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1 China’s role in the world economy 
and latest developments

Agenda

China’s Automotive Industry2

About MSM3
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1

MSM overview of the Chinese economy

GIANT EMERGING 
ECONOMY

STRONGER
CURRENCY

� GDP (purchasing power parity) - 6,992 Bln USD (2007 e st.) - Rank No. 2 

� GDP 2007 (official exchange rate)  3,251 Bln USD 

� GDP per Cap.:  2,454 USD ----- With the largest popu lation 1.3Bln

� Regime: Managed Exchange-Rate System

� RMB has appreciated 15% against U.S. Dollar since J uly 2005

� Spot Rate: 7.05 RMB/USD 10.99 RMB/Euro (20 Mar. 200 8)

MAJOR PLAYER IN 
GLOBAL TRADE 

� Trade Surplus: 262 Bln USD 

� Export: 1,218 Bln USD -----Share in world 2006: 8.0 2%, Rank: No.3

� Import: 956 Bln USD ----- Share in world 2006: 6.38% , Rank: No.3

� FDI: 82.7 Bln USD, Total Reserve: 1,530 Bln USD

FAST GROWING
OUTPUT

� GDP real growth: 11.4%  ----- Compared to world: 5.2 % in 2007 est.

� Real domestic demand growth ----- 9.5% in 2007

MSM – Your strategic partner for China
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1

China’s strong economic growth will continue

Unit�ÖRMB Bln.
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Strong GDP growth and rising household wealth in 19 92�É�É�É�É2007

China’s growth will continue to outpace other large  economies in the next two years
Unit�ÖUS $ Bln.

MSM – Your strategic partner for China
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1

… with increasing influence on the world economy

MSM – Your strategic partner for China
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1

Market-oriented reform has been progressing steadil y

GDP per capita 
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GDP per capita increased to $2,450 in 2007

US $ per capita

MSM – Your strategic partner for China
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… achieving higher level of industrialization and urb anization

MSM – Your strategic partner for China
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… and profound progress in ownership diversification  and SOE reform

MSM – Your strategic partner for China
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China’s demographic trend changes and will challeng es future growth

The percentage of Age 35-54 group  in population

Baby boomers 
entering “golden 

age”

Baby boomers 
retiring

MSM – Your strategic partner for China
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Environmental challenges of China’s economic develo pment

China’s environmental performance 2007-2008
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MSM – Your strategic partner for China
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Dramatic swift in China’s economic climate in the l ast six weeks

MSM – Your strategic Partner for China

Car

� Inflation rose dramatically in the past months

� Consequently much tighter monetary measures are exp ected by China’s central 

bank

� Dramatic down-turn of China’s equity markets

� First signs of weakening of China’s housing & real- estate markets 

� Substantial hit of China’s export business by RMB a ppreciation

� Reduction of GDP growth forecast for 2008 from an e stimated 

11% to ca. 8,5% (Source: CICC)

China’s inflation & GDP est. 2008 (revised)

1
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Consequences for current foreign OEM’s acquisition/ growth activities in the 
PRC

MSM – Your strategic Partner for China

Car

Potential targets/JV partners might face difficulti es to finance the joint projects

Potential partners will insist even more to develop  overseas markets due to more 
difficult domestic market conditions

Due to limited monetary liquidity, commercial custo mers will pay even more 
attention to product pricing

NDRC decided internally to gradually cut oil/gas/en ergy subsidies and first 
increases of gas/petrol prices have been seen last week

Current economic climate will speed up the consolid ation process in China’s OEM 
industry

Chinese OEM’s will be in weaker negotiation positio n due to their limited financial 
strength and increasing dependence on new export op portunities

Take-over scenarios are more likely due to consolid ation process, decreasing price 
expectations, and weaker equity markets

Implications for foreign OEMs

1
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China’s role in the world economy 
and latest developments

Agenda

China’s Automotive Industry

About MSM3
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According to MSM research and interviews in the Chi nese automotive 
industry bears several growth opportunities for for eign OEMs

Car

� The passenger car market bears large growth potenti al, especially in the small 
and compact value-for-money car segment (current do uble GPD growth).

� The commercial vehicle segment is dominated by ligh t trucks, which are 
growing 13%.

� The export market demand also is becoming a mayor g rowth driver for the 
Chinese automotive supplier industry, as the suppli er industry is increasing 
their production and assembly capacities for automo tive spare parts with an 
advanced technological content.*)

� Although the capacities have been increasing signif icantly it’s growth has 
been mainly absorbed by the local demand.

*) main exports of parts & components to USA, Japan , Vietnam & Emerging 
markets

Executive Summary – China’s automotive industry

2MSM – Your strategic partner for China
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China’s Automobile Industry in a Strong, Stable Gro wth Phase (1/2)

2MSM – Your strategic partner for China
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Source �Ö�Ö�Ö�ÖChina Automotive Industry Newsletter of Production &Sales
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China’s Automobile Industry in a Strong, Stable Gro wth Phase (2/2)

2MSM – Your strategic partner for China
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China’s automotive industry evolves around two mayo r markets; the 
passenger vehicles and commercial trucks & buses

Light passenger bus(length < 7m)

Large passenger bus (length > 10m)

Mid-sized passenger bus
(10m>length > 7m)

Passenger cars

Passenge
r bus

Truck

China’s OEMs

Heavy truck 
(total weight > 14 ton)

Mid-sized truck 
(6 ton< total weight < 14 ton)

Light truck (total weight < 6 ton)

Small car

SUV

MPV

High class (displacement>2.6L)

Mid-high class 
(displacement>2.3L)

Mid-class
(1.6L<displacement<2.3L)

Mid-low class
(1.3L<displacement<1.8L)

Low class (displacement<1.3L)

Commercial 

vehicles

Minibus

Sources: China Automotive Industry Year Book, MSM Analysis

2MSM – Your strategic partner for China
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Passenger car segment is the main driver of the aut omotive sector 

0

1.000.000

2.000.000
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Cars MPV SUV Minibus

� Passenger car production went up 24% in 2007 and is expected to grow 17% in 2008
� MPV production rose by 18% and is expected to grow by 20% in 2008.
� SUV production grew by 50% in 2007 and is expected to decrease, reaching a growth rate of 30%, 
� Minibus production resembled a 7,6% growth in 2007 and is expected to decrease to 5% 

of growth in the next 2 years 

2MSM – Your strategic partner for China
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Production volume in 2007 and respective market sha res

China‘s „national champions“ are dominating the autom otive sector

Sources: MSM analysis 2008

2MSM – Your strategic partner for China
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Automobile Ownership Rising Rapidly with China’s Pe r Capita GDP

2MSM – Your strategic partner for China
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China’s Automobile Industry Faces Important Opportu nities

2MSM – Your strategic partner for China
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Competitive Landscape in China’s Automobile Market Still Unstable 

2MSM – Your strategic partner for China
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Export Is a Key Growth Driver for China’s Automobil e Industry

2MSM – Your strategic partner for China
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China’s automotive manufacturer’s gross & net profi ts

China‘s OEMs have had stable profit rates over the last two y ears

Sources: MSM analysis 2008

2MSM – Your strategic partner for China
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China’s OEM profit development

China‘s OEMs have substantially increased their pro fits

Sources: MSM analysis 2008

2MSM – Your strategic partner for China
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Global top 10 truck production countries 2006

In terms of sold units China is a leading manufactu rer of trucks

Sources: Customs, National Bureau of Statistics, MSM Analysis

1000 units

China Japan USA India Germany Brazil Mexico Russia Spain Canada

2MSM – Your strategic partner for China
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Global top truck manufacturers 2006

China’s truck manufacturers belong today to the top  10 worldwide in terms 
of produced units

Sources: Customs, National Bureau of Statistics, MSM Analysis

2MSM – Your strategic partner for China
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China Heavy Truck Corporation, FAW and Dongfeng sti ll dominate the 
Chinese commercial vehicle market with a total mark et share of about 60%

Sources: MSM analysis 2008

DongfengChina Heavy Truck

Foton

North Benz Others

FAW

Shaanxi Heavy Truck

Chongqing Hongyan

Market share distribution in 2007

Market share of Chinese commercial vehicles manufac turers in 2007

2MSM – Your strategic partner for China
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China is one of the world leaders in commercial veh icle production

0

200.000
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Heavy Truck Medium Truck Light Truck Mini Truck Large Bus Medium Bus Light Bus

� Light trucks are dominating the commercial vehicles segment

� Decrease in growth for heavy truck and medium truck expected; growth of all types of 
busses are expected to increase by 20%.

2MSM – Your strategic partner for China
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Correlation analysis of heavy truck sales & GDP gro wth in China

The average sales growth rate of medium and heavy t rucks has recently 
topped the GDP growth rate

Sources: MSM analysis 2008

2MSM – Your strategic partner for China
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Truck annual sales forecast in China & increase in trend forecast

China’s truck sales will continue to grow substanti ally

Sources: Customs, National Bureau of Statistics, MSM Analysis

Heavy truck sales Increase in sales10k units

2MSM – Your strategic partner for China
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Forecast of monthly sales and growth trend for 2008

After the growth period in 2007 a decline of sales growth can be expected 
for 2008 (heavy-trucks)

Sources: Customs, National Bureau of Statistics, MSM Analysis

Decrease period Decrease periodIncrease period

Monthly sales

In 1k units

2MSM – Your strategic partner for China
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There will be a strong market growth for heavy and light trucks until 2015

Source: MSM research 2008

1  Mini
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-2.4%
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MSM – Your strategic partner for China 2
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The heavy-trucks “value for money” sector will incre ase the most until 2015

China heavy-truck development outlook

Main drivers 

� Increasing 
amount of fleet 
customers

� Emissions 
standards

� Improving 
infrastructure

� Overloading 
regulations

� Rising energy 
prices

*  Transaction prices incl. VAT for chassis with dr iver‘s cab. Excl. Body: 
assumed exchange rate 1 � = 10RMB

**  > 14t excl. Exports, new vehicles only

Source: MSM research & China Truck Organization, Ch ina Automotive Info Net

Price class*
in � '000

Annual sales of heavy-trucks 
in China** in '000 units

Annual growth
in % / average 

2006 2012 2015 2006 - 2015

Premium
> 100 0,2 0,7 0,9 18

= 1265-100 2 4,4 5,2 11
50-65 2,1 5 5,7 12

Value for 
money

45-50 0,9 2,1 2,4 12

= 1540-45 1,1 2,5 2,9 12
35-40 15,4 33,6 46,5 13
30-35 22,1 64,6 91,7 17

Low-end
25-30 83,9 177,3 216,8 11

= 320-25 148,2 126,5 97,3 -5
< 20 13,8 0 0 -100

Total demand 290 417 469

MSM – Your strategic partner for China 2
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The Sales value of the segment parts & accessories is increasing
enormously

Sales Value of Parts & Accessories 1993-2006 (in 
RMB bn)
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+57%

2MSM – Your strategic partner for China
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Sales volume of automotive parts

Substantial increases in sales and gross profit of China‘s parts industry 
can be seen over the last seven years

Sources: MSM analysis 2008

2MSM – Your strategic partner for China
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China’s profit rate in the automotive parts busines s

China‘s automotive parts industry entered into a st able growth phase

Sources: MSM analysis 2008

2MSM – Your strategic partner for China



���� � ������� � 	��	
�� � ����
�
�	 
 �����	��� 37

Export volume & import/export balance

China‘s exports of automotive parts succeeded the i mports for the first time 
in 2007

Sources: MSM analysis 2008

2MSM – Your strategic partner for China



���� � ������� � 	��	
�� � ����
�
�	 
 �����	��� 38

Export is already a key growth driver for China’s a utomobile industry

Export will be a key 
development direction for 
Chinese automobile 
companies, especially 
those with their own 
brands. 

Main export markets are 
emerging regions such as 
Far East Asia, Africa, Latin 
America and particularly 
Eastern Europe.

Chinese OEMs starting to 
setup CKD productions in 
Malaysia, Indonesia, 
Ukraine and Russia.
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Total automotive export production
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Historical total automobile and sedan export data

2MSM – Your strategic partner for China



���� � ������� � 	��	
�� � ����
�
�	 
 �����	��� 39
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Export value

China’s auto parts exports to all continents from 2 002 to 2006

Comments

� From 2002 to 2006, China's export of auto parts 

to all continents showed a growing trend. And 

exports to North America, Europe and Asia, 

accounted for a large proportion of total exports.

� Automotive industries of countries and regions in 

the United States, Europe, Japan, South Korea 

have always been quite developed, and 

generated large demands for auto parts from 

China. China’s exports to Europe grew very 

significantly by an annual growth rate of almost 

100%.

� Exports to Africa, Latin America and other 

regions with auto parts demands also started to 

grow since 2004.

Sources: Customs, National Bureau of Statistics, MSM Analysis

2MSM – Your strategic partner for China
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China’s OEMs and part manufacturers still only inve st small amounts in
innovation and research

Expenses on R&D 2000-2006 (in RMB bn)
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2MSM – Your strategic partner for China
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China’s role in the world economy 
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China’s Automotive Industry

About MSM3
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MSM – Your strategic partner for China

Our value proposition is the key to your success

Our value proposition 
is to work as an …

independent management consultancy that …

tackles the strategic challenges from a pragmatic a nd operational 
point of view …

understands the strategic impact of Asia and China …

brings innovative thinking to work …

has a high industry expertise, and …

works "side by side" to make change happen.

3
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MSM – Your strategic partner for China

Strategy Development Case Example

MSM has successfully developed several China strate gies for leading 
European companies 

� China strategy and positioning 
� Organizational redesign with improved performance
� Cooperation structure and partnership options for j oint 

market entry / new business/ acquisition / Greenfie ld 
approach

� Market potential and competitor 
analysis

� Key success factor evaluation 
and corporate performance 
assessment

� Business unit strategy and 
corporate portfolio valuation 
along strategic fit and market 
attractivity

� Development of organizational 
design and business unit 
alignment and transformation

� Development of management
leadership principles

� Process mapping

Results and Benefits

3
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MSM – Your strategic partner for China

Intercultural integration Management

The strong intercultural differences call for a sol id and well organized 
integration management system

� Intercultural change
� Performance measurement tools
� Intercultural & internal communication concept
� Train-the-trainer & coaching concepts

� Understanding the key cultural 
challenges

� Change Management
� Internal cultural & communication 

issues
� Identification & selection of foreign 

service employees
� Cultural integration of joint venture 

partners
� Preparation & training measures
� International personnel 

development programs
� Re-integration procedures 

for foreign experts

MSM Approach

What you 
see

What you 
assume

What you 
assume

What you need 
to know

What you need 
to know

Politics, structures, processes

Routines

e.g. incentives mechanism, controlling and 
budgeting regulations, planning process, job 
description, promotion guidelines

e.g. risk attitude, accuracy of planning, cost 
orientation, working mind set

Personal views, mental models, 
estimations
e.g. "younger employees need to learn first 
before promotion; females could not lead unit 
xyz, "I don't care about budgets"

Results and Benefits

3

Case Example
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MSM – Your strategic partner for China

Gov. Relations & Communication Case Example

MSM’s unique network and experience in government r elations & lobbying 
are the key to success for your enterprise in the P R China

� Clear GR & communications Roadmap & Action-plan
� CEO coaching & preparation of key staff
� Communication rules and responsibilities
� China Government Relations and Lobbying strategy
� GR- building & Monitoring system
� Pro-active lobbying & Joint initiatives 

Government Relations
� Understanding the main drivers 
� Building up personal networks
� Set-up Communication strategy and 

action plans
� Monitoring system
� Pro-active Lobbying
� Build up internal attention to GR

Communication Policy
� Control external communication
� Provide aligned internal 

communication 
procedures

Results and Benefits

3
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MSM – Your strategic partner for China

MSM’s M&A support Case Example

MSM supports it’s clients during the whole M&A proc ess from preparation, 
target identification, negotiations, transitional- &  post merger integration (PMI)

� Clear and actual information from key experts of th e 
relevant Chinese authorities, institutions & indust ries

� Reliable preparation, support for negotiations
� Trustworthy feasibility study & due diligence
� Understand administrative measures and processes

Wholistic side-by-side approach
� Understand the market/sector
� Understand the demographical, 

political and logistic requirements 
and circumstances

� Screen for potential partners
� Conduct feasibility study and 

commercial due diligence
� Understand administrative measures 

and processes in China
� Identify and negotiate transitional

management and general HR
implications

� Set-up appropriate 
government
relations

� PMI

Results and Benefits

3
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MSM – Your strategic partner for China

MSM has a deep understanding of its clients interes ts, the Chinese M&A 
environment and broad experiences of the approval p rocess in China

3

MSM’s China in- and out bound M&A expertise

Global best 
practices

As an consulting company  with 
international practice, MSM fully 
implemented and strictly follows 
global best practices. We are 
capable of providing top-quality 
services according to 
international standard s

for our clients. 

In-depth understanding 
of German & Chinese 
business culture
MSM has been providing 
extensive advisory services to 
German and Chinese 
enterprises. MSM has in depth 
understanding of the culture and 
expectations of German and 

Chinese clients, particularly 
large & medium sized 

enterprises.

Advantages in obtaining 
regulatory approvals in 

China 

MSM has accumulated extensive 
experience in obtaining 

domestic regulatory approvals.  
MSM maintains strong  

relationship s with 
administrative bodies 

at all levels.

German clients’ long-term 
interests are our priority

We place our clients’ long-term 
interests above the outcome of 

any single deal, and unifying our 
interest with the protection of 

clients’ interest 
MSM’s unique 

advantages 
in assisting 

German 
enterprises in 
cross-border 

M&A
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MSM – Your strategic partner for China

Development of  sustainable M&A strategies need to be based on a broad 
understanding 

Custom
M&A 

Strategy

3

The enterprise's strategic 
positioning & the 
need to grow 

Characteristics & long-term growth 
trends of the industry

M&A opportunities & 
competitive landscape

The enterprise’s 
financial strength & financing strategy

Deal execution 
capability of the enterprise

Post-merger integration 
& operation management 

capabilities 
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MSM – Your strategic partner for China

M&A service overview/approach

3

• Macro analysis: The 
country has the 
economic growth 
potential and political 
stability 

• Industry growth 
prospects: The industry 
is in early-stage of 
development and has 
good growth potential.

• Acquisition target: The 
target is in the leading 
or competitive position 
in the local market and 
offer strategic 
value/synergies to the 
acquirer

Target analysis Deal structure 
design Valuation Negotiation Approval/ 

Public Relation

S
uc

ce
ss

 fa
ct

or
s 

to
 

ex
ec

ut
io

n

• Conforms to laws and 
regulations of PRC and 
those in the target’s home 
country

• In line with the strategic 
goal of the deal

• Has certain feasibility and 
gain support from all 
stakeholders

• Advantageous to post-deal 
management

• Value target with international 
convention methods based on 
in-depth due diligence, prudent 
estimate of synergies and 
consideration of all risk factors.  
Avoid over-optimism and avoid 
paying high premium. 

• To avoid overburden of the 
acquirer, an appropriate payment 
method should be chosen based 
on the acquirer's strength, 
financial position and future 
growth plans as well as capital 
market conditions.  

• Clear negotiation 
strategies and objectives

• Appropriate use of 
negotiation strategies 
and tactics to achieve the 
most favorable terms 

• Maintain flexibility as 
necessary based on 
circumstances 

• Thorough 
understanding of 
required approvals and 
the communication 
necessary to obtain 
them.  

• Obtaining supports 
from domestic 
regulators 

• Seek positive response 
from the capital market 
and media

M
S

M
’s

 r
ol

es

• Systematically form a set 
of target selection 
criteria 

• Assist client to analyze 
and identify potential 
targets

• Design an appropriate deal 
structure
- In line with the client’s 

strategic objectives
- Flexible yet complies with 

laws and regulations 
- Minimize costs
- Conducive to execution 

and post-merger 
integration

• Design an appropriate 
corporate governance 
structure
- Conducive to operation 

management and long-
term growth

• In depth understanding of 
target’s operating conditions 
and environment; properly value 
the target 

• Minimize the gaps of valuation 
methods, assumptions and 
valuation results between two 
parties 

• Use internationally accepted 
valuation methods and prudently 
assess the potential synergies 
between the acquirer and the 
target 

• Offer extensive 
experience in M&A 
negotiation 

• Understand the priorities 
and constraints of the 
other party; assist client 
to formulate negotiation 
strategies

• Explore different 
communication channels 
to assist both parties to 
communicate and drive 
the negotiation progress  

• Obtain endorsement 
from the Chinese 
government and 
regulators and fully 
communicate with 
them on the 
rationale, structure 
and valuation of the 
deal

• Analyze the approval 
process required by 
the target company

• Formulate PR 
strategies to deal 
with the response 
from capital market 
and media 
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MSM – Your strategic partner for China

MSM’s top consultants have extensive experience hel ping companies enter 
the China market, or conduct China related business es

3
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MSM – Your strategic partner for China


