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Acronyms and abbreviations

ADAS - Advanced Driver Assistance Systems
BEV - Battery Electric Vehicle

BMS - Battery Management System

EV - Electric Vehicle

GDP - Gross Domestic Product

GVA - Gross Value Added

ICE - Internal Combustion Engine

ICT - Information and Communication Technology
0T - Internet of Things

MENA - Middle East and North Africa

OEM - Original Equipment Manufacturer

PEM - Pan-Euro-Mediterranean Convention

R&D - Research and Development

R&D&I - Research, Development, and Innovation
SBRS - Serbia Business Registers Agency

SDV - Software-Defined Vehicle

SORS - Serbian Office of Statistics

ZEV - Zero Emission Vehicle -
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Global automotive industry is undergoing a deep transformation: new producers emerge,
demand at formerly key markets is weakening, while new and disruptive technologies

profoundly change cars’ mechanics.

New competitors emerged - China now manufactures
approximately one third of global output, vs 4% in 2000.
Meanwhile, traditional hotbeds of production like Germany or
USA are rapidly losing share in global output.

Demand at traditionally important EU markets is waning -
car sales in key markets sharply decreased since the
pandemics, and so 2024 saw some 10.7 m new cars
registered across the EU - or as much as 20% less than in pre-
COVID period. Changes in consumers’ behavior, relatively
weaker households’ consumption, but also adverse
demographics, might have contributed.

Rise of EVs - On the back of subsidies and climate policies in
some countries, sales of EVs has surged in recent years, their
share in global car sales increasing form less than 0.5% in
2014 to 22% in 2024. At the same time, sales of cars with
“traditional” internal combustion engines plummeted,
resulting in in a downturn in the associated supplier network.

China ascended to global dominance in car production: output in m. vehicles

m Traditional producers* mChina = Other S

ENE W

2000 2024

Source: OICA, EY' calculations
* EU, Japan, S. Korea and USA

European sales are gradually decreasing: registrations of new cars (in m) at

key markets
10.0 B Germany MFrance mMltaly Spain
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Source: Eurostat, EY' calculations
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Rise of EVs and Hybrids: share in global sales of new vehicles (in % of total)
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Source: IEA, EY' calculations
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Serbian automotive sector has been booming since the late 2000s, but parts of the sector
lost competitiveness recently. However, room for further growth is ample - especially in
area of some more advanced production processes.

Serbian automotive sector produces an increasingly diverse set of items,
while generating EUR 9 b in revenues (2024)

Massive foreign investments since the late 2000s - facilitated
by Gvt' ambitious incentives - led to surge of output of car
components, with Serbia’s producers being primarily tied to the
Germany-centric ICE supply chain.

However, global transformation of the automotive is deeply
impacting Serbian manufacturing:

Chinese companies are increasingly present. They are now -6% Y/Y) Car interior, exterior and chassis
among the top investors, and Chinese firms now generate 15%
of revenues in Serbian automotive sector, up from only 3% in
2020, with an outlook of further increase in coming period.

Engine
compartment
(+43% Y/Y)

Wiring harnesses were top export item until recently, but it is
now losing competitiveness, as labor and other costs sharply

increased - many of such companies are now looking to : erserd
relocate to lower cost areas, such as MENA region. (+33% Y/Y) GUET VR

T!re output is surging, after m,a,Jor investments from, Chinese Chinese companies in Serbia are increasingly active: structure of revenues
Linglong, and some other significant global players like Toyo,  per country of ownership (in EUR b)
or Goodyear.

Equip
t
Assembly of men

10.0
m China m Germany France Rest of sector

Output of more advanced components and fully assembled 9.0

vehicles is also increasing. Grande Panda and Citroén C3 are 80

coming out of Stellantis’ plant since early 2025, while Serbian 7.0 15% of total 3.6
manufacturers are also increasingly producing parts for 6.0

electronic batteries, radars, sensors, software, ADAS 50

elements, eftc. 4.0
3.0

2.0
1.0
0.0

1.3

2020 2024
Source: SBRS, EY' calculations
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Categorizing companies into main segments in Serbia.

Icon Segment

Number of Total revenue Total
Description identified (2024, EUR employment
companies m) (2024)

Wiring

ng Car interior, exterior
\" and chassis

Engine
compartment

Electronics and
@@ software

( O: O’ﬁ Vehicle assembly

Q Equipment and
ta tooling

Wiring harnesses - bundled wires, connectors and terminals that transmit power and data throughout a vehicle -

remain a labor-intensive component due to the precision required in production. Typically manufactured from copper

and aluminum, their production is corghcentrated in low-cost, labor-abundant countries such as Mexico and Vietnam. In 19 1,769 39,147
2024, Serbia ranked as the world's 8 -largest exporter of wiring harnesses, underscoring its continued relevance in

Tire production involves processing natural and synthetic rubber, carbon black, silica, steel cords and textile

reinforcements to ensure vehicle safety and performance. The process is more technically complex than wiring

harness assembly, and still labor-intensive. It also carries a significant environmental footprint, generating 6 1,748 8,768
substantial COz and other particulate emissions.

This segment includes the manufacturing of seating, frames and other plastic, steel, aluminum and glass

components, part of a vehicle's interior or exterior. Powertrain elements, such as the engine and cooling or exhaust

systems are excluded. The manufacturing of these components involves metal stamping, welding, foam molding and 41 1,741 22,061
upholstery. These production processes range in complexity (from moderately to highly complex), often requiring

some level of precision engineering.

The production of engine compartments or powertrain components encompasses engines (internal combustion or
electric motors), exhaust systems, cooling systems, EV batteries, and more elements which together provide moving
energy to a vehicle. Manufacturing involves precision casting, machining, and assembly of metal alloys (aluminum,
steel) for engines, catalytic converters for exhausts, lithium-ion cells for EV batteries. These processes are highly
complex, requiring advanced automation for machining and battery assembly, yet labor-intensive for intricate tasks

Car electronics and software production encompasses components like electronic control units (ECUs), sensors,
infotainment systems, and advanced driver-assistance systems (ADAS), drives vehicle connectivity, safety, and
electrification. Manufacturing involves semiconductor integration, PCB assembly, and software. These processes are
highly complex, requiring advanced automation for chip placement and testing, yet labor-intensive for software
validation and system integration.

The pinnacle of the automotive value chain, integrates components like engines, chassis, electronics, and interiors

into complete vehicles. Key processes include body shop operations (robotic welding and stamping of steel/aluminum
panels), painting (automated spray systems with anti-corrosion coatings), and final assembly (installing powertrains,
interiors, and electronics via automated lines and manual fitting). Highly complex, it demands precise automation for 8
welding and painting, yet remains labor-intensive for tasks like wiring installation, seat fitting, and defect inspection,
requiring skilled technicians.

In context of this analysis, apart from car assembly, it also includes assembly of other vehicles, such as trams, bikes

and trailers

394 3,255

Involves machinery and tools like CNC machines, robotic welders, stamping dies, and molds used to produce vehicle

parts and support assembly lines. Processes include machining high-precision tools, setting up fixtures for assembly,

etc. Moderately complex, these tasks rely on automated systems for cutting and welding but require skilled labor for 18 187 2,958
tool design, setup, and maintenance, making them labor-intensive for small-batch or custom work
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Weakening of foreign demand started to bite into performances of a part of the industry
in 2024.

Revenues (EUR m, 2024) Revenue growth (% Y/Y) EBITDA margin (%)
mExports = Domestic
36.1 0
11.1 11.6 6.3%
e 4.7%__%5%
292 11.7% oo
16.2 6%
14.7 N6% 6.4%
3.7 /
0,
10.6% o o 8%
33.0 598 e
19.9
67.5

Car interior, exterior and chassis 48.8 3.8% 2 %
36.0 '11%]/24_‘!

Engine compartment 9
9 p , 6.1% 6.5% 5 5y
Electronics and software 570 7.9% ) 3.4% 6.3%
@ ﬁ ] - e _34'8/ \ﬂjﬁ
Enar B
Assembly of vehicles = 9 12.7%
SO 10.7% AL
s \ 24.0 8
Q & = lgi’_ull o =
. . 2020 2021 2022 2023 2024 2021 2022 2023 2024 2021 2022 2023 2024
Tooling and equipment
Source: SBRS, EY
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Foreign trade structure is evolving towards higher value-added products: exports of FCA’
cars, Linglong's tires, Minth's battery components, among other, are launched and
expanding, while wiring brings in less and less revenue.

Serbian export* in 2024 (in EUR m) with growth rates in 2024 and the first five months of 2025 (in %, Y/Y)

- EU/EFTA —
- non-EU/EFTA Wiring
Wiring . EUR 1,812m
& -6 Y/Y
-1% 5m25 Y/Y Germany
] —- EUR 2,874m
= T +13% Y/Y
~, Tires ,
Tires ~‘© EUR 1.018m +10% 5m25 Y/Y
=N +33% Y/Y

~ +43% 5m25 Y/

N

Czechia
Car interior, Car interior; exterior-andjchassisiy \" ‘\‘ Egg%aéﬁfm
exterior and (NG~ EUR 1,795m
hassi 7 +23% 5m25 Y/Y
chassis +32% Y/Y. Hungary
| |+26%5m25 Y/Y / 4 *_.. - J EUR 691m
Serbia - N Lo’ o~ +13% Y/Y
EUR 8,043m o S ' N v e, = +6% 5 5m25 Y/Y
+15% \,(/Y Endi Engine compartment . T -
: noe ment EUR 1,260m ..\ > < B ao7m
+18% 5m25 Y/Y compartmen +11% Y)Y 77 . / +29% YIY )
— +18% 5m2 > e +72% 5m25 Y/Y
5—¥[¥\ o /\ 4 // -
. Electronics and software X / Other EU/EFTA
Electronics (f\'} EUR 1,754m EUR 2,404m
and software @ +16% Y/Y. +13% Y/Y
-2% 5m25 Y/Y // \\ +15% 5m25 Y/Y
Assembly of cars'and other vehicles
Assembly of vehicles CgE@I:I'_UR 306m e - - ‘Evuiallksa:;
+41% Y/Y 1% Y/Y
— +160% 5m25 Y/Y Other
Q Equipment and-tooling EUR 671m -10% 5m25 Y/Y
Tooling and equipment C——EUR99m +24% /Y-
-2% Y/Y

Source: Customs Administration of the Republic of Serbia

* The data relates to exports made by companies included in this analysis, expressed in EUR m, and growth rate % Y/Y for 2024 and first five months 2025. Data
is produced by the Customs administration and may somewhat differ from the Income statement data
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EY-Parthenon: who we are, what we do and why

WHAT WE HAVE
Infrastructure

A unique global
strategy and
transaction
consultancy with a
25,000+
professionals.

Benefiting from EY's
full spectrum of
services delivered
by 400,000 people
globally.

WHAT WE DO

Products and
services

Transformative
strategy and
transactions.

A unique
combination of
strategy,
transactions and
corporate finance
to work in a world of
increasing
complexity.

HOW WE DO IT

Skills and
approach

Solutions that work
in practice not just
on paper.

Taking an investor
mindset, we
combine deep
functional and
sector expertise,
with innovative Al-
powered
technology. We
design only what we
can deliver.

WHO WE ARE

People and
values

Highly collaborative
advisors invested in
your success. We
partner with CEOs,
boards, private
equity and
governments every
step of the way.

WHY WE DO IT
Outcomes

To create new types
O REIRREINE
for our clients and
broader
stakeholders -
helping them to
shape the future
with confidence.
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EY-Parthenon: our services

Transaction
diligence

Due diligence on the
buyer's part

Due diligence on the
seller's part

Improving the client's
bargaining position and
reducing possibility of
interference

Speeding up the
completion of the
transaction and helping
that process goes
smoothly

Collaboration with client
management to ensure the
value of transactions in the
crucial period after
business venture

Capital & Debt
Advisory

Strategic consulting in the
field of real estate

Help with financing
projects in the real estate
sector

Mergers and acquisitions in
the field of real estate

Development of real estate
portfolio strategy,
optimization and
restructuring

Advising in relation to non-
performing loans where
the asset guarantee is real
estate

Mergers and
Acquisitions
(M&A)

Detailed advising for
mergers and acquisitions
for clients who want to sell
parts of their business,
find a strategic partner or
raise funds

Restructuring of
companies who are faced
financial difficulties

Structuring the business
enterprise, planning
acquisitions or purchase

Expertise: you can rely on
experienced and
responsible teams
throughout the whole
transaction process, from
the idea to the realization
and conclusion

Valuation,
Modelling and
Economics

Valuation (intangible
assets, related parties,
securities)

Business modelling

Planning and
implementation of
acquisitions and the
purchase of legal entities

Assessment of sales or
purchase price for new
investors or those who
come out from
investments

Restructuring support
team helps clients find
financial, strategic and
operational solutions for
increasing liquidity, credit
worthiness and return on
investment of
shareholders

Economic advisory team
provides tailor-made
analyses and insights using
advanced research and
data science tools.

Strategy &
Execution

Development of
comprehensive growth
strateqgy, incl. corporate,
business unit, portfolio and
go-to-market strategy

Execution support with
focus on value creation
(e.q., profitability, net
working capital, capital
project excellence)
Design of target operating
models, covering
organizational structure,
core processes, and talent
Pre- and post-transaction
advisory including target
screening, commercial &
operational DD, post-
merger integration
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EY | Building a better working world

EY is building a better working world by creating
new value for clients, people, society and the
planet, while building trust in capital markets.

Enabled by data, Al and advanced technology,
EY teams help clients shape the future with
confidence and develop answers for the most
pressing issues of today and tomorrow.

EY teams work across a full spectrum of
services in assurance, consulting, tax, strategy
and transactions. Fueled by sector insights,

a globally connected, multidisciplinary network
and diverse ecosystem partners, EY teams can
provide services in more than 150 countries
and territories.

All in to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients.
Information about how EY collects and uses personal data and a
description of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information
about our organization, please visit ey.com.

About EY-Parthenon

Our unique combination of transformative strategy, transactions and
corporate finance delivers real-world value - solutions that work in
practice, not just on paper.

Benefiting from EY's full spectrum of services, we've reimagined
strategic consulting to work in a world of increasing complexity. With
deep functional and sector expertise, paired with innovative Al-
powered technology and an investor mindset, we partner with CEOs,
boards, private equity and governments every step of the way -
enabling you to shape your future with confidence.

EY-Parthenon is a brand under which a number of EY member firms
across the globe provide strategy consulting services. For more
information, please visit www.ey.com/parthenon.

© 2025 Ernst & Young Consulting LLC
All Rights Reserved.
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