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Research background

* Database of model-level monthly sales of domestically produced
light passenger vehicles

* Jan 2020 through May 2026

* Firm, brand, JV partners, size/segment, drivetrain, list prices, discounts
* 1191 models, of which 644 had at least 1 unit sold in May 2026

* In China in May to visit suppliers for Automotive News PACE
* which also gives insights into OEMs
* spoke to Chery and V.

* extraordinary pace of change

* 80 new or refreshed models so far in 2026 of which only 8 are ICEs
* Currently 50:50 split EV:PHEV
* 18 month development cycle



Will VW’s “legacy” status enable achieving goals?

* First, clarify the strategic strengths and weakness of incumbents
* Second, define “incumbent” empirically

* Third, typify their structure — segment coverage and model lineup

* Third, look at how well they have done in sales
* In the “legacy” ICE market
* Inthe NEV market (new energy vehicles = EVs + PHEVs +EREVs

* Fourth, is anyone doing well? - focus on VW
* Note many new entrants are struggling
* BYD’s domestic sales are down 948,000 units from peak!



Observations = Conclusions (l)

* 3 legacy firms stand out in a positive sense:
* Toyota, Geely, Chery

e Several have shrunk towards irrelevance in China
* Hyundai/Kia, Honda, Nissan, GM

* Only one SOE has significant “house” brand success

* Changan
e So it’s private firms that stand out

* Being “Chinese” or “Global” isn’t the key differentiation



Observations = Conclusions (ll)

* VW has a new vehicle onslaught coming
* no evidence to date that it will succeed

* BYD is also struggling
* excess capacity, weak domestic distribution
* hypergrowth — layoffs in a 12-month timespan

 BYD is a battery company first, a carmaker second: good at B2B, bad at B2C
* A player to watch: Huawei with “asset light” strategy

* Huawei assembles NO cars, butin 4 years 0% — 5+% of market
* uses (excess capacity) of 5 firms: Chery, SAIC, Seres, BAIC, JAC



VW’s strategy sounds good ...

* Group brands will introduce 20 models in 2026
* 30 models by end-2027 and 50 by 2030 of which 30 will be EVs

* New CEA architecture including OTA capability
« 2"d Generation CEA 2027
* VW'’s 2"d dlobal engineering center in Hefei (Anhui)

* In China, For China



But...

* VW Group starting point is weakness

* 8 pct pt market share loss
* so far failed with NEVs
e CY2025 sales fell 105,000 units from CY2024
* InJan-May 2026 Toyota sold almost 2x NEVs of VW plus BMW plus Mercedes
* EV leader BYD makes money on batteries
* butloses money on cars
* huge writeoffs by Ford, GM, Honda, others as retreat from EV strategy

=» VW: clawing back market share with NEVs = pyrrhic victory
can VW apply China experience to its European market?




VW is the biggest player in Europe

but just announced 19,000 layoffs

b Stellantis Renault Hyux}dal/ BMW Toyota  Mercedes Audi Ford Geely/
Group Kia Volvo
Jazno-;pr 1,197,962 748,790 427,171 336,545 326,536 315,405 236,367 231,875 153,579 132,777

Source: DataForce / Automotive News Europe




VW was the biggest player in China

declining sales in a strongly growing market
WV Group Sales in China

domestically assembled vehices

EAudi12m VW 12m =—=VW 12mshare ==> ==Audi12m share ==
4,000,000

T 16.0%
3,750,000 I 15.0%
3,500,000 + 14.0%
3,250,000 + 13.0%
3,000,000 I 12.0%
2,750,000 .llUJlI__ + 11.0%
2,500,000 + 10.0%
2,250,000 - 9.0%
2,000,000 - 8.0%
1,750,000 - 7.0%
1,500,000 - 6.0%
1,250,000 = 5.0%
1,000,000 uil it = 4.0%
750,000 1 LY 3.0%
500,000 - 2.0%
250,000 - 1.0%
0 = 0.0%
§8§§§§a§JF§IY8IIIFIFIELYQE
8 8 5 9 8 8 59 98 8509 98359 98509 9 8
a2 - vw.o 2 " o 2 S .o 2 " na = S oo =



Porsche has fared even worse

2017 2018 2019 2020 2021 2022 2023 2024 2025
Porsche
: 71,508 80,108 86,752 88,968 95,671 93,286 79,283 56,887 41,938
China
Porsche
Global| 246375 256,255 280,800 272,162 301,915 309,884 320,221 310,718 279,449

Share

29.0%

31.3%

309% 32.7% 31.7% 30.1% 248% 183% 15.0%




2012 -2020: China JVs contributed 1/3 of VW Group profits

understates because Porsche exports, licensing fees not included

VW Profits

Euro billions
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So is legacy automotive dead?

* No, some firms are managing the ICE =» NEV transition
* Toyota is succeeding despite the transition!

* How and why?

* Note the “world car” approach functions poorly
 USis light trucks, very low sedan share
* Chinais NEVs and increasingly SUVs
* Japan has kel car segment

* European profits are from luxury sedans, not mass market
* alongstanding GERPISA finding



Analytic Issues: Strengths

* Scale

* sheer size brings many benefits
* Brand management

* updating and marketing “full line” portfolio
* Dealership (distribution) management

e location

* consistent operations: customer experience, sales and service
training, service provision, financial services, crisis intervention

* Restructuring Experience
* have survived multiple downturns



Analytic Issues: Weaknesses

* Resources tied to existing business
* Silly not to renew ICE models that still sell well

* Organizational effectiveness tied to internal personal networks
* senior executives are patrons with networks of clients

* Entering the NEV market requires resources
* the auto industry is not highly profitable
* and must outbid “Al” to hire electrical and systems engineers?

* And move at China speed

* Depreciation leads to a 4-year model cycle
* in China competition has forced an 18-24 month cycle

* The global vehicle model is dead (maybe): markets aren’t converging
e VW*¥In China, For China”



Defining “Legacy” — Data (l)

e China domestic sales database limitations

* excludes imports (important in 2020, not today);
* excludes exports (unimportant in 2020 but huge today); and
* no commercial vehicles (pickups / vans are not consumer vehicles in China)

* So who sold 500,000 vehicles in CY20207?
* not BYD: they only sold 8,000+ cars in Jan 2020!

* Jable from high to low sales growth, not volume



All Vehicle Types

Firm CY2020 CY2025 Change in %
Chery 479,828 1,352,220 872,392 182%
Geely Group 1,254,509 2,829,135 1,574,626 126%
Changan 807,983 1,293,825 485,842 60%
Toyota 1,421,419 1,577,403 155,984 11%
Wuling/Baojun 999,604 1,059,469 59,865 6%
‘BMW 609,901 592,133 (17,768) -3% |
Great Wall 755,737 699,228 (56,509) -7%
Mercedes 640,738 471,344 (169,394) -26%
VW + Audi 3,607,047 2,598,840 (1,008,207) -28%
SAIC 727,440 438,838 (288,602) -40%
Nissan 1,223,139 602,304 (620,835) -51%
Honda 1,570,029 645,012 (925,017) -59%
GM 1,447,829 508,833 (938,996) -65%
Hyundai-Kia Group 633,703 206,900 (426,803) -67%
TOTAL MKT 18,665,068 24,048,275 5,383,207 29%




CY2020 vs CY2025

* Total market grew 5.4 mil units or 29%
* only 4 “legacy” firms grew:
 Changan, Chery and Geely outgrew the market
* Toyota (and Baojun/Wuling) grew but slower than the market

* |CE sales fell 6.3 mil units or -36%
* yet 3 “legacy” firms grew
* above all Chery +90% but also
e Geely +5%
* Toyota +8%



VW

* Total market grew 5.4 mil units or 29%

* VW Group lost -28% or -1.01 million units
* German luxury all down
* BMW -3%
 Audi-17%
* Mercedes -26%
* Great Wall -7%
* All the rest were -40% or worse
 SAIC

* Nissan and Honda
- GM
* Hyundai/Kia



ICEs

Firm CY2020 CY2025 Change in%
Chery 451,155 858,723 407,568 90%
Toyota 1,357,787 1,466,191 108,404 8%
Geely 879,230 924,782 45,552 5%
BMW 582,181 476,172 (106,009) 18%
Audi 686,849 560,562 (126,287) -18%
Changan 789,931 615,863 (174,068) -22%
Mercedes 636,875 457,004 (179,871) -28%
VW+Audi 3,549,033 2,493,342 (1,055,691) -30%
Great Wall 700,296 361,677 (338,619) -48%
Nissan 1,215,626 534,151 (681,475) -56%
Honda 1,567,109 625,312 (941,797) -60%
Hyundai Group 623,721 202,714 (421,007) -67%
GM 1,445,376 427,470 (1,017,906) -70%
SAIC 655,020 193,418 (461,602) -70%
Wuling/Baojun 913,303 225,317 (687,986) -75%
TOTAL 17,401,596 11,060,988 (6,340,608) -36%



ICEs: Three “legacy” increased sales

 |CE sales were down 36% CY2020vs CY2025

e -6.30 million units

* Chery, Toyota and Geely sales (and share) grew
* That’s incredible marketing power!!

* BMW, Audi, Changan, Mercedes and VW down less than 36%

* So gained share, for what that is worth
* All others performed worse than the market
* VW Group lost over 1.06 million units of ICE sales




China 12m Cumulative Sales
1/2020-5/2026

a» Geely Group ICEs e Geely Group NEVs eaa» Geely Group total

— Toyota total — VW+Audi total — BYD
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VW: Shrinking sales but a shrinking market

* VWremains avery large firm: ICEs are NOT dead!
* Again, VW gained market share in ICEs
* Sells almost1in 5 ICEs in a market that's still 10 mil units

* The problem: NEVs are now 60% of the market
* To date VW has captured almost none of that growth

* Audi, BMW and Mercedes all kept their market share
 German luxury firms are down, but not (yet) out

* But profitability hinges on volume, not share
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Geely

* | have a SeekingAlpha article on Geely (behind a paywall)

* email me to receive a copy

* Time! — hereafter l ighore Geely, Chery and Toyota
* All are impressive in different ways


http://seekingalpha.com/
mailto:msmitka@wlu.edu
mailto:msmitka@wlu.edu

Segments: Data (Il part A)

* Note the listignores models with minimal (<300) sales
* The VW group is a full line manufacturer

* Marginal realighment

* Sedans, SUVs and MPVs

* From subcompact AO to
* Full-sized C
* VW has dropped subcompacts, Audi has not



Segments
VW Sedan SUV / Models
AOO|A0O| A | B | C AO| A | B MPV
2020Q1 1 9 5 1 3 4 5 1 8
2022Q1 1 |10] 6 1 3 5 8 2 9
2024Q1 1 7 7 3 5 8 2 8
2026Q1 8 4 6 5 1 6
Audi Sedan SUV All
AOO|A0O | A | B | C AO| A | B MPV
2020Q1 1 1 1 1 1 1 6
2022Q1 1 1 2 2 2 2 6
2024Q1 1 1 2 1 3 3 7
2026Q1 1 4 2 1 2 2 7
VW+Audi Sedan SUV All
AOO|AO| A | B | C AO[ A | B MPV
2020Q1 1. 10 6. | 2 4.1 5 6 1 8
2022Q1 1 (11| 7 | 3 517 110 p) 9
2024Q1 1 8 8 2 4.1 8 | Il 2 9
2026Q1 9 | 8 2 1 8 7 1 8




Model Counts: Data ||I-B

* Note the listignores models with minimal (<300) sales
* Restructuring

* VW has dropped 11 models in the past 2 years

* 13 models from peak

* Audi has gradually expanded its lineup
* in part by substituting domestic product for imports

e Still down 9 models from peak



VW A £k 2020 2022 2024 2026
2020 30 29 25 17
2022 40 35 23
2024 38 24
2026 27
Audi R 2020 2022 2024 2026
2020 6 6 6 6
2022 11 9 9
2024 12 10
2026 15
VW + Audi 2020 2022 2024 2026
2020 36 35 31 23
2022 51 44 32
2024 50 34
2026 42




Qualitative elements

* Both Geely and VW have restructured
* VW
* closed 2 plants
 dropped many models
* Geely
* absorbed publicly traded Lynk & Co =2 subsidiary

» absorbed Volvo ownership of Polestar =2 subsidiary but still publicly traded
* otherrestructuring preparing for founder’s retirement



Context: The overall marketis...

*Declining profits
*Shrinking sales
* Offsetting rise in EV share



Passenger Vehicle Gross Margin
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Chinese Passenger Vehicle Market

EV Share ==>

Bl EV sales e NEV Share ==>

Bl Total Sales
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China Domestic Light Passenger Vehicle Sales
Dec 2020 - May 2026 excluding imports

am» EVs 12m eam» PHEVs+NEVs 12m e Total NEVs 12m
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12 m rolling [cumulative] retail and wholesale rates

CADA Weekly Sales Reports [Z 3 ##]
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Restructuring: New Models to Date

* |[CE: Audi A5L Sportback ((7/25), A5SL (8/25), VW Jetta VS8, VW Golf
GTI

* EV: Audi E5 Sportback (8/25), Q6L Sportback and Q6L EV (9/25),
and E7X (5/26), VW ID.ERA 9X (4/26)

e PHEV: Audi A6L (12/25)



Restructuring: Announced New Models

* |CE:
» 2 refreshes: VW Lavida (BAi#Pro) and T-Roc/Tavendor (3 %);
* 1 new model: Audi Q5L (new platform);

 EV:
* 1 refresh: Audi A6L e-tron;

* 7 new models: VW ID.08, Yuzhong 06, Yuzhong 07, ID.ERA 9X (REEV
version), Tiguan L ePro (PHEV), and Passat ePro (PHEV).



VW: Conclusions

* In automotive, shrinking your way to profitability is hard

* VW faces the additional challenge that it

* mustinvest heavily in NEVs while

* continuing to renew their ICE portfolio for the US and Europe
* Meanwhile there’s China

* ashrinking market for EVs and not just ICEs

* where most players are losing money

* |It’s hard to be optimistic
* When even BYD is having real troubles



BYD is crashing in China

* inability to sell “full refresh” models => poor brand mgt
* price cuts => undermines distribution system
* from hypergrowth => laying off workers

* for BYD, batteries make money, cars lose money

* | did not pay attention to depreciation and other EBITA items, so maybe they
generated lots of free cash flow

* Will the upstart telecoms (HIMA and Xiaomi) do any better?

* Nissan, Honda, GM, Hyundai-Kia all down over 50%
* how hopeless???



Thank you!

So far 4 articles on legacy

1. Can legacy automakers survive? - Part | — An argument for the
strengths of legacy automakers in the face of the China EV Wave

2. Can Legacy Automotive Survive? (Part Ill) - The Data!!

3. Can Legacy Survive (Part lll) — a final set of data before (IV)
concluding

4. Can Legacy Survive? (IV) - Volkswagen - If it can't hold its own in
China...

and more at smitka.substack.com



https://smitka.substack.com/p/can-legacy-automakers-survive-part
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https://smitka.substack.com/p/can-legacy-survive-part-iii
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