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We are disclosing in this report our ESG credit indicators for the global autos sector. Our ESG credit indicators provide
additional disclosure and transparency at the entity level and reflect our opinion of the influence that environmental,
social, and governance factors have on our credit rating analysis. They are not a sustainability rating or an S&P Global
Ratings ESG evaluation.
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Key Takeaways

- Environmental regulation is leading the global auto industry toward shifting production
from light vehicles with internal combustion engines (ICE) to emission-free electric
vehicles.

- The most relevant ESG factor is therefore the management of the environmental risk,
which consists in succeeding in this product transition without disrupting profitability of
operations and financial soundness.

- Governance related risks are relevant for ratings in the auto sector to the extent they
influence financial policy, strategy execution and proactive market and supply chain risk
management.

- Social risks could become more relevant over the longer term due to increased scrutiny
on potential accidents linked with autonomous driving and cybersecurity breaches but
have had relatively little impact to date.

Our ESG Credit Indicators

Table 1

Environmental Credit Indicators

Credit indicator Definition

E-1 Environmental factors are, on a net basis*, a positive consideration in our credit rating analysis,
affecting at least one analytical component§.

E-2 Environmental factors are, on a net basis*, a neutral consideration in our credit rating analysis.

E-3 Environmental factors are, on a net basis*, a moderately negative consideration in our credit rating
analysis, affecting at least one analytical component§.

E-4 Environmental factors are, on a net basis*, a negative consideration in our credit rating analysis,
affecting more than one analytical component§ or one severely.

E-5 Environmental factors are, on a net basis*, a very negative consideration in our credit rating analysis,
affecting several analytical components§ or one very severely.

*"On a net basis" means that we take a holistic view on exposure to environmental factors and related mitigants. §Analytical components
include criteria scores and subscores (including the key analytical elements to assess them). "Affecting" means leading to a different outcome
for an analytical component or lower/higher headroom for an analytical component.

In our ESG credit ratings criteria "Environmental, Social, And Governance Principles In Credit
Ratings," Oct. 10, 2021, we articulate the principles that S&P Global Ratings applies to incorporate
environmental, social, and governance (ESG) credit factors into its credit ratings analysis. In that
criteria we define ESG credit factors as those ESG factors that can materially influence the
creditworthiness of a rated entity or issue and for which we have sufficient visibility and certainty
to include in our credit rating analysis. We note that when sufficiently material to affect our view of
creditworthiness, ESG credit factors can influence credit ratings.

In our commentary "ESG Credit Indicator Definitions And Application," Oct. 13, 2021, we discuss
the introduction of ESG credit indicators as a complement to our existing credit rating analysis.
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Whereas our ESG criteria seek to enhance transparency in how and where we capture ESG factors
in credit ratings, our ESG credit indicators provide additional disclosure by reflecting our opinion
of how material the influence (on a 1-5 scale) of ESG factors is on our credit rating analysis. We
assess these indicators on a net basis, meaning that we take a holistic view of exposure to
environmental, social and governance factors and related mitigants on the credit rating analysis.
They are applied after the rating has been determined. They are not a sustainability rating or an
S&P Global Ratings ESG evaluation.[1]

Accordingly, the application--or change--of an ESG credit indicator cannot in itself trigger a credit
rating or outlook change. However, the impact of ESG factors on creditworthiness could contribute
to a rating action, which in turn could lead to a change in the ESG credit indicator. Through the
release of ESG credit indicators, we aim to further delineate and summarize the relevance of ESG
factors to our credit analysis by isolating our opinion of their credit influence and separating it
from the non-ESG factors affecting the credit rating.

The scale for environmental credit indicators is identical for social and governance credit
indicators. It has a negative skew, which reflects our view that environmental, social and
governance considerations (including risks outside of a company's control) have a negative
influence more often than a positive one. An ESG credit indicator of E-2, S-2, or G-2 means that it
is currently a neutral consideration in our credit rating analysis. This does not necessarily mean
that ESG factors are not relevant, rather that they are currently not sufficiently material to alter
the credit rating analysis or that positive ESG considerations are offset by ESG-related risks.

Also, entities may have identical ESG credit indicators, even if they diverge on ESG characteristics
and performance. This may be the case because we only incorporate in our credit rating analysis
those ESG factors that materially influence creditworthiness and for which we have sufficient
visibility and certainty or because the differentiation in ESG characteristics is not in our view
sufficiently material to warrant a different ESG credit indicator outcome.

[1] ESG credit indicators are separate and distinct from S&P Global Ratings ESG evaluations. An S&P Global Ratings ESG
evaluation is not a credit rating or component of our credit rating methodology. Rather, it indicates our view of an entity's
relative exposure to observable ESG-related risks and opportunities, and our qualitative opinion of the entity's long-term
sustainability and readiness for emerging trends and potential disruptions. Moreover, the ESG evaluation considers the
impacts and dependencies on the environment and society across the value chain for a wide range of stakeholders,
regardless of current credit materiality. (For more on ESG evaluations, see "Environmental, Social, And Governance
Evaluation Analytical Approach," Dec. 15, 2020.)
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Sector Overview

Environmental Credit Factors

Chart 1 Chart 2

Our environmental credit indicator reflects our view that environmental factors--specifically
climate transition risks--will be driving the automotive industry strategy in this decade, impacting
all our rated original equipment manufacturers (OEMs) and a considerable share of rated auto
suppliers. We think the impact of climate transition risks is moderately negative for the auto
industry because of the massive financial effort needed on capital expenditures (capex) and
research and development (R&D) expenditure. This is critical to develop a full portfolio of electric
vehicles, new EV model launches, and set-up of a dedicated value chain--particularly for
batteries, the production of which is still concentrated in the Asia-Pacific region and, as such,
highly exposed to the risk of geopolitical tensions. In addition, the vast majority of EVs have lower
profit margins compared with corresponding ICE-powered vehicles due to higher production costs,
despite widespread government subsidies.

The transition to zero-emission vehicles is primarily regulatory driven and proceeding at diverging
speeds across Europe, where regulation is toughest and most punitive, followed by China and the
U.S. In Europe, battery electric vehicles (BEV) and plug-in hybrid electric vehicles (PHEV) will
represent 15%-20% of the European market in 2021, and rise to 30% by 2025 in our base-case
scenario. This compares with an expected 6%-9% market penetration in China in 2021, where
regulatory policies might boost the share to 20% of sales in 2025. In the U.S., the Biden
Administration has announced a commitment of $174 billion to accelerate the deployment of EVs,
including point-of-sale rebates and tax incentives, and a national network of 500,000 chargers by
2030. These developments lead us to assume, in our base-case, that EVs, including plug-ins, will
be over 15% of U.S. light vehicle sales by 2025, compared to around 4% in 2021. Globally, we
project BEVs and PHEVs will comprise 15%-20% of all light vehicles in 2025, compared to
7%-10% in 2021. Over the next few years, we expect a wider political consensus on the need to
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accelerate decarbonization and on the necessary incentive schemes to support this technology
transition.

The product mix for EVs across regions is also very diverse. The Chinese market is seeing very
strong growth in low-cost EVs, as affordability remains an important consideration for local car
buyers. While leading start-up companies gained a foothold in the EV segment quickly, the
competitive landscape will shift gradually, with legacy producers that are currently
underrepresented gradually ramping up their EV offerings. In Europe and the U.S., on the other
hand, many OEMs have leapt into the electrification race, starting with premium cars and
high-value SUVs. We expect the energy transition for autos to speed up in both regions, especially
in Europe, where the European Commission is considering further tightening the CO2 emission
targets for passenger cars. It is proposing cutting the current standard of 95 grams of CO2 per
kilometer by 55% by 2030 compared with the currently agreed target of 37.7% by 2030. A potential
further tightening of the 2030 decarbonization goals is on the table (Fit for 55).

Climate transition risk (80.2%):

In Europe, OEMs managed an average 20% decline in CO2/Km in 2020, an exceptional
performance if compared to the previous three years and to other sectors' performance within one
single year. The achievement was possible mainly thanks to new electrified models launched in
the market. The introduction of new zero-emission vehicles represents a material share of the
decarbonization efforts across the value chain at OEMs. Yet there was little evidence of
substantial overachievements of companies' specific targets, which is not surprising considering
EVs do have a lower contribution to operating margins compared to legacy ICE (before subsidies).
With low volumes currently, the earnings dilution is minor and largely mitigated this year by
favorable pricing due to the demand-supply imbalance. The high concentration of E-3 scores for
most legacy automakers reflect the absence of a clear competitive advantage and the risk of
earnings dilution from selling EVs, compared to the first mover, Tesla Inc. (E-1).

As opposed to producers of light or heavy-duty vehicles, suppliers are not directly exposed to
either regulatory fines and/or product acceptance issues. Furthermore, many suppliers we cover
(including interior, structural component and aftermarket suppliers) offer products that have
minimal dependency on the evolution of the internal combustion engine.

Nonetheless, the path to electrification presents engine component-related suppliers with
opportunities and challenges that could have rating implications. Positive rating actions could
materialize for suppliers that solidify their competitive position for the transition to EVs through
mergers and acquisitions to diversify product offerings and expand market share. On the other
hand, we could also see some ratings pressure for suppliers that engage in aggressive R&D and
capex to fund new products and technology internally but without a clear path to profitable
returns on investment. Equally, suppliers that depend meaningfully on sales of ICE-powered light
vehicles and which fail to offer new cutting-edge products and technology will likely weaken their
competitive position, thereby leading ultimately to rating pressure.
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Social Credit Factors

Chart 3

Our social risk indicators reflect our current view that social factors present a neutral ESG risk for
ratings in the auto sector. We expect social risks will intensify towards the end of this decade
because of changing consumer preferences toward transportation as a service and new mobility
options that will disrupt car ownership. Additionally, potential headline risks related to accidents
linked with autonomous driving and cybersecurity breaches will increase the risk of product
liability, government scrutiny, and further regulation. On the other hand, social factors also
present opportunities for automakers and suppliers that improve active safety technologies that
aim to protect vehicle occupants in a crash, as well as reduce the risk of an accident occurring
through lane departure warning systems, automotive braking, adaptive cruise control, and blind
spot detection. Social factors such as product liability and recall issues are inherent risks for the
automotive industry, but apart from a few isolated events (airbags, ignition switches) most issuers
have had a good track record in recent years. Nevertheless, the expected increasing use of
common platforms and parts (including battery systems) across brands and models coupled with
shorter development times and high cost pressure due to fierce competition could result in higher
recall rates or warranty costs in the mid to long-term.
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Governance Credit Factors

Chart 4 Chart 5

We assess governance factors and assign indicators for each company relative to our
Management & Governance assessment for the issuer. Yet we believe concentration of
governance scores in the G-3 category for the sector is explained by the high level of entities being
owned by private equity firms, which we believe is a generally moderately negative consideration
for the credit analysis. It only partially reflects some geographic concentration of operations in
higher-risk countries, where we see governance as being relatively weaker, but this is relatively
minor in the global auto sector.

Governance structure (27.9%):

The relevant population for this factor mainly includes auto suppliers controlled by private equity
companies. We assume private equity firms have a finite investment horizon and tend not to
balance different stakeholders' prerogatives (typically debtholders).

Risk management, culture, oversight (19.8%):

The relevant population for this sector is more diversified as it includes both stories of excellence
in executing on strategic planning as well as leaders failing to execute and/or understanding the
impact of market risks.
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ESG Credit Indicators By Issuer

Table 2

ESG Credit Indicators By Issuer For North America

Credit indicator

Issuer E S G ESG credit factors

Auto original equipment manufacturers (OEMs)

Ford Motor Co. E-3 S-2 G-2 Climate transition risks

General Motors Co. E-3 S-2 G-2 Climate transition risks

PACCAR Inc. E-3 S-2 G-1 Climate transition risks; Risk management, culture, and oversight

Tesla Inc. E-1 S-2 G-3 Climate transition risks; Risk management, culture, and oversight;
Governance structure

Auto suppliers

Accuride Corp. E-2 S-2 G-3 Governance structure

Adient plc E-2 S-2 G-2 Climate transition risks

American Axle & Manufacturing Holdings Inc. E-4 S-2 G-2 Climate transition risks

Aptiv PLC E-2 S-1 G-2 Climate transition risks; Health and safety

Autokiniton US Holdings Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

BorgWarner Inc. E-2 S-2 G-1 Climate transition risks; Risk management, culture, and oversight

Clarios Global L.P. E-2 S-2 G-3 Climate transition risks; Risk management, culture, and oversight;
Governance structure

Commercial Vehicle Group Inc. E-2 S-2 G-2 N/A

Cooper-Standard Holdings Inc. E-3 S-2 G-3 Climate transition risks; ; Risk management, culture, and oversight;
Governance structure

Dana Inc. E-3 S-2 G-2 Climate transition risks

Dayco LLC E-3 S-2 G-3 Climate transition risks; Governance structure

EnTrans International LLC E-2 S-2 G-3 Governance structure

First Brands Group LLC E-2 S-2 G-3 Climate transition risks; Governance structure

GC EOS Buyer Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Goodyear Tire & Rubber Co. (The) E-2 S-2 G-2 Climate transition risks

Harman International Industries Inc. E-2 S-2 G-2 Climate transition risks

Holley Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

IXS Holdings Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

K&N Parent Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Lear Corp. E-2 S-2 G-2 Climate transition risks

LKQ Corp. E-2 S-2 G-2 Climate transition risks

Magna International Inc. E-3 S-2 G-2 Climate transition risks

Meritor Inc. E-3 S-2 G-2 Climate transition risks

RC Buyer Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Sensata Technologies B.V. E-2 S-2 G-2 Climate transition risks
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Table 2

ESG Credit Indicators By Issuer For North America (cont.)

Credit indicator

Issuer E S G ESG credit factors

SK HoldCo LLC E-2 S-2 G-3 Climate transition risks; Governance structure

Stoneridge Inc. E-3 S-2 G-2 Climate transition risks

Superior Industries International Inc. E-2 S-2 G-2 Climate transition risks

TI Fluid Systems plc E-3 S-2 G-2 Climate transition risks

Tenneco Inc. E-4 S-2 G-3 Climate transition risks; Risk management, culture, and oversight;
Governance structure

Truck Hero Holdings Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

UC Holdings Inc. E-2 S-2 G-4 Governance structure

USF Holdings LLC E-2 S-2 G-3 Governance structure

Visteon Corp. E-2 S-2 G-2 N/A

Wabash National Corp. E-2 S-2 G-2 N/A

Wheel Pros Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Auto retailers, distributors, and services

American Tire Distributors Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Asbury Automotive Group Inc. E-2 S-2 G-2 Climate transition risks

AutoNation Inc. E-2 S-2 G-2 Climate transition risks

Carvana Co. E-2 S-2 G-3 Climate transition risks; Governance structure

Dealer Tire LLC E-2 S-2 G-3 Climate transition risks; Governance structure

FleetPride Inc. E-2 S-2 G-3 Governance structure

Group 1 Automotive Inc. E-2 S-2 G-2 Climate transition risks

IAA Inc. E-2 S-2 G-2 Climate transition risks

KAR Auction Services Inc. E-2 S-2 G-2 Climate transition risks

Ken Garff Automotive LLC E-2 S-2 G-2 Climate transition risks

LCM Investments Holdings II LLC E-2 S-2 G-2 Climate transition risks

Lithia Motors Inc. E-2 S-2 G-2 Climate transition risks

Penske Automotive Group Inc. E-2 S-2 G-2 Climate transition risks

Sonic Automotive Inc. E-2 S-2 G-2 Climate transition risks

TPro Acquisition Corp. E-2 S-2 G-3 Governance structure

Wand NewCo 3 Inc. E-2 S-2 G-3 Climate transition risks; Governance structure

Table 3

ESG Credit Indicators By Issuer For Latin America

Credit indicator

Issuer E S G ESG credit factors

Auto suppliers

Iochpe-Maxion S.A. E-3 S-2 G-2 Climate transition risks
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Table 3

ESG Credit Indicators By Issuer For Latin America (cont.)

Credit indicator

Issuer E S G ESG credit factors

Metalsa S.A. de C.V. E-3 S-2 G-2 Climate transition risks

Nemak S.A.B. de C.V. E-3 S-2 G-2 Climate transition risks

Randon S.A. Implementos E Participacoes E-3 S-2 G-2 Climate transition risks

Tupy S.A. E-3 S-2 G-2 Climate transition risks

Table 4

ESG Credit Indicators By Issuer For Europe, The Middle East, And Africa

Credit indicator

Issuer E S G ESG credit factors

Auto original equipment manufacturers (OEMs)

AB Volvo E-3 S-2 G-1 Climate transition risks; risk management, culture, and
oversight

Aston Martin Holdings (UK) Ltd. E-3 S-2 G-5 Climate transition risks; risk management, culture, and
oversight

BMW AG E-3 S-2 G-2 Climate transition risks

Daimler AG E-3 S-2 G-2 Climate transition risks

Daimler Truck Holding AG E-3 S-2 G-2 Climate transition risks

Jaguar Land Rover Automotive PLC E-4 S-2 G-2 Climate transition risks

McLaren Group Ltd. E-3 S-2 G-3 Climate transition risks; risk management, culture, and
oversight

Piaggio & C. SpA E-3 S-2 G-2 Climate transition risks

Renault S.A. E-3 S-2 G-3 Climate transition risks; risk management, culture, and
oversight

Scania AB (publ.) E-3 S-2 G-2 Climate transition risks

Stellantis N.V. E-3 S-2 G-2 Climate transition risks

Traton SE E-3 G-2 S-2 Climate transition risks

UzAuto Motors JSC E-2 S-2 G-4 Other governance factors

Volkswagen AG E-3 S-2 G-3 Climate transition risks; risk management, culture, and
oversight

Volvo Car AB E-3 S-2 G-2 Climate transition risks

Auto suppliers

Adler Pelzer Holding GmbH E-2 S-2 G-4 Transparency and reporting

Autoliv Inc. E-2 S-2 G-2 N/A

Bright Bidco B.V. E-2 S-2 G-3 Governance structure

Compagnie Generale des Etablissements Michelin
S.C.A.

E-2 S-2 G-1 Waste and pollution; risk management, culture, and
oversight

Continental AG E-2 S-2 G-2 N/A

Faurecia SE E-2 S-2 G-2 N/A
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Table 4

ESG Credit Indicators By Issuer For Europe, The Middle East, And Africa (cont.)

Credit indicator

Issuer E S G ESG credit factors

GKN Holdings Ltd. E-3 S-3 G-2 Climate transition risks; health and safety

Garrett Motion Inc. E-4 S-2 G-3 Climate transition risks; governance structure

Gestamp Automoción S.A. E-2 S-2 G-2 N/A

Grupo Antolin-Irausa S.A.U. E-2 S-2 G-2 N/A

Kongsberg Automotive ASA E-3 S-2 G-2 Climate transition risks

Leather S.p.A. E-2 S-2 G-3 Governance structure

Parts Holding Europe SAS E-2 S-2 G-3 Governance structure

Robert Bosch GmbH E-3 S-2 G-2 Climate transition risks

Samvardhana Motherson Automotive Systems
Group B.V.

E-2 S-2 G-3 Other governance factors

Schaeffler AG E-3 S-2 G-2 Climate transition risks

Standard Profil Automotive GmbH E-2 S-2 G-3 Governance structure

Valeo S.E. E-2 S-2 G-2 N/A

ZF Friedrichshafen AG E-2 S-2 G-2 N/A

N/A--Not applicable.

Table 5

ESG Credit Indicators By Issuer For Asia-Pacific

Credit indicator

Issuer E S G ESG credit factors

Auto original equipment manufacturers (OEMs)

BAIC Motor Corp. Ltd. E-3 S-2 G-2 Climate transition risks

Beijing Automotive Group Co. Ltd. E-3 S-2 G-2 Climate transition risks

China FAW Group Co. Ltd. E-3 S-2 G-2 Climate transition risks

Dongfeng Motor Group Co. Ltd. E-3 S-2 G-2 Climate transition risks

Geely Automobile Holdings Ltd. E-3 S-2 G-2 Climate transition risks

Honda Motor Co. Ltd. E-3 S-2 G-2 Climate transition risks

Hyundai Motor Co. E-3 S-3 G-2 Climate transition risks; Social capital; Health and safety

Kia Corp. E-3 S-3 G-2 Climate transition risks; Social capital; Health and safety

Mitsubishi Motors Corp. E-3 S-2 G-3 Climate transition risks; Risk management, culture, and oversight

Nissan Motor Co. Ltd. E-3 S-2 G-4 Climate transition risks; Risk management, culture, and oversight; Governance
structure;

Tata Motors Ltd. E-4 S-2 G-2 Climate transition risks

Toyota Motor Corp. E-3 S-2 G-1 Climate transition risks; Risk management, culture, and oversight

Yulon Motor Co. Ltd. E-3 S-2 G-2 Climate transition risks

Zhejiang Geely Holding Group Co. Ltd. E-3 S-2 G-3 Climate transition risks; Governance structure; Transparency and reporting
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Table 5

ESG Credit Indicators By Issuer For Asia-Pacific (cont.)

Credit indicator

Issuer E S G ESG credit factors

Auto suppliers

Aisin Corp. E-3 S-2 G-2 Climate transition risks

Bridgestone Corp. E-2 S-2 G-1 Climate transition risks; Risk management, culture, and oversight

Cheng Shin Rubber Ind. Co. Ltd. E-2 S-2 G-2 Waste and pollution; Climate transition risks.

Contemporary Amperex Technology Co. Ltd. E-1 S-2 G-2 Climate transition risks; Waste and pollution

Denso Corp. E-2 S-2 G-1 Climate transition risks; Risk management, culture, and oversight; Governance
structure

Hankook Tire & Technology Co. Ltd. E-2 S-2 G-3 Climate transition risks; Risk management, culture, and oversight

Hyundai Mobis Co. Ltd. E-3 S-2 G-2 Climate transition risks

Johnson Electric Holdings Ltd. E-2 S-2 G-2 Climate transition risks

Nexteer Automotive Group Ltd. E-3 S-2 G-3 Climate transition risks; Risk management, culture, and oversight

PT Gajah Tunggal Tbk. E-2 S-2 G-5 Climate transition risks; governance structure; risk management, culture, and
oversight; transparency and reporting

Toyota Industries Corp. E-2 S-2 G-2 Climate transition risks

Yanfeng International Automotive
Technology Co. Ltd.

E-2 S-2 G-2 Climate transition risks

To view ESG credit indicator comments for each issuer, investors may visit RatingsDirect
(http://www.ratingsdirect.com). ESG credit indicator comments are also available for issuers on
Ratings360 (https://platform.ratings360.spglobal.com).

This report does not constitute a rating action.
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