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The primary markets for HEV's will remain the Triad countries, although the rapidly growing Chinese market
is also expected to exhibit strong demand for these fuel efficient and environmentally friendly vehicles.

HEVs to quickly penetrate
world light vehicle market

Worldwide demand for hybrid-electric ve-
hicles (HEVs) will advance rapidly from
1.6 million units in 2010 to 4.3 million
units in 2015 and then to nearly double
that number by 2020. These fuel efficient
and environmentally friendly vehicles

are expected to quickly penetrate the
world light vehicle market in response to
rising energy demand, which in turn has
led to erratic fuel prices; and increased
emissions regulations worldwide. Cost
disparities between HEVs and conven-
tional light vehicles -- currently esti-
mated at between $1,000 and $3,000

-- are expected to decline as production
volumes increase.

US market to lead gains

Within the Triad countries (i.e., the US,
Western Europe and Japan), the US
market is expected to experience the
highest levels of demand for HEVs, due
to erratic fuel costs, the market’s unique
Corporate Average Fuel Economy
requirements, and the lack of significant
demand for light vehicle diesels beyond
the full-size truck and sport utility vehicle
categories. Despite being less cost-ef-
fective than internal combustion engine
(ICE) vehicles, HEVs have carved out

a niche in the US as a “carbon neutral”’
enabling technology. This niche in part
appears to be animated by the extra cost
associated with the vehicles, especially
regarding HEVs that are both uniquely

North World Light HEV Demand, 2010

America

68% (1.6 million units)

~ Asia/Pacific
B 20%

5| Other Regions
12%

styled and focused on delivering supe-
rior fuel economy. Demand for HEVs in
Europe, where overall light vehicle diesel
demand has already reached 50 percent
of the total market, is expected to be sig-
nificantly lower than in the US. Japan will
see increased demand for HEV's going
forward, as government agencies and
allied associations continue to put tax
and other incentives in place to stimulate
demand. Elsewhere in the Asia/Pacific
region, both China and South Korea are
expected to be strong HEV markets, due
to government interest in dealing with
mobile emissions (China), and because
local production is planned (both China
and South Korea). Other regions of the

world will experience lower HEV demand.
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photo courtesy of Toyota

Mild hybrids to ultimately
predominate industry

Main HEV categories include full hybrids
and mild hybrids. Mild hybrids, which
include technologies such as “stop/start”
systems and belt-driven hybrid assist
systems, are expected ultimately to
predominate in the industry, as these
systems are much easier to quickly
integrate into vehicle lines currently in
production, and are significantly less ex-
pensive than fully integrated full hybrids.
The latest wrinkle in HEV technologies
involves so-called “plug-in” HEVs, which
can provide even greater fuel economy
but face commercialization challenges.

Copyright 2006 The Freedonia Group, Inc.
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Key Products: a hybrid-electric powertrain and the development of a
hydraulic hybrid diesel urban delivery vehicle

Eaton is a global diversified industrial manufacturer. The Com-
pany operates in four segments: Automotive, Fluid Power, Electrical
and Truck.

The Company participates in the world hybrid vehicles industry
through the Truck segment, which had 2005 sales of $2.3 billion. The
segment consists of Eaton’s global operations for the development, pro-
duction and marketing of components and systems for light-, medium-
and heavy-duty trucks.

CHART IV-7

Among Eaton’s hybrid vehicle-related activities is the dq
ment of a hybrid pick-up and delivery vehicle in collaboratiof
FedEx Corporation (Memphis, Tennessee), Environmental Dg
(New York, New York) and the New York State Energy Resed
Development Authority (Albany, New York). Through this al $30,000 - Lower pr
partners are developing hybrid pick-up and delivery vehicles $28,000 |

oo ] o SAMPLE

PRICE/BENEFITS ANALYSIS -- 2006-2007 MODEL YEARS

Copyright 2006 The Freedonia Group, Inc.
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T
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Benefits Index

« Fuel economy & single tank range

« Acceleration & braking

« Passenger/cargo room & resale value

Click here to purchase online
Order now, click here!



http://www.freedoniagroup.com/DocumentDetails.aspx?Referrerid=RM-Bro%StudyID=2108

Study #2108
October 2006

World Hybrid-Electric Vehicles

Industry Study with Forecasts to 2010, 2015 & 2020

$5500
322 Pages

Sample Text, TABLE VII-5
Ta b le & Fo re Cast GERMANY MACROECONOMIC INDICATORS &
LIGHT HYBRID-ELECTRIC VEHICLE SUPPLY & DEMAND
(000 units)
[tem 2000 2005 2010 2015 2020
Population (mil persons) 82.2
GDP (bil 20008) 2074
WESTERN EUROPE GDP/capita 25230 2:
Households (mil units) 38.1
Germany: Light HEV Supply & Demand
Demand for light hybrid-electric vehicles in Germany w vehicle/000 people 43.4
'12015. Demand will be driven by vehicle/000 households 94 S A M P L E
onmentally friendly vehicles in vehicle/mil $ GDP 1.72
s. HEVs compete directly with TA B L E
SA M P L E rmany, which continue to make Light Vehicle Demand 3565 !
rket share. Furthermore, curren| percent hybrid -
TEXT s, including the Toyota PRIUS,
some interested buyers. Howev{  Hybrid Light Vehicle Demand neg
sing numbers of higher-income
e GS450H, introduced in mid-200 net exports & sales from inventory --
to be strong. Toyota also planned to introduce its CAMRY H
Germany later in 2006. Hybrid Light Vehicle Production neg

Page 6

The Toyota PRIUS HEV was the first hybrid introduced i
many, in February 2001. It was basically the same car as was introduced
in the United States. Toyota has since introduced in Germany the second
generation PRIUS, which is reportedly seeing strong demand and long
waiting lists. Furthermore, the engineering of the second generation
PRIUS was honored by the UKIP Media & Events Automotive Maga-
zines, which awarded the vehicle the best new engine category in the
International Engine of the Year 2004 competition. The powerplant later
won the 1.4 liter to 1.8 liter engine and best fuel economy categories for
2005. That same year, Honda’s INSIGHT won the sub-1 liter category.

PRIUS prices have been somewhat high in Germany compared to
the prices of comparable diesel and spark ignition vehicles, which has
suppressed demand somewhat. Still, there is a healthy “underground”
of hybrid enthusiasts in the country, who actively spot cars on the road
and share the latest information regarding HEVs on the Internet, which is
helping to spread the word in viral marketing terms. Early PRIUS adopt-
ers in Germany (and in Western Europe in general) tend to value the

144 Copyright 2006 The Freedonia Group, Inc.
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“Production of light HEVs in Germany
is expected to reach 130,000 units

in 2015, as local automakers increase
their focus on the technology. Pro-
duction is expected to include smaller
efficiency-focused HEVs such as those
planned by Volkswagen and PSA Peu-
geot Citroén, as well as high-priced
luxury and performance-oriented
vehicles. For example, in January
2005, DaimlerChrysler unveiled a
hybrid version of the MERCEDES-BENZ
line-topping S-CLASS sedan. Equipped
witha ...”

--Section VII, pg. 146
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INDUSTRY MARKET RESEARCH FOR BUSINESS LEADERS, STRATEGISTS, DECISION MAKERS

OTHER STUDIES

Automotive Repair &
Maintenance Services

The US automotive repair and maintenance market
will grow over 4% per year, based on a robust do-it-
for-me (DIFM) industry gaining market share on the
do-it-yourself (DIY) segment. DIFM will benefit from
an expanding light vehicle park, increasing complex-
ity of light vehicles, and rising new vehicle prices that
stimulate used vehicle purchases and repairs. This
study analyzes the US automotive repair and mainte-
nance industry to 2010 and 2015 by provider. It also
details market share and profiles major firms.
H#2146.....cuuunennnn..n. 01/2007.......cccuuuuennn... $4400

Automotive Aftermarket
in North America

The North American automotive aftermarket for light
vehicle parts will grow 3.5% annually through 2010.
Growth will be driven by an expanding light vehicle
park, increasing light vehicle complexity, and rising
prices for new cars and light trucks, which stimulate
used vehicle purchases. This study analyzes the
North American automotive aftermarket parts industry
to 2010 and 2015 by product and country. The study
also considers market environment factors, estimates
company market share and profiles leading players.
{282 coo0000000000000000 11/2006..................... $4400

World Buses

The global market for buses will grow 4.2% annually
through 2010. Gains will be driven by rising fuel
prices, the establishment of bus rapid transit systems
and busways, and limits on private car and motor-
cycle use in congested and polluted cities. China

will remain the largest national market and offer the
best growth opportunities. This study analyzes the
286,000-unit world bus industry to 2010 and 2015 by
type, world region and for 20 countries. It also evalu-
ates market share and profiles major players.

#2084 c...veuunennnnnnn. 08/2006..........cccuuuu.... $5300

Medium- and Heavy-Duty
Truck Aftermarket

The US medium- and heavy-duty (MD/HD) truck
aftermarket will rise 3.9% yearly through 2010. New
emissions controls--especially those mandated for
diesel engines--will provide opportunities, while elec-
tronic components will lead gains. In-house service
performers will remain dominant, while outsourced
providers will also maintain their shares. This study
analyzes the $10 billion US MD/HD truck aftermarket
to 2010 and 2015 by product and performer. It also
details market share and profiles major players
#2063 .....cccucunene.n. 05/2006..................... $4200

Hybrid Electric Vehicles &
Competing Automotive Powerplants

US demand for hybrid-electric and diesel internal
combustion engines (ICEs) will grow at double-digit
annual rates through 2009 from a small base. Mild
hybrid ICEs will grow at a triple-digit rates. Fuel cell
powerplants, while promising, must overcome signifi-
cant barriers to reach the mass market. This study
analyzes the 17 million unit (mostly spark ignition) US
automotive powerplant industry to 2009 and 2014 by
type and market. It also evaluates company market
share and profiles leading industry players.

#2025 ....cuueennnnnnn. 01/2006..................... $4200

About The Freedonia Group

The Freedonia Group, Inc., is a leading international industry market research com-
pany that provides its clients with information and analysis needed to make informed
strategic decisions for their businesses. Studies help clients identify business oppor-
tunities, develop strategies, make investment decisions and evaluate opportunities
and threats. Freedonia research is designed to deliver unibiased views and reliable
outlooks to assist clients in making the right decisions. Freedonia capitalizes on

the resources of its proprietary in-house research team of experienced economists,
professional analysts, industry researchers and editorial groups. Freedonia covers a
diverse group of industries throughout the United States, the emerging China mar-
ket, and other world markets. Industries analyzed by Freedonia include:

» Chemicals * Plastics * Life Sciences * Packaging * Building Materials « Security

& Electronics ¢ Industrial Components & Equipment * Automotive & Transportation
Equipment ¢« Household Goods * Energy/Power Equipment

Click here to learn more about Freedonia

Freedonia Custom Research

Freedonia Custom Research delivers the same high quality, thorough and unbiased
assessment of an industry or market as an industry study. Since the research initia-
tive is based upon a company’s specific needs, companies harness Freedonia’s
research capabilities and resources to answer unique questions. When you leverage
the results of a Freedonia Custom Research engagement, you are able to obtain
important answers to specific questions and issues associated with: mergers and
acquisitions, new product launches/development, geographic expansion, entry into
new markets, strategic business planning, and investment and funding decisions.

Freedonia Custom Research is ideal for companies seeking to make a strategic dif-
ference in the status quo and focus on future business growth. Working side by side
with clients, Freedonia’s team is able to define a research project that is custom-tai-
lored to answer specific questions and provide the basis from which a company can

make informed business decisions.
Click here to learn more about Custom Research
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