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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
Trucking News: Asking The Expert

By Chris Fisher, Senior Commercial Vehicle Analyst

Do you expect a sharp slowdown for truck purchases in October due to the
possible resurgence of the Coronavirus this fall?

PSR Analysis: At this point, no. The “shock and awe” of the
pandemic appears to be well behind us. During the past few
months, commercial truck demand has stabilized albeit at a low
level but continues to improve.

Recent surveys have indicated that trucking conditions are
improving. The biggest threat to the health of the industry
would be a further lockdown of the economy which would
cause trucking conditions to slow but would not likely upend
the market. However, we do believe it will take a further 18-36 months for the

| economy to return to a pre-virus level.

= n ™
E ngl n Ll n k Are OEMs significantly reducing R&D spending on electrified vehicles?

PSR Analysis: Not so much on electrified vehicle technology. The OEM'’s realize
the importance of keeping up with their peers and not allowing themselves to

fall behind in this arena. This along with future government driven emission
regulations will ensure that OEM’s will continue to focus R&D into this segment.
EnginLink™ is the definitive source All of the OEMs have most likely reduced or pushed back R&D spending on other

e glgpal producnon, forecagt znd projects not related to electrification.
specification data for IC engines.

And now it includes information on Will Volkswagen (TRATON) acquire all of Navistar?
electric and hybrid-drive systems.

Chris
Fisher

If you need engine data and
forecasts, you need EnginLink™

PSR Analysis: Earlier this year, TRATON made a $2.9 billion all cash offer for the
83% outstanding shares of Navistar in an effort to capture a significant share of
the medium and heavy commercial vehicle market in North America (TRATON is

a holding company for MAN and Scania and also the Brazilian OEM Caminhdes e
Call today. +1 651.905.8400, or Onibus).
email us at info@powersys.com.

It contains model level detail for
power sources used in off-road
equipment and on-highway vehicles.

Initially, it looked like this offer was a done deal. However, with the impact of the
Call Today. Coronavirus it appears this acquisition is on hold as TRATON preserves cash until

i ? . . .
Why wait for success? the economic conditions improve.

We should also note that since the offer, TRATON CEO Andreas Renschler

gos‘:\’:gll"ns and Navistar CEO Troy Clarke have departed from their company roles which
y could impact this potential acquisition. The pandemic along with the high cost
Research

of R&D related to the electrification of commercial vehicles has likely derailed
this proposal at least in the near term. Over the longer term, this acquisition still
makes good sense. PSR
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If you were hoping
for COVID-19 to
disappear from the
news by the school
year, it’'s obviously not
going to happen.

COVID Creates Challenges and
Opportunities in Power Gen

By Tyler Wiegert, Project Manager and Power Systems Analyst

If you were hoping for COVID-19 to disappear from the news
by the school year, it's obviously not going to happen. With
Tyler major companies like Google announcing they won't be sending
Wiegert employees back to their offices until the summer of 2021 and
COVID metrics climbing again in the South and West, we probably will be working
on the impact of the pandemic well into next year.

It could almost be considered a truism to say that COVID-19 has been bad for
business. The 33% annualized decline in GDP in Q2 2020 would apparently
confirm that, and even the most positive about the economy must concede that

a 9.5% single-quarter contraction is painful, to say the least. With businesses
closed and housing starts in June lagging 4% behind last year, even with the brief
reprieve when states began to reopen, the power generation segment has been hit
hard by the pandemic.

Cummins, a giant in the industry, announced at the end of July that its revenues
for Q2 2020 had fallen 38% from Q2 2019. That increased to 48% when looking
at North America alone. Engine sales were down 47%, and power generation
revenues declined by 37%. While Cummins was able to achieve positive net
income because of a quick ramp-up in production in China after the worst of the
virus had passed there, it was less than half of net income from Q2 2019.

But the effects of the pandemic on the power generation segment are not the
same for every OEM. Generac was able to increase their Q2 2020 net sales

by nearly 1% over Q2 2019. When the data is broken down by residential and
industrial sales, it is not hard to see why Generac was able to achieve growth.
While commercial and industrial sales were down 32.8% in Q2 2020, residential
product sales were up 27.2% led by significantly higher sales of residential
generators. Generac attributes this increase to a surge in awareness about the
need for home backup power now that large numbers of people are working and
learning from home.

Source: Diesel Progress Read The Article
Source: Seeking Alpha Read The Article

Even while the future of alternative fuel approaches and Generac prepares itself
for solar and storage markets, they are still innovating within the existing power
generation market. They just unveiled a 24kW generator with 70% the footprint,
which translates into up to $8000 in savings on purchase and install. The
generator also comes equipped with a home energy monitoring technology that
Generac claims can save owners enough to nearly pay for the generator over its
lifetime. This comes perfectly timed as the country appears to be submerging
back under the first wave of the pandemic, and the first attempt at school
openings in Georgia had 260 staff forced into quarantine within the first week.
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Power Systems Research recently updated its Generac data and works
continuously to update all of its data across its OE Link™, EnginLink™, and
PartsLink™ databases to ensure that subscribers have the most up-to-date data
on market trends and volumes. PSR

North America Report
Continued from page 3

The Green Future Has Big Oil's Backing
By Tyler Wiegert, Project Manager and Power Systems Analyst

BP’s action might be a pivotal moment where the green revolution stops being
something, we are all dragged into and starts being an opportunity for the most
responsive and agile innovators to rebrand themselves and capture new markets.

For many people, the moment when COVID-19 became real was when the NBA
announced the cancellation of the rest of its season. | was sitting at the counter of
the coffee shop in the lobby of my Las Vegas hotel at CON-EXPO. My colleagues
and | had been talking for a couple days about the odds of catching the virus at
the show, but we all had made the decision that we would be ok attending.

And then we saw that announcement. By the end of the day, we had all decided
to go home as soon as possible, and the show had announced it was ending

a day early. As a 26-year-old who just caught the tail end of the millennial
generation, there haven’t been a lot of things in my memory where | can look
back and say, in the moment, it felt like things were different now. | was too young
to remember 9/11, and | wasn't politically engaged enough to understand what
the first African-American president meant historically. But this morning as | was
catching up on the news and thinking about the subject of this article, | read that
BP had made an announcement about a major environmental initiative, and as |
read it, | had a feeling like at that coffee bar in Las Vegas.

Since joining the team of contributors at PowerTALK News, I've written regularly
about the inevitability of the green revolution, and that has usually involved talking
about things like the announcement this month from Bobcat and Green Machine
that they would be retrofitting existing excavators with battery power packs, or
Toyota’s progress toward fast-charging solid-state batteries that can retain 90% of
their performance for 30 years.

Those things are important moves toward the inevitable green future, and the Toyota
batteries may even be paradigm shifting. But the subjects of those articles have
always been actions taken by individual OEMs who see an emerging opportunity, or
technology changes that have the potential to change the world, but not yet.

BP’s announcement feels different. The oil giant has declared that it will stop all
oil and gas exploration in new countries. They have set the goal of cutting oil and
gas production by 40% over the next 10 years. They have committed $5 billion
per year to low-carbon energy production.

And in addition to creating an advisement service for cities to help them finance
and integrate renewable power backed up by batteries, BP has said they will
begin work adding electric vehicle charging stations to their retail network of gas
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stations, providing the crucial missing infrastructure that has been a major factor
in holding back electric vehicles. It represents a seismic shift in tone from one of
the actors you could expect would be the last to declare the need for alternative
energy sources.

Don’t get me wrong, | am not saying BP showed up on time or is leading the charge
on the climate crisis. BP Chief Executive Bernard Looney said in his statement on
Aug. 4 what many scientists have been warning for years. “This coming decade is
critical for the world in the fight against climate change, and to drive the necessary
change in global energy systems will require action from everyone.”

But even if BP is late to the show at best, or, if environmentalists are to be
believed, has been hindering government initiatives to fight climate change until it
had positioned itself to capitalize on that market, its broad commitments now feel
like real progress on this existential issue.

Source: Autoblog Read The Article
Source: Diesel Progress Read The Article
Source: Washington Post Read The Article

In order to think about how a shift like this from a major oil producer like BP affects
the engine-powered industries we cover, two things need to be considered. The first
is what the actual impact of BP’s commitments would be. The answer is probably
not that much. BP produces about 4.5% of the world’s daily oil production, and
they hold just over 1% of the proven reserves worldwide. But even if the reality of
the consequences of climate change are not driving BP’s decision-making, some
business interest is, and one would think that that interest is shared by other major
oil producers. After all, BP’s share price increased 7% after the announcement.

It is the second-order effects of these kinds of initiatives that really matter. For
one, having an oil company make meaningful commitments to fighting climate
change that seem contrary to their interests, like committing to cutting 40% of the
production of your core product, signals to other actors who are skeptical about
the reality of climate change that something might actually be going on here.

It also provides manufacturers a heads up that they need to be creating products
that run on alternative energy if they want to stay relevant in 10 years. Perhaps
most importantly, it signals to governments that even the most hesitant businesses
are now willing to engage in meaningful steps toward confronting the crisis, and
that opens up a world of possibilities where you aren'’t just regulating emissions
levels, but developing products and systems where you can ban emissions in
some sections of the marketplace altogether.

For someone—Ilike myself--who works at a company that forecasts the production
and sales of on-highway and off-road equipment around the world, the enormous
uncertainty that that creates is both terrifying and exciting.

Like the Washington Post article says, it is too soon to even evaluate whether BP
will follow through on every part of its announcement. They have made similar
declarations to improve their image in the past.
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But if they do, and their actions and investments are coupled with a redirected
lobbying strategy, this might be a pivotal moment where the green revolution
stopped being something we were all dragged into and started being an
opportunity for the most responsive and agile innovators to rebrand themselves
and capture new markets. PSR

North America Report

Continued from page 5

According to a B&S Briggs & Stratton Files Chapter 11, Sets Sale Agreement
announcement, “This By Michael Aistrup, Senior Analyst

process will allow
the company to
ensure the viability
of its business while

Briggs & Stratton (B&S) one of the largest producers of gasoline
engines for outdoor power equipment, and a manufacturer of
power generation, pressure washer, lawn and garden, turf care
and job site products, has filed Chapter 11 Bankruptcy.

prov/d/'ng sufficient The company has obtained $677.5 million in financing, with
. $265 million committed by KPS and the remaining $412.5 from
liquidity to full .
a Y )/' Michael the company's existing group of lenders.
support operations Aistrup

B&S also announced it has entered into a definitive stock and
asset purchase agreement with KPS Capital Partners. Under the terms of the
the transaction.” agreement, an affiliate of KPS formed for purposes of this transaction has agreed
to acquire substantially all the company's assets and assume certain customer,
employee and vendor liabilities.

through the closing of

Among other things, the sale agreement is subject to higher or better bids from
other potential purchasers.

According to a B&S announcement, “This process will allow the company to
ensure the viability of its business while providing sufficient liquidity to fully
support operations through the closing of the transaction. B&S believes this
process will benefit its employees, customers, channel partners, and suppliers,
and best positions the Company for long-term success. This filing does not
include any of B&S's international subsidiaries.”

Todd Teske, B&S Chairman, President, and Chief Executive Officer said the move
gives the company support to execute on its strategic plans. “Throughout this
process,” he said, “B&S products will continue to be produced, distributed, sold
and fully backed by our dedicated team."

On Aug. 11, 2020, B&S's largest unsecured creditors asked to delay the
company’s fast-track plan to sell its assets at auction. The creditors say a business
reorganization could result in a better financial outcome for the company’s trade
creditors, retiree health plan and pensioners.

According to the unsecured creditors report, “the company proposes an auction
process with an Aug. 28 bid deadline and a Sept. 11 hearing on the sale. That
would complete the Chapter 11 process within 7.5 weeks of B&S'’s bankruptcy
filing and allegedly give an unfair advantage to bidder KPS Capital Partners,” said
attorneys representing the holders of $195 million in senior unsecured notes.
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North America Report
Continued from page 6

’ou

The note holders suggest that selling B&Ss’ “several distinct businesses”
separately rather than as a whole “may realize optimal value.” Another possibility
would be a combination of selling some non-core assets and reorganizing the
company’s core business, the note holders said.

Also on the Aug. 11, Generac Power Systems, a leading manufacturer of home
generators and potential bidder for all or part of B&Ss’ assets, objected to the
B&S'’s bidding procedures motion; arguing that the procedures, and the B&S’s
handling of the sales process more generally, have effectively eliminated the
opportunity for any meaningfully competitive sales process.

Urging the Court to address what they summarize as procedures/process that

are not merely "bid chilling" but raise to the level of impossibility for any potential
bidder to evaluate or make a bid for any portion of the business assets. Generac
requests that the bidding procedures be redrafted to allow for partial bids and that
"unreasonably expedited deadlines" be extended. Failure to do so, Generac argues,
is simply playing into the hands of private equity stalking horse KPS Capital
Partners, LP and the stalking horse's efforts to "stifle" competitive bidding.

The bankruptcy reorganization could be the end of B&S especially if the Court allows
bidding for parts of the company’s assets. The ultimate benefactors to the bankruptcy
will be other producers of engines for outdoor power equipment industry.

Expect PSR to keep you up-to-date on current events, production forecasts and
long term trends in the engine and outdoor power equipment industry. PSR

DataPoint: NA Off-Highway Trucks
1,200

By Carol Turner, Senior Analyst, Global Operations

The 1,200 units is the estimate by Power Systems Research of the number of Off-
Highway Trucks to be produced in North America (Canada 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: Caterpillar leads in the production of Off-Highway Trucks in North
America with 53% of the total units manufactured. In second position is Deere
with 29.5%. Third, is Komatsu America with 15.5%.

Exports: Collectively, up to 20% worldwide.

Trends: Production of Off-Highway Trucks in North America decreased 1% in 2019
compared to 2018. Production is expected to drop another 15% in 2020. The
decline in manufacturing is caused by the weakening of mining related activities,
especially within the copper and gold segments along with overseas mining related
issues. At the same time, Covid-19 factors contributed to the decrease.
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Expect production to increase 5% by 2025 as the need for new equipment for
mining operations increases. It is speculated that there will be growth in the
excavation of iron ore, nickel and bauxite followed by gold and copper. PSR

Europe Report

By Emiliano Marzoli, Senior Business development Manager - Europe

Wacker Neuson Expands EV Offerings

German construction machine manufacturer Wacker Neuson
has introduced a new product to their electric range. The EZ17e
is an electric zero tail mini excavator with lithium ion batteries
and flexible charge management.

The machine can be charged both with household 110v plugs or
with a 415 volts quick charging point. In the latter case only four
hours are required to complete the charge.

Emiliano
Marzoli

According to the OEM, one battery charge can last a full
workday. In addition, it is possible to charge the machine on site while idling. The
machine allows monitoring of the power supply of the construction site to make
sure it is not overloaded.

With the introduction of the EZ17e Wacker Neuson now supplies more than 12
different EV machines to cover a urban construction site without producing engine
emissions. Read The Article

PSR Analysis: Global demand for electric and Hybrid construction machines was
showing significant growth before the impact of the COVID-19 pandemic. After this
huge bump in the road, production volumes for these applications are expected

to return to double digit growth rates and continue their positive trends for the
coming years.

Global Contruction Machine Production Growth
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With the problems
caused by COVID-19,
ANFAEA is lobbying
fo postpone the
introduction of
PROCONVE P8 —an
emissions regulation
that will make the
Brazil emissions level
similar to Euro VI.

Besides, internal combustion engine machines will have a much weaker recovery
and will remain flat in the medium term, mainly driven by larger applications
where EVs are still struggling to deliver the required operation range to complete
their daily tasks. In fact, smaller machines used in urban construction sites are
seeing a stronger push towards electrification, and that is where we expect the
transition to develop and eventually extend to larger applications once the battery
and charging technology will be capable of handling larger tasks. PSR

Brazil/South America Report

By Fabio Ferraresi, Director Business Development South America

ANFAVEA Negotiates To Postpone
PROCONVE P8 in Brazil

With the problems caused by COVID-19, ANFAEA is lobbying

to postpone the introduction of PROCONVE P8 — an emissions
regulation that will make the Brazil emissions level similar to Euro
VI. ANFAVEA argues that the postponement is needed because
of delays in testing and engineering development caused by
COVID-19. The level of investment necessary also has increased.

Fabio
Ferraresi

Source: Automotive Business Read The Article

PSR Analysis: The Brazilian government is not likely to approve the postponement
and the deadline date of 2022 probably will be kept. It is important to Brazil to be
current in terms of emissions as Brazil is a hub of production for South America,
and the ability to export will be jeopardized if the level of production technology

declines. PSR

Higher Octane Gasoline Offered in Brazil

The new specs as per ANP 087/20 resolution determines the minimum density
of 715 kg/m3 and minimum octanes of 92 RON. In January 2022, it will be

93 RON. The Ethanol mix was kept in 27% for regular gasoline and 25% for
premium gasolines.

Source: UOL Read The Article

PSR Analysis: With the use of Ethanol in the mix, Brazil gasoline specs get closer
to Europe and USA. The goal is to improve the consumption 6% and reduce
failures in engines. This may reduce barriers for imported engines and reduce the
cost of “tropicalization” of engines. PSR
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China Report

By Qin Fen, PSR Business Development Manager-China.

How Does Market Brace for Low Speed EV Impact?

By August 12, after 20 days of product launch, SGMW’s MINI EV hit a sales
record of 15,000 vehicles, making it the world’s fastest car model reaching the
threshold of 10,000 units.

Source: DI £V Read The Article

PSR Analysis: Consider BYD's electric bus, SGMW’s MINI EV,

as well as premium car brands like Tesla: These traditional and
emerging automotive OEMs are reformulating rules of the auto
game, with their own proprietary technology.

As a matter of fact, it's not just the automotive market that needs
to brace for the impact of electrification, the off-road market
also is trending toward electrification. The changing markets include passenger
car, light commercial vehicle, medium and heavy duty vehicle, forklift, and lawn
mower. Will this wave continue to expand to other off-road applications? How
much more will it change the rules of the game? PSR

Qin Fen
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Taiwan Report
By Erik Martin, Director — Asia Region
Taiwan Audi Teams with Noodoe To Create EV Charging Plan

To continue to promote the deployment of electric vehicles in Taiwan, Taiwan Audi
officially entered the pure electric vehicle market at the end of 2019 and launched

Questions, Comments? Contact Joe Delmont, Editor
jdelmont@powersys.com | +1 651.905.8422 | www.powersys.com © 2020 Power Systems Research | PowerTALK™ News | 10


https://www.powersys.com/library/powertalk-newsletter
http://www.powersys.com
mailto:jdelmont%40powersys.com?subject=
http://www.powersys.com
https://www.d1ev.com/news/shichang/123575
https://www.d1ev.com/news/shichang/123575
https://www.powersys.com/about/our-team/

Power Systems Research

Data - Forecasting - Solutions™

August 25, 2020

Taiwan Report
Continued from page 10

To meet the pure
electric future, Taiwan
Audi has joined hands
with strategic partner
Noodoe to accelerate
the deployment of
Taiwan's charging
network.

the "E-tron Future" reservation project. To meet the pure electric future, Taiwan
Audi has joined hands with strategic partner Noodoe to accelerate the deployment
of Taiwan's charging network. Evaluating home charging station installation and

a cloud-based charging operating system paired with Taiwan Audi’s charging
solution aims to realize a pure electric mobile life.

From north to south, Taiwan spans only about 500 kilometers. At the same time, the
main population centers are concentrated in the seven largest metropolitan areas.
These cities--while clearly defined--are connected by a comprehensive road network
that provides excellent advantages in the development of electric vehicles. Audi

has been actively promoting the deployment of electric vehicles in Taiwan since last
year. It is expected to introduce the first electric vehicle model — Audi e-tron — before
the end of 2020 with a battery life of 417 kilometers (WLTP). Through the 150kW
fast charge mode, it can be charged in 30 minutes to 80% power.

In order to reduce "range anxiety" among consumers, Audi Taiwan has carried out
comprehensive charging network planning from three perspectives; household
charging, fast charging and public charging.

Audi will strategically ally with Noodoe home charging systems to assist
consumers in the installation and evaluation of home charging systems and other
services. Audi will also provide car owners with convenient fast charging services
in at least five exhibition centers around the country before the end of 2020.

Upon its launch in the near future, the Audi e-tron will be able to be charged at
more than 300 public charging stations across Taiwan. Currently, department
stores, restaurants and other locations have gradually begun adding public
charging stations to provide consumers with support anywhere and anytime.

Audi hopes that consumer habits surrounding electric car ownership will become
like owning a mobile phone. You charge it immediately when you return home. Or, if
you need a charge while out, you can find a public fast charging station right away.

Source: U-car.com.tw Read The Article

PSR Analysis: Adoption of any new technology takes time. The new device or
service may be promoted to increase efficiency, improve functionality, reduce
cost, save time, improve society or protect the environment. In the end, the long-
term success of the technology is determined by end user satisfaction. Audi and
Noodoe’s approach to helping consumers view an EV the way they view their cell
phone is insightful and practical and gets to the heart of the challenges faced by
EV manufacturers everywhere.

Government subsidies can help make EV’s affordable to purchase, while product
appeal can entice others. But, to really conquer range anxiety and other fears, the
OEMSs and their partners must address consumer concerns about how and when
and where to charge their EV.

Noodoe’s technical online assessment of a potential buyer’s house to determine
suitability for a home charging unit is the first step in their evaluation and is a
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direct assault on fear and confusion. Demonstrating that the prospect’s home is
a good match for EV charging coupled with Audi’s product and service offerings
pave the way for more likely acceptance by the consumer. And, as the consumer

Taiwan RePort learns more about the charge monitoring services provided and the charge
Continued from page 11

network that exists outside the home their apprehension is further reduced.

There is still much to be done, but Audi and Noodoe have embarked on a path
that has a good chance to convince consumers that charging their EV can
become as much part of their daily lives as charging their cell phones. Now, about
that total cost of ownership... PSR
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Kubota will invest up
to US$93.9 Million
(10 billion yen) by
2026 to build a factory
for small construction
equipment in the US.

Far East: Japan Report

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

Kubota To Build Factory for Small CN Equipment in US

Kubota will invest up to US$93.9 Million (10 billion yen) by 2026 to build a factory
for small construction equipment in the US. The company will manufacture
crawler-driven models used for residential construction and other purposes locally
to increase the production by 25%.

With COVID-19, there is a movement of people moving from the
city center to the suburbs in the US. Kubota expects that the
demand for small construction equipment will increase in the
regions where it has sales channels and aims to become the
largest manufacturer in the US by increasing production. First,
they will invest 5.6 billion yen (56 Million USD) to build a new
factory in Kansas.

Akihiro

Komuro The company will start mass production of its "Compact Track
Loader (CTL)" in September 2022. By 2023, annual production will reach 3,000
units. Depending upon demand, the company could be producing 5,000 units
annually by 2026. Japan is producing about 20,000 of the same model. With the
addition of 5,000 units from the United States, the total production will increase by
about 25%.

In the US, Bobcat leads the small construction equipment market with a 30%
share. Kubota is second with 17% (2018) but has moved up from fourth place
in 2013 due to its durability and operability. At the new plant, Kubota will
manufacture small CTLs to compete with American companies such as Bobcat.

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

PSR Analysis: Kubota's decision to make an investment of this magnitude as many
equipment OEMs look for ways to adapt to an economic environment that is likely
to become more challenging in the future is a sign that they see demand for small
construction equipment in the U.S. continuing to be strong.

An increasing number of companies in the U.S. are telecommuting, and an
increasing number of wealthy individuals are moving from cities, where there is a
high risk of COVID-19 infections, to the suburbs where they purchase construction
equipment to manage large properties. Kubota is targeting the growing number of
these wealthy individuals.

At this point, there is no sign of COVID-19 ending, and if the shift to the suburbs
continues, it could be a boost for Kubota's sales network, which has stores in rural
areas. PSR
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Far East Report
Continued from page 13
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Far East: South Korea Report

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

Doosan Sells 10,000 Excavators in China in H1 2020

Doosan Infracore announced that it sold 10,728 hydraulic excavators in China

in H1 2020. This is the company's largest sales volume in nine years since it

sold more than 12,000 units in the market in H1 2011. The company sold 1,320
excavators in June, a 23% increase in sales over the previous year. China's
hydraulic excavator market suffered a slowdown in the first two months of the year
due to COVID-19 but is now consistently showing signs of a rapid recovery. Overall
sales in the Chinese hydraulic excavator market exceeded 155,000 units in H1
2020, significantly exceeding the 125,000 units sold nationwide in H1 2019.

Source: Kikai-News (The original article was partially revised by the author.)
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Far East Report

Continued from page 14

Chinese domestic
OEMs have been
rapidly gaining
strength in recent
years, and there is still
a risk that the Chinese
government will
tighten restrictions on
foreign OEMs in order
to foster and protect
domestic companies.

PSR Analysis: China is still the largest market for South Korean construction
equipment OEMs, and this situation is likely to continue for some time. North
America and Europe are still battling COVID-19 and the future is not clear. The
size of the domestic market itself is small, and there is still a long way to go in
Southeast Asia.

Chinese domestic OEMs have been rapidly gaining strength in recent years, and
there is still a risk that the Chinese government will tighten restrictions on foreign
OEMs in order to foster and protect domestic companies. While this is great news
for Doosan, foreign OEMs must continue to evaluate the risks of doing business in
China. PSR
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Southeast Asia Report

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

Used Construction Equipment Prices Fall, Demand Slows
with COVID-19

The prices of used construction equipment continue to fall, and bidding prices at
major auctions are 10% lower than in the same period last year. This is due to a
decrease in demand from Southeast Asia due to the COVID-19.
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Demand in Japan is steady due to the torrential rains in Kyushu and other factors,
but the price decline in overseas markets has lowered the overall market. Demand
in the Philippines and Thailand also declined. In Southeast Asia, demand for
cranes and other infrastructure-related equipment has been high for the past few
years, but there have been several construction delays and stoppages caused by
COVID-19. The average unit price at the crane truck auction was about 6 million
yen, a 20% drop from January to March before COVID-19.

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

PSR Analysis: Much of the demand for construction equipment in Southeast Asia
is met by used construction equipment, mainly from Japan. It is not uncommon
for the destination for Japanese construction equipment to be Southeast Asia.

Buyers who in the past would come directly from Southeast Asia to Japan to buy
used construction equipment can now bid on them without having to travel to
Japan, thanks to the popularization of online auctions, with photos and reliable
product descriptions. Public investment and infrastructure development in the
Philippines and Indonesia and Thailand, respectively, have supported demand, but
COVID-19 has dampened those demands. The question is when those demands
will return, but with trade itself shrinking, it will be hard to find the ingredients for a
recovery, at least within 2020. PSR
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India Report

By Aditya Kondejkar, Research Analyst — South Asia Operations.

Indian Government to Allow Registration of
EVs Without Batteries

In a bid to promote electric mobility in India, the Indian
government now permits sales of EVs without a battery. This step
has been taken to reduce the upfront cost of EVs, since the most

expensive component in an electric vehicle is the battery pack
(which accounts for 40% cost of the total cost).
Read The Article

Aditya
Kondejkar

PSR Analysis: We anticipate that electric 2 and 3-wheelers will be the first
segments to benefit from this move. This move by the central government will
support the FAME-II program and the Delhi government’s latest EV policy, aiming
for 5 lakh registrations of EVs in 5 years.

.|
CO M PO N E NTS As the upfront cost of the electrical 2 and 3 wheelers will be lower than their

Looking for component data? ICE counterparts when registered without battery, it will be more attractive to

We can help. consumers. However, implementation will be critical for the success of this move. As
lack of infrastructure was one of the key reasons for customers not opting for EVs.
Many components are already included
in our databases. If the ones you require
are not, we may be able to identify them
for you.

This move also will significantly change the current business model. Along with
the traditional revenue stream of selling of batteries, now OEMs and energy

providers will introduce the battery subscription/ rental/ leasing model.
The Components & Consumables

Modlfle Directory provides a qUiCIk ' Besides, OEMs will partner with private players to strengthen the EV infrastructure.
overview of components data available in | g il yplift the entire EV ecosystem and add new stakeholders like battery

our EnginLink™, OE Link™, CV Link™ . . . )
and PartsLink™ proprietary databases. swapping, rental and leasing stations, compact units for battery storage and
charging, etc.

The modules are not stand-alone
products; they can be purchased only However, it should be noted that batteries are closely integrated with other

as part of a subscription/extract to one of . . . .
the databases, EnginLink™, OE Link™. systems of the vehicle. So, frequent swapping of batteries might lead to safety

CV Link™ or PartsLink™ concerns. Hence a lot of analysis needs to be done by all the stakeholders of the

ecosystem before its commercialization. PSR
Call today. +1 651.905.8400, or email

us at info@powersys.com.
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Russia Report

By Maxim Sakov, Market Consultant, Russia

Production of Mercedes-Benz Actros
Planned at KAMAZ Plant

Russian production of the clean on-road Mercedes-Benz Actros
will start in November at the KAMAZ Naberezhnye Chelny plant.
The new truck is being modified by Mercedes to meet Euro-6
standards. At the same time, German engineers are reworking

Maxim -
Sakov the process of exhaust gases neutralization.

Russian production of Actros will allow Russian fleet-owners to purchase top-
quality trucks without extra customs fees. The price and initial availability have not
been disclosed. Read The Article

PSR Analysis: KAMAZ and Daimler have a joint venture in Naberezhnye Chelny.
The plant assembles several models of dump trucks and on-road tractors.
However, Euro-6 truck production is something new. At the moment, Russia

has adopted Euro-5 standards, and there are no plans to upgrade it to Euro-6.
Therefore, the new truck may be produced for export, or targeted to fleet-owners,
engaged in international trade. PSR

BMW SUV Production Plant Scheduled for Kaliningrad

The launch of new plant with full production capabilities for BMW SUVs is
planned for July 2021. According to Kaliningrad officials, the new plant is one
of the most important investment projects in the regional processing industry.
Autotor holding makes up a significant part of the regional production.

Officials said the enterprise is one of the largest employers and taxpayers in
Kaliningrad region. Construction of the plant building is underway, and machinery
installation will be started in January 2021. The first car is expected to be
produced in July 2021.

It's expected that new plant will add more than 2,000 workers, and production
capacity will be more than 50,000 BMW cars per year. Models X4, X5, X6 and
X7 will be made there. Up to 15,000 bodies made in the plant will be exported
around the world. Read The Article

PSR Analysis: It looks like that international passenger car makers see good
potential for the Russian market. German automakers BMW and Mercedes have
expanded their production capacities in the country, and Asian OEMs are doing
the same—Hyundai plans to purchase the former GM plant in St Petersburg,

and Haval added one shift in their production plant last month. However, US
companies GM and Ford are leaving Russia. But there could be political reasons
for these moves.
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Russia Report
Continued from page 18

Belorussian
Amkodor produces

a competitive range
of forest machinery.
However, Russian
protectionist
measures forced
them to establish a
production/assembly
plant in Russia.

Expansion of “Amkodor-Onego” Plant Started

Currently construction at the plan includes rebuilding of warehouses and
administrative buildings in preparation for installation of new crane equipment.

“Amkodor-Onego” LLC was established by Belarus holding “Amkodor” in 2019
following the bankruptcy if the “Onego Tractor Plant”. The plant needed an
investor, and “Amkodor” stepped up. “Amkodor” is going to create a site for
assembly, and then — for import substituting full cycle production of forestry
machines — harvesters, forwarders, etc.

An investment contract was signed in June 2019. Under the contract, full
modernization of the warehouses and major overhaul of the buildings are planned.
Total cost of the project is estimated by US$ 220 million. The government of
Karelia (Russian region) assumed the priority of the project and established
several requirements.

In 2019, the investment volumes reached US$ 2 million. Implementation of the
project continues in 2020, and it has supplied 20 bridge cranes up to 22 tons. It’s
planned to make 60 machines this year.

The annual production capacity of the plant will be about 1000 machines, and the
plant will employ about 500 persons. Read The Article

PSR Analysis: Belorussian Amkodor produces a competitive range of forest
machinery. However, Russian protectionist measures forced them to establish a
production/assembly plant in Russia. They already have one in Bryansk; however, it
specializes in wheel loaders and has no potential for significant expansion. So, their
project in Karelia has a good chance for success. However, recent turmoil in Belarus
(with the strikes on machinery plants) may cause problems for this project. 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
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