise of other major players in the industry.

.| Wiegert In April, Daimler and Volvo took another step toward establishing

a joint venture for fuel cell development and marketing in the on-highway market.

= n ™
E ngl n LI n k Their goal is to have long-haul solutions to market after 2025.

If you need engine data and On-highway is not the only avenue by which Daimler is seeking to enter the fuel
forecasts, you need EnginLink™ cell market. They have also announced a pending partnership with Rolls-Royce,
which they seek to make official by the end of the year. Daimler plans to leverage
EnginLink™ is the definitive source the fuel cell systems from their joint venture with Volvo to create emergency power
of global production, forecast and generators with Rolls-Royce’s MTU for data centers, an already fast-growing

specification data for IC engines. market that may soon accelerate further as the cloud becomes decentralized.
And now it includes information on

electric and hybrid-drive systems. Source: The Trucker. Read The Article

It contains model level detail for PSR Analysis: A person could be forgiven for thinking that Tesla and Nikola were
power sources used in off-road the only major players in the on-highway alternative power market. My internet alerts
equipment and on-highway vehicles. made sure | was aware, and then made sure again and again, that Nikola’s fuel cell

Call today. +1 651.905.8400, or byproduct will be drinkable water, chilled before it is served to you while you drive.

email us at info@powersys.com. But the old OEMs are not letting the fuel revolution pass them by, and they are
Call Today. creating some powerhouse joint ventures to make sure that they keep up with the
Why wait for success? newer entrants.
It should be clear by now that while the goal for many governments and
Powel‘ manufacturers is carbon neutrality by 2050, the developments in technology and
Systems equipment to get there are happening now.
ResearCh Power Systems Research’s OE Link™ Production database has both historical

Data - Forecasting - Solutions™ . )
data and forecasts for on-highway, down to the model-variant level, that are

1365 Corporate Center Curve meticulously researched and maintained by our global team of analysts.

St. Paul, MN 55121
+1 651.905.8400 The COVID-19 pandemic has many feeling like they just need to stand still and get
WWW. POWETSYS.com through this, but the market leaders are still moving, and anyone that lets a year
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Utilities have been
struggling with the
perverse problem that
excess generation
from renewable
sources has been
slowing adoption, as
surges from those
sources can disrupt
the stability of power
grids.

g0 by because of the pandemic is going to find themselves substantially behind
in a very different world when we come out of this. Let us work with you to identify
what you need to stay relevant. PSR

On-Highway Batteries Serve as Emergency Backup

By Tyler Wiegert, Project Manager and Power Generation Analyst

Audi and the utility EnBW are pioneering an energy storage facility built on retired
electric vehicle (EV) batteries. This partnership is being billed as the solution to a
major problem in each industry.

For automobile manufacturers, the question of how to recycle retired batteries
has been pressing for some time. Utilities have been struggling with the perverse
problem that excess generation from renewable sources has been slowing
adoption, as surges from those sources can disrupt the stability of power grids.

EV batteries have a functional life of 3-10 years after they are retired from vehicle
use, making them a ready tool for use by utilities.

Portland General Electric Company (PGE) also is seeking to create a more resilient
grid for the utilization of renewable energy sources. They are launching a pilot
program to incentivize the installation of home battery systems to act as a virtual
power plant.

In addition to utilizing this extra storage to balance energy production and
demand, PGE is hoping that the residential network can eventually be used

to provide power to customers even in the event of a central outage. This pilot
system is also being used to test a more-refined control system that seeks to

use data on inconsistent energy generation from renewable sources and sudden,
less-predictable energy consumption, like from EV charging, to inform an active
management system of power distribution.

Source: New York Times. Read The Article
Yahoo Finance. Read The Article

PSR Analysis: Whenever | am speaking with people who are skeptical about the
future of battery-powered vehicles and renewable energy sources, | invariably
hear two things. The first is that batteries are terrible for the environment, because
when they are dead, you are left with a dead battery as garbage, not to mention
the environmental impact of mining for raw materials.

The second is that renewable energy sources are not viable because we don't
have the storage systems in place to make them a stable source of power.
Innovations like those being made by Audi and EnBW, and by PGE are just
examples of how a rapidly-evolving industry seeks to address these critics.

At some point, maybe people will be able to convert their EV batteries into a home
battery system that operates as part of a virtual power plant. Maybe automakers
will eventually not be required as middlemen supplying those used batteries to
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utilities, and residential owners will be able to sell the batteries directly to the
utility, helping to reduce the lifetime cost of an electric vehicle to a point that

. makes them more affordable for a larger segment of the population.
North America Report

Continued from page 3 | wrote last month about the risks of future hype, but it is just as risky for industry
actors to sit on the sidelines of the energy revolution because they think that the

hurdles in front of them today will never be overcome by the ingenuity present in
the market. PSR

The Current Status of Electric Commercial Vehicles

Chris Fisher, Senior Commercial Vehicle Analyst

During the past decade, PSR has followed the progress of alternative fuels and
technologies such as gas and diesel hybrid, natural gas, and electric along with
other renewable fuels. To date, alternative fuels have been relegated to more
niche segments and have not penetrated the larger end of the market.

Segments such as transit and school buses along with short distance segments
like refuse have been the primary adopters of natural gas
since they tend to be close to their terminals for refueling and
recharging. The bus market along with pickup and delivery
trucks are the target segments for electric vehicles in the near
term.

Late last year, Amazon placed an order for 100,000 light
Chris commercial “Prime” vans from Rivian that will likely be the beta
Fisher test for the viability of light electric commercial vehicles. These
vehicles are expected to begin deliveries next year.

Within the medium and heavy truck segment, electric and hydrogen fuel cell
trucks are still in the testing phase. Barriers to adoption such as upfront cost,
charging infrastructure, reliability, resale value, vehicle range and the impacts of
extremely cold or extremely hot temperatures certainly will have to be addressed
before the vehicles can be adopted on a large scale.

Large scale adoption will reduce up front cost and provide support for additional
charging infrastructure, which would likely benefit other vehicle segments, as
well. Large scale adoption should also help improve the battery technology as the
manufacturers continue to learn and improve the equipment.

The advantages of electric vehicles include elimination of fuel cost and reduced
maintenance cost, since EV's have significantly fewer moving parts than the
traditional commercial vehicle. However, electric commercial vehicles will
continue to compete with other technologies such as natural gas and eventually
hydrogen fuel cells. Fuel economy improvements to the traditional engines will
also impact electric vehicle adoption rates.

Aside from the fact that most of the electricity to power these vehicles is derived
from fossil fuels such as coal or natural gas, the “zero emission” vehicles will
likely benefit from government financial incentives and government mandates.
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In California, CARB recently approved a measure that will require the truck
manufactures to transition a percentage of their sales in the state from diesel

. trucks to electric zero-emission vehicles. PSR
North America Report

Continued from page 4 Powersport Industry Leading Economic Comeback
Michael Aistrup, Senior Analyst

The Powersports industry--featuring ATVs, motorcycles and
watercraft--appears to be leading the way on the road to
economic recovery. According to Motorcycle & Powersports
News magazine, this increased demand for powersports is
helping values bounce back from historic lows.

According to Scott Yarbrough, senior analyst for motorcycle
Michael and powersports at Black Book: “After the first month of the
Aistrup COVID-19, shutdowns put a freeze on powersports values

during the beginning of the spring selling season, and the second month saw

dramatic declines. This month values are up across the board, some by the
largest amounts we have ever seen in a monthly update. A combination of
surprisingly strong demand, coupled with drops in availability of units, has led to
this resurgence in values,”

Percent Increase of Value

. - ™
M a r I n e L I n k ' Motorcycle & Powersports Percent Change May to June 2020
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Call Today.
Why wait for success? Source: Black Book
The largest increase is the utility vehicle segment, which is up 10.5% compared to
POWEI' May. ATVs are up 4.6% and Snowmobiles are showing a decline of (-2%).
Systems - _ _ |
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Data - Forecasting - Solutions”™ distancing activity while having fun with family and friends.
1365 Corporate Center Curve According to the National Marine Manufacturers Association (NMMA), new boat

St. Paul, MN 55121

+1 651.905.8400
WWW. POWEI'SYS.COm

sales rebounded sharply in May, up 59% compared to April, and up 9% from
pre-pandemic levels on a seasonally adjusted basis. Total sales in May were the
highest they've been in a decade with increases across all segments.
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Shutdowns of
manufacturing
facilities due to supply
issues and COVID-19
concerns have
stopped powersports
equipment shipments.

Highlights from the latest New Powerboat Registrations report and Monthly
Shipment Report:

PWC sales reached record monthly highs for the second consecutive month in
June, up 41% from a year ago, on a seasonally adjusted basis and have fully
recovered from pandemic-related losses in March and April.

Saltwater fishing boat sales were up 9% in May on a seasonally adjusted basis,
compared to a year ago.

Jet boat sales were up 31% in May on a seasonally adjusted basis, compared
to a year ago.

Outboard engine sales in June were up an average 28% from pre-pandemic
levels on a seasonally adjusted, monthly basis.

PSR Analysis: Consumers seem to have decided that powersports provide a safe
and affordable way to socially distance in today’s new health environment.

Shutdowns of manufacturing facilities due to supply issues and COVID-19
concerns have stopped powersports equipment shipments. Industry
manufacturers will need to increase production to meet consumer demand or
consumers will look to other ways to safely social distance. PSR

DataPoint: NA Tillers
261,100

By Carol Turner, Senior Analyst, Global Operations

The 261,100 units is the estimate by Power Systems Research of the number of
tillers to be produced in North America (Mexico and the U.S.) in 2020.

This information comes from industry interviews and from two proprietary
databases maintained by Power Systems Research: EnginLink™ , which provides
information on engines, and OE Link™, a database of equipment manufacturers.

Market Share: With combined plant totals of 52%, MTD leads in production of
Tillers in North America. In second position is Schiller Grounds Care with 33%,
and in third place is Honda Power with 5.5%.

Exports: Mexico exports up to 65% of its production, and the U.S. ships up to
35% of its production worldwide.

Trends: Production of Tillers in North America decreased nearly 16% in 2019,
compared to 2018. Production is expected to drop an additional 10% in 2020.
The decline is attributed to Husqvarna discontinuing their line of tillers along with
a lull in demand for new products.

In recent years, there has been a steady demand for tillers in both the commercial
and residential sectors. Driven by an acceleration in GDP growth, consumers
will be increasingly willing to spend their disposable incomes on durable goods,
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Continued from page 6

OE Link"

Your source for OEM
production and forecast data

OE Link™ is the definitive source of
global OEM production and forecast
data for with engine installation
detail for the full range of highway
vehicle and off-road segments.

And now it includes information on
electric and hybrid-drive systems.

Data includes model level detail
on vehicle, mobile and stationary
equipment applications in 13 key
industry segments.

Call today. +1 651.905.8400, or
email us at info@powersys.com.

Call Today.
Why wait for success?

Research

Data - Forecasting - Solutions™

1365 Corporate Center Curve
St. Paul, MN 55121

+1 651.905.8400
WWW.POWErSYS.com

landscaping services, and recreational activities, thereby boosting demand for
both consumer and commercial outdoor power equipment.

It's possible that COVID-19 may cause a production decline, but this impact may

be only minor because homeowners are keeping up their yards and creating
flower beds, etc. Expect production to increase 10% by 2025. PSR

Europe Report

By Emiliano Marzoli, Senior Business development Manager - Europe

Stage V Emissions Standard Officially Delayed

Emiliano
Marzoli

July 1, 2020.

Regulation (EU) 2020/1040 to amend Regulation (EU)
2016/1628 on Stage V emissions from non-road mobile
machinery (NRMM) was published July 17 in the Official Journal
of the European Union. This final step of the legislative process

confirms that the 12-month extension of certain transitional
provisions is officially EU law and is applicable retroactively from

This amendment to the Stage V Regulation extends by 12

months the June 30, 2020, and December31, 2020, deadlines

for the production and placing on the market of NRMM and tractors fitted with
transition engines <56kW and =130kW.

Read The Article
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Source: PSR OF Link™

PSR Analysis: The European industry associations representing NRMM
manufacturers, namely CECE, CEMA, EGMF, United Municipal Equipment &

Cleaning, European and FEM have been actively lobbying the EU institutions for
several months, following the COVID pandemic in order to obtain postponement

of the Stage V emissions standards. This news has a significant impact on all
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applications, but above all on the <56kW ones. In fact, the impact on machine
cost in this power band would have been particularly substantial with increases up
to 30% compared to Stage IV Final equal machines.

Europe Report

Continued from page 7 As reported in our OE Link™ production database, some 360,000 mobile
machines were produced in 2019 in the <66kW powerband. Following the impact
of the COVID pandemic and its repercussion on the industry we are forecasting

- this number to shrink to 330,000 for 2021, the year of original implementation of
the new Stage V emissions regulations.

With the new Regulation (EU) 2020/1040, OEMs will have an extra year to produce
the new machines. More importantly, the market will have one extra year to absorb
the disastrous consequences of COVID-19 and be ready to switch to Stage V in
2022, when we predict 350K machines will be manufactured in this range. PSR

Brazil/South America Report
Brazil CE Sales To Grow 15% Despite COVID

By Fabio Ferraresi, Director Business Development South America

Construction Equipment Internal Sales in Brazil from January
thru May grew 35% over the same period of 2019. The Brazilian
Machinery Builders” Association (ABIMAQ) expects 2020 sales
to hit 20,000 machines, 15% more than in 2019.

PSR Analysis: The Construction segment was the less affected
by the pandemic than some other segments. The interest
Fabio reduction directed investment to real state, especially housing,
Ferraresi and some measures, such as the new regulation for sanitation,
recently approved by the parliament, will boost the Construction business in 2020
and more significantly in the coming years. PSR

Brazil AG Equipment Sales Drop in H1 2020 but
Growth Seen for 2020

Source: GI1 Read The Article

From January to June 2020, the total sales reported by the National Association

of Motor Vehicle Manufacturers (ANFAVEA) dropped 1.3% compared with same
period in 2019, with 196,000 units. Tractors sales dropped 5% while Combines

dropped 9% and Sugar Cane Harvesters grew 24%. The reviewed expectation of
ANFAVEA is 3% growth in 2020 over 2019.

PSR Analysis: First, it is necessary to consider that ANFAVEA covers only a small
part of the equipment and OEMs. Second, sales of tractors should be boosted

by the new “Safra Plan” with reduced interest rates combined with the good
momentum of the agricultural business in Brazil.
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Brazil/South America
Report

Continued from page 8

The new regulation
will allow higher
participation by the
private sector in

water supply and
sewage collection and
freatment services.

A shortage of parts and a shutdown of plants reduced the offer during the
pandemic period, but it will be recovered through the year. The impact on
production will be more significative due to the loss of exports, since other South
America countries are suffering more than Brazil in Ag Business. PSR

New Sanitation Regulation Will Boost CE Sales and
Production into 2035

A new legal framework for sanitation was approved by Parliament and sanctioned
by the President in July. The new regulation will allow higher participation by

the private sector in water supply and sewage collection and treatment services.
It also set targets to reduce the population percentage without access to water
supply and sewage collection from 30 million and 100 million people to zero and
20 million, respectively.

Source: Revista Grandes Construcdes Read The Article

PSR Analysis: With the current investment level, it would be reached in 2060.
The level of investment will increase by US$ 5 Billion per year and a significant
amount of this investment will be directed to Construction Equipment in the
coming years. PSR

China Report

By Qin Fen, PSR Business Development Manager-China.

National Grid Joins Switch-on Mode Team

In July, MIIT (Ministry of Industry and Information Technology summoned a meeting
with local governments, industry associations and automotive companies on battery
switch-on implementation. People attending offered thoughts on implementing
battery switch-on operations, sharing recommendations for policy and discussing
challenges of proposed actions.

Source: DI £V Read The Article

PSR Analysis: Electric vehicle development is facing several
different technology roadmaps. While the automotive industry
prefers plug-in and charging, grid companies are more inclined
to favor the battery switch-on mode based on grid reliability. Such
debate is good for advancing electrification in the auto industry,

it is vital to have all participants’ input before promoting electric
Qin Fen vehicles on a larger scale. PSR

Like what you see? To ensure that you continue to receive your
complimentary copy of the PowerTALK™ News report each month, Sign up now.

Questions, Comments? Contact Joe Delmont, Editor
jdelmont@powersys.com | +1 651.905.8422 | www.powersys.com © 2020 Power Systems Research | PowerTALK™ News | 9


https://www.powersys.com/library/powertalk-newsletter
http://www.powersys.com
mailto:jdelmont%40powersys.com?subject=
http://www.powersys.com
http://www.grandesconstrucoes.com.br/Noticias/Exibir/marco-legal-do-saneamento-contara-com-novos-investimentos-para-o-setor
https://www.d1ev.com/news/shichang/120406
https://signup.e2ma.net/signup/1803855/1764605/

Power Systems Research

Data - Forecasting - Solutions™

July 28, 2020

‘ Click Here To Go To Page 1

China Report

Continued from page 9

BRI BRI BXREM TT/HREBIWELEE
E

20207168 —7888, LEHSEMHBIFEL]. TG, JDSRFR
FHEXRER, BHMERAERERIE NARKE, ITERSSERR
BRIRENBEREN, THVIREBRIE A PSRN 20NN,

FERR: SRR - FHRR

PSR EBr)EFHRBAEHBEIGADNS AR, FIEINOHEEMNTT
B, MBMMENRBENBE, BREMRE, XIFHPIEWEDFTUWE
I, AEINE, EEANERS Bo)E2rl, STESSHNFDINENTF
BrEIERRRE, EXER. PSR

Far East: Japan Report
By Akihiro Komuro, Research Analyst, Far East and Southeast Asia
Toyota, Nissan and Honda Research e-Fuel as New Fuel

Toyota, Nissan, and Honda each are preparing for stricter environmental
regulations in 2030 by focusing on research and development of e-fuel, a
synthetic liquid fuel made from carbon dioxide (CO2) and hydrogen (H2).

- - e-Fuel is a liquid hydrocarbon chain fuel made from the catalytic
synthesis of H2 and CO2 from the electrolysis of water.

Generated from renewable energy sources, they are "carbon
neutral," which means they emit and absorb the same amount of
CO2. The e-fuel can be mixed with gasoline or diesel fuel.

Akihiro The three Japanese companies each have begun researching
efficient synthesis and use methods and business models. The
reason for researching e-fuel is that, in addition to complying
with regulations, the degree of penetration of e-fuel will have a significant impact
on the ratio of EV and HEV sales. If the use of e-fuel becomes widespread, there is
a high possibility that the ratio of HEVs will increase. It influences the direction of
powertrain development, which requires huge investments.

Komuro

One of the first to take the lead in e-fuel research and development was Audi
Germany. The company announced in 2017 that it had established an e-fuel
research facility in Germany. They believe that it is risky to develop only EVs, which
are likely to remain a challenge due to cost and range.

The e-fuel system uses hydrogen in the production process and is compatible
with Japan's energy strategy, which advocates a hydrogen society. Converting
gaseous, hard-to-carry hydrogen into liquid e-fuel is a technology that improves
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Far East Report
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e-fuel is a fuel
produced by a
chemical reaction
between carbon-free
hydrogen, which

Is produced from
water with surplus
renewable energy
power, and COZ,
which is emitted from
factories.

the portability of hydrogen energy. The problem with e-fuel is its high cost, which
is estimated to be around 500 yen per liter. Considering that the price of gasoline
fuel, excluding taxes, is 50-60 yen per liter in Japan, this is nearly 10 times

that amount. With the current cost competitiveness, there is little hope for the
widespread use of e-fuel.

If a solution to this problem can be found, the next generation of environmentally
friendly and low-cost powertrains for vehicles could be a popular option.

Source: Nikkei Cross Tech (The original article was partially revised by the author.)

PSR Analysis: e-fuel is a fuel produced by a chemical reaction between carbon-
free hydrogen, which is produced from water with surplus renewable energy
power, and CO2, which is emitted from factories. Waxes and chemicals are
produced during the formation of e-fuel, which can also be a carbon minus fuel.

When mixed with gasoline or diesel fuel, it turns a car into an eco-friendly vehicle.
This means that you can continue to use existing engines. The e-fuel contains no
impurities and is not dependent on crude oil. These elements seem to be exactly
the fuel of our dreams, but the challenge is that they are carbon-plus without the

use of renewable energy and, as the article mentions, they are expensive.

However, if various studies are carried out in the process of spreading the use of
these technologies, we can expect to accumulate technologies that will lead to the
suppression of greenhouse gases. However, it is possible that the PHVs and EVs in
the vanguard today will be able to overcome the current problems as they mature.
PSR
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South Korea Report

By Akihiro Komuro, Research Analyst, Far East and Southeast Asia

Hyundai Exports Fuel Cell Trucks To Europe

South Korea's Hyundai Motor announced on July 6 that it has begun exporting
commercial hydrogen fuel cell vehicles (FCVs) to Europe. The company shipped
10 trucks to Switzerland, and it plans to export 1,600 units by 2025 using a long-
term lease contract system.

Hyundai has set up a joint venture company to build a hydrogen infrastructure in
Switzerland; it also plans to develop hydrogen stations and other infrastructure
in cooperation with a local company. They plan to use Switzerland as a base for
expanding their exports throughout Europe.

The South Korean government is also focusing on the spread of the hydrogen-
based society and will appeal to the governments of other countries. The trucks
exported this time will be used by the food distribution industry. The route for
these trucks is fixed, making it easy to set up the infrastructure for refueling.
While EVs take a long time to recharge, FCVs are said to be more suitable for
transportation trucks because of their shorter refueling time, according to the
customer company. In addition to commercial vehicles, Hyundai Motor sells FCVs
under the passenger car brand Nexo.
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Source: Nikkei Business (The original article was partially revised by the author.)

PSR Analysis: There is a risk that the development of next generation batteries will
Far East Report not progress as expected for EVs. Hyundai is also believed to be considering the
Continued from page 12 risk of being too heavily weighted towards EVs. The Hyundai Motor Group's current

FCV production capacity is at the 3,000-unit-a-year level, but it has announced

that it aims to increase this to 11,000 units by 2020 and to sell 110,000 FCVs

by 2025. It will be a big challenge. The target number would be hard to achieve

without eating into the demand for EVs.

They are trying to gain a foothold in the CV market in Europe. The first stepping-
stone for FCVs to spread to cars will be medium - heavy trucks. It is in this
segment that the disadvantages of EVs will have the strongest impact and the
benefits of FCVs will be best matched.

Toyota and Hyundai have already released FCVs in the passenger car market,
but their sales are extremely limited, hovering around 100 units per year. There is
almost no benefit to FCV passenger cars now that the hydrogen infrastructure is

I ot in place. Only when the cost advantages of converting CVs to FCVs become

. ™ apparent will we be able to move into the popularization phase. The first step is to

CV LI n k develop FCV trucks that are practical and durable. PSR
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Far East Report
Continued from page 13

Grab and GOJEK,

the two strongest
Southeast Asian ride-
hiring services, will
focus their resources
on their ancestral
businesses of car
dispatch, delivery and
payment.
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Southeast Asia Report

By Akihiro Komuro, Research Analyst, Far East and Southeast Asia

Super App Strategy is at a Crossroads for Grab, GOJEK

Grab and GOJEK, the two strongest Southeast Asian ride-hiring services, will

focus their resources on their ancestral businesses of car dispatch, delivery and
payment. Due to the impact of the new coronavirus, both companies have decided
to reduce their workforce for the first time since their founding about 10 years ago
and are withdrawing from their non-core businesses. The "Super-app" concept,
which provides a full range of lifestyle-related services, was forced to be reviewed.

Grab and GOJEK announced in succession in June that they would be laying off
5% (360 employees) and 9% (430 employees), respectively.

Since February, the business environment has changed dramatically with the
COVID-19. The use of the service has plummeted due to restrictions on behavior
by governments.

GOJEK will end its lifestyle-related services that require human contact, such as
massage and cleaning services, at the end of July, and will also pull out of food
court operations.

Grab has also stated that it will withdraw from non-core businesses. Both
companies will focus on ride-hiring services as their core business. This is
because home delivery and payment, which are part of the core business, would
not be possible without drivers. Drivers are responsible for home deliveries as
demand for stay-homes surges, and even with cashless payments, drivers are
often responsible for cash charge services in Indonesia and other countries. Both
Grab and GOJEK have millions of drivers and are forced to deal with the difficult
task of retaining passengers while supporting them in terms of infection control
and income.

Source: The Nikkei (The original article was partially revised by the author.)
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10 years. PSR Analysis: The rate of growth that GOJEK and Grab have shown in Southeast

Asia has been very fast, with both companies growing to a market capitalization of
$10 billion in just around 10 years.

Part of the reason why they have been able to grow so much in many Southeast
Asian urban areas where infrastructure is still weak is that they have created many
business opportunities and jobs, thanks to the high rate of motorcycle ownership
and smartphone penetration.

The review of the two companies' businesses will spill over into the food and
beverage industry and various service businesses. The demand for their root
business, ride sharing and delivery, is strong and the strategy of returning to the
ancestral business is the right one.

In the long term, the ride-sharing delivery business will be a growth industry in
the new normal era. | predict that this will be the case. And this trend will support
demand for motorcycles in Southeast Asia at the bottom. PSR
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With extended
lockdowns in most
parts of India, the
production of all non-
essentials was at a
halt or at minuscule
levels in April and May
until the economy was
unlocked.

India Report

By Aditya Kondejkar, Research Analyst — South Asia Operations.

Rural Economy Helping Ride Out COVID Impact

With extended lockdowns in most parts of India, the production of all non-
essentials was at a halt or at minuscule levels in April and May until the economy
was unlocked. This move reduced demand in the short-term, but owing to
intrinsic domestic demand, we are optimistic about future business expectations

Better Outlook of Rural Economy

However, hope has arisen from India's rural part as the
agriculture sector appears to have been relatively less impacted
by the lockdown. This part of the country never truly went into a
harsh lockdown, and thus procurement, harvest, and consumer
activities have remained unaffected. Farming continued during
the lockdown, especially for rice and wheat cultivation. The
return of migrant workers caused a surplus of agricultural

labor. This resulted in the fact - more land was brought under
cultivation than ever before. As a result, the country has
witnessed a good season of rabi harvest.

Aditya
Kondejkar

Rural Auto Demand Helps Avert COVID Impact

Read The Article

A better rural economy is driving the overall growth. We are witnessing the
demand recovery in two-wheeler and car segments and it is skewed towards the
semi-urban and rural markets.

In June 2020, Maruti Suzuki, the country’s largest carmaker, witnessed a surge
of 40% in rural sales. Hero MotoCorp, the country’s largest 2-wheeler maker,
sold four times as many two-wheelers in June 2020 as it did in May 2020. The
company noted that a significant part of the market demand is emerging from the
rural and semi-urban markets

Rural Sentiment Lifts Tractor Sales

Read The Article

Tractor sales have largely remained strong even during the lockdown period as the
government allowed its sales even before other automotive manufacturers could
resume their operations. In June 2020, Mahindra tractors, the country's largest
tractor manufacturer, saw a 12% YQY growth in tractor sales.

“The timely arrival of the south west monsoon, combined benefits of a record
Rabi crop, Government support for Agri initiatives and very good progress in the
sowing of the Kharif crop have led to positive sentiments among farmers. These
underlying factors along with better cash flows in rural markets have helped
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boost tractor demand during June” - Hemant Sikka, President - Farm Equipment

Sector, M&M
India Report High-frequency indicators like higher cumulative rainfall in the first week of
Continued from page 17 July, improved area sown under Kharif crops, suggest a stable condition of the

rural economy. Further, the budget for the Mahatma Gandhi National Rural
Employment Guarantee Scheme has been raised to Rs 1 lakh crore due to the
COVID-19 crisis.

Hence, we expect a faster recovery in rural India, while the urban part will take a
little longer to come back to normalcy. The rural part of India, which has two-
thirds of the country’s population and 70% its workforce and generates 46% of
the national income, will play a pivotal role in moving ahead the Indian economy
and auto industry. PSR

COMPONENTS Russia Report

By Maxim Sakov, Market Consultant, Russia

Hyundai Plant Can Produce 300,000 Car
Engines Annually

Looking for component data?
We can help.

Many components are already included

in our databases. If the ones you require ) ) .
Hyundai VIA has begun construction on an auto engine plant near

are not, we may be able to identify them %

for you. ‘ St. Petersburg.

The Components & Consumables The enterprise initially plans to make 240,000 engines per year.
Module Directory provides a quick - Maxim Then, the capacity will increase, and the plant will make 300,000
overview of components data available in Sakov i i

our EnginLink™, OE Link™, CV Link™ Gamma | engines of 1.6 liters.

and PartsLink™ proprietary databases.
The project has been established under a special investment contract. The investors

The modules are not stand-alone “injected” US$185 million (13.1 billion Rubles) into the project. The plant will bring
products; they can be purchased only . .

as part of a subscription/extract to one of about 500 jobs to the city.
the databases, EnginLink™, OE Link™, ) ) o
CV Link™ or PartsLink™. Test launch of the plant is planned in Q1 2021, and mass production is scheduled
to start in October 2021. Read The Article

Call today. +1 651.905.8400, or email

us at info@powersys.com. PSR Analysis: The engine building industry is a focus for the Russian Government.
One part of its development plan is to concentrate as much engine building as
Power possible inside the country. It looks as though the SPIC (Special Investment
Systems Contracts) is a proper tool for this. PSR
Research

New Restrictions for Import of Right-Wheel Engines to
Russia Launched

Data - Forecasting - Solutions™

1365 Corporate Center Curve
St. Paul, MN 55121 New restrictions for imports of right-wheel engines to Russia became effective July
+1651.905.8400 1. Completely barred from import are machines of the M2 and M3 class — trucks,

WWW.powersys.com . .
P Y buses, LCVs and construction machines.
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Russia Report
Continued from page 18

On top of this, the procedure of Custom’s clearance of right-wheel passenger
cars became more complicated. The owner of such car should obtain technical
certificate, confirming compliance of car design to the safety requirement.

According to the Federal Customs Service, the amount of payments will depend on
ecological class, production date, engine volume and other parameters. This will
include processing fee, custom’s tax and utilization fee. Read The Article

PSR Analysis: The main source of right-wheel vehicles to Russia has been Japan,
and there were many businesses importing used vehicles to Russia. One of the
consequences of the new restriction is reduction in prices of used cars in Japan by
more than 40% (June 2020).

At the same time, the Russian market will not be affected seriously by the
restrictions, because actual imports have been significantly reduced by earlier
measures (higher taxes). Right-wheel machines are concentrated in Eastern regions
of Russia. For passenger cars, the total fleet share of such vehicles is about 7%,

for trucks, 3.3%, for buses , 0.6% and about12% for LCVs. These measures are
protectionist measures, and the final goal is to reduce the share of right-wheel
vehicles to zero in the Russian market. PSR

Meeting Your Information Needs

Power Systems Research has been providing world class business and market
intelligence on power equipment to industry leaders for more than 40 years.

A comprehensive range of database products and strategic analysis services
is available to meet your planning needs. For more information, visit us at
WWW.powersys.com.

e EnginLink™ — Engine Production-Forecast Data

e CV Link™ — Commercial Vehicle Production-Forecast Data

e OE Link™ — Original Equipment Production-Forecast Data

e OE Link-Sales™ - Original Equipment Sales-Forecast Data

e PartsLink™ — Engine and Original Equipment Population Data

e MarineLink™ — Boat Production and Engine Installation Data

e MarketTRACKER™ - Several individual quarterly syndicated surveys
e PowerTRACKER™NA — North American gen-set syndicated survey
e (Call Center - In-house calling capability for custom surveys

e Market Studies — Conducted more than 3,100 proprietary studies

e Component Modules — Special component packages with databases

Like what you see?
To ensure that you continue to receive your complimentary copy
of the PowerTALK™ News report each month, Sign up now.
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