Top Five Korean Companies
(Market Value, Nov. 17, 2011)

Market Ratio out of
Company Value total listed
($ billion) | companies
(%0)
1. Samsung 140.4 14.9
Electronics Co.

2. Hyundai Motor Co. 48.1 5.1

3. POSCO 30.2 3.2

4. Hyundal Mobis 26.8 2.8

5. Kia Motor Co. 26.1 2.8




Hyundai Motor Co. &
Kia Motors Co.

Korea University
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Significance of Automobile Industry in Korea

« $100 billion production (10.1% of Mfg.)

« 250,000 employment (10.2% of Mfg.)

» $33 billion value added (9.4% of Mfg.)

« $54.7 billion export (11.7% of total export)
« $28 billion tax (15.3% of total taxes)
 Spillover effect to other industries

« A mix of high-tech industries



Major Topics
A History of HMC/KMC
Strengths and achievements of HMC/KMC

Success factors of HMI/KMC (external &
Internal)

Future Challenges



|. A History of HMC & KMC
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http://auto.naver.com/car/image.nhn?yearsId=13697
http://auto.naver.com/car/image.nhn?yearsId=14003
http://imagesearch.naver.com/search.naver?sm=ext&viewloc=1&where=idetail&rev=11&query=%C1%A4%C1%D6%BF%B5&from=image&sort=0&res_fr=0&res_to=0&merge=0&start=9&a_q=&n_q=&o_q=&img_id=news50790000224473_1&face=0&color=0&ccl=0
http://imagesearch.naver.com/search.naver?sm=ext&viewloc=1&where=idetail&rev=11&query=%B0%E6%BC%BA%C1%A4%B0%F8&from=image&sort=0&res_fr=0&res_to=0&merge=0&start=1&a_q=&n_q=&o_q=&img_id=blog30592370%7C42%7C40093576053_1&face=0&color=0&ccl=0

I1. Strengths and achievements of HMC/KMC
1. Globally Balanced Growth

2. Continued Improvement of Financial Performance
3. HMC and Affiliated Companies (HM Group)

4. Continued Quality Improvement

5. Product Line Extension for Most Categories

6. Brand Power Improvement



1. Globally Balanced Growth

= Advanced countries and BRICs

Sales & MS by Region

......
"""""
* L
.
.

-----
“““““
.

(unit : 10,000) 2

. s 00 10 ;o \ 3
Rt H O O S 02% 100% 5 - :) US E 40.5

62.1 "‘TD\,B”SSia . (15 (2 0.4 (0] i

Y ‘e os® % 3 /-

37.4 R S @ : . \\\ ~— %

.: A 1\ \’\ China * 3% o.3% SN0 Ly R 00 Mo

: : N 3% .3% o ‘ 59 . .
: i\ i@ N e @ SRG L 2 T
e S \m SR @ 0.

Y 21% 45% \ S e ,
- . . e ) {
1)) / < s e QF \
T TTTTTE L e ¢ . A "‘1/ 1 [ \
\“ :0 ’ \—\/\/, \.-\ oA pensena,, /
| a

O Vi =M o Fan 1077 @ ra

\ Ve ':‘ '00 10 ,~: \ ‘ : — .
\‘ ‘,‘ 158% 191% ’: \\ /“ : IOO 1 1 O :
w2 Q. T ) LO15%  47%

v
&

Source: Global Insight



A Comparison of Sales Ratio with Competitors

Sales Ratio by Region(2010)
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2. Continued Improvement of Financial Performance

= Increase in sales (200%) and in operating profit (250%) during 2000-2010
= Increase in market value by 20 times (and 10 times for KMC)
- Stock price: HMC W11,900¢01.1) = W252,500¢11. 5),
KMC W7,280-> W75,700
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3. HMC and Affiliated Companies (HM Group)

= Automobiles, Steel, and Construction
- Group sales of W 129.6 trillion (63 member companies)
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http://www.mseat.co.kr/

4. Continued Quality Improvement

Initial Quality Study \ehicle Dependability Study

532

192 —-— HMC -O—Toyota —— HMC -O—Toyota

No. 1 Brand

No. 3 Brand

278

‘01 '02 '03 '04 '05 '06 '07 '08 '09 '10 ‘01 '02 '03 '04 '05 '06 '07 '08 '09 '10

Source: J.D. Power Source : J.D. Power
Note: 1QS(Initial Quality Study): The number of quality defects for 100 new Note: VDS(Vehicle Dependability Study: A total of 201 item quality survey
cars within 100 days of new vehicle ownership for 100 new cars within 3 years of new vehicle ownership



5. Product Line Extension for Most Categories

| 2000 (23 Models) |

| 2011(32Models) |
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6. Brand Power Improvement
= Global 100 brand in 2005

Brand Value (Intebrand) Brand Image (US)

it: $ bil
(unit: $ bil) (65th)

(69th)

(72th)

60%  60%

(75th)  (75th)

(84th)

2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009 2010

Source: Intebrand, 2009 Source: GFK Automotive
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I11. Key Success Factors of HMC/KMC

External Internal

Market Change Strategy
/ BRICs I Quality = Market growth

/ Performance/price over brand

Management

/ Preference of small car
Y Speed, Flexibility, &

Transparency
Competitors Org. Culture
/ Collapse of US carmakers Learning, Crisis Mgt., &

Mgt. by Wandering Around
CEO Leadership

/ Slowdown of Japanese carmakers




1. Recent Slowdown of Toyota

Change in M/S (2007 vs. 2010) Reasons for slowdown

Strategic mistake

« Late entry to BRICs markets
<« Emphasis on high end segments in North A.

Strong Yen

p -1.7%

Jan. 2007 Dec. 2010
« VY120.4/% — Y83.4/%

Change in Operating Profit

.|.
©

wnitbillion Yen) [ crtTeeereeeeeeessesse sttt
» Delayed recalls to Lexus models

« Damage to brand image

468.2

147.5
- I

Earthquakes/Floods

* Supply chain network & power shortage
-461.3

1] |
|
P

« Slowdown of domestic demand

2008. 3 2009. 3 2010. 3 2011.3



Change in Competition

= Less difference in market share among top six (from 7% to 4%)

Sales Trends of Top Six

(10,000 units) Global Financial Crisis
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http://www.google.com/imgres?imgurl=http://pulse2.com/wp-content/uploads/2010/04/general_motors_logo.jpg&imgrefurl=http://pulse2.com/category/general-motors/&usg=__hqUSY_pUj0wHEpUEH_g9GJV5e9Q=&h=285&w=285&sz=21&hl=en&start=1&zoom=1&itbs=1&tbnid=YmJu9Pz94SAQSM:&tbnh=115&tbnw=115&prev=/images%3Fq%3Dgeneral%2Bmotors%26hl%3Den%26sa%3DX%26tbs%3Disch:1%26prmd%3Divnsul&ei=G_k8TeejJoSksQOp_tyOAw
http://www.toyota.co.kr/
http://www.volkswagen.co.kr/
http://imagesearch.naver.com/search.naver?viewloc=0&where=idetail&rev=11&query=%B8%A3%B3%EB%20%B4%D6%BB%EA&from=image&sort=0&res_fr=0&res_to=0&merge=0&start=1&img_id=news0180002293317_1
http://www.ford-korea.com/servlet/ContentServer?pagename=DFY/KR
http://www.google.com/imgres?imgurl=http://pulse2.com/wp-content/uploads/2010/04/general_motors_logo.jpg&imgrefurl=http://pulse2.com/category/general-motors/&usg=__hqUSY_pUj0wHEpUEH_g9GJV5e9Q=&h=285&w=285&sz=21&hl=en&start=1&zoom=1&itbs=1&tbnid=YmJu9Pz94SAQSM:&tbnh=115&tbnw=115&prev=/images%3Fq%3Dgeneral%2Bmotors%26hl%3Den%26sa%3DX%26tbs%3Disch:1%26prmd%3Divnsul&ei=G_k8TeejJoSksQOp_tyOAw
http://www.volkswagen.co.kr/
http://www.toyota.co.kr/
http://www.ford-korea.com/servlet/ContentServer?pagename=DFY/KR
http://imagesearch.naver.com/search.naver?viewloc=0&where=idetail&rev=11&query=%B8%A3%B3%EB%20%B4%D6%BB%EA&from=image&sort=0&res_fr=0&res_to=0&merge=0&start=1&img_id=news0180002293317_1
http://www.google.co.kr/imgres?imgurl=http://www.cartech.co.kr/admin/news/img/Hyundai%2520Motor%2520Group%2520Logo.jpg&imgrefurl=http://www.cartech.co.kr/news/board.asp%3Fkey%3D%26seccode%3D%26page%3D17&usg=__8AM5KftI9k_vBIK4Og6HjTnssbo=&h=422&w=1065&sz=114&hl=ko&start=10&zoom=1&tbnid=1L7snea21KYLMM:&tbnh=59&tbnw=150&ei=YjjnTYPJAYzIvQPS0p3hDQ&prev=/search%3Fq%3Dhyundai%2Bmotor%2Bgroup%26um%3D1%26hl%3Dko%26lr%3D%26newwindow%3D1%26sa%3DN%26tbm%3Disch%26prmd%3Divnsul&um=1&itbs=1
http://www.google.co.kr/imgres?imgurl=http://www.cartech.co.kr/admin/news/img/Hyundai%2520Motor%2520Group%2520Logo.jpg&imgrefurl=http://www.cartech.co.kr/news/board.asp%3Fkey%3D%26seccode%3D%26page%3D17&usg=__8AM5KftI9k_vBIK4Og6HjTnssbo=&h=422&w=1065&sz=114&hl=ko&start=10&zoom=1&tbnid=1L7snea21KYLMM:&tbnh=59&tbnw=150&ei=YjjnTYPJAYzIvQPS0p3hDQ&prev=/search%3Fq%3Dhyundai%2Bmotor%2Bgroup%26um%3D1%26hl%3Dko%26lr%3D%26newwindow%3D1%26sa%3DN%26tbm%3Disch%26prmd%3Divnsul&um=1&itbs=1

Global Top 5
= No. 10% place in 2000, but No. 5t in 2010

Global Top 10 and Market Share

1. Toyota 12.0%
1.GM 16.0% 1.GM 13.7% 2.GM 11.9%
2. Ford 12.6% 2. Toyota 12.3% 3. Volkswagen 10.1%
3. Toyota 10.1% 3. Renault-Nissan 9.3% 4. Renault-Nissan 9.1%
4. Volkswagen 8.9% 4. Ford 9.2% e
5. Renault-Nissan 8.7% 5. Volkswagen 8.1%
6. Chrysler 5.5% — Stin
7.PSA 4.7% Gth %)
8. Honda 4.5%
9. Fiat 4.4% M%)
108
10th -
054
M%) 6. Ford 7.0%
7. Honda 5.4% 7. Honda 5.1%
, 8. PSA 5.3% 8. PSA 5.0%
> 9. Chrsler 4.5% 9. Suzuki 3.6%
00 d 10. Suzuki 3.1% 10. Fiat 3.3%

Source : Global Insight, company records



Rapid Sales Growth Since 2000

» 9.0% of Cumulative Annual Growth Rate during 2000~2010

—+—GM —=—Toyota —— Volkswagen =@=HM| —=— Wor | d POTTEITTEETTEIT PRI .
Global CAGR
Annual Financial i3 g4 HMI/KMI +9.0%
Growth 77 : Crsis World: +2.3%
rate :
GM: -0.6%
Volkswagen: +3.9%
: Toyota +3.5%
396 i
376 :
277 817 = ;
Annual 243 o52 271 :
Sales E
(10,000 units) :
'00 '01 '02 '03 '04 '05 '06 ‘07 10

Source : Company records, Global Insight



A Comparison of Sales Growth of Top 10

2000~2010
Sales Growth Rate Avg. of Top 10= 522
0% T Q HMC/KMC
8% |
6% -
Honda :
4% + Q) Renault-Nissan VW To()’jta
2% | Avg. of Top 10=0.9% PSA U
S .,. ................................................ Sales in
0% ' : 2010
) 100 o6 300 400 500 600 700 8ooU 900 (10,000 unit)
2% Fiat : GM
Fordo
-4% | :
= O
—8% - Chrysler

Source : Global Insight(2011.5), company records



2. Business Strategy

Quality ' Global Market /

0 Regional Strategic Model, Design
e Cost Comp. —~._ Common Usage, Modulation

9 Technology Independent Engine full line-up

0 10 year 100,000 mile Assurance



2-1. Global Market Expansion

Beijing Beijing No.1 Beijing No.2
(Dec. 2002) 300,000/yr 300,000/yr
(2004) (2008)

India No.1 India No.2
300,000/yr 300,000/yr
(2005) (2007)

India
(Sept.1998)

Alabama
Turkey (May 2005)

100,000/yr 300,000/yr
(2003)

Kia Georgia
(Nov. 2009)
300,000/yr

Turkey
(July 1997)

Kia Slovakia Czechoslavakia

(Nov 2005) (Nov. 2008)
300,000/yr 300,000/yr
295
(Nov. 2002) 300,000/yr 150,000/yr 265

(2007) 235

Brazil
(2012 exp.)
100,000/yr

Russia
(Jan. 2011)
150,000/yr

320 +

HMI/KMI
Overseas
production

’98 ’99 ’00 ’01 ’02 ’03 ’04 ’05 ’06 ’07 ’08 ’09

’10



2-2A. Regional Strategic Models

Russia

Solaris
(2011)

e

ﬂ@é

China

Wee-e- Ri ng- [
dong Shang | )\ s
(2008) (2008)

Europe

ix20 i30
(2007)

UsS

Elantra Veloster
(1991) (2011)

(2010)

‘g ‘rﬂ -
Vi

Brazil

HB
(2012 exp.)

India

Santro i10 i20
(1998) (2007) (2008)



http://rd.naver.com/i:/c:51616?http://100.naver.com/100.nhn?docid=769699
http://www.google.co.kr/imgres?imgurl=http://blogfile.paran.com/BLOG_392872/200605/1147267157_%EC%9D%B8%EB%8F%84%EA%B5%AD%EA%B8%B0.jpg&imgrefurl=http://blog.paran.com/iloveindia&usg=__qgUOQ-LlbaSoQhc_MaYuAAJK2GA=&h=267&w=400&sz=37&hl=ko&start=2&zoom=1&tbnid=r4eFtzx1gn6VOM:&tbnh=83&tbnw=124&ei=0sBYTamXKIaWvAO-h9HYBA&prev=/images%3Fq%3D%25EC%259D%25B8%25EB%258F%2584%2B%25EA%25B5%25AD%25EA%25B8%25B0%26hl%3Dko%26newwindow%3D1%26gbv%3D2%26tbs%3Disch:1&itbs=1
http://www.google.co.kr/imgres?imgurl=http://c.ask.nate.com/imgs/qrsi.php/5771067/7867225/0/1/A/%EB%9F%AC%EC%8B%9C%EC%95%84%2520%EA%B5%AD%EA%B8%B0.jpg&imgrefurl=http://ask.nate.com/qna/view.html%3Fn%3D5771067&usg=__TTIV5h6hWACmFSvyCNyID8hV-Bw=&h=267&w=400&sz=15&hl=ko&start=1&zoom=1&tbnid=ZBCaTG4GdzzmZM:&tbnh=83&tbnw=124&ei=7MBYTc-eHJHGvQPW4-XqBA&prev=/images%3Fq%3D%25EB%259F%25AC%25EC%258B%259C%25EC%2595%2584%2B%25EA%25B5%25AD%25EA%25B8%25B0%26hl%3Dko%26newwindow%3D1%26gbv%3D2%26tbs%3Disch:1&itbs=1
http://www.google.co.kr/imgres?imgurl=http://www.ezflagfinder.com/attach/1/3020142277.png&imgrefurl=http://www.ezflagfinder.com/tag/%25EB%25B8%258C%25EB%259D%25BC%25EC%25A7%2588%2520%25EA%25B5%25AD%25EA%25B8%25B0&usg=__qiPj1UcdqDdnB6uX9K4X19eeXeE=&h=350&w=500&sz=24&hl=ko&start=1&zoom=1&tbnid=2mFDlLPzu0-QSM:&tbnh=91&tbnw=130&ei=F8FYTc6DK4rMuAOjgOXuBA&prev=/images%3Fq%3D%25EB%25B8%258C%25EB%259D%25BC%25EC%25A7%2588%2B%25EA%25B5%25AD%25EA%25B8%25B0%26hl%3Dko%26newwindow%3D1%26gbv%3D2%26tbs%3Disch:1&itbs=1

2-2B. Appropriate Product Line-up

= Appropriate both for advanced and emerging markets

Ratio of Small Car/Emerging Market(2010) '

(%)

V] e e

Small Car| 595§ 49.2| 39.6| 45.6| 49.4| 52.7| 65.5

- — .
/, - i t t i\i\\ Emerging| =

Market :42.8531.2 18.7| 15.8| 20.7| 21.0| 36.0

v V 9

Advanced Market
Practical consumers

D 4

S Performance/price, N 3
D small car e
S Sales of Key Models (2010

-3 gyt -

Emeraing Market Elantra(170), 130(127), Soul(91), i10(86),

ging Seed(77), Accent(77), i20(66), Forte(59)
o Growing Market B E1(229), Elantra(189), i10(179), Accent(164),

Rio(164), Serato(152), Forte(145), Verna(140)

D o

Source: Global Insight



2-2C. Product — Design Innovation

= Design Identities bot for HMC and KMS

]\Y/[®

HYURNDAI

NEW THINKING.
NEW POSSIBILITIES.

: Family Look ¢

\ ;

‘Fluidic Sculpture’
{ « Young, future-

* Flexible dynamics .
oriented
« Natural appearance

* Innovation



http://cfs.tistory.com/attach/8521/1239167847.jpg

2-3A. Quality Management (QM)
= CEO (Mr. CHUNG, Mongku)’s continued emphasis

1999 2000 2001 2002 2003 2004 2005 2006 2011

‘QM’ Announcement Integrated QM Division A .
I ]
QM Meeting Q Pass 5 Star Q Accreditation Global Q University
6 Sigma Supplier SQ mark

Global QM Center

QM by CEO .

“T am CEO of QM”

T I NEs

. 10S, VDS

(JD Power, 2006/2009)

Q Goal .

10 year 100,000 mile wanrantee (1999)

America’s Best Warranty”
10-Year/100,000-Mile

Powertrain Limited Warranty




2-3B. Cost Competitiveness — Common Usage

= Platform integration and common usage of parts result in cost reduction in R & D,
manufacturing, and management

<Benefits>

—/ « Shorter period for new car

development

» Lower investment

- equipment/machinery

Factory
Management

Common

 Lower procurement cost
Usage

- volume purchase

« Part quality improvement

e Lower A/S cost

Factory
Layout




2-3C. Cost Competitiveness - Modulation

= Modulation of parts results in cost saving and quality improvement

<Benefits>

Use of Less Number Simplifying More :
Pre Quality :f Quality
Inspection Improvement

<Key Modules>

Front Sash Module Complete Sash Rear Sash Module



2-3D. Quality Management System (QMS)-
Speed/Transparency

= QMS from procurement, manufacturing, sales, and A/S

* Real time global quality
check on a 24 hour basis

/ Global Quality

Situation Room « Transparency/efficiency

« Quality check of
in procurement

pilot car /Pilot factory P
~ VAATZ
\/’/ ' \

—\
§

7\’Q|v|s 8 /

QualltyJ ‘
: Pass , \ ~ éQMS « Early detection &
= Quality goals by each solution of quality
stage (R&D to A/S) Quality Assurance problems global wide

* Quality check for
Suppliers



2-4. Technology — Independent Engine Full Lineup

* R & D in engine technology [small Kappa(1.25¢) to large Tau(5.00)]
Independent engine full lineup = less period for new product development

2000
2001

2002
2004
2005
2006
2007
2008

2009

Major Engine Development

Diesel engine for passenger car

DOHC diesel engine

Commercial diesel engine

Export of Theta engine to Chrysler

Lambda engine

V6 diesel engine for passenger car

Diesel engine full lineup

Tau V8 engine

Diesel R engine for next generation
car

au Engine, named as
op 10 Engines’ (2009~2011)




2-5A. Marketing — 10 year 100,000 mile Warrantee

= Power train (engine & transmission)

HMC Ad for 2010 Super Bowl

HMC
GM
Toyota
Honda

Basic
60/60,000
36/36,000
36/36,000
36/36,000

Power train
120/100,000
36/36,000
36/60,000
36/36,000



2-5B. Marketing — Assurance Program

» Hyundai Assurance Program: HMC guarantees rebuying the new car if the buyer gets
unemployed in a year (up to $7,500)

& HYUNoRI

Assurance

| PROGRAM OVERVIEW COVERACE REQUESTBENEFITS | FAD | CONTACTUS | FIND A DEALER
- (WSJ, 2009.12)

Hyundai Assurance Hyundai Assurance

- WE’VE GOT YOUR BACK [EEEEVIr sy

WOW IT WORKS © WY YOU NEED IT ! WHAT'S COVERED 4 HOW YO 6

CERTAINTY
|N UNCERTA“' TIMES. INE FULL YEAR

A decade ago Hyundal pioneered Amernica’s

Best Warranty to show you the faith we have [' : ", ) 1" ;_ ‘ ” DOWNLOAD =.-
in our cars. Today, in addition to our warranty, sciinctaboskibdoniodic: BROCHURE =T
we're introducing Hyundai Amurance, to show i EERHENe

you the faith we have in you. Right now, buy ‘

any new Hyundal, and if in the next year you

lose your income*, we'll kot you return it Find a dealer nearby, g

That's the Hyundai Assurance



F:/Hyundai Assurance Program 2.flv

“Management by checking

production lines”

2-6. Organization Culture

“accumulation of know-how through
. endless learning”

Learning

Crisis copin
Spot PIng o
i \ culture “collectivism”
production line)



2-6A. Learning

= Growth through compressed learning and benchmarking with clear goals

Q=uaI|ty Goals (10 year/100,000 mile) Toyota Benchmarking

Learning from Overseas
Factory Establishment

* 11 factories for 10 years, 2 under o
CONSErUCHION gm [ s Lt \




2-7. CEO — Management by Wandering Around

Frequent visits by CEO 2-3 visits (each week) to HSC

d372E e o2l 2 LIZIC

A=-FF-uF YA oh#H 8 -F2EH Y T

180, 48 33, 68 v, BA 22E Zeik Qsich 3

= #Aloh 12l fE, 2 Slgol Hold 2340 3357
2. F8F Hol-loR 27 Hof 332 v BEE 4 ot
dojs= e sdEg AAE = oAk F 89 5, 48 A%
olck. of@gotE 100} el 8
th olg & X e s muh

2 A AHAIAS ¢
R0l 13 AlG
T Qlck

iUz FA7
SO A ART MO S  IHA] AER 42 2R
W Fdel 28 OB o= 1 9t SIHAES
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2-8. Future Strategic Focus

= 4

 Market Leader

5.8 mil. units

e

3.6 mil. units

Global Managementé (Expansion)

Quality Management

2000 2005 2010 2020



|V. Future Challenges

=Market change (Emerging markets, Eco-

friendly car, smart car, and energy

efficient car)
=Technology change (|
*New Competitors

, and electronics)

=\/alue chain change (new battery)
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