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US-EU auto proposal puts focus on manufacturing footprint

In order to offset the impact of 25% auto tariffs by the US on imported cars,
the EU has proposed an export-credit mechanism, which will allow
automakers with US manufacturing to offset tariffs on EU-made imports. This
will create a divide, where BMW and Mercedes will benefit with strong US
exports, while VW, Volvo and JLR will continue to face relatively higher duties.
JLR has factored in some tariff relief from its EU plant exports in its FY2026E
guidance, which may see a downside risk if the current proposal is accepted.

US auto tariffs: EU seeks relief through export-credit mechanism

In early 2025, the US had raised import tariffs on light passenger vehicles
(including the EU) by 25%, citing national security and reshoring goals.
According to ACEA, ~758k cars (EUR38.9 bn) were exported from the EU to the
US in CY2024, which is 4X the cars exported from the US to the EU. In order to
resolve this, the export-credit mechanism has been proposed by the EU that
would allow European automakers that produce and export from the US to
offset an equivalent number of European imports at reduced or zero tariffs. This
rewards localization, aligns with the Make in America policy and offers the EU
a path to maintain trade flows without caving fully on tariffs.

Origin defines advantage; OEMs exporting from US enjoy reduced tariff rates

The new tariff deal (if accepted) draws a sharp line between automakers with
deep US roots and those reliant on European exports. BMW leads with its
Spartanburg, South Carolina plant, from which it exported 225k vehicles versus
imports of 175k vehicles in CY2024, making them the net exporter from the US.
Mercedes-Benz operates in Tuscaloosa, Alabama, with a 260k annual capacity,
exporting nearly 170k vehicles as against imports of 235k vehicles in CY2024.
In contrast, Volkswagen's Chattanooga plant (capacity ~150k units) mainly
serves US demand with minimal exports, disqualifying it from offset credits.
Volvo's Ridgeville, South Carolina facility, with 150k units of annual capacity,
has only begun producing small volumes currently. Jaguar Land Rover does not
have any plants in the US, relying entirely on imports (from Slovakia, leaving its
US sales fully exposed to the 25% tariff). For JLR, exports from the UK plant are
being levied a tariff of 10% currently.

Tariff math—BMW and Mercedes gains, no benefit for JLR

If this deal happens among European OEMs, major winners include BMW and
Mercedes, all of whom gain from tariff shelters. However, VW Group, VW and
JLR (Slovakia exposure) will face relatively higher tariffs, placing them at a
disadvantage. Talking about JLR, the company in its annual guidance of 5-7%
of EBIT margin had baked in lower tariffs on its exports from Slovakia to the US
after the EU-US trade deal. However, if the current proposed deal passes
through, the company may face 25% tariffs on its exports from the EU plant
(1/3 of US volumes are from the Slovakia plant) for a longer period of time,
which puts a downward risk to the company’s FY2026E guidance.
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US tariff on EU imported cars has increased to 25% from April 2025

I Exhibit 1: Tariffs on US and EU automotive markets (%)

Tariff measure

US import duty on light vehicles
US import duty on auto parts
EU import duty on light vehicles
EU import duty on auto parts

Before 2025 Current

2.5% (MFN rate) 25% from April 2025 (Section 232)
0-2.5% 25% from May 2025 (Section 232)
10% (standard MFN rate) 10% (unchanged currently)
3-4.5% (varies) 3-4.5% (unchanged currently)

Source: Kotak Institutional Equities estimates

BMW and Mercedes-Benz will be winners; whereas JLR, VW and Volvo will be in a disadvantageous position

I Exhibit 2: Winners and losers of proposed EU and US tariff deal

OEMs Outcome
BMW Winner
Mercedes Benz Winner
VW Loser
Volvo Loser
JLR Loser
Stellantis Neutral
Ford Winner
Tesla Winner

Rationale

Large US production gives BMW credits to offset imports. Exported 225k
units versus imports of 175k units in 2024. Thus, BMW can avoid most tariffs
on its EU-built models and even benefit from rivals’ higher costs.

Exported 170k units versus imports of 235k units, which can be largely
covered by export credits. Tariff mechanism favors Mercedes, reducing its
effective duty burden.

Minimal USA exports (Chattanooga output sold domestically), so no tariff
relief. Audi and Porsche import all cars. Overall, faces full tariff cost
unless/until it localizes production (which it is now considering).

Highly exposed. Most cars sold in U.S. are imported from Europe. Small US
factory (SC) makes limited models (EX90 EV). Tariffs hit ~16% of Volvo's
global sales, hurting its profits and forcing plans to expand US production.

No, US plants. Slovakia volumes (1/3rd of USA volumes) will get impacted and
the company has no offset mechanism.

US brands (Jeep, Ram) built locally, which is largely shielded. EU brands
(Peugeot, Alfa) have tiny US share, so little direct impact. More impact about
Mexico/Canada tariffs (40% NA production) than US—EU issues.

Domestic advantage as imported cars will become expensive.

Source: Company, Kotak Institutional Equities estimates
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Rishi Vora, Apurva Desai.”

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

Percentage of companies covered by Kotak Institutional

70% ~ o - o
Equities, within the specified category.
60% -
Percentage of companies within each category for which
50% Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.
40%
* The above categories are defined as follows: Buy = We
30.1% expect this stock to deliver more than 15% returns over
30% 26.9% the next 12 months; Add = We expect this stock to deliver
22.4% 20.6% 5-15% returns over the next 12 months; Reduce = We
20% - expect this stock to deliver -5-+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% 5.6% 49% 28% 45% are algo on a.12—month horizop basis: These ratings are
used illustratively to comply with applicable regulations. As
0% of 31/03/2025 Kotak Institutional Equities Investment
BUY ADD REDUCE SELL Research had investment ratings on 286 equity securities.

Source: Kotak Institutional Equities

As of March 31, 2025

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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Corporate Office Overseas Affiliates

Kotak Securities Ltd. Kotak Mahindra (UK) Ltd Kotak Mahindra Inc

27 BKC, Plot No. C-27, “G Block” Bandra Kurla 8th Floor, Portsoken House PENN 1,1 Pennsylvania Plaza,
Complex, Bandra (E) Mumbai 400 051, India 155-157 Minories, London EC3N 1LS Suite 1720, New York, NY 10119, USA
Tel: +91-22-43360000 Tel: +44-20-7977-6900 Tel: +1-212-600-8858

Copyright 2025 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved.

The Kotak Institutional Equities research report is solely a product of Kotak Securities Limited and may be used for general information only. The legal entity preparing this research report is not registered as a broker-dealer in the United
States and, therefore, is not subject to US rules regarding the preparation of research reports and/or the independence of research analysts.

. Note that the research analysts contributing to this report are residents outside the United States and are not associates, employees, registered or qualified as research analysts with FINRA or a US-regulated broker dealer; and

. Such research analysts may not be associated persons of Kotak Mahindra Inc. and therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Kotak Mahindra Inc. does not accept or receive any compensation of any kind directly from US institutional investors for the dissemination of the Kotak Securities Limited research reports. However, Kotak Securities Limited has entered
into an agreement with Kotak Mahindra Inc. which'includes payment for sourcing new major US institutional investors and service existing clients based out of the US.

In the United States, this research report is available solely for distribution to major US institutional investors, as defined in Rule 15a - 6 under the Securities Exchange Act of 1934. This research report is distributed in the United States by
Kotak Mahindra Inc., a US-registered broker and dealer and a member of FINRA. Kotak Mahindra Inc., a US-registered broker-dealer, accepts responsibility for this research report and its dissemination in the United States.

. This Kotak Securities Limited research report is not intended for any other persons in the United States. All major US institutional investors or persons outside the United States, having received this Kotak Securities Limited research report
shall neither distribute the original nor a copy to any other person in the United States. Any US recipient of the research who wishes to effect a transaction in any security covered by the report should do so with or through Kotak Mahindra
Inc. Please contact a US-registered representative; Gijo Joseph, Kotak Mahindra Inc., PENN 1,1 Pennsylvania Plaza, Suite 1720, New York, NY 10119, Direct +1 212 600 8858, gijo.joseph@kotak.com.

This document does not constitute an offer of, or an invitation by or on behalf of Kotak Securities Limited or its affiliates or any other company to any person, to buy or sell any security. The information contained herein has been obtained
from published information and other sources, which Kotak Securities Limited or its affiliates consider to be reliable. None of Kotak Securities Limited accepts any liability or responsibility whatsoever for the accuracy or completeness of
any such information. All estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than more
established markets. In particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The ability to assess such risks may also be limited due to significantly
lower information quantity and quality. By accepting this document, you agree to be bound by all the foregoing provisions.

This report is distributed in Singapore by Kotak Mahindra (UK) Limited (Singapore Branch) to institutional investors, accredited investors or expert investors only as defined under the Securities and Futures Act. Recipients of this analysis
/report are to contact Kotak Mahindra (UK) Limited (Singapore Branch) (16 Raffles Quay, #35-02/03, Hong Leong Building, Singapore 048581) in respect of any matters arising from, or in connection with, this analysis/report. Kotak Mahindra
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investment decisions that are inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additionally, other important information regarding our relationships with the company
or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. We are not soliciting any action based on this material. It is for
the general information of clients of Kotak Securities Limited. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any
advice or recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the
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Securities Limited does not provide tax advise to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment. Certain transactions - including those involving futures, options, and other
derivatives as well as non-investment-grade securities - give rise to substantial risk and are not suitable for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete,
and it should not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavor to update on a reasonable basis the information discussed in this material, but regulatory,
compliance, or other reasons may prevent us from doing so. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have "long" or "short"
positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Kotak Securities Limited and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used
this research to the extent that it relates to non-US issuers, prior to or immediately following its publication. Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value
or price of orincome derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies, affectively assume currency risk. In addition, options involve risks and are not suitable
for all investors. Please ensure that you have read and understood the current derivatives risk disclosure document before entering into any derivative transactions.

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange of India Limited (MSE), National Commodity and Derivatives Exchange
(NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and portfolio management.

Kotak Securities Limited is also a Depository Participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak Securities Limited is also registered with Insurance Regulatory and
Development Authority and having composite license acts as Corporate Agent of Kotak Mahindra Life Insurance Company Limited and Zurich Kotak General Insurance Company (India) Limited (Formerly known as Kotak Mahindra General
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