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Abstract:
This work project aims to determine the current fair stock price valuation of the German

carmaker Mercedes-Benz by forecasting the future free cash flows of the company. The
projections are based on a comprehensive company and automotive industry analysis, which
discusses the macroeconomic environment, Mercedes-Benz’s strategy, historic financials,
leadership team and business model, as well as the industry’s current trends and challenges.
The intrinsic valuation is complemented by a multiples valuation as well as an ESG analysis.
In total, the analysis identifies a buy recommendation with upside potential of 10.55% for the
Mercedes-Benz stock.
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1. Introduction

The purpose of this joint Work Project report is to establish an academic equity
research analysis of the Mercedes-Benz stock. Both intrinsic and relative valuation
methodologies as well as commercial due diligence were employed to identify an
underlying investment thesis for the stock for the end of the Financial Year 2024,

resulting in a “Buy” recommendation with a potential upside of 10.55%.

After gaining insight into the company’s strategy, sustainability positioning, as well
as its historic financial performance, the report focusses on the current global
developments in the automotive industry. Combining the company internal and
industry information, forecasts are presented that determine the future free cash
flows of Mercedes. Using a range of valuation methods and analysis tools, an
intrinsic and relative valuation are obtained, which represent the fundament of our

investment thesis.

This part of the report mainly deals with the sections related to the external factors
influencing the valuation of Mercedes. After discussing the shareholder structure,
ESG strategy and historic financials of Mercedes, a comprehensive industry
overview will be given, highlighting its key trends and challenges as well as
analysing the most important regional markets and competitors. These insights are
enhanced with a SWOT and Porter's Five Forces analysis. Finally, a relative

valuation is conducted based on Mercedes’ competitive peer group.

The other part of the report, composed by Manuel Barbosa Pereira (55593), deals
with the sections related to the internal factors influencing the absolute valuation

of Mercedes by developing a comprehensive financial forecast.



2. Company Overview

2.1 Shareholder Structure

As opposed to the other two German automotive giants Volkswagen and BMW,

Mercedes-Benz is not majorly in family ownership, instead its shareholder base is

Share Data much more fragmented, with a free float of 77.56% compared to 49.51% of BMW

Shares Outstanding 1,069,837,447
thereof Treasury Shares 28,900,000 | and 26.69% of Volkswagen. The two largest equity stakes are held by Chinese

Shares in Free Float 807,336,813
Free Float % 77.56%| companies BAIC Group, which is the 7" largest car manufacturer in China and

Fi 1: Share Dat
<SI%E:§e: COr:;znyavsebsite and Refinitiv) state-owned, and Geely, a multi-brand car manufacturer with 2.8m car sales in
2023 (3" largest in China) with holdings of 9.98% and 9.69% respectively. The
81% 10.0% BAIC Groue only other two investors with a larger than 5% equity stake are the Kuwait
Geely

28.4% SHre ot mvemerIVEStMeENt Authority (5.57%, down from 6.8% in 2023) and Blackrock (5.02%).
A Qf::frlfk While being in such fragmented ownership leads to financial discipline under high

20% . nsiiutionai financial market scrutiny, it also leaves the company vulnerable to a large-scale

Investors
Retail Investors

takeover. Considering that Geely owner Li Shufu was able to quietly take over
Treasury Shares

close to 10% in ownership, it is not unthinkable that altogether, Chinese companies
_ could admit ownership of over 25% and reach a blocking minority — thus making
Figure 2: Shareholder Structure

(Source: Company Website) Mercedes-Benz ultimately an increasingly China-influenced company.

2.2 Environment, Social and Governance

Mercedes-Benz ESG Ratings

Rating Provider  Refinitiv Sustainalytics MSCI

ESG Rating 92 20 A . . : . . . . . .

Industry Ranking 1 Jaeie samaie | With the rising importance of sustainable business practices in public policies and
i I 5°Caligned . . . ., . -

cvronmentalscore 22 S et society, investors are evaluating companies’ sustainability performance as an

Governance Score 94 7.5

Figure 3: MercedesBonz ESG Ratings additional risk factor in their portfolios. Sustainability is measured along three

(Sources listed) pillars — environment, social and governance — and summarized by an overall ESG

Competitor ESG Ratings rating, calculated by different providers. While no rating providers have the same

o besn| s baen” | aan s mesy| Methodology to obtain their ESG ratings, Mercedes-Benz performs among the best

Rating Provider

poreedes o o 4| of all major automobile manufacturers, showcasing clearly defined goals and
Porsche n/a 171 B H H HRH : “ »
Statc oy 15 253 s | Processes to improve sustainability. However, when evaluating the “Controversy
Voswagen ot a oes | Score, the company performs below the industry average, mainly due to past legal
Figure 4: Overview Peer Group ESG Ratings . . . . s .
(Sources listed) problems concerning widespread manipulation of emissions data of Diesel
vehicles around 2015.
* Environment
Scope 1 to 3 emissions
Net Zero per vehicle Nowadays, Mercedes is fully aligned with the goals of the Paris Climate Agreement
Target (in t CO2e)

2023 2yrcacr |for 2050 and the company even strives to reach a carbon-neutral vehicle fleet by

BMW 2050 >11 131%1 5039 according to its “Ambition 2039” target. Not only are the targets ambitious,

Mercedes-Benz 2039 46.5 -2.68%

Porsche 2030 62.7 -0.87%( but many initiatives are already being taken to reduce emissions along the whole
Stellantis 2038 74.3 -3.75% . . . .

Volkswagen 2050 473 1.14%| value chain of automobile production, from sourcing CO2 reduced steel to
Volvo Cars 2040 43.9 -6.02%

Figure 5: Peer Group Environmental implementing green charging solutions, having already achieved an emission

Performance (Sources: Company’s

Sustainability Reports) reduction in production of 18.5% in the last 2 years. However, the viability of the



- —Requirement 2023 - - Target 2025 Target 2030

Figure 6: Peer Group CO2 Fleet Emissions in
EU (in g/km) (2023) (WLTP Measurement)
(Sources: Company’s Sustainability Reports)
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Figure 7: Peer Group Social Sustainability
Performance (2023) (Sources: Company’s
Sustainability Reports)
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Ambition 2039 goal is questionable, as car manufacturers rely on a significant
number of suppliers for the production of a car, which realistically do not follow as
ambitious decarbonization goals as Mercedes does or may not even be able to
fulfil the environmental criteria. So, despite immense power over suppliers by
Mercedes, it is not so straightforward to become one of the carbon-neutral pioneers
along with Stellantis and Polestar (CO2-neutrality targets: 2038 and 2040).
Nevertheless, Mercedes’ highly ambitious goals and actions compared to its main
competitors BMW and Volkswagen Group (COz-neutrality targets: both 2050)
towards emission reduction are beneficial to maintain its high ESG score and instil
investor confidence in the company’s long-term orientation. However, maintaining
a favorable ESG score in the long-term will highly depend on continuing to follow

the electrification strategy and investing in emission-free production capabilities.
=  Social

Mercedes-Benz, along with its main European-based competitors, score relatively
high in the Social pillar, as can be expected for companies that are based in a very
employee friendly and regulated region. One of the main initiatives for Mercedes
employees is the “Sustainable People Plan” which aims to help adapt the
workforce to the new skills needed in the continuously transforming automotive
industry. This initiative has led to an increase of 19% in training hours to 2.3m in
the last year. Furthermore, the plan encompasses the goal to reach 30% women

in senior management positions, compared to 25.7% in 2023 and 20.5% in 2020.

Additionally, Mercedes sees itself as a contributor to society and urban mobility
through its development of autonomous driving and car safety standards, as well

as through expansion of its charging network.
= Governance

A high score in Governance is what sets Mercedes apart from its competitors. A
high share of females in the board (37.5%) as well as strong processes that
promote the focus on the company’s long-term sustainability and integrity are
factors that play into this dominant rating. In its organizational structure, Renata
Jungo Briingger is a member of the board and responsible for integrity, governance
and sustainability and therefore leads the Group Sustainability Committee. This
makes her the only board member at one of the large publicly held German

automakers to hold a board position that focusses on sustainability.

Furthermore, remuneration for board members at Mercedes-Benz includes a
variable compensation that can be based on the fulfilment of ESG targets and
make up 20% of stock options and up to 25% of annual bonus remuneration.
Hereby, a diverse number of non-financial goals are set which incentivize the

transformation to a more sustainable organization.



Competitive Financial Analysis - Industrials
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Figure 8: Competitive Financial Analysis
(Source: Annual Reports, Refinitiv)
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Figure 9: EBIT Margin Industry Comparison
(Source: Annual Reports, Refinitiv)
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Figure 10: Historical Free Cash Flows
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2.3 Historic Financial Analysis

Diving into Mercedes-Benz’s financials, we can better understand the current
situation of the company. Excluding the Daimler Trucks business, revenues were
stable until 2020, when the Covid-19 pandemic slowed down sales by 8%.
Mercedes recovered strongly afterwards, growing on average by 8.6% until 2023,
despite the emergence of armed conflicts in Europe. Looking at gross profit and
EBIT margins, it is noticeable that Mercedes is a strong performer among its
industry peers, coming in second after Porsche. Surprisingly, the Vans division has
greatly improved its operational performance, exceeding the margins of the larger
Cars division. For the Mercedes Group it can be seen as a concern that the smaller
Vans division which sells their commercial vehicles at a much lower price point
than the premium Cars division is able to outperform by 2.9pp. in EBIT margin.
Investigating the efficiency, liquidity and solvency ratios, Mercedes is a very stable
company that falls in line with its main competitors, so that no financial concerns

need to be raised for the immediate future.

This assumption can be confirmed when analysing the historical free cash flows of
the firm. After reformulating the financial statements into core and non-core
activities (of which non-core is assigned to the Parent Company), the business was
then split into the industrial business and the financial services (Mobility) business.
The industrials business has historically shown strong Unlevered Free Cash
Flows to the Firm, reaching its peak in 2021 due to the Daimler Trucks spin-off.
Due to the company’s strong sales and operational efficiency, the free cash flows
are strong enough to launch an electric offensive and heavily invest into the R&D,
technologies and infrastructure that is needed to succeed as an EV maker. Since
Mobility is a financial services provider, the Free Cash Flows to Equity need to
be analysed. As expected, Mobility’s cash flows are much lower than those of the
industrials business, as it is a supporting division to facilitate the sales process.
Nevertheless, the cash flows have been positive since 2019, indicating that the

firm is being managed appropriately financially.

Looking further at the financial arm of Mercedes-Benz, the most relevant financial
measure is the Return on Equity (RoE), which has decreased by almost 10pp. to
12.3% in the last two years, but still boasts the highest figure among its 2 German
competitors, BMW and VW. Not only has the RoE decreased, but with it also the
gross profit and EBIT margin of the segment, while revenues stayed stable. This
recent negative financial performance in the whole automotive industry can be
explained by the extraordinarily strong net interest margins carmakers were able
to achieve during the Covid-19 pandemic in 2020 and 2021. While borrowing rates
reached a low, financing rates offered to customers more or less stagnated,
leading to a large boost in the interest margin. With treasury interest rates rising



Financial Analysis - Financial Services

Gross Profit Margin 2021 2022 2023
Mercedes-Benz 18% 15% 12%
BMW 16% 13% 13%
Volkswagen 16% 20% 15%
EBIT Margin 2021 2022 2023
Mercedes-Benz 13% 9% 5%
BMW 11% 9% 8%
Volkswagen 11% 12% 7%
RoE 2021 2022 2023
Mercedes-Benz 22.0% 16.8% 12.3%
BMW 11.3% 11.9% 11.0%
Volkswagen 17.3% 14.1% 8.8%

Figure 11: Competitive Financial Analysis —
Financial Services (Sources: Annual Reports,
Refinitiv)
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Figure 15: Europe Economic Indicators (in %)
(Source: IMF)

globally in 2022, the net interest margin has decreased as the interest rate
increases could not be fully passed on to the customers. Also, carmakers
nowadays offer deals on financing and leasing rates as a pricing instrument.
Instead of decreasing the retail price when demand is suffering, financing rates are
decreased to not give a negative signal to the capital markets that retail prices are

being lowered, thereby decreasing the net interest margin.

Finally, it's worth noting that Mercedes-Benz has a tradition of paying dividends,
with an average payout of 5.17€ since the pandemic, in line with its biggest

competitor BMW. This translates to a payout ratio of approximately 40%.

3. Industry Overview and Outlook

3.1 Macroeconomic Environment and Outlook

With the automotive industry contributing to 5.7% of global economic output (IMF,
2019), the supply and demand of cars is highly dependent on each region’s
economic situation. As the biggest automotive markets are still recovering from the
economic aftermath of the Covid-19 pandemic in the form of widespread inflation
and the fastest hike of interest rates in the history of central banks as well as being
impacted by geopolitical conflicts and restrictive trade policies, the 2024 forecast

for global passenger car sales growth is at 3%, with commercial vehicle sales

» stagnating. It is important to note that interest rates are an important driver to

determine car demand, as the majority of car purchases, both for new and used

% cars, are based on financing deals (Figure 14). With 84% of Mercedes’ vehicle

* sales coming from Europe, China and USA, these markets will be expanded upon.

= European Markets

Last year's GDP growth in Europe has decelerated to 1% from 3.6% in 2022 amid
large interest rate hikes combating ramping inflation especially in energy prices
following the outbreak of the Russia-Ukraine conflict as well as economic stimuli
during the pandemic. Growth within the largest European economies has suffered
even more, with Germany, the largest GDP in Europe, even recording GDP
shrinkage and being close to a recession. However, with inflation in the EU
decreasing, the first interest rate cut since 2019 is expected in June 2024 and
intends to initiate an economic upturn (Reuters, 2024). Driven by wage growth,
consumer spending in the five largest European economies is expected to increase
around 1% YoY (MasterCard, 2024).

For the long term, Europe will have to overcome significant economic and
competitive challenges. A quickly aging population means increased pension
burdens as well as a reduced labor force. Another challenge is the regulatory
environment that hinders technological innovation, as seen by the R&D
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%) (Source: IMF)
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investments as % of GDP that places the EU at 2.16% significantly lower than its
main economic counterparts, USA and China (OECD, 2023). Also, the energy
transition, especially in industrial powerhouses like Germany, which is moving
away from cheap Russian gas, is causing a loss in competitiveness in the
manufacturing industry due to higher energy costs and thereby affecting

Mercedes-Benz and other automobile manufacturers.

Despite the wide number of economic challenges in Europe, 2024 car sales are
projected to increase by 8.1% in 2024, reaching a total market volume 14.72m cars
sold. However, the CAGR from 2024 to 2028 is expected to be slightly negative at
-0.42%, due to the aforementioned challenges as well as Europe’s population
increasingly moving to urban areas and cities becoming less car friendly. Yet,
automobile manufacturers can still find growth opportunities within this stagnant
market, namely in the form of electric vehicles. With the ban of sales of passenger
cars with ICEs starting in the EU in 2035, EV sales are estimated to increase year
for year until a close to 100% share is reached in 2035 (assuming no other

competing powertrain technology emerges and policies are not changed).
= China

China, the second largest country in the world in terms of economic output, is
forecasted to grow their economy modestly by 4.6% this year. After seeing a major
slowdown in economic growth due to the country’s zero-Covid policy as well as a
property sector crisis after the 2021 default of the Evergrande Group, China’s
Central Bank has reduced its 5-year Loan Prime Rate to 3.95% in February
(Reuters, 2024). This cut of 25 bps is the biggest ever and displays an attempt to

stimulate economic growth, especially in the property sector.

Despite fears of a deflationary environment, passenger vehicle sales in the largest
automotive market in the world are expected to rise 2% this year, reaching 21.4m
units. Despite the end of the subsidy scheme for EV buyers in 2022, China’s strong
focus on EV technology has made the local industry competitive enough to sell an
estimated 6.8m EVs, capturing 32% of the total car market. However, a lower
demand than expected triggered price wars in 2023, leaving many carmakers
struggling to make profits on the expensive to build EVs (Fortune, 2024). It should
also be noted that EVs in the premium segment are by far not as popular as in the
entry segment. Especially foreign car makers are struggling to sell their premium
EVs to Chinese consumers, with cars like the Mercedes EQS and Porsche Taycan

falling significantly below sales expectations (Automobilwoche, 2023).
= United States

Similarly to Europe, United States has suffered a decrease in GDP growth with a

simultaneous rise in inflation following the Covid-19 pandemic. In the current high
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Forecast (in m) (Source: Statista)
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interest rate environment, inflation is easing and could allow for rate reductions by
the Federal Reserve in late 2024, potentially revitalizing the economy. Also, the
labour market remains strong with a low unemployment rate of 3.5%, supporting

consumer income and maintaining a good level of spending and economic activity.

In the automotive sector, total U.S. car sales for 2024 are expected to increase by
4% to approximately 14.8 million units, reflecting the impact of economic
uncertainties and higher financing costs. In contrast, the EV market is set to
expand significantly, with sales projected to increase by over 19% YoY, driven by
federal incentives and advancements in EV infrastructure. While at least 7 states
have planned to join California in committing to phasing out internal combustion
engines (ICEs) by 2035 under the Advanced Clear Cars Il rule, there is currently

no unified agreement at the federal level regarding a nationwide ICE ban.
3.2 Industry Trends

= Electrification

With the world pushing to reduce carbon emissions and reach a carbon neutral
world by 2050 according to the Paris agreement, it is generally agreed upon that
ICE cars powered by fossil fuels need to go. As standards for CO2 reductions and
penalties for non-compliance are rising, all major car manufacturers have
expanded their vehicle offering to include battery powered EVs which is currently
the most promising low carbon substitute for the ICE and more favoured than the

still highly inefficient synthetic fuels.

With European regulations indicating a stop to ICEs in 2035 and governments
worldwide incentivizing EV purchases through consumer and manufacturer
subsidies, all major car manufacturers want to gain market share within this fast-
growing market that has sold 13.6m vehicles in 2023, making up 18% of worldwide
car sales (Reuters, 2024). Looking forward, it is hard to predict how large the share
of EV sales will be, as consumer adoption depends on a multitude of factors and
challenges described in the next chapter. Forecasts by the IEA (2024), McKinsey
(2023), UBS (2021) and Rystad Energy (2023) all predict an EV share of 40 to
44% in 2030, indicating the sale of around 40m EVs in 2030. This number aligns
with Mercedes and BMW’s goal of selling 50% EVs in 2030 (as more premium EVs
are sold than entry-level ones) and is a more conservative estimate than other
publications, which predict a share of 60% to 86% under favourable conditions
(RMI, 2023) (Forbes, 2024). Such a large shift in technology means that incumbent
ICE car manufacturers are at significant risk of losing their market leadership if they

do not appropriately adapt to market demands.
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= Hydrogen Powered Cars

While EVs are the currently most advanced and widespread technology to reduce
carbon emissions, Toyota’s Akio Toyoda, CEO of the world’s largest car
manufacturer, is the most vocal proponent of FCEVs and believes that EVs will
only reach a maximum market share of 30% (Forbes, 2024), with FCEVs and ICEs
making up the rest — hence justifying the company’s large investments in hydrogen
drivetrains.. While less than 15,000 FCEVs were globally sold in 2023, looking
forward, the success of FCEVs is highly dependent on the manufacturers ability to
address the main challenges in the development and operations of a hydrogen
vehicle which encompass the high cost of hydrogen production, the tank safety as
well as the fuelling infrastructure. As of now, hydrogen cars are not ready for large
scale deployment and this does not seem likely for the foreseeable future. A
coexistence of EVs and FCEVs is possible, with a market share of 1 to 5% not out
of the picture (IDTechEx, 2023).

= Autonomous Driving

The rapid advancement in autonomous driving technology, fueled significantly by
breakthroughs in artificial intelligence, marks a pivotal shift in automotive
capabilities aligned with increasing demands for safety and efficiency. Leading the
charge are the companies Waymo, Mercedes-Benz and BMW, which are setting
industry standards. Waymo, renowned for its extensive testing and development
in Level 4 autonomous technologies, operates robo-taxi services across various
U.S. cities, utilizing sophisticated Al algorithms that allow vehicles to navigate
roads without human oversight within designated areas. With the DRIVE PILOT in
the S-Class and EQS, Mercedes-Benz has made significant headway with the
introduction of the world’s first Level 3 autonomous vehicle approved for
commercial use in 2023, which can independently handle traffic jam conditions
driving under 60 km/h. One year later, BMW, employing over 1800 individuals at
their Autonomous Driving Campus, became the second carmaker to offer L3
technology in their top-end cars.

Forecasts suggest a robust expansion in the autonomous vehicle market, with
expectations that up to 50% of new vehicles could incorporate a basic level of L2
autonomous driving by 2030 and advanced L3+ technologies in 12% of vehicles
(McKinsey, 2023). This growth is anticipated to transform not just driving, but
broader mobility trends, influencing everything from car ownership rates to urban

development and emission reduction.
= Connected Car

Nowadays, mechanical excellence is not the key criteria for consumer’'s car
purchases anymore. The global trend of connected cars is rapidly gaining
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significance, particularly in China where advanced in-car connectivity and digital
services are major selling points. Chinese consumers are particularly open to
switching brands for better digital features, underscoring the importance of

technology in vehicle purchase decisions (McKinsey, 2023).

Connected cars enhance driving experiences by providing real-time traffic data,
remote diagnostics, Al-powered personal assistants, and in-car payment systems,
among others. These functionalities not only improve safety and convenience but
also meet the high expectations of tech-savvy buyers. Globally, features like over-
the-air (OTA) updates and advanced telematics are expected to generate
substantial economic value, potentially contributing $250 billion to $400 billion
annually by 2030 (McKinsey, 2023).

= Direct-to-Consumer Sales

Mercedes and other carmakers are starting to shift to direct-to-consumer sales
models (DTC) in the car industry, an industry that has historically been reliant on
dealerships to bring their product to the end consumer. With customers
increasingly demanding an upgraded customer experience, pricing consistency
and transparency, as well as more digital purchase options, the DTC model is
becoming more prevalent amongst car manufacturers, to the detriment of car
dealerships. While car dealerships will not be completely cut out from the value
chain, as they provide crucial after-sales services as well as local presence and
expertise to accustom important customer relationships, they are being
transitioned into an agency business model, meaning the cars on the dealership

lot will stay in the inventory books of the manufacturer.

While this poses a great financial risk for the OEMs if car demand dips, there is
much to gain from DTC sales. Not only does DTC entail higher profit margins by
offering a consistent manufacturer set retail price amongst all channels instead of
giving out individual customer discounts and paying a dealership commission, but
the car manufacturers can also take larger control over the brand experience while

collecting a large amount of customer data along the whole sales process.
= Light Commercial Vehicles

The market for small-, mid- and large-size vans, summarized as light commercial
vehicles (LCV) is expected to stagnate in all of Mercedes-Benz’'s main markets,
Europe, China and the US. However, a market opportunity arises for selling electric
LCVs, as a large number of companies, especially in Europe, are aiming to reduce
their carbon footprint. As LCV owners use their vehicles much more intensively
and are much more sensitive to the total cost of ownership (TCO), electric LCVs
are becoming more attractive due to increased performance and a lower TCO due

to cheaper recharging and repairs. In the long-term, carbon neutral commercial
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vehicles will be crucial for businesses, hence significant growth in the electric LCV

market can be expected.
3.3 Industry Challenges and Risks

= Battery Technology and Production

The battery is the most important component of a BEV. Not only is it the largest
variable cost component in a car and therefore an important profitability driver, it
also determines the range, durability and charging time of the car which prove to
be important buying criteria. The main conflict is finding the right trade-off between
range (and therefore battery size) and price (which increases with battery size).
Currently, the most widespread and proven battery technology is lithium-ion
batteries, which are made using different raw materials, mainly containing lithium,
cobalt, manganese, nickel and graphite. However, an alternative and safer battery
technology that is in development by several OEMs are solid state batteries (SSB).
Tests have shown that SSBs have higher energy density, meaning they could have
a serious cost advantage in theory. Yet, these batteries are not yet economical to

produce at scale due to the need of scarce materials serving as a solid electrolyte.

Regardless of the battery technology in use, the main challenge for OEMs is to
further develop these technologies to be more cost-efficient, so that EVs can be
offered at prices on par with ICE vehicles. While battery prices are forecasted to
fall, recent news confirmed that EV market leader Tesla have cancelled their plans
to introduce their entry level model that was supposed to start at € 25,000. This
again underlines the current difficulty of building an economical EV (Reuters, 2024)
and proves to be an obstacle for widespread EV adoption, if governments do not
provide financial subsidies for the time being. An example for customer’s high price
sensitivity is Germany, where EV sales declined significantly after an abrupt end

to the government subsidies at the end of 2023 (Figure 30)

While Mercedes has a more affluent and less price sensitive customer base,
another challenge presented by BEVs is the degradation of battery health with
increasing use, especially under the use of fast charging. A deterioration in battery
health leads to a decrease in range and therefore a much higher loss in value for
the used car than for ICE vehicles. This poses challenges in the lifecycle
management of cars within fleets, especially when car leasing services are
planning to sell on the cars for their residual value after the leasing period has
ended. Automobile manufacturers have even started to pay holding premiums to
leasing service providers to not release their vehicle to the used car market, as this
would reduce demand for new cars and probably lead to more price cuts for the
OEMs (Automobilwoche, 2024). Also, lower residual values mean higher leasing

rates, again making EVs less economically competitive.
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= Charging infrastructure

While arguments for the purchase of an EV are the environmental benefits and
potential savings on running costs, the availability and accessibility of charging
stations remain a significant barrier to widespread adoption. Consumers often cite
range anxiety as a major concern, fearing that they may run out of charge before
reaching their destination. Additionally, the compatibility and consistency of
charging stations and prices vary, leading to inconvenience and frustration for EV
owners. Millions of new charging points, especially for fast chargers, must be
opened to convert to an EV world, and to address this challenge, automobile
manufacturers, governments and energy companies are collaborating to
accelerate the deployment of charging infrastructure and improve the EV
ownership experience. This is especially crucial in urban areas, where residents
are often not able to set up their own charge port at home and thereby rely on a
sufficient public charging infrastructure. However, especially in Europe, urban
planning is increasingly encouraging car-free areas within cities, which go hand-

in-hand with alternative micro-mobility solutions to the disadvantage of car use.
= Raw material scarcity

An average EV lithium-ion battery weighs 450kg, typically using around 8kg of
lithium, 14kg of cobalt, 20kg of manganese (EV-Box, 2023), with a 107.8 kWh
Mercedes EQS battery weighing 692kg (Auto-Motor-Sport, 2021). With millions of
EVs being built every year, the demand for these metals and along with that, their
prices have skyrocketed on global markets. While prices for the most critical metal
for EVs, lithium, have plummeted in 2024 due to a slowdown in demand growth for
EVs (Carbon Credits, 2024), an at least tenfold increase in demand for lithium can
be expected until 2030 (Figure 34). Lithium in itself is an abundant material on
Earth, however the mining and extraction process of this metal is still relatively
inefficient, constraining the supply for battery production and should therefore be
seen as a potential risk when it comes to EV production. The recycling of batteries
from used cars is one of the solutions to combat a raw material supply issue and
improve sustainability figures.

= Semi-conductor chip shortage

In addition to the high demand for raw materials by technological hardware
companies, there is also an increasing need for semi-conductors. These are
essential for the operation of electric vehicles, as they are responsible for executing
the software that defines the vehicle's electricity efficiency, running the
infotainment system and implementing autonomous driving. During the global
pandemic, supply chain issues led to a shortage of semiconductor chips, resulting

in the loss of production of over 9.5 million cars in 2021 and 3 million in 2022 (S&P
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Europe (selected countries): EV Incentives
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Figure 37: Overview of EV Incentives in
European countries (Source: FleetEurope)
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Figure 38: Overview of EV Incentives in the
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Global, 2023). Currently, supply shortages have eased, but future uncertainty
remains due to geopolitical tensions. Consequently, it is of utmost importance for
automotive manufacturers to establish a diverse range of reliable semiconductor

supply chains to ensure the uninterrupted functioning of their production lines.
= Policies and Regulations

Since most countries in the world are looking to reduce their carbon emissions,
they will have to eventually introduce policies that (1) disincentivize or ban the
production of fossil fuel powered vehicles and (2) incentivize the production and
sale of alternative technologies for passenger vehicles. While the largest car
markets in the world, China, Europe and the US, have already put incentives for
EVs in place and the EU as well as California having defined the ban of ICE car
sales from 2035, these regulations can always be subject to change. The EU’s
2035 ICE ban could still be overturned after the planned review in 2026, with
conservatives within the EU Commission president’s party strongly pushing for an
adoption of synthetic fuels. A legislative overturn in 2026 could massively shift
away the focus from the development of EVs for many automakers. Also, the new
emissions standard “Euro7”, announced in December 2023 and to be implemented
in 2026, is not enforcing stricter emissions standard for passenger cars, thereby
reducing the adoption to EVs. In the US, a possible second term as president for
the Republicans Party under Donald Trump could mean a significant rollback in
climate-related policies under the Inflation Reduction Act, especially when it comes
to tax credits for purchasing EVs. Even China, the worldwide leader in the EV
space, considers synthetic-fuelled ICE vehicles as a part of the” Green and Low-
carbon Development Roadmap for China Automotive Industry” which was
presented at the 2023 World New Energy Vehicle Congress (ChinaDaily, 2023).

In conclusion, it cannot yet be ruled out that ICE vehicles will play an important role
in the long-term, despite contrary legislatives potentially coming into effect.
Therefore, carmakers should not put all their eggs in one basket and continue

development in a multitude of technologies — even if at a higher cost.
3.4 Competitive Overview

To determine the market share that Mercedes will be able to retain and capture in
the future, it is important to analyse what strategies the competition is pursuing. In
the following, the key strategic directions of Mercedes’ biggest competitors in the
cars and vans segment will be evaluated.

= BMW

The eternal rival has taken a different approach than Mercedes-Benz when it

comes to the EV platform, as BMW values more flexibility within their production
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Figure 41: BMW Key Facts (2023)
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Figure 42: Porsche Key Facts (2023)
(Source: Company Reports and
Website)
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Figure 43: Audi Key Facts (2023)
(Source: Company Reports and
Website)
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line. 7 out of the 9 available electric models are built on the same production line
as their ICE counterpart, as the build except for the powertrain is basically the
same (for example i5 and 5 Series). While building EVs with the same
aerodynamics as their ICE counterparts leads to a lower battery range, it provides
flexibility in production when consumer demand for either of the engine types is
lower or higher than expected. BMW is currently benefitting from this flexibility, as
EV sales are slowing down and more ICEs are demanded by the market. BMW'’s
goal until 2030 is to have a 50% share of EVs sold in their product mix, which also

aligns with Mercedes’ 2030 goal.
= Porsche

After the release of the highly awaited eMacan, which was significantly delayed by
2 years due to complications with the inhouse software provider of the Volkswagen
Group Cariad in the development of the operating system, Porsche now offers the
second EV model along with the Taycan. Porsche is aiming to quickly electrify their
whole fleet and predicts 80% of their sales in 2030 to be electric — with one
exception: Porsche’s flagship car, the 911 with a current share of 13% of Porsche’s
sales, will continue to be produced as an ICE, and running on synthetic fuels even
beyond 2035. Having set a more ambitious electrification goal than Mercedes and
BMW, the company is looking to introduce new EV models in the coming years,

with the electric Cayman scheduled for 2025 and Cayenne for 2026
= Audi

Audi currently offers 4 different EV models (10 if you consider Sportback editions)
and is targeting for all model releases after 2026 to be electric. The last ICE car
forecasted to be released in 2026 is the Q5 and will be produced until 2033,
meaning this is the year Audi will go fully electric. The company benefits from being
part of the large Volkswagen Group and is able to reach scale effects by sharing
production platforms with the other brands of the Group. The currently cheapest
EV offered, the Q4 e-tron, is built on Volkswagen’s MEB platform, while Audi’s
higher end models, such as the Q6 e-tron are developed on the PPE platform,

which was developed with Porsche and is the basis for its new eMacan.
= Vans competitors (Stellantis Pro One)

Stellantis, the current leader in lightweight commercial EVs in Europe and number
3 in the US, has launched an offensive under the name of “Dare Forward 2030”
which has revamped their whole electric vans portfolio and is expanding their
production line for hydrogen fuel cell large and mid-size vans, which will be
produced for 4 of their brands. Stellantis is aiming to reach a 40% BEV, PHEV, fuel
cell mix for their commercial vehicle fleet until 2030 and is rapidly developing the
required technologies to make these vehicles attractive for the customer base,
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Figure 45: SWOT
Analysis

(Source:
McKinsey)

Figure 46: Porter's
Five Forces Analysis
(Sources: Statista
Market Insights,
Allianz, Bain)

mainly in terms of battery range and charging speed.

3.5 SWOT and Porter’s Five Forces Analysis

To summarize the key findings of Mercedes’ company strategy combined with

insights from the industry analysis, a Strength, Weaknesses, Opportunities and

Threats (SWOT) framework is developed in Figure 45.

Strengths Weaknesses
Brand and Values Technology Financials Current Sales China Dependency Low Aqility

* Most valuable brand
in the world

« Strong partnerships
for EV innovations

« Strong cash flows
and profits to invest

+ EQ models are
selling less than

* 36% of car sales in
China, the most

« Pace of innovation is

slower than that of

+ Mercedes as a luxury « Leading autonomous in new technologies expected competiti_ve EV pure EV players
symbol driving technology « Highly profitable Vans + High depreciation of market with current + Less production
« Strong commitment to « Breakthrough EV segment EQ models make pricelwars flexibility than BMW
sustainability and technology expected « Attractive EBIT purchase unattractive « Joint Ventures at risk due to separate EV
EVs reflected in high with upcoming margins compared to « Supply chain issues of intellectual property platforms
ESG score platform system industry and slow sales of Core theft « All-in on EVs: no
« Market leader in « 98 years of competitors segment * High demands of significant invest-
Executive Cars experience in car « Ratios display Chinese customers ments in other clean
segment engineering financial health need to be catered to drivetrains
Opportunities Threats
Electric Future Autonomous Leveraging Data Slow Chinese Supplier
+ €830bn market by Driving (AD) + Use DTC-Sales to Electrification Competition Dependency
2028 + $ 300-400bn market gain more insights on + Poor charging + Subsidy-powered « Lithium supply and
« Mercedes' 2 largest size by 2035 customer behavior infrastructure, high Chinese EV makers semi-conductor

markets, China and
Europe, are going
mainly electric

« Legacy luxury
carmakers are slow to
move to EVs, oppor-
tunity to become leader
in luxury EV segment

« Continue partnership
with Al-leader NVIDIA
to become market
leader

* New market of
mobility solutions to
open up with
advanced AD tech

» Connected Car
capabilities to improve
luxury experience

« Capture customer
preferences and
accelerate
development times
and agility

prices and battery
technologies make
EVs unattractive

» Mercedes cannot
produce enough ICEs

» EV Regulations get
pushed back

establish market
dominance

« Other carmakers
cannot compete on
price and technology

« As a result, global
trade becomes more
restrictive

Produktion is of
geopolitical strategic
importance

* Restrictions in

supply for both car
components will lead
to significant produc-
tion downturn

Furthermore, to determine Mercedes’ competitiveness in the automotive market, a

Porter’s Five Forces analysis has been conducted, focussing on competitive

forces of suppliers, customers, new entrants, substitutes and current carmakers,

summarized in Figure 46.
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Peer Group Profile

Automotive
Company

Segment

Mercedes-Benz Premium to Luxury

Offers
LCVs?

Yes

Peer
Group?
Yes

BMW Premium to Luxury No Yes
Porsche Luxury No Yes
Stellantis Mass Market (MM) to Luxury Yes Yes
Volkswagen MM to Luxury Yes Yes
Volvo Cars Premium EV No Yes
Renault MM Yes No
Honda MM No No
Tata Motors MM and Luxury Yes No
Tesla MM and Premium EV No No
Ferrari Ultra-Luxury No No

Figure 47: Peer Group

Peer Group Multiples

Selection

Not Included Peer Group Multiples

Multiple EV/Revenue Multiple EV/Revenue
LT™ 2024F LT™ 2024F
Mercedes-Benz  0.36x 0.36x Renault 0.19x 0.19x
BMW 0.30x 0.30x Honda 0.26x 0.25x
Porsche 1.71x 1.72x Tata Motors 1.18x 1.11x
Stellantis 0.25x 0.25x Tesla 5.38x 5.32x
Volkswagen 0.25x 0.25x Ferrari 10.89x 10.33x
Volvo Cars 0.23x 0.22x
75%-Quartile 0.70x 0.70x
Mean 0.52x 0.52x
Median 0.28x 0.28x
25%-Quartile 0.24x 0.24x
g EV/EBITDA a EV/EBITDA

Multiple LTM  2024F Multiple LTM  2024F
Mercedes-Benz  2.28x 2.39x Renault 1.67x 1.41x
BMW 1.76x 1.83x Honda 2.63x 2.49x
Porsche 6.76x 6.87x Tata Motors 8.39x 7.71x
Stellantis 1.63x 1.70x Tesla 32.47x  33.76x
Volkswagen 1.62x 1.64x Ferrari 28.47x  26.93x
Volvo Cars 2.16x 2.04x
75%-Quartile 3.40x 3.51x
Mean 2.70x 2.75x
Median 1.96x 1.94x
25%iQuattite 74 1 63xcr (3.69%1D)

Multiple EV/EBIT Multiple EVEBIT

LT™M 2024F LT™ 2024F
Mercedes-Benz  2.95x 3.29x Renault 3.62x 2.76x
BMW 2.71x 2.98x Honda n/a
Porsche 10.18x 10.80x ||Tata Motors 15.94x 14.14x
Stellantis 2.20x 2.34x Tesla 52.89x  59.27x
Volkswagen 3.54x 3.51x Ferrari 39.56x 36.75x
Volvo Cars 3.83x 3.89x
75%-Quartile 5.42x 5.62x
Mean 4.24x 4.47x
Median 3.24x 3.40x
25%-Quartile 2.58x 2.82x
Figure 48: Peer Group Multiples

Relative Valuation (Mobility)

Multiple B/E E/B

LT™M 2024F LTM
Deutsche Bank 8.06x 7.87x 0.025x
Commerzbank 7.61x 7.22x 0.034x
ING 7.38x 8.02x 0.051x
BNP Paribas 7.71x 7.51x 0.030x
Societe Generale 7.19x 6.19x 0.013x
Median 7.61x 7.51x 0.030x
Mean 7.59x 7.36x 0.030x

Figure 49: Financial Services Peer Group

Multiples

4. Relative Valuation

4 1 Peer Selection

To conduct a multiple valuation, first a set of peers need to be identified that
operate in a similar manner to Mercedes-Benz in terms of market positioning, sales
regions and cash flow metrics. It is also important to consider peers that operate
in a similar manner by use of a financial services arm, such as Mobility for
Mercedes. For that, we have identified BMW AG, Volkswagen AG, Porsche AG,
Stellantis NV and Volvo Car as the main peer group. BMW has basically the same
positioning as Mercedes in the Cars segment. Volvo is following a similar EV
strategy as Mercedes and is a strong competitor in its Core business. Volkswagen
has exposure to both the premium and luxury segment through its brands Audi,
Porsche and Bentley, as well as the commercial vehicle segment. Porsche is an
icon in the luxury and sports car market and Mercedes is aspiring to win over more
Porsche customers in the future. Finally, Stellantis represents a good fit due to its
premium and luxury exposure, as well as the strong light commercial vehicles

division, the financial services arm and an ambitious EV strategy.

Other prominent carmakers were not considered as the peer group for a multitude
of reasons. Renault and Honda are not catering to the same customer segments
as Mercedes, and despite Renault’s strong LCV business, recent financial trouble
do not make it a great comparison yet. While Tata Motors also competes in the
luxury segment with Jaguar-Land Rover, the rest of the company is too exposed
to the Indian market. Tesla and other uprising EV companies such as NIO are not
yet comparable due to very different cash flow metrics and their valuations
primarily as growing technology stocks. Lastly, Ferrari as an ultra-luxury carmaker
sells very small volumes of cars and should rather be compared to luxury

consumer-good brands instead of traditional automobile manufacturers.
4.2 Multiples Valuation

The selection of multiples is based on three Enterprise Value multiples: EV to
Revenue, EV to EBITDA and EV to EBIT, which were calculated as the median,
mean and 1%t and 3™ quartile of the peers. The Price to Earnings ratio is not being
included as this multiple does not consider the leverage ratio of firms which has
significant variance in the automotive industry and therefore impacts each stock’s
price. By using these 3 ratios both as historical (Last Twelve Months) and forward
multiples (2024 Forecast, both from Refinitiv), it is possible to get a more realistic
view of a relative valuation, as both past and future insights are being considered.
Applying the 2024 projected Revenue, EBITDA and EBIT to the multiples gives us

a range of valuations, ranging from 50.9€ in the lower quartile to 123.2€ in the
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Figure 50: Implied Multiple Valuation
(Median=lower end, Mean=upper end) (using
2024F Forward Multiples)

Implied Stock Price (Sum of the Parts)
PIE
LT™M 2024F

P/B

Mobility Multiple
Y z LT™M

Multiple
=Stock Price Mobility

7.61x
10.81 €

7.51x
10.66 €

0.03x
3.48 €

Industrials Multiple

Multiple (Median)
Implied EV
=Stock Price Industrials

EV/Rev
2024F
0.28x

38,283 €

49.35 €

EVIEBITDA EV/EBIT

2024F

1.94x
45,774 €
56.55 €

2024F

3.40x
55,692 €
66.08 €

Avg Stock Price Industrials

57.33 €

Total Stock Price

68.14 €

67.99 €

60.81 €

Figure 51: Implied Multiple Valuation
(Sum of the Parts)

For the determination of
the Absolute Valuation,
please refer to the other
part of the report

Weighted Valuation

Valuation Method Stock Price Weight
Absolute Valuation 80.71 € 70%
APV 80.46 € 35%
DCF 80.97 € 35%
Relative Valuation 62.96 € 30%
EV/Revenue 5543 € 6%
EV/EBITDA 59.62 € 6%
EV/EBIT 70.94 € 6%
P/E 67.99 € 6%
P/B 60.81 € 6%
Weighted Valuation 75.39 €

Current Stock Price 68.19 €
Shareholder Return 10.55%

Figure 52: Weighted Valuation and
Comparison to Current Stock Price

upper quartile (see Appendix 2). It is noticeable that there is no significant valuation

difference between the trailing historical and the forward multiples.

From the results we can gather that the median multiples are all close to the
current stock valuation, ranging from 56.4€ to 72.2€. The mean multiples range
from 80.0€ to 93.5€ and can be explained by Porsche’s very high multiples as a
pure luxury carmaker. Since we believe that Mercedes will continue to serve its
Entry and Core segment and not become a pure-play luxury car brand, it makes

more sense to assume the median multiples for the final valuation.

Additionally, a sum of the parts multiple valuation was applied by separating the
Industrial and the Mobility business and obtaining new multiples based on a
financial services peer group that is based on large European banks. Since banks
have similar capital structures, the Price-to-Earnings and Price-to-Book Value
ratios were used. Applying the median P/E and P/B multiples gives us a stock price
of 10.7€ and 3.5€ respectively. Obtaining the Industrials Stock price from an
average of the three previously used median multiples gives us a total stock price
of 68.0€ and 60.8€, respectively. This implies that the Mobility division makes up
6% to 16% of the company'’s total valuation, which is reasonable considering its
supportive function — and in line with the 14% share from the absolute valuation.

5. Final Recommendation

In essence, our entire endeavor revolves around a single question: is the stock
price of Mercedes Benz AG accurately priced? Having factored in many different
business scenarios and using the insights we gained from the different valuation
methods, we give each valuation method a weight to obtain our final price target
for the financial year 2024. The absolute valuation makes up the majority of our
analysis and is assigned a weight of 70%, with the remaining 30% being equally
assigned to the 5 different multiples valuations. Finally, this gives us a weighted
valuation of 75.39 €. A dividend yield does not need to be considered, as the ex-
dividend date for 2024 has already passed on May 9", with a dividend of 5.30 €
being paid, up 1.2% (0.10 €) vs. last year. In total, the stock is expected to return
10.5% this year compared to the current stock price of 68.19 €, which indicates a

current undervaluation and therefore a buy recommendation from our side.

The main driver impacting Mercedes-Benz's future growth will be the customer
adoption of electric vehicles, which highly depends on the technology proving to
be the best carbon-neutral solution as well as governments setting regulations to
incentivize EV adoption. The revision of the 2026 ICE ban law will in this case be
the next large indicator how well Mercedes’ strategy pans out. If other technologies
will be favoured, it will be crucial for Mercedes to be able to pivot to these as quickly

as possible.
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1. Appendix

1.1 Financial Statements

Consolidated Income Statement (2017-2028)

in million euros 2017 2018 2019 2020 2021 2022 2023
Revenue 164 330,00 € 167 362,00 € 17274500 € 154 309,00 € 133 893,00 € 150 017,00 € 153 218,00 € 161 192,95 € 165 259,46 € 168 243,00 € 160 016,92 € 159 897,18 €
Cost of sales - 129099,00€ -  13429500€ -  143580,00€ -  128721,00€ -  10321800€ -  115997,00€ -  118839,00€ -  12479256€ -  128833,00€ -  13206872€ -  126264,65€ - 12714550 €
Gross profit SHIIDE 33067,00 € 29 165,00 € 25 588,00 € 30 675,00 € 34.020,00 € 34.379,00 € 36.400,39 € 3642646 € 36174,28 € 33752,27 € 32751,67€
Selling expenses - 1296500€ - 13067,00 € - 12801,00€ - 11058,00€ - 919400 € - 9482,00€ - 972800€ - 11668,39 € - 1195342€ - 1215937 € - 11547,79€ - 11560,77 €
General administrative expenses - 3809,00€ - 4036,00€ - 4050,00 € - 3534,00€ - 280800 € - 258400 € - 2688,00€ - 2659,65€ - 263210 € - 2596,81€ - 256048 € - 252957 €
Research and non-capitalised development costs - 5938,00€ - 6581,00€ - 6586,00 € - 6116,00€ - 5467,00€ - 5602,00 € - 6230,00€ - 665534 € - 6852,02€ - 7004,69€ - 668042 € - 6741,21€
Net Other operating income 1782,00 € 868,00 € - 1632,00 € 1280,00 € 1153,00 € 2034,00€ 802,98 € 844,77 € 866,08 € 88172 € 838,61€ 837,98 €
Gains/losses on equity-method investments, net 1498,00 € 656,00 € 479,00 € 797,00 € 1352,00 € 1732,00 € 2129,00€ 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 €
Other financial income/expense, net - 230,00 € 210,00 € - 262,00 € - 354,00 € 317,00 € 340,00 € 108,00 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 €
Earnings before interest and taxes (EBIT) 14 669,00 € 11 117,00 € 4313,00€ 6 603,00 € 16 028,00 € 20 458,00 € 19 660,00 € 17 875,56 € 17 468,79 € 16 908,90 € 15 415,96 € 14371,88 €
Net interest expense - 368,00 € - 522,00 € - 48300€ - 264,00 € - 217,00€ - 154,00 € 424,00 € 42554 € 4M7.72€ 37817 € 337,97 € 302,70 €
Profit from continuing operations before taxes 14301,00 € 10 595,00 € 3830,00 € 6339,00 € 15811,00 € 20 304,00 € 20 084,00 € 18301,10 € 17 886,51 € 17 287,08 € 1575393 € 14674,58 €
Income taxes - 3437,00€ - 3013,00€ - 1121,00€ - 2330,00€ - 476100 € - 549500 € - 5553,00€ - 424561 € - 4109,08 € - 3930,93 € - 351651 € - 3205,70 €
Net Profit 10 864,00 € 7582,00 € 2709,00 € 4009,00 € 11.050,00 € 14 809,00 € 14531,00 € 1405549 € 1377743 € 1335614 € 12237,42€ 11468,89 €
Profit/loss from discontinued operations after taxes - € - € - € - € 12 346,00 € - € - € - € - € - € - € - €
Net profit 10 864,00 € 7 582,00 € 2709,00 € 4009,00 € 23 396,00 € 14 809,00 € 14531,00 € 14055,49 € 1377743 € 13356,14 € 12237,42€ 11468,89 €
Earnings per Share 10,44 € 7.8€ 260 € 3.85€ 22,48€ 14.23€ 1358 € 13,14 € 12,88 € 12,48 € 11,44 € 10,72€

Consolidated Income Statement (2028-2040)

in million euros

Revenue 166 642,58 € 175 657,93 € 188 175,98 € 196 194,77 € 200 367,64 € 20175194 € 234 711,63 € 23073122 € 240 564,79 € 246 069,82 € 250 364,23 € 256 031,58 €
Cost of sales - 132551,80 € - 139897,27 € - 152 237,22 € - 160 547,92 € - 166 202,16 € - 169 376,06 € - 199 321,74 € - 19574196 € - 203 997,56 € - 208 475,77 € - 21204171 € - 216 561,84 €
Gross profit 34 090,78 € 35 760,66 € 35938,76 € 35 646,85 € 34 165,47 € 32 375,88 € 35 389,89 € 34 989,26 € 36 567,23 € 37 594,06 € 38 322,52 € 39 469,74 €
Selling expenses - 12176,27 € - 12 841,90 € - 1376519 € - 14 346,54 € - 14 623,47 € - 1471211 € - 17 131,52 € - 16 769,89 € - 17 462,59 € - 17 964,07 € - 18 322,76 € - 18 805,42 €
General administrative expenses - 2504,00 € - 249477 € - 248950 € - 2488,18€ - 2490,84 € - 2497,48€ - 250814 € - 2522,85€ - 254165€ - 256458 € - 2591,71€ - 2623,07 €
Research and non-capitalised development costs - 722331€ - 766555 € - 8050,24 € - 8386,90€ - 8530,91€ - 857474 € - 999500 € - 973885€ - 10 127,07 € - 10 482,96 € - 10720,98 € - 11 046,41 €
Net Other operating income 873,33 € 920,58 € 986,18 € 1028,21 € 1 050,08 € 1057,33 € 1230,07 € 1209,21 € 1260,74 € 1289,59 € 1312,10 € 1341,80 €
Gains/losses on equity-method investments, net 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 €
Other financial income/expense, net 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 €
Earnings before interest and taxes (EBIT) 14 674,31 € 15 292,79 € 14 233,79 € 13 067,22 € 11 184,11 € 9 262,66 € 8 599,07 € 8 780,66 € 9310,45 € 9485,81 € 9612,95 € 9 950,41 €
Net interest expense 275,26 € 234,81 € 204,46 € 179,37 € 165,34 € 149,48 € 193,91 € 160,03 € 149,50 € 136,76 € 119,23 € 107,15 €
Profit from continuing operations before taxes 14 949,57 € 15 527,59 € 14 438,25 € 13 246,58 € 11 349,44 € 941214 € 8792,99 € 8 940,68 € 9 459,95 € 9 622,57 € 9732,18 € 10 057,56 €
Income taxes " 3271,11€ " 3421,89€ " 3059,19 € " 2681,21€ " 2103,85 € " 1525,55 € " 1204,23 € " 1273,05€ " 1394,14 € - 1426,17 € " 144816 € - 1527,82€
Net Profit 11 678,46 € 12 105,70 € 11 379,06 € 10 565,37 € 9 245,59 € 7 886,59 € 7 588,76 € 7 667,63 € 8 065,81 € 8196,40 € 8284,01€ 8529,74 €
Profit/loss from discontinued operations after taxes - € - € - € - € - € - € - € - € - € - € - € - €
Net profit 11 678,46 € 12 105,70 € 11 379,06 € 10 565,37 € 9 245,59 € 7 886,59 € 7 588,76 € 7 667,63 € 8 065,81 € 8196,40 € 8284,01€ 8529,74 €

Earnings per Share 10,92 € 11,32 € 10,64 € 9,88 € 8,64 € 7,37€ 7,09€ 717 € 7,54 € 7,66 € 7,74 € 7,97 €



Consolidated Balance Sheet (2017-2028)

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Assets

Intangible assets 13 735,00 € 14 801,00 € 15 978,00 € 16 399,00 € 15 005,00 € 15 869,00 € 17 593,00 € 15 586,60 € 16 507,31 € 16 783,50 € 16 084,42 € 16 173,15 €
Property, plant and equipment 27 981,00 € 30 948,00 € 37 143,00 € 35 246,00 € 27 859,00 € 27 250,00 € 26 090,00 € 32 041,04 € 33 356,63 € 34 341,19€ 36 368,35 € 36 118,99 €
Equipment on operating leases 47 714,00 € 49 476,00 € 51482,00 € 47 552,00 € 44 471,00 € 41 552,00 € 41712,00 € 45 384,77 € 47 405,40 € 48 046,69 € 45778,13 € 44 399,53 €
Equity-method investments 4818,00 € 4 860,00 € 5949,00 € 5189,00 € 13 588,00 € 13 530,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 €
Receivables from financial services 46 413,00 € 51 300,00 € 52 880,00 € 53 709,00 € 46 955,00 € 48 237,00 € 49 742,00 € 48 564,25 € 49 141,95 € 49 618,25 € 47 323,82 € 44 803,22 €
Net Other financial assets 4721,00 € - 4299,00 € - 3781,00€ - 1674,00 € - 1545,00 € 3,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 €
Net Other Non-Current Assets 824,00 € 760,00 € 349,00 € - 398,00 € - 13,00 € 563,00 € 845,00 € - 356,39 € - 365,95 € - 326,54 € - 284,76 € - 249,25 €
Total Non-current Assets 136 764,00 € 147 846,00 € 160 000,00 € 156 023,00 € 146 320,00 € 145 878,00 € 148 217,00 € 155 145,27 € 159 970,34 € 162 388,10 € 159 194,95 € 155 170,64 €
Inventories 25 686,00 € 29 489,00 € 29 757,00 € 26 444,00 € 21 466,00 € 25 621,00 € 27 294,00 € 2967292 € 30 258,74 € 3074544 € 29 145,01 € 29 606,04 €
Trade receivables 11 990,00 € 12 586,00 € 12 332,00 € 10 649,00 € 7 673,00 € 8 100,00 € 7 281,00 € 8 463,64 € 1077491 € 10 974,19 € 10 455,59 € 10 468,86 €
Receivables from financial services 39 374,00 € 45 440,00 € 50 781,00 € 42 476,00 € 33 670,00 € 37 312,00 € 38 469,00 € 39 746,90 € 40 219,71 € 40 609,53 € 38 731,67 € 36 668,72 €
Cash and cash equivalents 12 072,00 € 15 853,00 € 18 883,00 € 23 048,00 € 23 120,00 € 17 679,00 € 15 962,00 € 2289343 € 22 613,39 € 20 845,05 € 18 822,05 € 17 189,62 €
Marketable debt securities and similar investments 10 063,00 € 9577,00 € 8 655,00 € 6 397,00 € 7 579,00 € 7 060,00 € 6 858,00 € 10 616,86 € 10421,81 € 943512 € 8431,98 € 7 552,16 €
Net Other Current Assets 2599,00 € 3 888,00 € 2 557,00 € 1458,00 € 1809,00 € 2 339,00 € 2699,00 € - 3260,09 € - 3069,81€ - 2939,88€ - 262046 € - 2 366,88 €
Net Assets held for sale - € 319,00 € - € - € 2 973,00 € - € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 €
Total Current Assets 101 784,00 € 117 152,00 € 122 965,00 € 110 472,00 € 98 290,00 € 98 111,00 € 99 134,00 € 108 704,65 € 111 789,75 € 110 240,45 € 103 536,85 € 99 689,52 €
Total Assets 238 548,00 € 264 998,00 € 282 965,00 € 266 495,00 € 244 610,00 € 243 989,00 € 247 351,00 € 263 849,92 € 271760,10 € 272 628,55 € 262 731,80 € 254 860,16 €
Equity and liabilities

Share capital 3 070,00 € 3 070,00 € 3070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 €
Capital reserves 11742,00 € 11 710,00 € 11 552,00 € 11 551,00 € 11723,00 € 11718,00 € 11718,00 € 11718,00 € 11 718,00 € 11718,00 € 11718,00 € 11 718,00 €
Retained earnings (restated) 47 682,00 € 49 490,00 € 46 329,00 € 47 111,00 € 56 190,00 € 67 695,00 € 76 670,00 € 4 71 549,96 € § 77 650,07 € Y 78 164,23 € 4 77 248,71 € § 76 599,45 €
Other reserves (restated) 1529,00 € 397,00 € 393,00 € - 1041,00 € 968,00 € 2932,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 €
Treasury Shares - € - € - € - € - € - € 2256,00€ - 2 256,00 € - 2 256,00 € - 2256,00€ - 2 256,00 € - 2 256,00 €
Equity Attributable to Shareholders of Mercedes-Benz Group A( 64 023,00 € 64 667,00 € 61.344,00 € 60 691,00 € 71 951,00 € 85 415,00 € 91773,00 € 86 652,96 € 92 753,07 € 93 267,23 € 92 351,71 € 91702,45 €
Non-controlling interests 1291,00 € 1.386,00 € 1497,00 € 1 557,00 € 1216,00 € 1125,00 € 1043,00 € 1121,01 € 1209,24 € 1231,89€ 1229,57 € 1229,60 €
Total Equity 65 314,00 € 66 053,00 € 62 841,00 € 62 248,00 € 73 167,00 € 86 540,00 € 92 816,00 € 87 773,97 € 93 962,30 € 94 499,12 € 93 581,28 € 92 932,05 €
Provisions for pensions and similar obligations 5767,00 € 7 393,00 € 9728,00 € 12 070,00 € 5 359,00 € 1021,00 € 1090,00 € 327565 € 3020,98 € 2786,10 € 2569,48 € 2369,71€
Provisions for other risks 17 244,00 € 15 562,00 € 20 924,00 € 20 450,00 € 15 962,00 € 16 023,00 € 15 300,00 € 17 933,57 € 18 174,25 € 18 354,26 € 17 893,20 € 17 942,33 €
Financing liabilities 78 378,00 € 88 662,00 € 99 179,00 € 86 539,00 € 73 543,00 € 62 051,00 € 63 724,00 € 74 888,03 € 74 788,09 € 72 159,36 € 67 074,91 € 62 174,34 €
Deferred income 5802,00 € 1612,00 € 1598,00 € 1 567,00 € 1175,00 € 1234,00 € 1223,00 € 1984,87 € 2008,48 € 2027,95€ 1934,17 € 1831,15€
Contract and refund liabilities - € 5438,00 € 6 060,00 € 5787,00 € 3980,00 € 3 656,00 € 3514,00 € 4344,49 € 4 460,11 € 4 546,54 € 432478 € 434779 €
Net Deferred tax assets/liabilities 451,00 € - 259,00 € - 1868,00 € - 2610,00 € 1.054,00 € 3 185,00 € 3 587,00 € 3109,48 € 3 033,64 € 2989,78 € 2760,39 € 2 607,96 €
Total Non-current Liabilities 107 786,00 € 119 036,00 € 135 621,00 € 123 803,00 € 101 073,00 € 87 170,00 € 88 438,00 € 105 536,11 € 105 485,55 € 102 863,99 € 96 556,94 € 91273,28 €
Trade payables 12 474,00 € 14 185,00 € 12707,00 € 12 378,00 € 10 655,00 € 12204,00 € 12 828,00 € 13 143,21 € 13 684,05 € 14 493,59 € 13 866,37 € 14 046,80 €
Financing liabilities 48 746,00 € 56 240,00 € 62 601,00 € 59 303,00 € 52 300,00 € 49 786,00 € 44 914,00 € 48 541,52 € 49 563,56 € 51548,92 € 49 949,48 € 47 884,98 €
Deferred income 3 668,00 € 1580,00 € 1624,00 € 1594,00 € 1486,00 € 1391,00 € 1478,00 € 1789,53 € 1810,82 € 1828,37 € 174383 € 1650,95 €
Contract and refund liabilities - € 7 081,00 € 7 571,00 € 7 169,00 € 5929,00 € 6 898,00 € 6 877,00 € 7 065,59 € 7 253,80 € 7 394,56 € 7 033,90 € 707212 €
Total Current Liabilities 65 448,00 € 79 909,00 € 84 503,00 € 80 444,00 € 70 370,00 € 70 279,00 € 66 097,00 € 70 539,84 € 72312,24 € 75 265,44 € 72 593,58 € 70 654,84 €

127 124,00 € 144 902,00 € 161 780,00 € 145 842,00 € 125 843,00 €
Total Equity and Liabilities 238 548,00 € 264 998,00 € 282 965,00 € 266 495,00 € 244 610,00 € 243 989,00 € 247 351,00 € 263 849,92 € 271760,10 € 272 628,55 € 262 731,80 € 254 860,16 €




Consolidated Balance Sheet (2028-

in million euros

Assets

Intangible assets 17 117,26 € 17 975,77 € 19 103,13 € 19799,82€ 20097,84 € 20 188,54 € 23 127,60 € 22 597,53 € 2340091 € 24 137,40 € 24 629,95 € 2530341 €
Property, plant and equipment 35 895,36 € 34 359,59 € 32609,03 € 3202532 € 33 080,10 € 33 102,36 € 38 301,60 € 36 248,93 € 36 655,55 € 36 947,60 € 36 573,61 € 38 127,62 €
Equipment on operating leases 44 337,61€ 45 923,98 € 48 939,25 € 51190,53 € 53 172,40 € 53 932,37 € 62 238,54 € 63 434,59 € 66 835,59 € 65 139,00 € 64 844,82 € 64 162,42 €
Equity-method investments 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 €
Receivables from financial services 4262827 € 43 422,07 € 46 037,17 € 48 307,68 € 50 997,98 € 52 081,30 € 59 650,16 € 62 830,63 € 66 807,02 € 62 329,35 € 60 752,82 € 58 124,56 €
Net Other financial assets 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 €
Net Other Non-Current Assets - 298,52 € - 316,71 € - 34512 € - 265,83 € - 153,70 € - 51,41 € 67,65 € 52,64 € 47,82 € 20,88 € 4,98 € - 24,27 €
Total Non-current Assets 153 604,98 € 155 289,70 € 160 268,45 € 164 982,51 € 171 119,62 € 173 178,16 € 197 310,55 € 199 089,32 € 207 671,89 € 202 499,23 € 200731,18 € 199 618,74 €
Inventories 31 566,00 € 33443,90 € 35421,87 € 37 375,49 € 38 610,59 € 39 338,93 € 46 428,65 € 45 245,65 € 47 045,01 € 48 565,88 € 49 613,60 € 50 993,40 €
Trade receivables 10988,31€ 11 596,57 € 12361,27 € 12 885,18 € 13 143,95 € 13228,04 € 15 397,71 € 15 098,04 € 15729,57 € 16 144,74 € 16 451,00 € 16 860,19 €
Receivables from financial services 34 888,66 € 35538,33 € 37 678,63 € 39 536,91 € 41738,76 € 4262539 € 48 820,04 € 51 423,06 € 54 677,50 € 51012,80 € 4972250 € 47 571,43 €
Cash and cash equivalents 16 055,99 € 14 366,45 € 13214,38 € 1221464 € 11 649,57 € 10 944,54 € 13 657,41 € 12011,48 € 11721,66 € 11242,71 € 10518,22 € 10 073,41 €
Marketable debt securities and similar investments 6 867,45 € 5858,18 € 5101,20 € 4 475,02 € 4124,97 € 372947 € 4 837,97 € 399253 € 372994 € 3412,00 € 297458 € 2673,31€
Net Other Current Assets - 2270,71€ - 235516 € - 1913,89€ - 1681,55€ - 133047€ - 959,42 € - 814,40 € - 872,90 € - 967,30 € - 903,94 € - 868,90 € - 855,34 €
Net Assets held for sale 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 €
Total Current Assets 98 666,69 € 99 019,26 € 102 434,46 € 105 376,70 € 108 508,37 € 109 477,95 € 128 898,37 € 127 468,87 € 132 507,37 € 130 045,20 € 128 982,01 € 127 887,40 €
Total Assets 252 271,66 € 254 308,96 € 262702,91 € 270 359,21 € 279 627,98 € 282 656,11 € 326 208,92 € 326 558,19 € 340 179,26 € 332 544,42 € 329 713,19 € 327 506,13 €
Equity and liabilities

Share capital 3 070,00 € 3070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 €
Capital reserves 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 €
Retained earnings (restated) 7 7792528 € § 7771214 € ! 79 862,19 € 7 81 869,64 € g 85 116,61 € ” 86 387,55 € . 103 615,38 € ! 99 542,86 € 7 102 558,36 € ” 103 861,09 € . 104 173,05 € Y 106 775,77 €
Other reserves (restated) 2571,00 € 2571,00 € 2571,00 € 2571,00€ 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00€ 2571,00 € 2571,00€
Treasury Shares - 2256,00 € - 2 256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2 256,00 €
Equity Attributable to Shareholders of Mercedes-Benz Group A( 93 028,28 € 92 815,14 € 94 965,19 € 96 972,64 € 100 219,61 € 101 490,55 € 118 718,38 € 114 645,86 € 117 661,36 € 118 964,09 € 119 276,05 € 121 878,77 €
Non-controlling interests 1252,37 € 126541€ 1296,40 € 1337,72€ 139345€ 141825 € 1667,25€ 1619,21 € 1670,92 € 1690,98 € 1700,04 € 174140 €
Total Equity 94 280,64 € 94 080,55 € 96 261,59 € 98 310,36 € 101 613,06 € 102 908,80 € 120 385,63 € 116 265,08 € 119 332,28 € 120 655,07 € 120 976,09 € 123 620,17 €
Provisions for pensions and similar obligations 218547 € 201555 € 1858,84 € 171432 € 1581,03€ 145811 € 1344,74 € 1240,19€ 1143,77 € 1054,84 € 972,83 € 897,19 €
Provisions for other risks 18 529,81 € 19 087,26 € 19824,74 € 20 282,78 € 20 484,70 € 20 547,08 € 22 472,36 € 22 140,96 € 22 673,87 € 23134,11€ 23 446,86 € 23872,82€
Financing liabilities 58 175,37 € 55752,61€ 55 688,61 € 55 728,80 € 56 984,71 € 56 705,66 € 66 693,18 € 66 847,21 € 69 489,13 € 64 622,19 € 61905,12 € 58 694,88 €
Deferred income 1742,26 € 177470 € 1881,58 € 1974,38 € 2084,34 € 2128,61€ 2437,96 € 2 567,95 € 273047 € 2 547,46 € 2483,03 € 2375,61€
Contract and refund liabilities 4627,99 € 489552 € 524983 € 5470,04 € 5567,52 € 5597,69 € 6 522,83 € 6 364,65 € 6621,18 € 6 840,83 € 6990,44 € 719410 €
Net Deferred tax assets/liabilities 2719,95 € 2922,96 € 274333 € 253527 € 2 156,24 € 177579 € 1508,17 € 1619,23 € 174249 € 1799,30 € 1856,74 € 1946,67 €
Total Non-current Liabilities 87 980,84 € 86 448,59 € 87 246,94 € 87 705,59 € 88 858,54 € 88 212,93 € 100 979,24 € 100 780,19 € 104 400,91 € 99 998,74 € 97 655,01 € 94 981,26 €
Trade payables 14 908,00 € 15 782,56 € 16 071,76 € 16 956,09 € 17 524,87 € 17 856,39 € 21060,45 € 20 560,16 € 21389,23 € 22 029,40 € 22 482,07 € 23073,94 €
Financing liabilities 46 000,55 € 48 430,53 € 52 882,78 € 56 705,41 € 60 692,54 € 62 650,24 € 70971,24 € 76 282,01 € 8182264 € 76 432,58 € 74 985,13 € 7197994 €
Deferred income 1570,80 € 1600,05 € 1696,41€ 1780,08 € 1879,21€ 191913 € 2198,04 € 231523 € 2461,76 € 2296,76 € 2238,67 € 2141,82€
Contract and refund liabilities 7 530,84 € 7 966,68 € 854343 € 8901,69 € 9 059,76 € 9 108,61 € 10 614,33 € 10 355,52 € 10772,45 € 11 131,87 € 11376,23 € 11 709,00 €
Total Current Liabilities 70 010,18 € 73779,82 € 79 194,38 € 84 343,26 € 89 156,38 € 91 534,38 € 104 844,05 € 109 512,92 € 116 446,08 € 111 890,61 € 111 082,09 € 108 904,70 €
Total Equity and Liabilities 252 271,66 € 254 308,96 € 262 702,91 € 270 359,21 € 279 627,98 € 282 656,11 € 326 208,92 € 326 558,19 € 340 179,26 € 33254442 € 329 713,19 € 327 506,13 €




Consolidated Cash Flow Map (2018-2028)

in million euros 2018 2019 2020 2021 2022 2023
Operating Activities
Profit before income taxes 10 595,00 € 3830,00 € 6 339,00 € 28 775,00 € 20 304,00 € 20 084,00 € 18 301,10 € 17 886,51 € 17 287,08 € 15753,93 € 14 674,58 €
Depreciation and amortization/impairments 6 305,00 € 7751,00 € 8 957,00 € 698,00 € 6 521,00 € 6 663,00 € 7384,04 € 784384 € 8034,85€ 8 076,54 € 8 063,13 €
Other non-cash expense and income - 872,00 € 24,00€ - 836,00 € - 11503,00 € - 1296,00 € - 2369,00€ - 376,19€ - 368,58 € - 357,62€ - 324,33 € - 302,78 €
Gains (-)/losses (+) from disposals of assets - 178,00 € - 761,00 € 131,00 € - 695,00 € - 990,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 €
Change in operating assets and liabilities - 14 029,00 € - 2 051,00 € 7 951,00 € 3179,00 € - 424100 € - 7 430,00 € - 14471,32€ - 6 373,50 € - 1995,55 € 1412,80€ - 1446,00 €
Inventories - 3850,00 € 99,00 € 2 039,00 € - 2 561,00 € - 4 111,00 € - 2733,00 € - 2378,92 € - 702,99 € - 584,04 € 320,09 € - 3227,21€
Trade receivables and trade payables 810,00 € - 1971,00 € 1040,00 € 1694,00 € 1029,00 € 131,00 € - 1182,64 € - 277352 € - 239,14 € 103,72 € - 66,36 €
Receivables from financial services - 10257,00 € - 4 664,00 € 2397,00 € 3879,00 € - 5327,00 € - 5812,00 € - 1277,90 € - 567,37 € - 467,79€ ~ 375,57 € 1031,48 €
Vehicles on operating leases - 1609,00 € - 1156,00 € 1822,00 € 1428,00 € 3810,00 € - 640,00 € - 3672,77 € - 242475 € - 769,55€ ~ 453,71 € 689,30 €
Other operating assets and liabilities 877,00 € 5641,00 € 653,00 € - 1261,00 € 358,00 € 1624,00 € - 5959,09 € 95,14 € 64,96 € 159,71 € 126,79 €
Dividends received from equity-method investments 1380,00 € 1202,00 € 1783,00 € 1625,00 € 1605,00 € 2 056,00 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 €
Income taxes paid - 2858,00 € - 2 107,00 € - 1993,00 € - 3812,00€ - 5009,00 € - 5621,00 € - 424561€ - 4 109,08 € - 3930,93€ - 3516,51 € - 320570 €
Cash flow from operating activities 343,00 € 7 888,00 € 22 332,00 € 24 549,00 € 16 894,00 € 14 470,00 € 7 285,80 € 15 572,97 € 19 731,61 € 22 096,21 € 18 477,01 €
Investing Activities
Additions to property, plant and equipment - 7534,00 € - 7199,00 € - 5741,00€ - 4 579,00 € - 3481,00€ - 374500 € - 5951,04 € - 3946,77 € - 7876,50 € - 10 135,76 € 124,68 €
Additions to intangible assets - 3167,00€ - 3636,00 € - 2819,00€ - 2741,00€ - 3418,00€ - 4 468,00 € - 3672,77€ - 6061,88€ - 5130,32 € 1134,28 € 689,30 €
Proceeds from disposals of property, plant and equipment and intangi 644,00 € 429,00 € 365,00 € 826,00 € 469,00 € 285,00 € - € - € - € - € - €
Investments in shareholdings - 780,00 € - 1619,00 € - 661,00 € - 573,00 € - 849,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 €
Proceeds from disposals of shareholdings and other business operatit 363,00 € 394,00 € 259,00 € 159,00 € 3337,00€ 612,00 € 3827,95€ 306,15 € - 1738,03€ - 2079,00€ - 4307,92€
Acquisition of marketable debt securities and similar investments - 5739,00€ - 5960,00 € - 3792,00€ - 5694,00 € - 2622,00€ - 4714,00€ - 3758,86 € 1368,52 € 576,89 € 560,44 € - 3418,75€
Proceeds from sales of marketable debt securities and similar investm 6 210,00 € 7014,00 € 5941,00 € 4 385,00 € 3084,00 € 5021,00 € 532243 € 195,05 € 986,69 € 1003,13 € 879,83 €
Other cash flows 82,00 € - 30,00 € 27,00 € - 7,00 € 27,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 €
Cash flow from investing activities - 9921,00 € - 10 607,00 € - 6 421,00 € - 6 226,00 € - 3 453,00 € - 7 315,00 € - 4 538,28 € - 844493 € - 13 487,28 € - 9 822,91 € - 6 338,87 €
Financing Activities
Change in short-term financing liabilities 2637,00 € 840,00 € - 3263,00 € 1463,00 € 172,00 € - 512,00 € 725,50 € 204,41 € 397,07 € - 799,72 € - 1032,25€
Additions to long-term financing liabilities 71 137,00 € 63 607,00 € 53 713,00 € 42 196,00 € 38 429,00 € 39 288,00 € 44 870,02 € 44 850,03 € 44 324,28 € 41273,61€ 38 333,27 €
Repayment of long-term financing liabilities - 56 318,00 € - 55043,00 € - 59 953,00 € - 60 859,00 € - 51945,00 € - 39473,00 € - 3370598 € - 44 890,00 € - 4537577 € - 47 374,95 € - 44 213,96 €
Dividend paid to shareholders of Mercedes-Benz Group AG - 390500 € - 3477,00€ - 963,00 € - 1444,00€ - 5349,00 € - 5556,00 € - 7081,19€ - 6926,02€ - 6706,09€ - 6 743,66 € - 573503 €
Dividends paid to non-controlling interests - 315,00 € - 263,00 € - 282,00 € - 366,00 € - 320,00 € - 324,00 € - 280,43 € - 302,50 € - 308,16 € - 307,58 € - 307,59 €
Other cash flows - 78,00 € - 79,00 € - € - 37,00 € - 19,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 €
Cash flow from financing activities 13 226,00 € 5628,00 € - 10 747,00 € - 19 059,00 € - 19 032,00 € - 8391,00 € ~ 4654,92 € - 6 937,08 € - 7 541,67 € - 13 825,30 € - 12 828,57 €
Effect of foreign exchange-rate changes on cash and cash equivalent 133,00 € 121,00 € - 999,00 € 870,00 € 88,00 € - 471,00 € - 471,00 € - 471,00 € - 471,00 € - 471,00€ - 942,00 €
Net decrease in cash and cash equivalents 3781,00 € 3030,00 € 4 165,00 € 134,00 € - 5503,00€ - 1707,00 € 693143 € - 280,04 € - 1768,34€ - 2023,00€ - 1632,42 €
Cash and cash equivalents at beginning of year 12 072,00 € 15 853,00 € 18 883,00 € 23 048,00 € 23 182,00 € 17 679,00 € 15 962,00 € 22893,43 € 22 613,39 € 20 845,05 € 18 822,05 €
Cash and cash equivalents at end of year 15 853,00 € 18 883,00 € 23 048,00 € 23 120,00 € 17 679,00 € 15 962,00 € 22 893,43 € 22 613,39 € 20 845,05 € 18 822,05 € 17 189,62 €




Consolidated Cash Flow Map (2028-2040)

in million euros

Operating Activities

Profit before income taxes 14 949,57 € 15 527,59 € 14 438,25 € 13 246,58 € 1134944 € 941214 € 879299 € 8940,68 € 9 459,95 € 9622,57 € 9732,18 € 10 057,56 €
Depreciation and amortization/impairments 828398 € 8337,85€ 844477 € 857123 € 878345 € 881394 € 10 237,24 € 9 864,73 € 10 141,22 € 10 359,13 € 10 442,83 € 10797,36 €
Other non-cash expense and income - 310,01 € - 32524 € - 304,60 € - 282,11€ - 244 47 € - 204,19€ - 199,00 € - 201,42€ - 215,06 € - 219,38 € - 22281€ - 230,84 €
Gains (-)/losses (+) from disposals of assets - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 €
Change in operating assets and liabilities - 2006,21€ - 9613,30€ - 9257,26 € - 778835€ - 6 637,55 € - 473254 € - 14 183,62 € - 8873,35€ - 11016,86 € - 1159,77 € - 3252,16 € - 723,29 €
Inventories 235194€ 3755,80 € - 237357 € 234435€ 148211 € 1456,69 € 4 253,83 € 591,50 € 2159,22 € 3041,75€ 3143,17 € 1655,76 €
Trade receivables and trade payables 62334€ " 1216,52 € - 917,64 € 628,70 € 310,52 € 168,18 € 1301,80 € 149,83 € 757,83 € 830,34 € 918,76 € 491,04 €
Receivables from financial services 890,03€ ~ 1299,35€ - 2 568,36 € 222994 € 264221 € 1773,26 € 3716,79€ 6 507,56 € 390532 € 1832,35€ 645,15 € 107554 €
Vehicles on operating leases 30,96€ ” 3172,73 € - 361833 € 270153 € 237825 € 1519,93 € 4983,70 € 2990,12 € 4 081,20 € 848,30 € 147,09 € 341,20 €
Other operating assets and liabilities 48,08€ " 168,90 € 220,64 € 116,17 € 175,54 € 185,52 € " 72,51 € 117,00 € 113,28 € 31,68 € 17,52 € 6,78 €
Dividends received from equity-method investments 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 €
Income taxes paid - 3271,11€ - 3421,89€ - 3059,19€ - 2681,21€ - 2103,85€ - 152555 € - 1204,23€ - 1273,05€ - 139%4,14€ - 142617 € - 1448,16 € - 1527,82€
Cash flow from operating activities 18 340,00 € 11 198,79 € 10 955,75 € 11759,91 € 11 840,80 € 12 457,58 € 4137,16 € 9 151,37 € 7 668,88 € 17 870,16 € 15 945,64 € 19 066,75 €
Investing Activities
Additions to property, plant and equipment 111,82 € 767,88 € 875,28 € 291,86 € - 3164,35€ - 133,56 € - 3639,47 € 1026,34 € - 1219,85€ 4 2336,40 € 187,00 € - 4 662,03 €
Additions to intangible assets 30,96 € - 4759,10€ - 904582€ - 6753,82€ - 594562 € - 6 079,73 € - 581432€ - 717629 € - 6 802,01 € 848,30 € 147,09 € 341,20 €
Proceeds from disposals of property, plant and equipment and intangi - € - € - € - € - € - € - € - € - € - € - € - €
Investments in shareholdings - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 €
Proceeds from disposals of shareholdings and other business operati - 2891,75€ - 543,92 € 759,26 € - 1931,00€ - 121,37 € - 3 005,10 € 30,39€ - 960,00 € - 1450,51 € - 2081,05€ - 3391,37€ - 1619,71 €
Acquisition of marketable debt securities and similar investments - 4394,33€ 554,31 € 806,60 € 937,40 € 121352 € 1168,08 € - 1108,49 € 718,14 € 1300,99 € 124563 € 1126,16 € 1262,30 €
Proceeds from sales of marketable debt securities and similar investr 684,71 € 1009,27 € 756,98 € 626,18 € 350,05 € 395,49 € 2672,07 € 845,44 € 262,59 € 317,94 € 437,41 € 301,27 €
Other cash flows 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 €
Cash flow from investing activities s 6 764,59 € - 3277,56 € - 6 153,70 € - 713539 € - 7973,78 € - 7 960,82 € - 8165,82 € - 5852,37 € - 8214,79 € - 2311,59 € - 1799,70 € - 4 682,96 €
Fir ing Activities
Change in short-term financing liabilities - 942,21 € 486,00 € 890,45 € 764,53 € 797,43 € 391,54 € 1664,20 € 1062,15 € " 2770,31€ - 1078,01 € - 144744 € - 3005,19 €
Additions to long-term financing liabilities 35933,88 € 34 480,23 € 34 467,43 € 34 47547 € 34 726,65 € 34 447,59 € 39441,36€ ~ 3947216 € 40793,12 € 35926,19€ ~ 31 850,58 € 28 640,34 €
Repayment of long-term financing liabilities - 4073265€ - 3738754 € - 34493,03€ - 3445939€ - 3422428 € - 3500570 € - 2945383€ " 38671,25€ - 38151,20€ - 45 660,06 € - 40001,80€ - 35060,81 €
Dividend paid to shareholders of Mercedes-Benz Group AG - 5839,79€ - 6057,90 € - 567967 € - 525521€ - 4568,31€ - 386544 € - 3678,12€ - 558793 € - 392316 € - 398764 € - 4031,49€ - 4 152,32 €
Dividends paid to non-controlling interests - 31329€ - 316,55 € - 324,30 € - 334,64 € - 348,58 € - 354,78 € - 417,07 € - 405,05 € - 417,99 € - 423,01 € - 42527 € - 435,62 €
Other cash flows 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 €
Cash flow from financing activities 4 11767,05€ - 8 668,77 € - 5012,12€ - 4682,25€ - 3490,10 € - 4259,79 € ~ 7 683,53 € - 4002,92€ ~ 1198,09 € - 15 095,52 € - 13928,44 € - 13 886,60 €
Effect of foreign exchange-rate changes on cash and cash equivalent - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 €
Net decrease in cash and cash equivalents - 1133,64€ - 1689,54 € - 1152,07€ - 999,73 € - 565,08 € - 705,03 € 2712,87€ - 164593 € - 289,82 € - 478,95 € - 724,50 € - 444,81 €
Cash and cash equivalents at beginning of year 17 189,62 € 16 055,99 € 14 366,45 € 13 214,38 € 12 214,64 € 11 649,57 € 10 944,54 € 13 657,41 € 12 011,48 € 11721,66 € 11242,71 € 10 518,22 €
Cash and cash equivalents at end of year 16 055,99 € 14 366,45 € 13 214,38 € 12214,64 € 11 649,57 € 10 944,54 € 13 657,41 € 12 011,48 € 11721,66 € 11242,71 € 10 518,22 € 10 073,41 €




1.2 Multiples Valuation: Range of Implied Share Prices
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Recommendation: BUY
Era of Automobiles
Shareholder Return 10.55%
Equity Research in the Automotive Industry Price Target FY24: 75.39 €
. A BUY recommendation is given based on a comprehensive Price (as of 10-May-24) 68.19 €
sum of the parts valuation considering intrinsic and relative Reuters: mbgn.de, Bloomberg: MBG
valuation methods, (APV, DCF, Multiples Valuation) resulting in a
. 52-week range (€) 55.08-77.45
target price of 75.39 € and return of 10.55%.
Market Cap (€m) 70,985
. Mercedes is pursuing a luxury strategy and investing g}:*;séas"ding Shares (m) excl. Treasury 1040.97
heavily in the electrification of its fleet. The company is leveraging Free Float % 77.56%

its brand, strategic partnerships and innovation capabilities to | Source: Refiniiv WS

become a leader in the premium and luxury EV segment. Mercedes-Benz vs. MSCI World vs. STOXX Europe 600
Automobiles & Parts

10/2021:

Daimler Trucks Spin-

03/2020: Off Vote

Startof
Covid-19
Pandemic AL
il (al
w\.\/\/"“\ y

. Current demand growth for EVs is slowing down, with high

prices and range anxiety as barriers to adoption. However, as EV |

technology and infrastructure improves and regulatory pressure o/ oot o3z o 7204
50% Daimler Trucks lobal interest rate
. . . . Spin-Off hikes to combat inflation
tightens, demand for EVs will pick up, making up at least 40% of total |, Proposal
PRSP PSP PSS TS
. . “W > \‘\’,L ‘},’L «’L g Q\’,L Q\fl «’1/ g Q\'J: Q\{L “’\/ > \‘\ﬂv Q\,’L (‘,’1« > \)\’,L :F/L «’v g
vehicle sales in 2030. SIS T G T I

~—Mercedes-Benz  ——MSCI World STOXX Europe 600 Automobiiles & Parts.

" Other major challenges and risks include the increased Source: Refinitiv WS

competition of emerging Chinese EV manufacturers, trade tariffs,

(Values in € billions) 2023 2024E  2025F
the lower profit margins of EVs due to expensive raw materials for = 249 258 257
the batteries and uncertainty of environmental policies. thereof Top-End 0.23 0.25 0.26
thereof Core 1.16 1.21 1.21
" Mercedes’ high ESG ratings signal strong commitment to thereof Entry 0.65 0.62 0.60
its sustainability strategy and give a positive outlook to the thereof Vans 0.45 0.50 0.50
company’s performance in a climate-change oriented world. Cars Electric Vehicle Share 0% 2%  2T%
Revenues 15322 161.19  165.26
Company description Gross Profit 3438 3640 3643
Mercedes-Benz Group AG (formerly Daimler AG) is a German EET lo@s 7k 4w
automotive engineering and manufacturing company. It develops, Net Profit 1453 1406  13.78
produces and distributes luxury and premium cars and vans globally. EPS 1358 1314  12.88
Segments include Mercedes-Benz Cars, Mercedes-Benz Vans and PIE 502x 519  5.30x

Mercedes-Benz Mobility, offering financing, leasing, and mobility

. . . Source: Mercedes-Benz Annual Report, Own Projections
solutions to support automotive sales worldwide.
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stands for luxury cars

Chrysler merger and
Daimler Trucks spinoff
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MASTER IN FINANCE
1. Company Overview

1.1 Company History

Mercedes-Benz, a hallmark of automotive excellence and innovation, traces its
origins to the late 19th century, reflecting a rich history characterized by pioneering
engineering and luxury. The company was founded in 1926 under the name
Daimler-Benz AG, through the merger of Benz & Cie. and Daimler Motoren
Gesellschaft, two of the earliest automobile manufacturers, established in 1883

and 1890 and under the lead of Karl Benz and Gottlieb Daimler, respectively.

Post-World War 1, Mercedes-Benz quickly re-established itself as a symbol of
luxury and quality. The company made significant advancements in automotive
technology, including the introduction of fuel injection, anti-lock brakes, and
airbags, setting industry standards for safety and performance.

However, not all ventures were successful: the 1998 merger with Chrysler was
intended to create a global powerhouse but instead faced cultural and economic
clashes, leading to a separation in 2007. Moreover, recognizing the need to
sharpen its focus on core automotive and mobility solutions, Mercedes’ parent
company, Daimler AG, executed a strategic spinoff of Daimler Trucks in 2021,

aiming to enhance capital market perception and increase operational clarity.

Today, Mercedes-Benz is not only a leader in luxury vehicles and premium vans
but also at the forefront of electric vehicle technology and autonomous driving
innovations. The company sees the future of automobiles being powered by
electricity and has consequently committed itself to an electrification of its car and
vans fleet, targeting electric vehicle (EV) sales to reach up to 50% of overall sales

in the second half of this decade.
1.2 Business Model

Following the 2021 spin-off of its trucks and buses division, Mercedes-Benz has
streamlined its operations into three core areas: Cars, Vans and Mobility. The first
two divisions focus on the worldwide production and sales of luxury and premium
vehicles, while the purpose of the complementary Mobility division is to provide

financing, leasing and other financial services as part of the sales process.
» Mercedes-Benz Cars

The Cars division is the largest within Mercedes-Benz in terms of revenue and
units sold, bringing in € 107bn from selling 2.04m cars in 2023. It focusses on the

production and sale of luxury and premium passenger cars, which can be divided
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into three product categories: Top-End, Core and Entry. While the Top-End cars,
such as the S- and G-Class as well as the Maybach brand, are the most
recognizable and quickly growing, this category only makes up 16% of the
company’s unit sales. 54% of the cars sold are in the Core category which is made
up of the classic C- and E-Class as well as their SUV counterparts, GLC and GLE.
The remaining product mix of 30% is captured by the entry level cars, with the A-

Class, GLA and GLB being the most popular models.

As Mercedes-Benz's steers towards electrification of its fleet, electric vehicles
(EVs) currently account for 20% of its total sales in 2023, up from last year's 16%.
Thereof, 60% of vehicles sold were all-electric vehicles (BEVs), with the entry-level
models EQA and EQB making up 45% of the BEV sales. The remaining 40%
comprised plug-in hybrids (PHEVs), with sales declining to 161,000 units from
184,000 in the prior year. Additionally, in cooperation with Geely, Mercedes-Benz

is offering entry-level EVs under the smart brand.

Mercedes-Benz’s regional sales distribution underscores its global market
presence. The company has fully embraced its popularity in Asia, accounting for
47% of sales. China especially stands out, accounting for 36% of global sales, with
80% of cars sold being produced locally. The 2 other most important regions are
Europe and the USA, of which the former displayed strong growth of 9% in the last
year. Sales in Mercedes’ home market Germany grew by 11% as sales are
creeping up to pre-pandemic highs.

= Mercedes-Benz Vans

The Vans division is a rapidly growing market segment for Mercedes-Benz that
serves premium vans to commercial and private customers. With unit sales
reaching a record 447,790 and revenues hitting close to €20 billion, Mercedes-
Benz Vans has observed an 8% increase in unit sales and an 18% surge in
revenues compared to the previous year. These vans are highly valued for their
reliability and versatility and are available in three size categories. The largest, the
Sprinter, dominates the segment, accounting for 53% of total sales. The mid-sized
models, which include the V-Class geared towards private use and the Vito for
commercial use, also contribute significantly to the division's success, comprising
40% of unit sales. While being able to grow 40% YoY, the small sized vans T-Class

and Citan make up only 7% of total vans sales.

Electric vehicle sales within this segment are gaining momentum, currently
representing 5% of total unit sales—an increase by 53% compared to 2022. This
upward trend is expected to accelerate with the recent launch of the significantly

improved eSprinter, which debuted in North America in September 2023 and in
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Board of Management

Name Ola Kallenius Dr Jorg Burzer
Age 54 54
Role Chairman/CEQ P reduction,
Quality & SCM
Joined Mercedes 1993 1999
2015
Joined Board (Chairman since 2021
2019)
Appointed Until 05/2029 11/2029
Name Rena_t.a Jungo Sabine Kohleisen
Briingger
Age 62 60
Integrity, HR & Labour
Role Governance & Director
Sustainability
Joined Mercedes 2011 1990
Joined Board 2016 2021
Appointed Until 12/2025 11/2025
Name Markus Schafer  Britta Seeger
Age 58 55
CTO,
Role Development& Marketing & Sales
Procurement
Joined Mercedes 1990 1989
Joined Board 2019 2017
Appointed Until 05/2026 12/2029
Name Hubertus Troska Harald Wilhelm
Age 64 58
Finance &
Role Greater China Controlling/
Mobility
Joined Mercedes 1988 1992
Joined Board 2012 2019
Appointed Until 12/2025 03/2027

Figure 11: Current Board of Management

Europe in early 2024. Mercedes-Benz is clearly committed to its electrification

goals, offering an electric version for each model in its current van line-up.

Regionally, Mercedes-Benz’s main van market is Europe, making up 62% of global
sales — of which Germany accounts for 25%. Europe as well as the second biggest
market, the USA, displayed strong growth of 8% and 13% last year, respectively.
However, a strong presence in Asia and the rest of the world has not yet been

established, with sales numbers stagnating in the last 2 years.
* Mercedes-Benz Mobility

The Mobility division’s main function is to facilitate the sales of the two vehicle
brands, Cars and Vans, by offering custom financial and mobility services. It
operates similarly to a bank by offering financing and leasing contracts for the
purchased vehicles. Currently, 4.3m Mercedes-Benz vehicles are leased and
financed, with the division’s total contract volume of € 135,000 million being up 2%
compared to 2022 figures. On top of that, Mobility offers insurance services as well

as fleet management solutions for its business customers under the Athlon brand.

The division has also found a new focus within its electrification strategy: excite
and incentivize the customer for electric mobility. It is working on expanding the
Mercedes-Benz charging network which already has access to more than 1.5m
public charging points. By offering leasing and financing customers attractive
follow-up contracts for EVs, Mercedes-Benz Mobility is playing an active part to

increase widespread EV adoption.
1.3 Board of Management and Supervisory Board

German corporations employ a strict two-tier corporate governance model
according to §§ 95 to 116 Aktiengesetz (AktG), consisting of a governing
management board that is subordinated to the supervisory board, which is
responsible for controlling the management board’s actions by approving major

business decisions as well as appointing the management board.

The newly appointed Chairman of the Supervisory Board (appointed on 25. April
2024), Martin Brudermdiller, was the most recent CEO of the German chemical
giant BASF, who is highly experienced in the supply of chemical automotive
components such as paint, plastics and battery chemicals. He has been in the
spotlight for initiating an investment of over € 10bn in new production sites for
BASF in China, a move deemed very controversial by German media and politics
(Hage, 2022). Looking forward, we predict Brudermiiller's influence to expand

Mercedes’ business in China.
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Meanwhile, Ola Kallenius, the Chairman of the Board of Management (CEO), who
Chairman: Dr. Martin Brudermiiller
Deputy Chairman: Ergun Limali is the main driver behind Mercedes-Benz's strategy of focussing on electrification
Shareholder Employee
Representatives Representatives and luxury, has had his contract renewed until 2029, showing strong signs of trust
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Dame Polly Courtice Gabriela Neher
Marco Gobbetti Michael Peters

Timotheus Hoéttges Roman Romanowski
Olaf Koch Monika Tielsch

Dr. Frank Weber
Roman Zitzelsberger

Stefan Pierer
Prof. Dr. Helene Svahn

Figure 12: Current Supervisory Board
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Figure 15: Strategic Partnerships

by the Supervisory Board in the path that the company is taking under his lead.
We can therefore assume there to be no significant change in company strategy
in the short to medium-term.

1.4 Shareholder Structure

As opposed to the other two German automotive giants Volkswagen and BMW,
Mercedes-Benz is not majorly in family ownership, instead its shareholder base is
much more fragmented, with a free float of 77.56% compared to 49.51% of BMW
and 26.69% of Volkswagen. The two largest equity stakes are held by Chinese
companies BAIC Group, which is the 7" largest car manufacturer in China and
state-owned, and Geely, a multi-brand car manufacturer with 2.8m car sales in
2023 (3™ largest in China) with holdings of 9.98% and 9.69% respectively. The
only other two investors with a larger than 5% equity stake are the Kuwait
Investment Authority (5.57%, down from 6.8% in 2023) and Blackrock (5.02%).
While being in such fragmented ownership leads to financial discipline under high
financial market scrutiny, it also leaves the company vulnerable to a large-scale
takeover. Considering that Geely owner Li Shufu was able to quietly take over
close to 10% in ownership, it is not unthinkable that altogether, Chinese companies
could admit ownership of over 25% and reach a blocking minority — thus making

Mercedes-Benz ultimately an increasingly China-influenced company.
1.5 Company Strategy

Under the reign of Ola Kallenius, Mercedes-Benz Cars is pursuing a luxury
strategy, with the goal of building the “world’s most desirable cars”. The company
is looking to mainly grow in their Top-End customer segment and focus on its
luxury positioning, which should also benefit their reputation in the Core and Entry-
level segment. With the new electric-first MMA platform, production starting in early
2025, the Entry-level offering is expected to shrink as the A- and B-Class will be
discontinued (13% of unit sales in 2023) and replaced by the new CLA.

The second major pillar in Mercedes-Benz’s strategy is the electrification of their
fleet, both in the cars and vans segment. While the carmaker had previously
announced the target of 50% of sales to be electric (BEV and PHEV) in 2025, it
has backpedalled from this goal until later this decade as market developments
have made clear that demand for EVs is cooling down. Mercedes is now aiming to

be more tactically flexible in the short- to mid-term and wants to be able to serve
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Platform Developments demand for their cars, whether as Internal Combustion Engines (ICEs) or EVs.

PI:/TI/? A"" Seé’r:';j"t Rzlgzasse This implies that not only huge investments will have to be made in EVs and battery
MB.EA Core 2026 development, but also funds will also be needed to develop cutting-edge ICE
MBEA-L  Top-End 2027
AMG.EA AMG Models 2026 technology. However, in the long-term, Mercedes-Benz sees an electric future for
VAN.EA Vans 2026

Figure 16: Platform Developments cars, for which 4 highly innovative electric platforms are currently in development

(Figure 16). The new platforms are expected to achieve breakthroughs when it
comes to battery technology, reaching up to more than 1000km of range and a

significant improvement in charging time.

In the Vans segment, Mercedes is positioning itself to be the leading electric

A “super-luxury” van premium and luxury van manufacturer and is expecting to reach a 20% share of
is in development for
the Chinese market

(Wirtschaftswoche, aiming to reach their carbon emission reduction goals, the electric vans segment
2024)

electric sales in 2026 (Wirtschaftswoche, 2024). With many commercial clients

shows promising growth despite the current low adoption rates.

Furthermore, Mercedes has introduced a new agency-based Direct-to-Consumer
sales model in May 2023 in Germany, which is being rolled out to further
geographies. The implications of this new sales strategy will be discussed in the
“Industry Trends” section.

1.6 Environment, Social and Governance

Mercedes-Benz ESG Ratings

Rating Provider  Refinitiv Sustainalytics MSCI

ESG Rating 92 20 A H . H . . . . . .

Industry Ranking 1 Jeeie sasae | With the rising importance of sustainable business practices in public policies and
i | 5°Caligned . . . L . .

evronmentalScore 20 S el gociety, investors are evaluating companies’ sustainability performance as an

Governance Score 94 7.5

additional risk factor in their portfolios. Sustainability is measured along three

Figure 17: Mercedes-Benz ESG Ratings
(Sources listed)

pillars — environment, social and governance — and summarized by an overall ESG

Competitor ESG Ratings rating, calculated by different providers. While no rating providers have the same

o mbecn| S e baen> | aan s mesy| Methodology to obtain their ESG ratings, Mercedes-Benz performs among the best

Rating Provider

poreedes 2:3; ggg A’;\ of all major automobile manufacturers, showcasing clearly defined goals and
Porsche n/a 171 B H H HR . “ »
Stollantic o715 233 s | Processes to improve sustainability. However, when evaluating the “Controversy
Loswagen et . oes | Score, the company performs below the industry average, mainly due to past legal

Figure 18: Overview Peer Group ESG Ratings
(Sources listed)

vehicles around 2015.

Scope 1 to 3 emissions

problems concerning widespread manipulation of emissions data of Diesel

Net Zero per vehicle =  Environment
Target (in t CO2e)
2023 2 yr CAGR . . . . .

BMW 2050 T 1 310,| NOwadays, Mercedes is fully aligned with the goals of the Paris Climate Agreement
Mercedes-Benz 2039 46.5 -2.68%| for 2050 and the company even strives to reach a carbon-neutral vehicle fleet by
Porsche 2030 62.7 -0.87%
Stellantis 2038 74.3 3.75%| 2039 according to its “Ambition 2039” target. Not only are the targets ambitious,
Volkswagen 2050 47.3 -1.14% C ey s . s
Volvo Cars 2040 439 6.02%| but many initiatives are already being taken to reduce emissions along the whole

Figure 19: Peer Group Environmental
Performance (Sources: Company’s
Sustainability Reports)

value chain of automobile production, from sourcing CO2 reduced steel to

implementing green charging solutions, having already achieved an emission
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reduction in production of 18.5% in the last 2 years. However, the viability of the

Ambition 2039 goal is questionable, as car manufacturers rely on a significant
140

120 number of suppliers for the production of a car, which realistically do not follow as
1% ambitious decarbonization goals as Mercedes does or may not even be able to
80
60 fulfil the environmental criteria. So, despite immense power over suppliers by

° Mercedes, it is not so straightforward to become one of the carbon-neutral pioneers
along with Stellantis and Polestar (CO2-neutrality targets: 2038 and 2040).

% Nevertheless, Mercedes’ highly ambitious goals and actions compared to its main

20

— —Requiement2023 - ~Taget225 Tagetzos0  competitors BMW and Volkswagen Group (CO:2-neutrality targets: both 2050)

Figure 20: Peer Group CO2 Fleet Emissions in
EU (in g/km) (2023) (WLTP Measurement)
(Sources: Company’s Sustainability Reports)

towards emission reduction are beneficial to maintain its high ESG score and instil
investor confidence in the company’s long-term orientation. However, maintaining
a favorable ESG score in the long-term will highly depend on continuing to follow
the electrification strategy and investing in emission-free production capabilities.

»= Social
= Mercedes-Benz, along with its main European-based competitors, score relatively
Employee Turnover
high in the Social pillar, as can be expected for companies that are based in a very
Female Board Members % e — . . . YT
employee friendly and regulated region. One of the main initiatives for Mercedes
—
Female Managers % employees is the “Sustainable People Plan” which aims to help adapt the
Female Employees % workforce to the new skills needed in the continuously transforming automotive
0% 10% 20% 30% 40% 50% jndustry. This initiative has led to an increase of 19% in training hours to 2.3m in
u Mercedes-Benz m BMW Porsche
Stellantis Volkswagen = Volvo Cars the last year. Furthermore, the plan encompasses the goal to reach 30% women
Figure 21: Peer Group Social Sustainabilit . . . . .
pgformance (2023) (goumes: Company'sy in senior management positions, compared to 25.7% in 2023 and 20.5% in 2020.

Sustainability Reports)
Additionally, Mercedes sees itself as a contributor to society and urban mobility

through its development of autonomous driving and car safety standards, as well

as through expansion of its charging network.
= (Governance

A high score in Governance is what sets Mercedes apart from its competitors. A
high share of females in the board (37.5%) as well as strong processes that

promote the focus on the company’s long-term sustainability and integrity are
Renata Juno Briigger
as the board member
for Integrity, Jungo Briingger is a member of the board and responsible for integrity, governance
Governance and
Sustainability

factors that play into this dominant rating. In its organizational structure, Renata

and sustainability and therefore leads the Group Sustainability Committee. This
makes her the only board member at one of the large publicly held German
automakers to hold a board position that focusses on sustainability.

Furthermore, remuneration for board members at Mercedes-Benz includes a

variable compensation that can be based on the fulfiilment of ESG targets and
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Competitive Financial Analysis - Industrials

Gross Profit Margin 2021 2022 2023 | make up 20% of stock options and up to 25% of annual bonus remuneration.

Mercedes-Benz Cars 23.7% 23.9% 23.4%

Mercedes-Benz Vans ~ 20.4% 21.3% 246% | Hereby, a diverse number of non-financial goals are set which incentivize the

BMW 17.6% 156% 16.9% | 4 ansformation to a more sustainable organization

Porsche 28.4% 30.0% 32.0% 9 :

RoA 2021 2022 2023

Mercedes-Benz 4.3% 61% 59% 1.7 Historic Financial Analysis

BMW 55% 7.8% 4.8%

Porsche 83% 10.0% 112%| . . . L )

RoE 2021 2022 2023 | Diving into Mercedes-Benz’s financials, we can better understand the current

'\B"'\enzlcvedes'Be”Z 1:;; ;23; 12‘;; situation of the company. Excluding the Daimler Trucks business, revenues were

. ] . (1] . (]

Porsche 18.6% 24.8% 28.5% | stable until 2020, when the Covid-19 pandemic slowed down sales by 8%.

Cash Conversion Cycle 2021 2022 2023 . i

Mercedes-Benz 7514 759 746 | Mercedes recovered strongly afterwards, growing on average by 8.6% until 2023,

gz"r:ihe 12‘2"‘§ 1223 1;2'2 despite the emergence of armed conflicts in Europe. Looking at gross profit and

Current Ratio 2021 2022 2023 | EBIT margins, it is noticeable that Mercedes is a strong performer among its

Mercedes-Benz 1.17 1.16 1.26

BMW 113 109 1.009 | industry peers, coming in second after Porsche. Surprisingly, the Vans division has

P h 1.42 1.22 1.4 . . . . .

szscck :atio 2021 2022 202: greatly improved its operational performance, exceeding the margins of the larger

Mercedes-Benz 093 087 0.93| Carsdivision. For the Mercedes Group it can be seen as a concern that the smaller

BMW 092 086 0.82

Porsche 107 o088 1.04| Vans division which sells their commercial vehicles at a much lower price point

Sol Rati 2021 2022 2023 . Lo . . .

MZ;Z:::_B;': 039 049 054 than the premium Cars division is able to outperform by 2.9pp. in EBIT margin.

BMW 048 056 0.57 | |nvestigating the efficiency, liquidity and solvency ratios, Mercedes is a very stable

Porsche 0.81 0.56 0.75

Dividend Yield (Gross) 2021 2022 2023 | company that falls in line with its main competitors, so that no financial concerns

Mercedes-Benz 20% 81% 8.3% . . .

BMW 21% 9% 4% | Need to be raised for the immediate future.

Volkswagen 1.8% 17.9% 7.3% . . . . . .

Dividend Payout Ratio 2021 2022 2023 | This assumption can be confirmed when analysing the historical free cash flows of

Mercedes-Benz 50.1% 38.3% 42.4% . . ) . .

BMW 30.9% 308% 336y | the firm. After reformulating the financial statements into core and non-core

Volkswagen 25.4% 29.3% 28.2% | gctivities (of which non-core is assigned to the Parent Company), the business was

Figure 22: Competitive Financial Analysis

(Source: Annual Reports, Refinitiv) then split into the industrial business and the financial services (Mobility) business.
o ol The industrials business has historically shown strong Unlevered Free Cash

17.3 . . . . . .
LI s« Flows to the Firm, reaching its peak in 2021 due to the Daimler Trucks spin-off.
1.0 9.8% 4, 8.7% , . L.
II wll "o s Due to the company’s strong sales and operational efficiency, the free cash flows
0’0@ Qé\% &

SWI 0%
&
(<4 K~

II are strong enough to launch an electric offensive and heavily invest into the R&D,

Ky R & & technologies and infrastructure that is needed to succeed as an EV maker. Since
& S N & <° &
fﬁb Gy“"% ° Mobility is a financial services provider, the Free Cash Flows to Equity need to
¥
2021 =202 w2023 be analysed. As expected, Mobility’s cash flows are much lower than those of the

Figure 23: EBIT Margin Industry Comparison

(Source: Annual Reports, Refinitiv) industrials business, as it is a supporting division to facilitate the sales process.

Nevertheless, the cash flows have been positive since 2019, indicating that the
€25,000

22,59 firm is being managed appropriately financially.

€20,000

€15,000

10000 T Looking further at the financial arm of Mercedes-Benz, the most relevant financial

7,923

€5,000 %w measure is the Return on Equity (RoE), which has decreased by almost 10pp. to
© e 12.3% in the last two years, but still boasts the highest figure among its 2 German
€(5,000)
€(10,000) e competitors, BMW and VW. Not only has the RoE decreased, but with it also the
2018 2019 2020 2021 2022 2023
—industrials - FGFF —Mobillty - FCFE gross profit and EBIT margin of the segment, while revenues stayed stable. This

Figure 24: Historical Free Cash Flows
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EUENCEIWNEIVEERIENENEEIEEIIILENN recent negative financial performance in the whole automotive industry can be
Gross Profit Margin 2021 2022 2023

Mercedes-Benz 18% 15%  12%| €xplained by the extraordinarily strong net interest margins carmakers were able

BMW 6% 13%  13%| {9 achieve during the Covid-19 pandemic in 2020 and 2021. While borrowing rates

Volkswagen 16% 20% 15% ) .

EBIT Margin 2021 2022 2023| reached a low, financing rates offered to customers more or less stagnated,
_ [ [ [ . . . . . : ..

Mercedes-Benz 13% 9% 5% |eading to a large boost in the interest margin. With treasury interest rates rising

BMW 11% 9% 8%

Volkswagen 1%  12% 7%| globally in 2022, the net interest margin has decreased as the interest rate

RoE 2021 2022 2023 .

Mercedes.Benz 220% 16.8% 12.30| INCreases could not be fully passed on to the customers. Also, carmakers

BMW 11.3% 11.9% 11.0%| nowadays offer deals on financing and leasing rates as a pricing instrument.

Volkswagen 17.3% 14.1% 8.8%

i - P - Instead of decreasing the retail price when demand is suffering, financing rates are
igure 25: Competitive Financial Analysis —
E‘gﬁ;‘l‘t’l'j")’ services (Sources: Annual Reports, dacreased to not give a negative signal to the capital markets that retail prices are

being lowered, thereby decreasing the net interest margin.

9.00
8.00
7.00

o Finally, it's worth noting that Mercedes-Benz has a tradition of paying dividends,

5.00

with an average payout of 5.17€ since the pandemic, in line with its biggest
200 M competitor BMW. This translates to a payout ratio of approximately 40%.

1.00

0.00
Jan  Jan Jan  Jan  Jan Jan Jan  Jan  Jan  Jan  Jan
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

St e s 2 Industry Overview and Outlook

Figure 26: USA — Historical Net Interest
Margins (Source: Bankrate)

2.1 Macroeconomic Environment and Outlook

With the automotive industry contributing to 5.7% of global economic output (IMF,

2019), the supply and demand of cars is highly dependent on each region’s

economic situation. As the biggest automotive markets are still recovering from the

economic aftermath of the Covid-19 pandemic in the form of widespread inflation

—Real GDP Growth  —lnflation Rate and the fastest hike of interest rates in the history of central banks as well as being
Figure 27: Worldwide Economic Indicators (in . . . Lo L.
%) (Source: IMF) impacted by geopolitical conflicts and restrictive trade policies, the 2024 forecast
80 25%

for global passenger car sales growth is at 3%, with commercial vehicle sales
o stagnating. It is important to note that interest rates are an important driver to
™ determine car demand, as the maijority of car purchases, both for new and used
:/ cars, are based on financing deals (Figure 29). With 84% of Mercedes’ vehicle

o sales coming from Europe, China and USA, these markets will be expanded upon.

= Passenger Vehicles  —YoY Growih % = European Markets
Figure 28: Worldwide Passenger Vehicles

Sales Forecast (in m) (Source: Statista) Last year's GDP growth in Europe has decelerated to 1% from 3.6% in 2022 amid
80% large interest rate hikes combating ramping inflation especially in energy prices
49% palipais following the outbreak of the Russia-Ukraine conflict as well as economic stimuli
il e during the pandemic. Growth within the largest European economies has suffered
II I even more, with Germany, the largest GDP in Europe, even recording GDP
Germany _NewCai“"‘:‘USed e usa shrinkage and being close to a recession. However, with inflation in the EU
Figure 29: Share of Car Financing Deals decreasing, the first interest rate cut since 2019 is expected in June 2024 and

(2022/2023) (Sources: Ipsos, JD Power,
Experian)
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Figure 30: Europe Economic Indicators (in %)
(Source: IMF)
4
35
3
25
2
15
4
05

2018 2021

USA

2019 2020
OECD Average

2015 2016 2017

—EU —China
Figure 31: Gross Domestic Spending on R&D
(in % of GDP) (Source: OECD)
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Figure 33: China Economic Indicators (in

%) (Source: IMF)
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Forecast (in m), incl. YoY %growth (Source:
Statista)

intends to initiate an economic upturn (Reuters, 2024). Driven by wage growth,
consumer spending in the five largest European economies is expected to
increase around 1% YoY (MasterCard, 2024).

For the long term, Europe will have to overcome significant economic and
competitive challenges. A quickly aging population means increased pension
burdens as well as a reduced labor force. Another challenge is the regulatory
environment that hinders technological innovation, as seen by the R&D
investments as % of GDP that places the EU at 2.16% significantly lower than its
main economic counterparts, USA and China (OECD, 2023). Also, the energy
transition, especially in industrial powerhouses like Germany which is moving away
from cheap Russian gas, is causing a loss in competitiveness in the manufacturing
industry due to higher energy costs and thereby affecting Mercedes-Benz and

other automobile manufacturers.

Despite the wide number of economic challenges in Europe, 2024 car sales are
projected to increase by 8.1% in 2024, reaching a total market volume 14.72m cars
sold. However, the CAGR from 2024 to 2028 is expected to be slightly negative at
-0.42%, due to the aforementioned challenges as well as Europe’s population
increasingly moving to urban areas and cities becoming less car friendly. Yet,
automobile manufacturers can still find growth opportunities within this stagnant
market, namely in the form of electric vehicles. With the ban of sales of passenger
cars with ICEs starting in the EU in 2035, EV sales are estimated to increase year
for year until a close to 100% share is reached in 2035 (assuming no other

competing powertrain technology emerges and policies are not changed).
= China

China, the second largest country in the world in terms of economic output, is
forecasted to grow their economy modestly by 4.6% this year. After seeing a major
slowdown in economic growth due to the country’s zero-Covid policy as well as a
property sector crisis after the 2021 default of the Evergrande Group, China’s
Central Bank has reduced its 5-year Loan Prime Rate to 3.95% in February
(Reuters, 2024). This cut of 25 bps is the biggest ever and displays an attempt to

stimulate economic growth, especially in the property sector.

Despite fears of a deflationary environment, passenger vehicle sales in the largest
automotive market in the world are expected to rise 2% this year, reaching 21.4m
units. Despite the end of the subsidy scheme for EV buyers in 2022, China’s strong
focus on EV technology has made the local industry competitive enough to sell an
estimated 6.8m EVs, capturing 32% of the total car market. However, a lower

demand than expected triggered price wars in 2023, leaving many carmakers
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Figure 35: USA Economic Indicators (in %)
(Source: IMF)
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Forecast (in m), incl. YoY %growth (Source:
Statista)
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Figure 37: Worldwide Electric Vehicle Sales
Forecast (in m) (Source: Statista)
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Figure 38: Worldwide Electric Vehicle Sales
Share per region (in %) (Source: Statista)

struggling to make profits on the expensive to build EVs (Fortune, 2024). It should
also be noted that EVs in the premium segment are by far not as popular as in the
entry segment. Especially foreign car makers are struggling to sell their premium
EVs to Chinese consumers, with cars like the Mercedes EQS and Porsche Taycan

falling significantly below sales expectations (Automobilwoche, 2023).
» United States

Similarly to Europe, United States has suffered a decrease in GDP growth with a
simultaneous rise in inflation following the Covid-19 pandemic. In the current high
interest rate environment, inflation is easing and could allow for rate reductions by
the Federal Reserve in late 2024, potentially revitalizing the economy. Also, the
labour market remains strong with a low unemployment rate of 3.5%, supporting

consumer income and maintaining a good level of spending and economic activity.

In the automotive sector, total U.S. car sales for 2024 are expected to increase by
4% to approximately 14.8 million units, reflecting the impact of economic
uncertainties and higher financing costs. In contrast, the EV market is set to
expand significantly, with sales projected to increase by over 19% YoY, driven by
federal incentives and advancements in EV infrastructure. While at least 7 states
have planned to join California in committing to phasing out internal combustion
engines (ICEs) by 2035 under the Advanced Clear Cars Il rule, there is currently

no unified agreement at the federal level regarding a nationwide ICE ban.
2.2 Industry Trends

= Electrification

With the world pushing to reduce carbon emissions and reach a carbon neutral
world by 2050 according to the Paris agreement, it is generally agreed upon that
ICE cars powered by fossil fuels need to go. As standards for CO2 reductions and
penalties for non-compliance are rising, all major car manufacturers have
expanded their vehicle offering to include battery powered EVs which is currently
the most promising low carbon substitute for the ICE and more favoured than the

still highly inefficient synthetic fuels.

With European regulations indicating a stop to ICEs in 2035 and governments
worldwide incentivizing EV purchases through consumer and manufacturer
subsidies, all major car manufacturers want to gain market share within this fast-
growing market that has sold 13.6m vehicles in 2023, making up 18% of worldwide
car sales (Reuters, 2024). Looking forward, it is hard to predict how large the share
of EV sales will be, as consumer adoption depends on a multitude of factors and

challenges described in the next chapter. Forecasts by the IEA (2024), McKinsey
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Commercially available FCEVs

Manufacturers Model
Toyota Mirai Il
Honda CR-V e:FCEV
Hyundai Nexo

Total Unit Sales 2023 <15,000

Figure 39: Overview of
Commercially Available FCEVs in
2024
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Figure 40: Autonomous Driving
Levels Installed in Sold Vehicles
(in %) (Source: McKinsey)
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Sales by Region (in m) (Source: Strategy&)

(2023), UBS (2021) and Rystad Energy (2023) all predict an EV share of 40 to
44% in 2030, indicating the sale of around 40m EVs in 2030. This number aligns
with Mercedes and BMW’s goal of selling 50% EVs in 2030 (as more premium EVs
are sold than entry-level ones) and is a more conservative estimate than other
publications, which predict a share of 60% to 86% under favourable conditions
(RMI, 2023) (Forbes, 2024). Such a large shift in technology means that incumbent
ICE car manufacturers are at significant risk of losing their market leadership if

they do not appropriately adapt to market demands.
= Hydrogen Powered Cars

While EVs are the currently most advanced and widespread technology to reduce
carbon emissions, Toyota’s Akio Toyoda, CEO of the world’s largest car
manufacturer, is the most vocal proponent of FCEVs and believes that EVs will
only reach a maximum market share of 30% (Forbes, 2024), with FCEVs and ICEs
making up the rest — hence justifying the company’s large investments in hydrogen
drivetrains.. While less than 15,000 FCEVs were globally sold in 2023, looking
forward, the success of FCEVs is highly dependent on the manufacturers ability to
address the main challenges in the development and operations of a hydrogen
vehicle which encompass the high cost of hydrogen production, the tank safety as
well as the fuelling infrastructure. As of now, hydrogen cars are not ready for large
scale deployment and this does not seem likely for the foreseeable future. A
coexistence of EVs and FCEVs is possible, with a market share of 1 to 5% not out
of the picture (IDTechEx, 2023).

= Autonomous Driving

The rapid advancement in autonomous driving technology, fueled significantly by
breakthroughs in artificial intelligence, marks a pivotal shift in automotive
capabilities aligned with increasing demands for safety and efficiency. Leading the
charge are the companies Waymo, Mercedes-Benz and BMW, which are setting
industry standards. Waymo, renowned for its extensive testing and development
in Level 4 autonomous technologies, operates robo-taxi services across various
U.S. cities, utilizing sophisticated Al algorithms that allow vehicles to navigate
roads without human oversight within designated areas. With the DRIVE PILOT in
the S-Class and EQS, Mercedes-Benz has made significant headway with the
introduction of the world’s first Level 3 autonomous vehicle approved for
commercial use in 2023, which can independently handle traffic jam conditions
driving under 60 km/h. One year later, BMW, employing over 1800 individuals at
their Autonomous Driving Campus, became the second carmaker to offer L3

technology in their top-end cars.
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Forecasts suggest a robust expansion in the autonomous vehicle market, with
expectations that up to 50% of new vehicles could incorporate a basic level of L2
autonomous driving by 2030 and advanced L3+ technologies in 12% of vehicles
(McKinsey, 2023). This growth is anticipated to transform not just driving, but
broader mobility trends, influencing everything from car ownership rates to urban

development and emission reduction.
= Connected Car

Nowadays, mechanical excellence is not the key criteria for consumer’s car
purchases anymore. The global trend of connected cars is rapidly gaining

significance, particularly in China where advanced in-car connectivity and digital
70.0

600 59.8 services are major selling points. Chinese consumers are particularly open to

500 490 switching brands for better digital features, underscoring the importance of
311

100 26.1 technology in vehicle purchase decisions (McKinsey, 2023).

30.0

200 Connected cars enhance driving experiences by providing real-time traffic data,

remote diagnostics, Al-powered personal assistants, and in-car payment systems,

0.0

et among others. These functionalities not only improve safety and convenience but
Figure 42: Advanced Connected Cars Unit also meet the high expectations of tech-savvy buyers. Globally, features like over-

Sales Forecast (in m) (Source: Strategy&)
the-air (OTA) updates and advanced telematics are expected to generate

substantial economic value, potentially contributing $250 billion to $400 billion
annually by 2030 (McKinsey, 2023).

= Direct-to-Consumer Sales

Mercedes and other carmakers are starting to shift to direct-to-consumer sales

models (DTC) in the car industry, an industry that has historically been reliant on

Consistent omni-channel customer experience | dealerships to bring their product to the end consumer. With customers
More data-driven decision making . . . . . . .
Full pricing power increasingly demanding an upgraded customer experience, pricing consistency

Cost savings through centralization

and transparency, as well as more digital purchase options, the DTC model is

Balance Sheet inventory risk becoming more prevalent amongst car manufacturers, to the detriment of car
High IT infrastructure costs

Dealership resistance to change dealerships. While car dealerships will not be completely cut out from the value
Figure 43: DTC Opportunities and Risks for . . . .

OEMs chain, as they provide crucial after-sales services as well as local presence and

expertise to accustom important customer relationships, they are being
transitioned into an agency business model, meaning the cars on the dealership

lot will stay in the inventory books of the manufacturer.

While this poses a great financial risk for the OEMs if car demand dips, there is
much to gain from DTC sales. Not only does DTC entail higher profit margins by
offering a consistent manufacturer set retail price amongst all channels instead of

giving out individual customer discounts and paying a dealership commission, but
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Figure 44: Worldwide Light Commercial
Vehicle Sales Forecast (in m) (Source:
Statista)
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Figure 45: EV Unit Sales in Germany
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(Source: KBA)
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the car manufacturers can also take larger control over the brand experience while

collecting a large amount of customer data along the whole sales process.
» Light Commercial Vehicles

The market for small-, mid- and large-size vans, summarized as light commercial
vehicles (LCV) is expected to stagnate in all of Mercedes-Benz’'s main markets,
Europe, China and the US. However, a market opportunity arises for selling electric
LCVs, as a large number of companies, especially in Europe, are aiming to reduce
their carbon footprint. As LCV owners use their vehicles much more intensively
and are much more sensitive to the total cost of ownership (TCO), electric LCVs
are becoming more attractive due to increased performance and a lower TCO due
to cheaper recharging and repairs. In the long-term, carbon neutral commercial
vehicles will be crucial for businesses, hence significant growth in the electric LCV
market can be expected.

2.3 Industry Challenges and Risks

= Battery Technology and Production

The battery is the most important component of a BEV. Not only is it the largest
variable cost component in a car and therefore an important profitability driver, it
also determines the range, durability and charging time of the car which prove to
be important buying criteria. The main conflict is finding the right trade-off between
range (and therefore battery size) and price (which increases with battery size).
Currently, the most widespread and proven battery technology is lithium-ion
batteries, which are made using different raw materials, mainly containing lithium,
cobalt, manganese, nickel and graphite. However, an alternative and safer battery
technology that is in development by several OEMs are solid state batteries (SSB).
Tests have shown that SSBs have higher energy density, meaning they could have
a serious cost advantage in theory. Yet, these batteries are not yet economical to

produce at scale due to the need of scarce materials serving as a solid electrolyte.

Regardless of the battery technology in use, the main challenge for OEMs is to
further develop these technologies to be more cost-efficient, so that EVs can be
offered at prices on par with ICE vehicles. While battery prices are forecasted to
fall, recent news confirmed that EV market leader Tesla have cancelled their plans
to introduce their entry level model that was supposed to start at € 25,000. This
again underlines the current difficulty of building an economical EV (Reuters, 2024)
and proves to be an obstacle for widespread EV adoption, if governments do not

provide financial subsidies for the time being. An example for customer’s high price




MERCEDES-BENZ GROUP AG COMPANY REPORT N VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

sensitivity is Germany, where EV sales declined significantly after an abrupt end
to the government subsidies at the end of 2023 (Figure 46)

While Mercedes has a more affluent and less price sensitive customer base,
another challenge presented by BEVs is the degradation of battery health with

50% increasing use, especially under the use of fast charging. A deterioration in battery

m% health leads to a decrease in range and therefore a much higher loss in value for

38N— the used car than for ICE vehicles. This poses challenges in the lifecycle

31% 31%
management of cars within fleets, especially when car leasing services are

planning to sell on the cars for their residual value after the leasing period has

ended. Automobile manufacturers have even started to pay holding premiums to

2021 2022 2023
—Battery-EV —ICE leasing service providers to not release their vehicle to the used car market, as this
Figure 46: BEV Depreciation compared to .
Retail Price of 3-year old vehicles in would reduce demand for new cars and probably lead to more price cuts for the

G in %) (S : DAT . . . .
ermany (in7e) (Souree : OEMs (Automobilwoche, 2024). Also, lower residual values mean higher leasing

rates, again making EVs less economically competitive.
» Charging infrastructure

While arguments for the purchase of an EV are the environmental benefits and
potential savings on running costs, the availability and accessibility of charging

stations remain a significant barrier to widespread adoption. Consumers often cite

reaching their destination. Additionally, the compatibility and consistency of
charging stations and prices vary, leading to inconvenience and frustration for EV

140 range anxiety as a major concern, fearing that they may run out of charge before
|‘ owners. Millions of new charging points, especially for fast chargers, must be

40 ‘l
20
0o Hm lm Il II II II

2020 2021 2022 2023 2024F 2025F 2030F 2035F
m Slow Charging ® Fast Charging

opened to convert to an EV world, and to address this challenge, automobile
. manufacturers, governments and energy companies are collaborating to
Figure 47: EV Charging Points Forecast (in

m) (Source: IEA) accelerate the deployment of charging infrastructure and improve the EV
ownership experience. This is especially crucial in urban areas, where residents
are often not able to set up their own charge port at home and thereby rely on a
sufficient public charging infrastructure. However, especially in Europe, urban
planning is increasingly encouraging car-free areas within cities, which go hand-

in-hand with alternative micro-mobility solutions to the disadvantage of car use.

o0 P = Raw material scarcity
4,000 4600
2500 2900/ 00  An average EV lithium-ion battery weighs 450kg, typically using around 8kg of
500 1800~ 2800 lithium, 14kg of cobalt, 20kg of manganese (EV-Box, 2023), with a 107.8 kWh
1§§§ 5(V14oo Mercedes EQS battery weighing 692kg (Auto-Motor-Sport, 2021). With millions of
0 400 EVs being built every year, the demand for these metals and along with that, their
2020 2025F 2030F 2035F
—Supply —Demand prices have skyrocketed on global markets. While prices for the most critical metal

Figure 48: Lithium Supply and Demand e . .
Forecast (in kilotons) (Source: BCG) for EVs, lithium, have plummeted in 2024 due to a slowdown in demand growth for
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3,200 3,300
2453 540 2o EVs (Carbon Credits, 2024), an at least tenfold increase in demand for lithium can
be expected until 2030 (Figure 49). Lithium in itself is an abundant material on
Earth, however the mining and extraction process of this metal is still relatively
128 180
- = jnefficient, constraining the supply for battery production and should therefore be
S P & P E LS o . . . .
&;& ® o & Q & & seen as a potential risk when it comes to EV production. The recycling of batteries
& v . . . .
Q)\oo@ n&‘fv r&”% from used cars is one of the solutions to combat a raw material supply issue and

Figure 49: Lithium 2030 Demand Forecast (in  improve sustainability figures.
kilotons) (Sources listed, IEA, US Geological
Survey) . .
= Semi-conductor chip shortage

940

890
770 820
710
6IO ‘ ‘ ‘
2021 2022 2023F 2024F 2025F 2026 2027F 2026F 2020F 2030F  pandemic, supply chain issues led to a shortage of semiconductor chips, resulting

m Semiconductor Components per Vehicle (in USD)

Figure 50: Semiconductor Components per in the loss of production of over 9.5 million cars in 2021 and 3 million in 2022 (S&P
Vehicle (in USD) (Source: BCG)

companies, there is also an increasing need for semi-conductors. These are
essential for the operation of electric vehicles, as they are responsible for executing
the software that defines the vehicle's electricity efficiency, running the

1,170
o 100 R In addition to the high demand for raw materials by technological hardware
| | infotainment system and implementing autonomous driving. During the global

Global, 2023). Currently, supply shortages have eased, but future uncertainty

95 remains due to geopolitical tensions. Consequently, it is of utmost importance for
93
automotive manufacturers to establish a diverse range of reliable semiconductor
supply chains to ensure the uninterrupted functioning of their production lines.
81
I » Policies and Regulations

Since most countries in the world are looking to reduce their carbon emissions,
China 2025 Target USA 2025 Target ~ EU 2025 Target

. . they will have to eventually introduce policies that (1) disincentivize or ban the
Figure 51: Fuel economy emission standards

(in g COz/km) (NEDC measurement) production of fossil fuel powered vehicles and (2) incentivize the production and
sale of alternative technologies for passenger vehicles. While the largest car

Germany Road Tax Exemption

Company Car Tax Reduction markets in the world, China, Europe and the US, have already put incentives for
End of Purchase Subsidy in 2023

France Purchase Subsidy up to 5,000€ EVs in place and the EU as well as California having defined the ban of ICE car
Registration Tax Relief . .
Company Car Tax Exemption sales from 2035, these regulations can always be subject to change. The EU’s

United Kingdom Company Car Tax Reduction i . i .
Charge Station Subsidy up to £350 2035 ICE ban could still be overturned after the planned review in 2026, with
Italy Purchase Subsidy up to 3,000€ . . L. X , .
Charge Station Subsidy up to 1,500¢ | conservatives within the EU Commission president’s party strongly pushing for an

Road Tax Exemption . . . . . . .
Figure 52: Overview of EV Incentives in adoption of synthetic fuels. A legislative overturn in 2026 could massively shift

European countries (Source: FleetEurope)

away the focus from the development of EVs for many automakers. Also, the new

emissions standard “Euro7”, announced in December 2023 and to be implemented

in 2026, is not enforcing stricter emissions standard for passenger cars, thereby
Purchase Subsidy up to $7,500 per EV

Charging Infrastructure Funding $7.5bn reducing the adoption to EVs. In the US, a possible second term as president for
Federal Fleet Electrification $3bn

EV Manufacturing and supply  g51 1pn the Republicans Party under Donald Trump could mean a significant rollback in
chain funding

Figure 53: Overview of EV Incentives in the climate-related policies under the Inflation Reduction Act, especially when it comes

USA (Source: Electrification Goalition) to tax credits for purchasing EVs. Even China, the worldwide leader in the EV
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China: EV Incentives

Purchase Subsidy (ended in 2022)
Purchase tax exemption (to end in
2027)

Exemption from consumption tax and
vehicle & vessel tax

Infrastructure support

Figure 54: Overview of EV
Incentives in China (Source:
Dialogue Earth, IEA)

space, considers synthetic-fuelled ICE vehicles as a part of the” Green and Low-
carbon Development Roadmap for China Automotive Industry” which was
presented at the 2023 World New Energy Vehicle Congress (ChinaDaily, 2023).

In conclusion, it cannot yet be ruled out that ICE vehicles will play an important role
in the long-term, despite contrary legislatives potentially coming into effect.
Therefore, carmakers should not put all their eggs in one basket and continue

development in a multitude of technologies — even if at a higher cost.

2.4 Competitive Overview

140,000
120,000 )
100,000 12,756 \/9

@

To determine the market share that Mercedes will be able to retain and capture in

the future, it is important to analyse what strategies the competition is pursuing. In

80,000 96,712 BB e
61,753 L11D)
60,000 53,068 Aud:
40,000 £
20,000 33,438 37,637 40,530 V3
0
2021 2022 2023

—Mercedes —BMW Audi Porsche

Figure 55: Revenue Comparison Competitors
(in m€)
(Source: Annual Reports)

BMW - Key Facts

Revenues (in m€) 132,277 €
Unit Sales (in '000) 2,554
Segment Premium & Luxury

"Sheer Driving Pleasure"

Positionin
€ -Sporty Driving

China (32%)

USA (16%)

Germany (11%)

UK (6%)

BMW (Premium/Luxury)

Brands Rolls Royce (Ultra-Luxury)
MINI (Entry-Level)

Figure 56: BMW Key Facts (2023)

(Source: Company Reports and

Website)

Porsche - Key Facts

Main Markets

Revenues (in m€) 40,530 €
Unit Sales (in '000) 320
Segment Luxury & Sport

"Driven by Dreams"
- Aspirational
sportscars

Positioning

North America (27%)
China (25%)

Rest of Europe (22%)
Germany (10%)
Brand Porsche

Figure 57: Porsche Key Facts (2023)

(Source: Company Reports and
Website)

Main Markets

the following, the key strategic directions of Mercedes’ biggest competitors in the

cars and vans segment will be evaluated.
= BMW

The eternal rival has taken a different approach than Mercedes-Benz when it
comes to the EV platform, as BMW values more flexibility within their production
line. 7 out of the 9 available electric models are built on the same production line
as their ICE counterpart, as the build except for the powertrain is basically the
same (for example 5 and 5 Series). While building EVs with the same
aerodynamics as their ICE counterparts leads to a lower battery range, it provides
flexibility in production when consumer demand for either of the engine types is
lower or higher than expected. BMW is currently benefitting from this flexibility, as
EV sales are slowing down and more ICEs are demanded by the market. BMW's
goal until 2030 is to have a 50% share of EVs sold in their product mix, which also
aligns with Mercedes’ 2030 goal.

= Porsche

After the release of the highly awaited eMacan, which was significantly delayed by
2 years due to complications with the inhouse software provider of the Volkswagen
Group Cariad in the development of the operating system, Porsche now offers the
second EV model along with the Taycan. Porsche is aiming to quickly electrify their
whole fleet and predicts 80% of their sales in 2030 to be electric — with one
exception: Porsche’s flagship car, the 911 with a current share of 13% of Porsche’s
sales, will continue to be produced as an ICE, and running on synthetic fuels even
beyond 2035. Having set a more ambitious electrification goal than Mercedes and
BMW, the company is looking to introduce new EV models in the coming years,
with the electric Cayman scheduled for 2025 and Cayenne for 2026
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Audi -Key Facts

Revenues (in m€) 69,865 €
Unit Sales (in '000) 1,861
Segment Premium & Luxury
"Progress through
Positioning Technology."
-Modern driving
technology
China (39%)
Main Markets Rest of Europe (27%)
Germany (14%)
USA (12%)
Audi
(Premium/Luxury)
Brands Lamborghini
(Luxury/Sport)

Bentley (Luxury)

Figure 58: Audi Key Facts (2023)
(Source: Company Reports and

Website)
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Figure 59: LCV Market Share in EU
(2021) (Source: Dataforce)

Figure 60: SWOT
Analysis

(Source:
McKinsey)
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Audi currently offers 4 different EV models (10 if you consider Sportback editions)

and is targeting for all model releases after 2026 to be electric. The last ICE car
forecasted to be released in 2026 is the Q5 and will be produced until 2033,

meaning this is the year Audi will go fully electric. The company benefits from being

part of the large Volkswagen Group and is able to reach scale effects by sharing

production platforms with the other brands of the Group. The currently cheapest
EV offered, the Q4 e-tron, is built on Volkswagen’s MEB platform, while Audi’s

higher end models, such as the Q6 e-tron are developed on the PPE platform,

which was developed with Porsche and is the basis for its new eMacan.

Vans competitors (Stellantis Pro One)

Stellantis, the current leader in lightweight commercial EVs in Europe and number

3 in the US, has launched an offensive under the name of “Dare Forward 2030”

which has revamped their whole electric vans portfolio and is expanding their

production line for hydrogen fuel cell large and mid-size vans, which will be
produced for 4 of their brands. Stellantis is aiming to reach a 40% BEV, PHEV, fuel

cell mix for their commercial vehicle fleet until 2030 and is rapidly developing the

required technologies to make these vehicles attractive for the customer base,

mainly in terms of battery range and charging speed.

* Most valuable brand
in the world

* Mercedes as a luxury
symbol

* Strong commitment to
sustainability and
EVs reflected in high

« Strong partnerships
for EV innovations

* Leading autonomous
driving technology

« Breakthrough EV
technology expected
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and profits to invest
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Figure 61: Porter’s
Five Forces
Analysis

(Sources: Statista
Market Insights,
Allianz, Bain)
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2.5 SWOT and Porter’s Five Forces Analysis

To summarize the key findings of Mercedes’ company strategy combined with

insights from the industry analysis, a Strength, Weaknesses, Opportunities and

Threats (SWOT) framework is developed in Figure 60.

Furthermore, to determine Mercedes’ competitiveness in the automotive market, a

Porter’s Five Forces analysis has been conducted, focussing on competitive

forces of suppliers, customers, new entrants, substitutes and current carmakers,

summarized in Figure 61.

Threat of HIGH

New
Entrants

HIGH THREAT:

*BYD is originally a
battery manufacturer
and now the #2 largest
EV maker in the world

Low

*Many new emerging EV
companies are trying to find
success in this young market
(Rivian, Lucid, etc.)

LOW THREAT:

*High barriers to entry due to
significant economies of
scale needed to become
profitable and established
customer bases

« Apple recently cancelled their
plains to enter the electric
vehicle market after
investment of more than
$10bn over 10 years

Bargaining Power of Suppliers HIGH
HIGH BARG. POWER:  LOW BARG. POWER:

* Critical components of +Fewer components
EVs (Lithium and needed in EVs in
semiconductors) come total, leaving
from concentrated traditional Tier 1
industries suppliers desperate v
for business LOW

Competitive Intensity HIGH
HIGH COMPETITIVE INTENSITY:

* Global annual market size of € 1.84tn in 2023 witll1

large number of established and emerging competitors

* HHI-Index: Moderate concentration in car market
(1,250 in Europe, slightly higher HHI for EV market)

* Strong growth outlook for EVs->higher competition | oy

Bargaining Power of Customers HI¢H
HIGH BARG. POWER: _ LOW BARG. POWER. 1.

* Low switching costs * Top-End models area

«Wide selection of car limited and in high
makers and models demand - customers need

>high price sensitivity an allocation to purchase

* Corporate fleet purchasers LOW

Threat of HIGH
Substitutes t

¥

Low

HIGH THREAT:

*Many alternative and
cheaper modes of
mobility available,
especially in urban
areas

« Sustainability concious
consumers and car-free urban
design are reducing car
demand

*Long-term: Level 4+
autonomous driving abilities
can reduce car ownership
due to increase of robo-taxis

LOW THREAT:

« Substitutes do not offer same
level of convenience as cars

*Luxury cars as a status
symbol

* Rural population remains car-
dependent

3. Company Forecasts

3.1 Main Forecast Drivers and Revenue Breakdown
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Figure 62: Vehicle Sales estimation scheme, self-creation

= Vehicle Sales

The number of vehicles sold stands as one of the pivotal revenue

streams for MBI, constituting one of its two primary pillars. Given the

distinct markets for Cars and Vans, revenue for each division was

calculated independently.

This challenge was addressed from two angles to enhance the

resilience of the forecasts. Firstly, employing a top-down approach

involved forecasting both the cars and vans market across various

geographical regions, along with projecting Mercedes' market share.
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By determining the total units sold, we derived sales per model based on the
defined product mix. Conversely, adopting a bottom-up approach entailed directly
forecasting the evolution of units sold for each model, which were then aggregated

to obtain the total value. The final result would be the average of both approaches.

To calculate the unit sales in the bottom-up approach, the product lifecycle of
cars needs to be considered. The phenomenon is common amongst durable

100%

consumer goods, that when a new model or edition is released, the demand upon

80%

initial release is very strong, but slowly fades as product age increases (Volpato &

70%

Stocchetti, 2008). Before a new model is released, demand reaches a bottom, as

consumers prefer to wait out their purchase until the new model is released. For

50%

Mercedes, the typical lifecycle of a model is 7 years, where demand reaches its

40%

30%

peak in the year after the release (the release year is not the strongest as the
= models are not usually released at the beginning of the year and initial deliveries
10%

can take months to reach their customers), and the bottom is reached in year 7

0%

after the release. Mercedes tries to reduce the inevitable demand downturn by

Figure 63: Model Life Cycle average

sales per year compared to peak, self- launching a facelifted version of their models after 3 to 4 years, however, our

ti . . .
creaton analysis of the C-, E- and S-Class sales shows that demand still continues to
decline after the facelift release. A comprehensive chart is found in Appendix 2.
€450 000 Top ! Core Entry = Vehicle Prices
€400 000
€350 000 Simultaneously, we recognized that vehicle pricing represents the other
€300 000 cornerstone of MBI revenues. However, determining prices posed a significant
Zgg Zzz challenge due to variations stemming from add-ons and geographic differences.
€150 000 l To address this, we established a price range by identifying the retail prices of the
€100 000 [ | [ | cheapest and most expensive versions of each model in the key markets Germany,
€50 000 ® M . USA and China. With this, Excel's Solver tool was used to arrive at an average
€-
8 8 8 9 8 8 é price per model, that multiplied by the number of units sold would lead to the
-_— -_— -_— O -_— -_—
& 8 & 2 2 " revenue value for that year. Retrospectively, replicating this pricing process for

Figure 64: (Selected) Car Price

: , past years posed difficulties as historical retail prices were often unavailable. To
Ranges — 2024 prices, self-creation

mitigate this, we utilized industry averages for inflation in vehicle prices, ensuring

Combustion Engine

Electric Cars

Casting, machining, and
assembly of key parts

Construction of EV
motors; assembly of
battery cells, modules,
and packs

Cylinder block, pistons,
crankshaft, camshatft,
valves

EV motor (stator, rotor,
bearings, shaft,
controller), battery pack
(cells, modules, BMS)

Iron/steel, aluminum,
copper, rubber/plastic

Copper, steelliron,
aluminum, permanent
magnets, lithium,

Materials | Components | Manufacturing

graphite, plastics/rubber

Figure 65: Operational differences between
ICE and EV motors, self-creation

a reasonable estimation.
= Operating Margin

Ideally, we would have analyzed the Operating Margin on a per-model basis,
aligning with our revenue approach. However, due to insufficient granularity in the
available public data, we aggregated the models into three levels: top-end, core,
and entry. Additionally, recognizing disparities in the production process and raw
materials used, we introduced further segmentation by splitting the margins

between ICE and EV powertrains. This additional layer of segmentation allowed
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for a more nuanced understanding of the factors influencing operating margins

across different vehicle categories and powertrain technologies.
= Total Contract Volume

Shifting our attention to the Mobility segment, the total contract volume

T T I €N compasses both new contracts for financing and leasing deals signed in the
# of New Contracts as % of vehicles sold 56,2% .

Total vehicles sold 2491841 | CUrrent year and the volume of ongoing contracts.

# of New Contracts (in units) 1400 000

Average volume of new contract (in euros) 44296 € .. . .

New Contracts Volume (in millions euros) 201400 ¢ | Initially, the number of new contracts signed was defined as a percentage of the
# of Expired Contracts as % of vehicles sold in t-5 40,3% H i i 1 1 1 H
Totlveitales o m 5 (076) se % vehicles sold in that year. Multiplying this figure by the average contract size
# of Expired Conti i it 1 340 220 . .
Mg vatum o o ottt 6uros) wu2se yielded the total volume of new contracts. Subsequently, the volume of ongoing
Expired Contracts Volume (in millions euros) 59 366,00 €

contracts was determined by subtracting the volume of expired contracts from the
Total Contract Volume t-1 (2022) (in millions euros) 132 379,00 €

Expired Contracts Volume (in millions euros) - 59366,00 € H i

Ongoing contracts Velame (in milins sures)  7301300¢  tOtal contract volume of the previous year. The number of expired contracts also
New Contracts Volure (in millions euros) s201200¢ | correlates with vehicles sold, albeit with a lag of five years — as most contracts
Ongoing contracts Volume (in millions euros) 73 013,00 €

TotallContractVolums 135027,00€ | hgve a maturity around that time span.

Figure 66: Total Contract Volume
calculations breakdown - 2023, self-creation

= From Contract Volume to Revenue

Calculating Mobility's Revenue from the total contract volume was a
straightforward process. Utilizing Excel's Solver once more, we determined the
revenue yield from both new and ongoing contracts that multiplying by the total

volume of each contract type resulted in the exact revenue figures.
= Mobility’s Debt

Given that Mobility serves as the financial arm of Mercedes, its debt is considered

to be part of the division’s core business. Moreover, their debt requirements is

directly tied to the volume of the contracts. The contract volume is represented on
Contract Volume 135,027 € | the asset side as the Receivables from Financial Services and the Equipment on
Receivables from Financial Services 88,211 € . .

% of Contract Volume 65% | Operating Leases. Consequently, the equity and short- and long-term debt of
Equipment on Operating Leases 27,267 € . . X

% of Contract Volume 20% | Mobility needs to be able to cover these two positions on the asset side. For that,
Risk-weighted Assets* 115,478.00 € . . . . . .

Tr Caplal Rl 0.0% | @ Tier 1 Capital Ratio (CET 1) is determined, similar to the ones that are mandatory
Implied Equity 10,360 € ) . , . . .

implied Debt 105118 € for banks. CET 1 defines the ratio of between a bank’s equity capital and its total
Short term Debt % 9% risk-weighted assets and the minimum requirement in the EU is 11.1% for financial
Long term Debt % 41%

Short Term Debt 61,659 € | nstitutions (ECB, 2023). While this requirement does not apply to the carmakers,
Long Term Debt 43,459 €

*Risk-weighted Assets and Contract Volume are not the same methodology was used to calculate Mobility’s liabilities. Having obtained
equal due to financial valuation differences

Figure 67: Mercedes Mobility Debt calculations  the equity value from Mobility's CET 1 in each year (9.0% in 2023), the remainder
preakdown - 2023, self-ereation was assigned to the liabilities. This way, the core debt of Mobility will be dependent
on the receivables from financial services and equipment on operating leases,

which depend on the contract volume of Mercedes-Benz in each year.

= QOther drivers
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PP&E breaks down into Most other figures in the financial statements were considered to be either a
Land a_nd bu:lc_lmgs, percentage of revenue or EBIT. Some relevant exceptions are personal expenses
Technical equipment

and machinery, Other which are linked to the number of employees, PP&E where each sub caption is
equipment, Adva_nce linked to the number of vehicles produced and all figures embedded in the cash
payments and Right of

use assets from leasing. conversion cycle which follow either the payable, collection, or holding period.

3.2 Scenario-adjusted Forecasts

With over 150 drivers identified, our model was ready to receive forecasts. We

Electrification . . g . .
China aimed for our forecasts to embody the statistical outcomes of diverse scenarios we
Mzcmecﬁt'?my envisaged could unfold. To achieve this, we broke down the problem into eight
eopolitics
Company Internal distinct dimensions, summarized in Figure 68. Each dimension was assigned an
Regulations . . . .
Demographics & Consumer Behavior "importance score," reflecting its perceived relevance.
Raw Materials and Supply Chain
Figure 68: Dimensions used for the Within these dimensions, we delineated mutually exclusive scenarios, assigned a

scenario-adjusted forecasts . . . .
probability of occurrence to each scenario. These scenarios comprised future

events, enabling us to gauge their impact on the company by forecasting values

for selected drivers under each scenario.

Subsequently, we constructed a base case, representing historical averages for
most drivers. For each scenario, we computed the average deviation from the base
case for every driver. This deviation was then adjusted based on the probability of
occurrence and the importance score assigned to the dimension, effectively
synthesizing the various events and their potential impacts into our overall
forecast. All dimensions, scenarios and respective importance score and

probability of occurrence can be summarized in Figure 69.

Dimension Sub-Dimension Probability of

. Operational
Scenarios Revenues P

(Importance Score) (Importance Score) Occurance Margins CAREX

Mercedes becames a main luxury EV vehicles brand 45% S v a
Electrification does not affect Mercedes Benz market position 23% = v '
Electrification (10) Mercedes loses the electrification race 23% v v PN
Electric is substituted by a new tech and Mercedes successfully adapts to it 8% S v a
Mercedes bets on electric but a new tech arrises and is not able to adapt in time 3% v v N
China (8) Mercedes is able to expand its market share in China 70% S a &
China is more restrictive with foreign car manufacturers and Mercedes loses market share 30% v v =
World Economy is in a long-term upswing after high interest-rate phase 50% o = =
Macroeconomy (7) Europe sustains high interest rates to combat inflation 30% v = =
World Economy crumbles down again into recession 20% v v =
Armed conflites escalation and Geopolitical tension lead to trade policies become more restrictive 40% v v v
-, Trade policies become more liberal 5% s a PN
Geopolitics (8) .
Armed conflicts escalate on a global scale 1% v v v
Status quo in geopolitics remain 54% = = =
Mercedes sucessfully improves its operations as intendeed 40% = S s
Cost Cutting Policies (4) Status quo - No improvment on cost structure 50% =] = =
Company Internal . R Lo o
(10) Mercedes has some operational problems increasing its cost burden 10% = v A
Electrification of vehicle Mercedes keeps the focus on a mainly EV portfolio 95% = v PN
portfolio (10) New techonology makes Mercedes move away from Electrification 5% = v 'y
EU's 2035 Combustion The EU sticks with the 2035 combustion Engine Ban 75% o = =
. Engine Ban (10) The EU delay the 2035 combustion Engine Ban 25% v = =
Regulations (10) - - — - -

EV Regulation (3) EVs vehicles continue to be subsidise to create incentive to consumers 60% s ah =
9 EV vehicles become the norm, hence tax benefits for owners disappear 40% v v =
Demographics & Demographics (2) Population growth in A§ia and Africa leads to higher demand in cars - while Europe suffers from a 100% A - a

demographic decline with lower demand for cars

Consumer - - - - 3
Behavior (5) Car purchase criteria (5) Consumer interests align with Mercedes product offering 60% F's = =
Consumer interests do not align with Mercedes product offering 40% v = =
) . European automotive manufacturers struggle to secure a competitive supply of raw materials (esp. Lithium) 60% = v =
Raw Materials and Supply Ch 6 X X X o

aw Materials and Supply Chain (6) Mercedes secures itself a reliable and affordable supply of necessary raw materials (esp. Lithium) 40% = & =

Figure 69: Summary of the Dimensions and Scenarios
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= Importance Score

Among the eight defined dimensions, three clearly emerge as paramount:
Electrification, Company Internal, and Regulations. Company Internal warrants a
perfect score of 10/10, as Mercedes' response to market trends is pivotal in its
valuation. Understanding how the company adapts to industry shifts is crucial for
assessing its future performance. Electrification, another critical dimension, earns
a 10/10 score as well. This trend is widely recognized as transformative within the
automotive industry, with industry analysts such as (Heineke, Kampshoff, & Méller,
2024) and (Goldman Sachs, 2024) highlighting its significance. Therefore,
assigning it a maximum score aligns with its substantial impact on Mercedes'
future. Furthermore, Regulations, closely intertwined with the electrification
process, also garners a maximum score. Regulatory frameworks significantly
shape the automotive landscape, especially concerning the transition to EV and

the ICE ban in the EU 2035, underscoring the importance of this dimension.

In addition to the primary dimensions, China and Geopolitics emerge as key
factors, each earning an importance score of 8. China's expanding role in the
automotive market, particularly in the electric vehicle (EV) segment as highlighted
by (Yueyuan Selina Xue, 2024), highlights its significance. Given the increasing
influence of China-related events on the industry, assigning a high importance
level to this dimension is justified. Moreover, geopolitical tensions, as outlined by
(Halpin & Humphries, 2023), persist in influencing the distribution of vital raw
materials, particularly energy-related commodities. This, in turn, affects the
broader macroeconomy, leading to disruptions in market dynamics due to imposed
sanctions and tariffs. Acknowledging the significant impact of geopolitics on the
economy underscores its profound influence on market dynamics. It's worth noting
that the decision for all scores was a blend of our own perspective and insights

gleaned from various reports and articles, including those mentioned earlier.
3.3 Forecasts Summary

Our explicit forecast extends until 2040 given the importance of the 2035 ICE bans
and the impact it will have on the automotive industry.

= Revenue

Before delving into revenue projections, it's crucial to understand the evolution of
vehicle sales. While not on a linear trajectory, the number of vehicles sold is
expected to follow an increasing trend, peaking at 3,337,306 units in 2035.
Additionally, a subtle shift in the product mix is observable. The Vans division’s

more stable growth dilutes its position in the Mercedes portfolio from nearly 20%
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= Total Vans = Total Cars - Top to around 15%. Within the Cars division, a trend towards luxury is evident, with

Total Cars - Core  Total Cars - Entry
—% of Electric Cars

4000 100%  Furthermore, we anticipate Mercedes to attain its target of having 50% electric

3500 90%
80%

70%

Entry-level cars losing market share, while Top-End models gain prominence.

vehicles by 2030 and fully transitioning to EVs by the time the ICE ban is realized.
3000

2500 0% These fluctuations in unit sales are reflected in revenue projections, where two
2000 50% Mmain trends are forecasted. Initially, a reduction in revenues is anticipated as
1500 40:" Mercedes transitions to EVs while consumers still favour ICE vehicles. This,
1000 22; coupled with expected economic turmoil, negatively impacts Mercedes' revenue.
500 | I | I I I I I | I | | | | | | | 10%  Subsequently, a peak in sales is expected as the 2035 ban on ICE vehicles looms.

02024 2028 2032 2036 20400% Mercedes' strong commitment to EVs positions it to capture market share.

However, quick responses from competitors are anticipated to affect sales in the
Figure 70: Unit Sales Evolution, in thousand . . . . . .
of cars — 2024//2040, self-creation following years. Additionally, Mercedes Mobility is expected to maintain a stable
revenue stream, with fluctuations associated with variations in vehicles sold, albeit

with a slight lag until realization.

=  Gross Margin

o
N

20% 40% 60% 80% 100%

2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Figure 71: Gross Margin Evolution — upon the implementation of the 2035 ICE ban. Conversely, we do not expect any
2024//2040, self-creation

From an operational standpoint, electric cars typically yield smaller margins,
particularly considering the expected challenges associated with sourcing certain
raw materials such as lithium. Therefore, as Mercedes transitions towards a fully

electric portfolio, its gross margin is anticipated to decline. Additionally, a shift from

dealership sales to a DTC model is expected to contribute to this decrease, as
discounts and other selling costs are incorporated into Mercedes' accounts.
Furthermore, heightened competition from Chinese companies will complicate

pricing strategies. As a result, we forecast Industrials' gross margin to decrease

from 24% to approximately 16%. These transitions will become more pronounced

major shift in Mercedes Mobility margins, staying stable across the explicit years.

€(10 000) €- €10 000 €20 000 €30 000 n Capltal EXpendltureS
2024 I —
2025 - —
prisd B S In a company undergoing a significant transition in its product portfolio,
2028 - —
2029 [o— understanding the expected evolution of its capital expenditure is crucial. With the
2052 — shift to EV vehicles, we anticipate continuous investment in Property, Plant, and
2033  —
2004 [rm— Equipment (PP&E) as new factories and machinery will be required to
2087 o — accommodate the new production lines. This is projected to result in an average
2038 - ——
oo — investment of around €10,000 million annually. Additionally, investments in
-IEquip;Te:\t on operating leases operating leases are expected to closely mirror the changes in new vehicles sold,
ntagible Assets
uPPRE with a notable peak projected for the year 2035 when Mercedes is expected to

Figure 72: CapEx Evolution —2024//2040 reach its unit sales peak. Finally, capital expenditures in intangible assets

(internally generated) represent the smallest of the three categories, averaging
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around €500 million. These expenses mainly comprise development costs for

ongoing projects, which typically align with the company's revenue figures.
= Return on Invested Capital

The return on invested capital (ROIC) tends to be a meaningful measure of a
ij company’s ability to create value for its shareholders.

12; In our forecasts we see Mercedes Core ROIC go from the actual superb 19.03%

12% to a more conservative, yet good, 7.29%. This fall is mainly justified by a smaller

10% Core Operational Margin, which, as discussed earlier, is expected to suffer from
8%

6% ——— thetransition to electric. Furthermore, as expected, Mercedes Industrials is the one
4% yielding a higher ROIC as financial arms like Mobility tend to slightly drag the

2%

o companies return down in general.

2024 2026 2028 2030 2032 2034 2036 2038 2040
—Core Business ——Mercedes Industrial n Free CaSh FlOW

Mercedes Mobility

Ultimately, it's the cash flows generated at the end of each year that determine the
company's value. It's worth noting that, due to Mercedes Mobility's financial profile,

we utilized Equity Cash Flows, where changes in debt—considered as an asset

—NMercedes Industrial  —Mercedes Mobility for MOb”ity_are factored in.
€15 000 CapEx hits all time high . . .
Record year in sales leads s Both Mercedes Industrials and Mercedes Mobility consistently
overshadowed by investment . L.
€10 000 in operating leases generate positive cash flows throughout the explicit forecast years.
However, a notable exception arises in 2035, where despite
€5 000 L. . . . iy .
Mercedes achieving its highest sales figures, the additional capital
e expenditures required to accommodate both the increased sales
volume and the final transition to full electric vehicles result in a
€(5 000) negative cash flow. Nonetheless, we anticipate Mercedes
Industrials to rebound in the subsequent year, recording its highest
€(10 000)
2024 2026 2028 2030 2032 2034 2036 2038 2040 Cash-generating performance_

Figure 74: FCF Evolution — 2024//2040

4. Absolute Valuation

4.1 Cost of Capital

Before delving into the valuation models, it's imperative to assess the idiosyncratic
risk associated with Mercedes by computing the risk measures of debt and equity.

Mercedes, being a financially stable company with its debt consistently rated as
stable by major rating agencies (A by Standard & Poor’'s and A2 by Moody’s), is
expected to have a relatively low cost of debt. We approximated the cost of debt
to be 3.25% based on the yield of an 8-year corporate bond issued by Mercedes-

Benz in January 2024.
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To obtain the cost of equity according to the CAPM method, the risk-free rate was

Region MRP Weight defined as 2.46% for a German 10-year federal bond. The Market Risk Premium
Chi 5.63% 31% . i o . I .
Usﬂa& Canada 4.6002 170//0 (MRP) was obtained by weighing the individual country-specific equity risk premia
Germany 4.60% 14% provided by Damadoran (2024) based on the international exposure Mercedes has
Rest of Europe 6.39% 24% ) . L .
Rest of Asia 8.35% 9% to each national market by unit sales across the Cars and Vans divisions. China
Rest of World 6.99% 5% therefore is the largest contributor to the MRP, with a share of 31% of total unit
Weighted MRP 5.81%

Figure 75: Market Risk Premium Calculations

Peer Group Equity Betas

Levered Debt to Unlevered

Comparable o i (5Y) EVRatio  Beta
BMW 1.33 -24% 1.65
Porsche 1.38 -6% 1.46
Volkswagen 1.66 15% 1.43
Stellantis 1.82 -29% 2.31

Volvo Cars 1.47 -8% 1.57
Median 1.47 -8% 1.57

Figure 76: Peer Group Equity Betas

Unlevered Beta 1.57
Risk-free Rate 2.46%
Market Risk Premium 5.81%
Unlevered Cost of Equity 11.57%
Unlevered Beta 1.57
Target D/EV Ratio -8%
Target Debt Rating A
Target Debt Beta 0.05
Relevered Equity Beta 1.46
Risk-free Rate 2.46%
Market Risk Premium 5.81%
Relevered Cost of Equity  10.94%

Figure 77: Cost of Equity calculations

Computing WACC

Cost of Debt 3.25%
Relevered Cost of Equity 10.94%
Target D/EV Ratio -8%
Statutory Tax Rate 29.825%
WACC 11.60%

Figure 78: WACC calculations

sales and a risk premium of 5.63%.

Next, an equity beta needs to be determined. For that, an industry beta based on
a selected peer group will be computed based on a 5-year monthly stock price and
a 2-year weekly stock price regression against the market (represented by MSCI
World in €). Proceeding with the 5-year betas as these were more in line with the
industry beta of 1.52 by Damodaran (Damodaran, 2024) and unlevering these
according to each competitors D/EV ratio, an unlevered industry equity beta of
1.57 was obtained. The D/EV ratio of the competitors was obtained by calculating
each company’s net debt and current market capitalization. It must be noted that
leverage ratios vary greatly within the automotive industry, as companies deal
differently in presenting their financial statements regarding their financial services
(FS) business. The FS part of a company which deals with financing and leasing
of its customers cars are in its nature highly levered and highly increase the
balance sheet volume. While the large German automakers present their FS
balance sheet consolidated with its industrial business, companies such as
Stellantis and Volvo do not. This makes the leverage ratios of the peer group very
hard to compare, which is why it is crucial to separate the FS assets and liabilities
from the consolidated statement to reach a comparable net debt value of the
industrials business. Using the same approach as previously in the chapter
“Mobility’s Debt”, all comparables bar Volkswagen had a negative D/EV ratio,
implying that the industrial business is running without a financial deficit. Hence,
the median of -8% of the comparables D/EV Ratio was used as the target
leverage level for Mercedes. In the last step, the equity beta needs to be
relevered according to the target debt rating of A (S&P) and target debt beta of
0.05 (Schaefer & Strebulaev, 2006), amounting to 1.46.

Having obtained all the components of the CAPM formula, the unlevered cost of
equity, levered cost of equity and consequently the Weighted Average Cost of
Capital (WACC) could be computed (Figure 77 and 78).

4.2 Long-term Growth

Now that we have estimations for the risk profile of the company, it's essential to

forecast the expected growth beyond the explicit years. Our explicit forecasts
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15% extend until 2040. To determine the future growth trajectory, we computed both

21% the Return on New Invested Capital (RONIC) and the Investment Rate (IR) based

Average from 2035

\

10%

591 on the forecasted financial statements. This enabled us to calculate the growth

rate per year per division.
o Additionally, we leveraged comparable metrics to make a more informed decision.
o After thorough analysis, taking into consideration the forecasted growth rate for the
-10% last 5 explicit years — 2.1% on average — and comparable information, we have
-15% settled on a growth rate of 2.5% for both divisions. These growth rates reflect our
20% projections for Mercedes' and the automobile industry’s expansion, as more people

2024 2028 2032 2036 2040  rgplace their ICE to EV cars, hence the value above the 5-year average.

Figure 79: Implicit Growth Rate evolution -

2024//2040 4.3 Valuation by parts

Given the conventional nature of the industrial segment of Mercedes, we were able
to apply more traditional valuation models such as the Adjusted Present Value
(APV) and the Discounted Cash Flow (DCF). These methods operate under
different assumptions, enabling a more thorough analysis of the segment's equity
value. It's crucial to underline that in this scenario, the APV method discounts cash
flows using the Unlevered Return Rate, while the DCF method utilizes the WACC.

The APV model offers distinct advantages by separately valuing tax shields and
financial leverage from the company's assets. This approach provides greater
flexibility in financial assumptions and enables a more nuanced understanding of

APV and DCF valuations capital structure evolution. Our analysis using the APV model forecasts an
methods obtain — as Enteprrise Value of 50,359.88 million € for Mercedes Benz Industrials.

intended - almost identical

Enterprise Values On the other hand, the DCF model focuses on intrinsic cash flows and discounts

them to their present value, while considering the financial leverage and tax

benefits of debt within the WACC discount rate. This approach provides insights

into the segment's fundamental performance. Based on our calculations, the DCF

Valuation Method Divisional Value Share

Industrials yields an Enterprise Value of 50,893.79 million € for Mercedes Benz Industrials.

APV 50,359.88 € 74%

SICE_I_W 5089379€ _ 75% | Moreover, considering the unique nature of the mobility segment, where debt is an
{olo]]]}

Flow to Equity 9,692.87 € 14% | integral part of its operations and is embedded in its operational cash flows, the

Parent Company i i

Book Value 761577 € 11% | APV and WACC may fail to accurately value it. Hence, we employed the Flow to

I\‘;’;' Bl o7 66851 € Equity (FTE) method to assess the Enterprise Value of Mercedes Benz Mobility.

DCF 68,202.42 € This approach incorporates Equity Cash Flows and discounts them using the
Figure 80: Enterprise Value . i . L. . i
Calculation relevered Cost of Equity, effectively accounting for the intricate relationship

between debt and equity within the company's financial framework. According to

our projections, the forecasted Enterprise Value for Mercedes Benz Mobility stands
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Enterprise Value at 9,692.87 million €. As anticipated, this division represents a significantly
APV 67,668.51 € . s . o

bCF 68.202.42 € smaller portion of the overall divisional enterprise value at 14%.

Liabilities Value (Parent Company)

Short-term debt -16,745.10 € Finally, in our analysis, the Parent Company encompasses all non-core and

Long-term debt 20,265.38 € . ) ) . ) ) . .

() Excess cash 12,897 64 € financial assets and liabilities. Firstly, the non-core assets and liabilities (invested

(-) Marketable debt secL 6,858.00 € . .

() Deferred Tax Assets  891.08 € capital) were valued at their book value, as they do not depend on Mercedes' core
(=) Net Debt 17,126.44 € P _ . P .
Non-Controling Interest 104300 € activities. Secondly, Non-Controlling Interest followed the same logic, hence being
;°‘a_'t;-‘;'b|‘““es Value  -16,083.44 € valued at Book Value. Finally, net debt was extrapolated from the APV model,

qui alue
APV 83,751.95 € considering the assumptions made on the "Cost of Capital" sub-topic.
DCF 84,285.87 €

Figure 81: Equity Value calculation

4.4 Mercedes Benz Stock Price

90 000 €

80 000 € After valuing all the divisions, we arrive at the overall forecast enterprise value of
70000€ wm — 67,668.51 million € using the APV method, and 68,202.42 million € under the
e0000€ DCF method. Upon removing both the non-controlling interest and the net debt,
jz ZZZ: we obtain the following equity values: 83,751.95 million € and 84,285.87 million
30 000 € €, assuming APV and DCF, respectively. With these figures in mind, and
20 000 € considering a total of 1040.97 million shares, we calculate an estimated price per
10000 € share of 80.46€ under the APV method and 80.97€ under the DCF method.

-€

M des M d P; t N Net Debt H H
aveias Momity: Company Conlaing 4.5 Scenario Analysis

Interest

Figure 82: Enterprise Value Breakdown . . . . ] L
Considering our scenario-adjusted forecast, we conducted a scenario analysis in

two stages. Initially, we examined the ramifications of alterations in the probabilities
of occurrence within each dimension on the overall stock price. This exercise
enabled us to discern which dimensions exerted the most considerable influence
on the stock price, necessitating a more meticulous consideration of the probability
distribution. Notably, we found that Electrification, Company Internal, and
Regulations had the most pronounced impact, aligning with their highest
importance scores. Consequently, the probability of the 2035 ban materializing and
Mercedes' capacity to adapt will be pivotal factors determining its value. Secondly,
we developed worst and best-case scenarios by combining the negative and
positive scenarios of each dimension and increasing their probability of occurrence
by 5 to 10 percentage points. This adjustment resulted in a price of 77.57 € under

the worst-case scenario and 84.27 € under the best-case scenario (Appendix 3).
4.6 Sensitivity Analysis

As an additional measure to enhance the robustness of our absolute valuation, we
conducted sensitivity testing on our long-term assumptions. This involved
analysing variations in both the growth rates for Industrials and Mobility, as well as

their respective discount rates.
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Given that our explicit forecast extends until 2040, the terminal value of both
segments represents a relatively small portion of their overall value — 13% and
21% respectively. Consequently, the impact of long-term variables on the stock

Mercedes Benz Industrials price is considerably subdued. The growth rate primarily

Long-Term Growth Rate

150% 2,00% 2,50% 3,00% 3,50%| influences the terminal value calculation, thus exerting minimal

10,60% | 84,03€ 84,53€ 8509€ 8572€ 8644€
11,10% | 82,05€ 8247€ 8293€ 8345€ 84,05€
11,60% | 80,23€ 80,58€ 8097€ 8140€ 81,89€| 2.41€ for Industrials and 0.87€ for Mobility.
12,10% | 78,57€ 78,87€ 79,20€ 79,56€ 79,97€

impact on the stock price, with a range in obtained prices of

WACC

12,60% [W7.0S€ 77,29€ T7.56€ 77.87€ 7821€| (Conversely, the discount rates play a pivotal role in the terminal

Mercedes Benz Mobility value computation and the discounting of cash flows for every

Long-Term Growth Rate
1,50% 2,00% 2,50%  3,00% 3,50%
9.94% | 8155€ 8173€ 8193€ 8216€ 8242€| more pronounced, albeit not overly significant. Fluctuating the

10,44% | 81,10€ 81,25€ 8141€ 8160€ 8181€ _ _ _
10,94% | 80,71€ 80,83€ 8097€ 81,12€ 8130€| discount rate values resulted in price ranges from 77.03€ to

11,44% | 80,35€ 8045€ 80,57€ 80,70€ 80,84€ , "
11.04% |'80,03€ 8012€ 8022€ 8032€ 8044 € 84.03€ for Industrials and 80.03€ to 81.55€ for Mobility.

explicit year. Consequently, their influence on the stock price is

Equity Return
Rate

Figure 83: Sensitivity Analyses breakdown . . . . .
In conclusion, our assessment of parameter robustness instils confidence, leading

us to retain our original assumptions without alterations.
4.7 Monte Carlo Simulation

To ensure the robustness of our results, we conducted a Monte Carlo Simulation.
This involved selecting 25 different variables (Appendix 4) primarily operational
metrics like market shares and profit margins, along with discount and growth
rates. The variables' averages and standard deviations were based on our original

forecasts. For the simulations, we assumed a normal distribution for all variables.

1200 After running 10,000 simulations of our model, the

68.19€ average price calculated was 82.22€. The range of results

Mercedes Benz Stock

Price as of 10/05/2024 &'] varied significantly, from -47.39€ to 124.51€. Notably, with

93% Buy Scenarios g gtock price of 68.19€ as of 10 May 2024, our simulation

Average Stock Price:
82.22€

1000

800

600

indicated a buy recommendation in 93% of cases. This
400
suggests that, in the majority of scenarios, our DCF model

“ supports the view that the stock is undervalued, providing

0 . .
a strong basis for our recommendation to buy.
Figure 84: Monte Carlo Simulation

Histogram — 10,000 simulations and

ing th d standard H -
deviations of origingl foracasts 5. Relative Valuation
5.1 Peer Selection

To conduct a multiple valuation, first a set of peers need to be identified that
operate in a similar manner to Mercedes-Benz in terms of market positioning, sales

regions and cash flow metrics. It is also important to consider peers that operate
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Automotive Seament ofers  Peer | in g similar manner by use of a financial services arm, such as Mobility for

Company LCVs? Group?

Mercodes-Benz  Premium to Luxury ves  Yes | Mercedes. For that, we have identified BMW AG, Volkswagen AG, Porsche AG,
BMW Premium to Luxury No Yes

e veret o ey v vee | Stellantis NV and Volvo Car as the main peer group. BMW has basically the same
Voo G Promum BV, % ve | positioning as Mercedes in the Cars segment. Volvo is following a similar EV
onda. I O strategy as Mercedes and is a strong competitor in its Core business. Volkswagen
?salah_mm Z“:Eﬂ::g :u::nl,m EV Y:zs E has exposure to both the premium and luxury segment through its brands Audi,
eFrriasjure 85: Per:r UGX:;YUP Selection ) ) Porsche and Bentley, as well as the commercial vehicle segment. Porsche is an

icon in the luxury and sports car market and Mercedes is aspiring to win over more

Porsche customers in the future. Finally, Stellantis represents a good fit due to its

Multiple EV/Revenue Multiple EV/Revenue . . . .
LT 2024F um 2024F | premium and luxury exposure, as well as the strong light commercial vehicles
Mercedes-Benz  0.36x 0.36x Renault 0.19x 0.19x
o e o Qo0 enes 020 %2 division, the financial services arm and an ambitious EV strategy.
Stellantis 0:25x 0:25x Tesla 5:38x 5:32)(
Vo oo oom  ozm | e 122 Other prominent carmakers were not considered as the peer group for a multitude
75%-Quartile 0.70x 0.70x
Mean psEx 052 of reasons. Renault and Honda are not catering to the same customer segments
ledian o X o X
“""'M*::j:’l‘e"e o e EuESTOA | 8S Mercedes, and despite Renault’s strong LCV business, recent financial trouble
LTM 2024F LT™M 2024F
Mercedes-Benz 228x  2.39x | |Renaul e« 141x | do not make it a great comparison yet. While Tata Motors also competes in the
BMW 1.76x 1.83x Honda 2.63x 2.49x
Comce  STOK ST e Mo e | luxury segment with Jaguar-Land Rover, the rest of the company is too exposed
Volkswagen 1.62x 1.64x Ferrari 28.47x  26.93x . .. .
Volvo Cars __ 2.16x __ 2.04x to the Indian market. Tesla and other uprising EV companies such as NIO are not
75%-Quartile 3.40x 3.51x
I a2 yet comparable due to very different cash flow metrics and their valuations
25%-Quartile 1.63x 1.69x . I N h I k L | F . I I k
wie BT |, et | primarily as growing technology stocks. Lastly, Ferrari as an ultra-luxury carmaker
M des-Benz  2.95x 3.29x R ult 3.62x 2.76x
persedesBenz 299K S20% || Renay e sells very small volumes of cars and should rather be compared to luxury
P h 10.18x 10.80x Tata Mot 15.94x 14.14x . ags .
s 220c 2o ||[Tesm T spase sezn | CONSUMer-good brands instead of traditional automobile manufacturers.
Volkswagen 3.54x 3.51x Ferrari 39.56x  36.75x
Volvo Cars 3.83x 3.89x
TSk Quartle  sd2x 562X 5.2 Multiples Valuation
Medi 3.24 3.40;
259%I—znuartile 2.58: 2.82:
Figure 86: Peer Group Multiples The selection of multiples is based on three Enterprise Value multiples: EV to

Revenue, EV to EBITDA and EV to EBIT, which were calculated as the median,

mean and 1%t and 3™ quartile of the peers. The Price to Earnings ratio is not being

Relative Valuation (Mobility)

Multinle PIE e | included as this multiple does not consider the leverage ratio of firms which has
P LT™M 2024F LT™M . g . . . . . ,

Deutsche Bank  8.06x  787x  0.025¢ | Significant variance in the automotive industry and therefore impacts each stock’s
Commerzbank 7.6 722 0.034x | price By using these 3 ratios both as historical (Last Twelve Months) and forward
ING 7.38x 8.02x 0.051x
BNP Paribas 771x - 751x - 0.030x | multiples (2024 Forecast, both from Refinitiv), it is possible to get a more realistic
Societe Generale 7.19x 6.19x 0.013x . . . L . .
Median 761x _ 7.51x _ 0.030x | view of a relative valuation, as both past and future insights are being considered.
Mean 7.59x 7.36x 0.030x . . . .
Figure 87: Financial Services Peer Group Applying the 2024 projected Revenue, EBITDA and EBIT to the multiples gives us
Multiples a range of valuations, ranging from 50.9€ in the lower quartile to 123.2€ in the

upper quartile (see Appendix 5). It is noticeable that there is no significant
valuation difference between the trailing historical and the forward multiples.

From the results we can gather that the median multiples are all close to the
current stock valuation, ranging from 56.4€ to 72.2€. The mean multiples range

from 80.0€ to 93.5€ and can be explained by Porsche’s very high multiples as a
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6819 € pure luxury carmaker. Since we believe that Mercedes will continue to serve its
EV/EBIT 72.2:

< =< Entry and Core segment and not become a pure-play luxury car brand, it makes

EV/EBITDA 60.48 € - 80.03 €

more sense to assume the median multiples for the final valuation.

Additionally, a sum of the parts multiple valuation was applied by separating the

EV/Revenue | 56.39€ eas2¢ [ndustrial and the Mobility business and obtaining new multiples based on a

ca0 em co0 €70 es co e10o 1NAncial services peer group that is based on large European banks. Since banks

Implied Share Price

have similar capital structures, the Price-to-Earnings and Price-to-Book Value

—Current Share Price

Figure 88: Implied Multiple Valuation ratios were used. Applying the median P/E and P/B multiples gives us a stock price
(Median=lower end, Mean=upper end) (using . L. . .
2024F Forward Multiples) of 10.7€ and 3.5€ respectively. Obtaining the Industrials Stock price from an

average of the three previously used median multiples gives us a total stock price
Implied Stock Price (Sum of the Parts)

Mobility Multiple - ﬁzom LPTL; of 68.0€ and 60.8€, respectively. This implies that the Mobility division makes up
Matiple Tex o 7SIx 003 1G9, to 16% of the company’s total valuation, which is reasonable considering its
=Stock Price Mobility 10.81 € 10.66 € 3.48 €

Industrials Multiple ﬁ % % supportive function — and in line with the 14% share from the absolute valuation.

Multiple (Median) 0.28x 1.94x 3.40x

Implied EV 38,283 € 45774€ 55,692€ L] L]

Ceespiee mausras 5356 sssse_esose |04 FF1INAl Recommendation

Avg Stock Price Industrials 57.33 €

Total Stock Price 68.14 € 67.99 € 60.81 €

Figure 89: Implied Multiple Valuation In essence, our entire endeavor revolves around a single question: is the stock

(Sum of the Parts)
price of Mercedes Benz AG accurately priced? Having factored in many different

business scenarios and using the insights we gained from the different valuation
methods, we give each valuation method a weight to obtain our final price target
Valuation Method Stock Price Weight
Absolute Valuation  80.71 € 70% for the financial year 2024. The absolute valuation makes up the majority of our
APV 80.46 € 35%
DCF 80.97 € 35%
Relative Valuation 62.96 € 30% assigned to the 5 different multiples valuations. Finally, this gives us a weighted
EV/Revenue 55.43 € 6%

analysis and is assigned a weight of 70%, with the remaining 30% being equally

valuation of 75.39 €. A dividend yield does not need to be considered, as the ex-

EV/EBITDA 59.62 € 6%

EV/EBIT 70.94 € 6% dividend date for 2024 has already passed on May 9", with a dividend of 5.30 €
P/E 67.99 € 6% . . .

P/B 60.81 € 6% being paid, up 1.2% (0.10 €) vs. last year. In total, the stock is expected to return
Weighted Valuation  75.39 € 10.5% this year compared to the current stock price of 68.19 €, which indicates a
Current Stock Price _ 68.19 € current undervaluation and therefore a buy recommendation from our side.

Shareholder Return  10.55% . . . . , .
Figure 90: Weighted Valuation and The main driver impacting Mercedes-Benz’s future growth will be the customer
Comparison to Current Stock Price

adoption of electric vehicles, which highly depends on the technology proving to
be the best carbon-neutral solution as well as governments setting regulations to
incentivize EV adoption. The revision of the 2026 ICE ban law will in this case be
the next large indicator how well Mercedes’ strategy pans out. If other technologies
will be favoured, it will be crucial for Mercedes to be able to pivot to these as quickly

as possible.
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S o omics MASTER IN FINANCE
1. Appendix
1.1 Financial Statements

Consolidated Income Statement (2017-2028)

in million euros 2017 2018 2019 2020 2021 2022 2023
Revenue 164 330,00 € 167 362,00 € 172 745,00 € 154 309,00 € 133 893,00 € 150 017,00 € 153 218,00 € 161 192,95 € 165 259,46 € 168 243,00 € 160 016,92 € 159 897,18 €
Cost of sales - 129099,00€ -  13420500€ -  143580,00€ -  128721,00€ -  10321800€ -  115997,00€ -  118839,00€ -  12479256€ -  128833,00€ -  13206872€ -  12626465€ - 12714550 €
Gross profit ERIDE 33.067,00 € 29 165,00 € 25 588,00 € 30 675,00 € 34020,00 € 34379,00 € 36400,39 € 3642646 € 36174,28 € 33752,27€ 32751,67€
Selling expenses - 1296500€ - 13067,00 € - 12:801,00€ - 11058,00€ - 9194,00€ - 9482,00€ - 972800€ - 11668,39 € - 1195342€ - 1215937 € - 11547,79€ - 11560,77 €
General administrative expenses - 3809,00€ - 4036,00€ - 4050,00 € - 3534,00€ - 2808,00 € - 258400 € - 2688,00€ - 2659,65€ - 263210 € - 2596,81€ - 256048 € - 252957 €
Research and non-capitalised development costs - 5938,00€ - 6581,00€ - 6586,00 € - 6116,00€ - 5467,00€ - 5602,00 € - 6230,00€ - 665534 € - 6852,02€ - 7004,69€ - 668042 € - 6741,21€
Net Other operating income 1782,00 € 868,00 € - 1632,00 € 1280,00 € 1153,00 € 2034,00€ 802,98 € 844,77 € 866,08 € 88172€ 838,61 € 837,98 €
Gains/losses on equity-method investments, net 1498,00 € 656,00 € 479,00 € 797,00 € 1352,00 € 1732,00 € 2129,00€ 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 €
Other financial income/expense, net - 230,00 € 210,00 € - 262,00 € - 354,00 € 317,00 € 340,00 € 108,00 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 €
Earnings before interest and taxes (EBIT) 14 669,00 € 11117,00 € 4313,00€ 6 603,00 € 16 028,00 € 20 458,00 € 19 660,00 € 17 875,56 € 17 468,79 € 16 908,90 € 15 415,96 € 14371,88 €
Net interest expense - 368,00 € - 522,00 € - 48300 € - 264,00 € - 217,00€ - 154,00 € 424,00 € 42554 € 4M7,72€ 37817 € 337,97 € 302,70 €
Profit from continuing operations before taxes 14301,00 € 10 595,00 € 3830,00 € 6339,00€ 15 811,00 € 20 304,00 € 20 084,00 € 18301,10 € 17 886,51 € 17 287,08 € 1575393 € 14 674,58 €
Income taxes - 3437,00€ - 3013,00€ - 1121,00€ - 2330,00€ - 476100 € - 549500 € - 5553,00€ - 424561 € - 4109,08 € - 3930,93 € - 351651 € - 3205,70 €
Net Profit 10 864,00 € 7582,00 € 2709,00 € 4009,00 € 11.050,00 € 14 809,00 € 14 531,00 € 14 055,49 € 1377743 € 13 356,14 € 1223742 € 11468,89 €
Profit/loss from discontinued operations after taxes - € - € - € - € 12 346,00 € - € - € - € - € - € - € - €
Net profit 10 864,00 € 7 582,00 € 2709,00 € 4009,00 € 23 396,00 € 14 809,00 € 14531,00 € 14.055,49 € 1377743 € 13356,14 € 12237,42€ 11468,89 €
Earnings per Share 10,44 € 7.28€ 2.60 € 3.85€ 22,48€ 1423 € 13,58 € 1314 € 12,88 € 12,48 € 11,44 € 10,72 €

Consolidated Income Statement (2028-2040)

in million euros

Revenue 166 642,58 € 175 657,93 € 188 175,98 € 196 194,77 € 200 367,64 € 20175194 € 234 711,63 € 23073122 € 240 564,79 € 246 069,82 € 250 364,23 € 256 031,58 €
Cost of sales - 132 551,80 € - 139 897,27 € - 152 237,22 € - 160 547,92 € - 166 202,16 € - 169 376,06 € - 199 321,74 € - 195741,96 € - 203 997,56 € - 208 475,77 € - 212 041,71 € - 216 561,84 €
Gross profit 34 090,78 € 35 760,66 € 35938,76 € 35 646,85 € 34 165,47 € 32 375,88 € 35 389,89 € 34 989,26 € 36 567,23 € 37 594,06 € 38 322,52 € 39 469,74 €
Selling expenses - 12176,27 € - 12 841,90 € - 13765,19€ - 14 346,54 € - 14 623,47 € - 1471211 € - 17 131,52 € - 16 769,89 € - 17 462,59 € - 17 964,07 € - 18 322,76 € - 18 805,42 €
General administrative expenses - 2504,00 € - 249477 € - 248950 € - 2488,18€ - 2490,84€ - 2497,48€ - 250814 € - 252285€ - 254165€ - 2564,58 € - 2591,71€ - 2623,07 €
Research and non-capitalised development costs - 722331€ - 766555€ - 8050,24 € - 8386,90€ - 8530,91€ - 857474 € - 999500 € - 973885€ - 10 127,07 € - 10482,96 € - 10720,98 € - 11 046,41 €
Net Other operating income 873,33 € 920,58 € 986,18 € 1028,21 € 1 050,08 € 1057,33 € 1230,07 € 1209,21 € 1260,74 € 1289,59 € 1312,10 € 1341,80 €
Gains/losses on equity-method investments, net 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 € 1563,58 €
Other financial income/expense, net 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 € 50,20 €
Earnings before interest and taxes (EBIT) 14 674,31 € 15 292,79 € 14 233,79 € 13 067,22 € 11 184,11 € 9 262,66 € 8599,07 € 8 780,66 € 9310,45 € 9485,81 € 9612,95 € 9 950,41 €
Net interest expense 275,26 € 234,81 € 204,46 € 179,37 € 165,34 € 149,48 € 193,91 € 160,03 € 149,50 € 136,76 € 119,23 € 107,15 €
Profit from continuing operations before taxes 14 949,57 € 15 527,59 € 14 438,25 € 13 246,58 € 11349,44 € 9412,14 € 8792,99 € 8 940,68 € 9459,95 € 9 622,57 € 9732,18 € 10 057,56 €
Income taxes " 3271,11€ " 3421,89¢€ " 3059,19 € " 2681,21€ " 2103,85€ " 1525,55 € " 1204,23 € " 1273,05€ " 1394,14 € " 1426,17 € " 144816 € " 1527,82€
Net Profit 11 678,46 € 12 105,70 € 11 379,06 € 10 565,37 € 9 245,59 € 7 886,59 € 7 588,76 € 7 667,63 € 8 065,81 € 8196,40 € 8284,01€ 8529,74 €
Profit/loss from discontinued operations after taxes - € - € - € - € - € - € - € - € - € - € - € - €
Net profit 11 678,46 € 12 105,70 € 11 379,06 € 10 565,37 € 9 245,59 € 7 886,59 € 7588,76 € 7 667,63 € 8 065,81 € 8196,40 € 8284,01€ 8529,74 €

Earnings per Share 10,92 € 11,32 € 10,64 € 9,88 € 8,64 € 7,37 € 7,09€ 717 € 754 € 7,66 € 7,74 € 7,97 €



Consolidated Balance Sheet (2017-2028)

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Assets

Intangible assets 13 735,00 € 14 801,00 € 15 978,00 € 16 399,00 € 15 005,00 € 15 869,00 € 17 593,00 € 15 586,60 € 16 507,31 € 16 783,50 € 16 084,42 € 16 173,15 €
Property, plant and equipment 27 981,00 € 30 948,00 € 37 143,00 € 35 246,00 € 27 859,00 € 27 250,00 € 26 090,00 € 32 041,04 € 33 356,63 € 34 341,19€ 36 368,35 € 36 118,99 €
Equipment on operating leases 47 714,00 € 49 476,00 € 51482,00 € 47 552,00 € 44 471,00 € 41 552,00 € 41712,00 € 45 384,77 € 47 405,40 € 48 046,69 € 45778,13 € 44 399,53 €
Equity-method investments 4818,00 € 4 860,00 € 5949,00 € 5189,00 € 13 588,00 € 13 530,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 €
Receivables from financial services 46 413,00 € 51 300,00 € 52 880,00 € 53 709,00 € 46 955,00 € 48 237,00 € 49 742,00 € 48 564,25 € 49 141,95 € 49 618,25 € 47 323,82 € 44 803,22 €
Net Other financial assets 4721,00 € - 4299,00 € - 3781,00€ - 1674,00 € - 1545,00 € 3,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 €
Net Other Non-Current Assets 824,00 € 760,00 € 349,00 € - 398,00 € - 13,00 € 563,00 € 845,00 € - 356,39 € - 365,95 € - 326,54 € - 284,76 € - 249,25 €
Total Non-current Assets 136 764,00 € 147 846,00 € 160 000,00 € 156 023,00 € 146 320,00 € 145 878,00 € 148 217,00 € 155 145,27 € 159 970,34 € 162 388,10 € 159 194,95 € 155 170,64 €
Inventories 25 686,00 € 29 489,00 € 29 757,00 € 26 444,00 € 21 466,00 € 25 621,00 € 27 294,00 € 2967292 € 30 258,74 € 3074544 € 29 145,01 € 29 606,04 €
Trade receivables 11 990,00 € 12 586,00 € 12 332,00 € 10 649,00 € 7 673,00 € 8 100,00 € 7 281,00 € 8 463,64 € 1077491 € 10 974,19 € 10 455,59 € 10 468,86 €
Receivables from financial services 39 374,00 € 45 440,00 € 50 781,00 € 42 476,00 € 33 670,00 € 37 312,00 € 38 469,00 € 39 746,90 € 40 219,71 € 40 609,53 € 38 731,67 € 36 668,72 €
Cash and cash equivalents 12 072,00 € 15 853,00 € 18 883,00 € 23 048,00 € 23 120,00 € 17 679,00 € 15 962,00 € 2289343 € 22 613,39 € 20 845,05 € 18 822,05 € 17 189,62 €
Marketable debt securities and similar investments 10 063,00 € 9577,00 € 8 655,00 € 6 397,00 € 7 579,00 € 7 060,00 € 6 858,00 € 10 616,86 € 10421,81 € 943512 € 8431,98 € 7 552,16 €
Net Other Current Assets 2599,00 € 3 888,00 € 2 557,00 € 1458,00 € 1809,00 € 2 339,00 € 2699,00 € - 3260,09 € - 3069,81€ - 2939,88€ - 262046 € - 2 366,88 €
Net Assets held for sale - € 319,00 € - € - € 2 973,00 € - € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 €
Total Current Assets 101 784,00 € 117 152,00 € 122 965,00 € 110 472,00 € 98 290,00 € 98 111,00 € 99 134,00 € 108 704,65 € 111 789,75 € 110 240,45 € 103 536,85 € 99 689,52 €
Total Assets 238 548,00 € 264 998,00 € 282 965,00 € 266 495,00 € 244 610,00 € 243 989,00 € 247 351,00 € 263 849,92 € 271760,10 € 272 628,55 € 262 731,80 € 254 860,16 €
Equity and liabilities

Share capital 3 070,00 € 3 070,00 € 3070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 €
Capital reserves 11742,00 € 11 710,00 € 11 552,00 € 11 551,00 € 11723,00 € 11718,00 € 11718,00 € 11718,00 € 11 718,00 € 11718,00 € 11718,00 € 11 718,00 €
Retained earnings (restated) 47 682,00 € 49 490,00 € 46 329,00 € 47 111,00 € 56 190,00 € 67 695,00 € 76 670,00 € 4 71 549,96 € § 77 650,07 € Y 78 164,23 € 4 77 248,71 € § 76 599,45 €
Other reserves (restated) 1529,00 € 397,00 € 393,00 € - 1041,00 € 968,00 € 2932,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 €
Treasury Shares - € - € - € - € - € - € 2256,00€ - 2 256,00 € - 2 256,00 € - 2256,00€ - 2 256,00 € - 2 256,00 €
Equity Attributable to Shareholders of Mercedes-Benz Group A( 64 023,00 € 64 667,00 € 61.344,00 € 60 691,00 € 71 951,00 € 85 415,00 € 91773,00 € 86 652,96 € 92 753,07 € 93 267,23 € 92 351,71 € 91702,45 €
Non-controlling interests 1291,00 € 1.386,00 € 1497,00 € 1 557,00 € 1216,00 € 1125,00 € 1043,00 € 1121,01 € 1209,24 € 1231,89€ 1229,57 € 1229,60 €
Total Equity 65 314,00 € 66 053,00 € 62 841,00 € 62 248,00 € 73 167,00 € 86 540,00 € 92 816,00 € 87 773,97 € 93 962,30 € 94 499,12 € 93 581,28 € 92 932,05 €
Provisions for pensions and similar obligations 5767,00 € 7 393,00 € 9728,00 € 12 070,00 € 5 359,00 € 1021,00 € 1090,00 € 3275,65€ 3020,98 € 2786,10 € 2 569,48 € 2369,71€
Provisions for other risks 17 244,00 € 15 562,00 € 20 924,00 € 20 450,00 € 15 962,00 € 16 023,00 € 15 300,00 € 17 933,57 € 18 174,25 € 18 354,26 € 17 893,20 € 17 942,33 €
Financing liabilities 78 378,00 € 88 662,00 € 99 179,00 € 86 539,00 € 73 543,00 € 62 051,00 € 63 724,00 € 74 888,03 € 74 788,09 € 72 159,36 € 67 074,91 € 62 174,34 €
Deferred income 5802,00 € 1612,00 € 1598,00 € 1 567,00 € 1175,00 € 1234,00 € 1223,00 € 1984,87 € 2008,48 € 2027,95€ 1934,17 € 1831,15€
Contract and refund liabilities - € 5438,00 € 6 060,00 € 5787,00 € 3980,00 € 3 656,00 € 3514,00 € 4344,49 € 4 460,11 € 4 546,54 € 432478 € 434779 €
Net Deferred tax assets/liabilities 451,00 € - 259,00 € - 1868,00 € - 2610,00 € 1.054,00 € 3 185,00 € 3 587,00 € 3109,48 € 3 033,64 € 2989,78 € 2760,39 € 2 607,96 €
Total Non-current Liabilities 107 786,00 € 119 036,00 € 135 621,00 € 123 803,00 € 101 073,00 € 87 170,00 € 88 438,00 € 105 536,11 € 105 485,55 € 102 863,99 € 96 556,94 € 91273,28 €
Trade payables 12 474,00 € 14 185,00 € 12707,00 € 12 378,00 € 10 655,00 € 12204,00 € 12 828,00 € 13 143,21 € 13 684,05 € 14 493,59 € 13 866,37 € 14 046,80 €
Financing liabilities 48 746,00 € 56 240,00 € 62 601,00 € 59 303,00 € 52 300,00 € 49 786,00 € 44 914,00 € 48 541,52 € 49 563,56 € 51548,92 € 49 949,48 € 47 884,98 €
Deferred income 3 668,00 € 1580,00 € 1624,00 € 1594,00 € 1486,00 € 1391,00 € 1478,00 € 1789,53 € 1810,82 € 1828,37 € 174383 € 1650,95 €
Contract and refund liabilities - € 7 081,00 € 7 571,00 € 7 169,00 € 5929,00 € 6 898,00 € 6 877,00 € 7 065,59 € 7 253,80 € 7 394,56 € 7 033,90 € 707212 €
Total Current Liabilities 65 448,00 € 79 909,00 € 84 503,00 € 80 444,00 € 70 370,00 € 70 279,00 € 66 097,00 € 70 539,84 € 72312,24 € 75 265,44 € 72 593,58 € 70 654,84 €

127 124,00 € 144 902,00 € 161 780,00 € 145 842,00 € 125 843,00 €
Total Equity and Liabilities 238 548,00 € 264 998,00 € 282 965,00 € 266 495,00 € 244 610,00 € 243 989,00 € 247 351,00 € 263 849,92 € 271760,10 € 272 628,55 € 262 731,80 € 254 860,16 €




Consolidated Balance Sheet (2028-

in million euros

Assets

Intangible assets 17 117,26 € 17 975,77 € 19 103,13 € 19799,82€ 20097,84 € 20 188,54 € 23 127,60 € 22 597,53 € 2340091 € 24 137,40 € 24 629,95 € 2530341 €
Property, plant and equipment 35 895,36 € 34 359,59 € 32609,03 € 3202532 € 33 080,10 € 33 102,36 € 38 301,60 € 36 248,93 € 36 655,55 € 36 947,60 € 36 573,61 € 38 127,62 €
Equipment on operating leases 44 337,61€ 45 923,98 € 48 939,25 € 51190,53 € 53 172,40 € 53 932,37 € 62 238,54 € 63 434,59 € 66 835,59 € 65 139,00 € 64 844,82 € 64 162,42 €
Equity-method investments 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 € 13 104,00 €
Receivables from financial services 4262827 € 43 422,07 € 46 037,17 € 48 307,68 € 50 997,98 € 52 081,30 € 59 650,16 € 62 830,63 € 66 807,02 € 62 329,35 € 60 752,82 € 58 124,56 €
Net Other financial assets 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 € 821,00 €
Net Other Non-Current Assets - 298,52 € - 316,71 € - 34512 € - 265,83 € - 153,70 € - 51,41 € 67,65 € 52,64 € 47,82 € 20,88 € 4,98 € - 24,27 €
Total Non-current Assets 153 604,98 € 155 289,70 € 160 268,45 € 164 982,51 € 171 119,62 € 173 178,16 € 197 310,55 € 199 089,32 € 207 671,89 € 202 499,23 € 200731,18 € 199 618,74 €
Inventories 31 566,00 € 33443,90 € 35421,87 € 37 375,49 € 38 610,59 € 39 338,93 € 46 428,65 € 45 245,65 € 47 045,01 € 48 565,88 € 49 613,60 € 50 993,40 €
Trade receivables 10988,31€ 11 596,57 € 12361,27 € 12 885,18 € 13 143,95 € 13228,04 € 15397,71 € 15 098,04 € 15729,57 € 16 144,74 € 16 451,00 € 16 860,19 €
Receivables from financial services 34 888,66 € 35538,33 € 37 678,63 € 39 536,91 € 41738,76 € 4262539 € 48 820,04 € 51 423,06 € 54 677,50 € 51012,80 € 4972250 € 47 571,43 €
Cash and cash equivalents 16 055,99 € 14 366,45 € 13214,38 € 1221464 € 11 649,57 € 10 944,54 € 13 657,41 € 12011,48 € 11721,66 € 11242,71 € 10518,22 € 10 073,41 €
Marketable debt securities and similar investments 6 867,45 € 5858,18 € 5101,20 € 4 475,02 € 4124,97 € 372947 € 4 837,97 € 399253 € 372994 € 3412,00 € 297458 € 2673,31€
Net Other Current Assets - 2270,71€ - 235516 € - 1913,89€ - 1681,55€ - 133047€ - 959,42 € - 814,40 € - 872,90 € - 967,30 € - 903,94 € - 868,90 € - 855,34 €
Net Assets held for sale 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 € 571,00 €
Total Current Assets 98 666,69 € 99 019,26 € 102 434,46 € 105 376,70 € 108 508,37 € 109 477,95 € 128 898,37 € 127 468,87 € 132 507,37 € 130 045,20 € 128 982,01 € 127 887,40 €
Total Assets 252 271,66 € 254 308,96 € 262702,91 € 270 359,21 € 279 627,98 € 282 656,11 € 326 208,92 € 326 558,19 € 340 179,26 € 332 544,42 € 329 713,19 € 327 506,13 €
Equity and liabilities

Share capital 3 070,00 € 3070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 € 3 070,00 €
Capital reserves 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 € 11718,00 €
Retained earnings (restated) 7 7792528 € § 7771214 € ! 79 862,19 € 7 81 869,64 € g 85 116,61 € ” 86 387,55 € . 103 615,38 € ! 99 542,86 € 7 102 558,36 € ” 103 861,09 € . 104 173,05 € Y 106 775,77 €
Other reserves (restated) 2571,00 € 2571,00 € 2571,00 € 2571,00€ 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00 € 2571,00€ 2571,00 € 2571,00€
Treasury Shares - 2256,00 € - 2 256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2256,00 € - 2256,00€ - 2256,00 € - 2 256,00 €
Equity Attributable to Shareholders of Mercedes-Benz Group A( 93 028,28 € 92 815,14 € 94 965,19 € 96 972,64 € 100 219,61 € 101 490,55 € 118 718,38 € 114 645,86 € 117 661,36 € 118 964,09 € 119 276,05 € 121 878,77 €
Non-controlling interests 1252,37 € 126541€ 1296,40 € 1337,72€ 139345€ 141825 € 1667,25€ 1619,21 € 1670,92 € 1690,98 € 1700,04 € 174140 €
Total Equity 94 280,64 € 94 080,55 € 96 261,59 € 98 310,36 € 101 613,06 € 102 908,80 € 120 385,63 € 116 265,08 € 119 332,28 € 120 655,07 € 120 976,09 € 123 620,17 €
Provisions for pensions and similar obligations 218547 € 201555 € 1858,84 € 171432 € 1581,03€ 145811 € 1344,74 € 1240,19€ 1143,77 € 1054,84 € 972,83 € 897,19 €
Provisions for other risks 18 529,81 € 19 087,26 € 19 824,74 € 20 282,78 € 20 484,70 € 20 547,08 € 22 472,36 € 22 140,96 € 22 673,87 € 23 134,11 € 23 446,86 € 23872,82€
Financing liabilities 58 175,37 € 55752,61€ 55 688,61 € 55 728,80 € 56 984,71 € 56 705,66 € 66 693,18 € 66 847,21 € 69 489,13 € 64 622,19 € 61905,12 € 58 694,88 €
Deferred income 1742,26 € 177470 € 1881,58 € 1974,38 € 2084,34 € 2128,61€ 2437,96 € 2 567,95 € 273047 € 2 547,46 € 2483,03 € 2375,61€
Contract and refund liabilities 4627,99 € 489552 € 524983 € 5470,04 € 5567,52 € 5597,69 € 6 522,83 € 6 364,65 € 6621,18 € 6 840,83 € 6990,44 € 719410 €
Net Deferred tax assets/liabilities 2719,95 € 2922,96 € 274333 € 253527 € 2 156,24 € 177579 € 1508,17 € 1619,23 € 174249 € 1799,30 € 1856,74 € 1946,67 €
Total Non-current Liabilities 87 980,84 € 86 448,59 € 87 246,94 € 87 705,59 € 88 858,54 € 88 212,93 € 100 979,24 € 100 780,19 € 104 400,91 € 99 998,74 € 97 655,01 € 94 981,26 €
Trade payables 14 908,00 € 15 782,56 € 16 071,76 € 16 956,09 € 17 524,87 € 17 856,39 € 21060,45 € 20 560,16 € 21389,23 € 22 029,40 € 22 482,07 € 23073,94 €
Financing liabilities 46 000,55 € 48 430,53 € 52 882,78 € 56 705,41 € 60 692,54 € 62 650,24 € 70971,24 € 76 282,01 € 8182264 € 76 432,58 € 74 985,13 € 7197994 €
Deferred income 1570,80 € 1600,05 € 1696,41€ 1780,08 € 1879,21€ 191913 € 2198,04 € 231523 € 2461,76 € 2296,76 € 2238,67 € 2141,82€
Contract and refund liabilities 7 530,84 € 7 966,68 € 854343 € 8901,69 € 9 059,76 € 9 108,61 € 10 614,33 € 10 355,52 € 10772,45 € 11 131,87 € 11376,23 € 11 709,00 €
Total Current Liabilities 70 010,18 € 73779,82 € 79 194,38 € 84 343,26 € 89 156,38 € 91 534,38 € 104 844,05 € 109 512,92 € 116 446,08 € 111 890,61 € 111 082,09 € 108 904,70 €
Total Equity and Liabilities 252 271,66 € 254 308,96 € 262 702,91 € 270 359,21 € 279 627,98 € 282 656,11 € 326 208,92 € 326 558,19 € 340 179,26 € 33254442 € 329 713,19 € 327 506,13 €




Consolidated Cash Flow Map (2018-2028)

in million euros 2018 2019 2020 2021 2022 2023
Operating Activities
Profit before income taxes 10 595,00 € 3830,00 € 6 339,00 € 28 775,00 € 20 304,00 € 20 084,00 € 18 301,10 € 17 886,51 € 17 287,08 € 15753,93 € 14 674,58 €
Depreciation and amortization/impairments 6 305,00 € 7751,00 € 8 957,00 € 698,00 € 6 521,00 € 6 663,00 € 7384,04 € 784384 € 8034,85€ 8 076,54 € 8 063,13 €
Other non-cash expense and income - 872,00 € 24,00€ - 836,00 € - 11503,00 € - 1296,00 € - 2369,00€ - 376,19€ - 368,58 € - 357,62€ - 324,33 € - 302,78 €
Gains (-)/losses (+) from disposals of assets - 178,00 € - 761,00 € 131,00 € - 695,00 € - 990,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 €
Change in operating assets and liabilities - 14 029,00 € - 2 051,00 € 7 951,00 € 3179,00 € - 424100 € - 7 430,00 € - 14471,32€ - 6 373,50 € - 1995,55 € 1412,80€ - 1446,00 €
Inventories - 3850,00 € 99,00 € 2 039,00 € - 2 561,00 € - 4 111,00 € - 2733,00 € - 2378,92 € - 702,99 € - 584,04 € 320,09 € - 3227,21€
Trade receivables and trade payables 810,00 € - 1971,00 € 1040,00 € 1694,00 € 1029,00 € 131,00 € - 1182,64 € - 277352 € - 239,14 € 103,72 € - 66,36 €
Receivables from financial services - 10257,00 € - 4 664,00 € 2397,00 € 3879,00 € - 5327,00 € - 5812,00 € - 1277,90 € - 567,37 € - 467,79€ ~ 375,57 € 1031,48 €
Vehicles on operating leases - 1609,00 € - 1156,00 € 1822,00 € 1428,00 € 3810,00 € - 640,00 € - 3672,77 € - 242475 € - 769,55€ ~ 453,71 € 689,30 €
Other operating assets and liabilities 877,00 € 5641,00 € 653,00 € - 1261,00 € 358,00 € 1624,00 € - 5959,09 € 95,14 € 64,96 € 159,71 € 126,79 €
Dividends received from equity-method investments 1380,00 € 1202,00 € 1783,00 € 1625,00 € 1 605,00 € 2 056,00 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 €
Income taxes paid - 2858,00 € - 2 107,00 € - 1993,00 € - 3812,00€ - 5009,00 € - 5621,00 € - 424561€ - 4 109,08 € - 3930,93€ - 3516,51 € - 320570 €
Cash flow from operating activities 343,00 € 7 888,00 € 22 332,00 € 24 549,00 € 16 894,00 € 14 470,00 € 7 285,80 € 15 572,97 € 19 731,61 € 22 096,21 € 18 477,01 €
Investing Activities
Additions to property, plant and equipment - 7534,00 € - 7199,00 € - 5741,00€ - 4 579,00 € - 3481,00€ - 374500 € - 5951,04 € - 3946,77 € - 7876,50 € - 10 135,76 € 124,68 €
Additions to intangible assets - 3167,00€ - 3636,00 € - 2819,00€ - 2741,00€ - 3418,00€ - 4 468,00 € - 3672,77€ - 6061,88€ - 5130,32 € 1134,28 € 689,30 €
Proceeds from disposals of property, plant and equipment and intangi 644,00 € 429,00 € 365,00 € 826,00 € 469,00 € 285,00 € - € - € - € - € - €
Investments in shareholdings - 780,00 € - 1619,00 € - 661,00 € - 573,00 € - 849,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 €
Proceeds from disposals of shareholdings and other business operatit 363,00 € 394,00 € 259,00 € 159,00 € 3337,00€ 612,00 € 3827,95€ 306,15 € - 1738,03€ - 2079,00€ - 4307,92€
Acquisition of marketable debt securities and similar investments - 5739,00€ - 5960,00 € - 3792,00€ - 5694,00 € - 2622,00€ - 4714,00€ - 3758,86 € 1368,52 € 576,89 € 560,44 € - 3418,75€
Proceeds from sales of marketable debt securities and similar investm 6 210,00 € 7014,00 € 5941,00 € 4 385,00 € 3084,00 € 5021,00 € 532243 € 195,05 € 986,69 € 1003,13 € 879,83 €
Other cash flows 82,00 € - 30,00 € 27,00 € - 7,00 € 27,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 €
Cash flow from investing activities - 9921,00 € - 10 607,00 € - 6 421,00 € - 6 226,00 € - 3 453,00 € - 7 315,00 € - 4 538,28 € - 844493 € - 13 487,28 € - 9 822,91 € - 6 338,87 €
Financing Activities
Change in short-term financing liabilities 2637,00 € 840,00 € - 3263,00 € 1463,00 € 172,00 € - 512,00 € 725,50 € 204,41 € 397,07 € - 799,72 € - 1032,25€
Additions to long-term financing liabilities 71 137,00 € 63 607,00 € 53 713,00 € 42 196,00 € 38 429,00 € 39 288,00 € 44 870,02 € 44 850,03 € 44 324,28 € 41273,61€ 38 333,27 €
Repayment of long-term financing liabilities - 56 318,00 € - 55043,00 € - 59 953,00 € - 60 859,00 € - 51945,00 € - 39473,00 € - 3370598 € - 44 890,00 € - 4537577 € - 47 374,95 € - 44 213,96 €
Dividend paid to shareholders of Mercedes-Benz Group AG - 390500 € - 3477,00€ - 963,00 € - 1444,00€ - 5349,00 € - 5556,00 € - 7081,19€ - 6926,02€ - 6706,09€ - 6743,66 € - 573503 €
Dividends paid to non-controlling interests - 315,00 € - 263,00 € - 282,00 € - 366,00 € - 320,00 € - 324,00 € - 280,43 € - 302,50 € - 308,16 € - 307,58 € - 307,59 €
Other cash flows - 78,00 € - 79,00 € - € - 37,00€ - 19,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 €
Cash flow from financing activities 13 226,00 € 5628,00 € - 10 747,00 € - 19 059,00 € - 19 032,00 € - 8391,00 € ~ 4654,92 € - 6 937,08 € - 7 541,67 € - 13 825,30 € - 12 828,57 €
Effect of foreign exchange-rate changes on cash and cash equivalent 133,00 € 121,00 € - 999,00 € 870,00 € 88,00 € - 471,00 € - 471,00 € - 471,00 € - 471,00 € - 471,00€ - 942,00 €
Net decrease in cash and cash equivalents 3781,00 € 3030,00 € 4 165,00 € 134,00 € - 5503,00€ - 1707,00 € 693143 € - 280,04 € - 1768,34€ - 2023,00€ - 1632,42 €
Cash and cash equivalents at beginning of year 12 072,00 € 15 853,00 € 18 883,00 € 23 048,00 € 23 182,00 € 17 679,00 € 15 962,00 € 22893,43 € 22 613,39 € 20 845,05 € 18 822,05 €

Cash and cash equivalents at end of year 15 853,00 € 18 883,00 € 23 048,00 € 23 120,00 € 17 679,00 € 15 962,00 € 22 893,43 € 22 613,39 € 20 845,05 € 18 822,05 € 17 189,62 €




Consolidated Cash Flow Map (2028-2040)

in million euros

Operating Activities

Profit before income taxes 14 949,57 € 15 527,59 € 14 438,25 € 13 246,58 € 11 349,44 € 941214 € 8792,99 € 8 940,68 € 9459,95 € 9622,57 € 9732,18 € 10 057,56 €
Depreciation and amortization/impairments 8283,98 € 8337,85€ 844477 € 8571,23€ 8783,45€ 8813,94 € 10 237,24 € 9864,73 € 10 141,22 € 10 359,13 € 10 442,83 € 10797,36 €
Other non-cash expense and income - 310,01 € - 32524 € - 304,60 € - 282,11 € - 244,47 € - 204,19 € - 199,00 € - 201,42€ - 215,06 € - 219,38 € - 22281€ - 230,84 €
Gains (-)/losses (+) from disposals of assets - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 € - 920,00 €
Change in operating assets and liabilities - 2 006,21 € - 9613,30 € - 925726 € - 778835€ - 6 637,55€ - 473254 € - 14 183,62 € - 8873,35€ - 11016,86 € - 1159,77 € - 325216 € - 723,29 €
Inventories 235194 € " 3 755,80 € - 2 373,57 € 234435€ 1482,11 € 1456,69 € 4 253,83 € 591,50 € 2159,22 € 3041,75€ 3143,17 € 1655,76 €
Trade receivables and trade payables 623,34 € " 1216,52 € - 917,64 € 628,70 € 310,52 € 168,18 € 1301,80 € 149,83 € 757,83 € 830,34 € 918,76 € 491,04 €
Receivables from financial services 890,03 € " 1299,35€ - 2 568,36 € 2229,94 € 2642,21€ 1773,26 € 3716,79 € 6 507,56 € 3905,32 € 1832,35€ 645,15 € 1075,54 €
Vehicles on operating leases 3096 € 3172,73 € - 3618,33€ 270153 € 2378,25€ 1519,93 € 4 983,70 € 2990,12 € 4 081,20 € 848,30 € 147,09 € 341,20 €
Other operating assets and liabilities 48,08 € " 168,90 € 220,64 € 116,17 € 175,54 € 185,52 € " 72,51 € 117,00 € 113,28 € 31,68 € 17,52 € 6,78 €
Dividends received from equity-method investments 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 € 1613,78 €
Income taxes paid - 327111 € - 3421,89€ - 3059,19€ - 2681,21€ - 2103,85€ - 152555 € - 1204,23€ - 1273,05€ - 1394,14 € - 1426,17 € - 1448,16 € - 1527,82 €
Cash flow from operating activities 18 340,00 € 11198,79 € 10 955,75 € 11759,91 € 11 840,80 € 12 457,58 € 4137,16 € 9151,37 € 7 668,88 € 17 870,16 € 15 945,64 € 19 066,75 €
Investing Activities
Additions to property, plant and equipment 111,82 € 767,88 € 87528 € 291,86 € - 3164,35€ - 133,56 € - 3639,47 € 1026,34 € - 1219,85€ - 233640 € 187,00 € - 4662,03 €
Additions to intangible assets 30,96 € - 4759,10 € - 904582 € - 6753,82€ - 594562 € - 6 079,73 € - 5814,32€ - 7176,29€ - 6 802,01 € 848,30 € 147,09 € 341,20 €
Proceeds from disposals of property, plant and equipment and intangi - € - € - € - € - € - € - € - € - € - € - € - €
Investments in shareholdings - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 € - 334,00 €
Proceeds from disposals of shareholdings and other business operatic- 2891,75€ - 543,92 € 759,26 € - 1931,00€ - 121,37 € - 3005,10 € 30,39€ - 960,00 € - 1450,51 € - 2081,05€ - 3391,37€ - 1619,71 €
Acquisition of marketable debt securities and similar investments - 4394,33 € 554,31 € 806,60 € 937,40 € 121352 € 1168,08 € - 1108,49 € 718,14 € 1300,99 € 124563 € 1126,16 € 1262,30 €
Proceeds from sales of marketable debt securities and similar investm 684,71 € 1 009,27 € 756,98 € 626,18 € 350,05 € 395,49 € 2 672,07 € 845,44 € 262,59 € 317,94 € 437,41 € 301,27 €
Other cash flows 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 € 28,00 €
Cash flow from investing activities - 6764,59 € - 3277,56 € - 6 153,70 € - 7135,39€ - 7973,78€ - 7 960,82 € - 8 165,82 € - 5852,37 € - 8214,79€ - 2311,59€ - 1799,70 € - 4 682,96 €
Fii ing Activities
Change in short-term financing liabilities - 942,21 € 486,00 € 890,45 € 764,53 € 797,43 € 391,54 € 1664,20 € 1062,15 € v 2770,31€ - 1078,01€ - 144744 € - 3005,19 €
Additions to long-term financing liabilities 35933,88 € 34 480,23 € 34 467,43 € 34 475,47 € 34 726,65 € 34 447,59 € 39 441,36 € " 39472,16 € 40793,12€ 35926,19 € " 31850,58 € 28 640,34 €
Repayment of long-term financing liabilities - 40732,65€ - 3738754 € - 34 493,03 € - 34 459,39 € - 3422428 € - 35005,70 € - 29 453,83 € T 38671,25€ - 38151,20 € - 45 660,06 € 4 40 001,80 € - 35 060,81 €
Dividend paid to shareholders of Mercedes-Benz Group AG - 5839,79€ - 6 057,90 € - 5679,67 € - 5255221 € - 4 568,31 € - 386544 € - 3678,12€ - 5587,93€ - 392316 € - 3987,64 € - 4031,49€ - 4152,32 €
Dividends paid to non-controlling interests - 313,29€ - 316,55 € - 324,30 € - 334,64 € - 348,58 € - 354,78 € - 417,07 € - 405,05 € - 417,99 € - 423,01 € - 42527 € - 435,62 €
Other cash flows 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 € 127,00 €
Cash flow from fi activities 4 11767,05€ - 8 668,77 € - 5012,12€ - 4682,25€ - 3490,10€ - 4259,79€ ~ 7 683,53 € - 4002,92¢€ ~ 1198,09 € - 15 095,52 € - 13928,44 € - 13 886,60 €
Effect of foreign exchange-rate changes on cash and cash equivalent - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 € - 942,00 €
Net decrease in cash and cash equivalents - 1133,64€ - 1689,54 € - 1152,07 € - 999,73 € - 565,08 € - 705,03 € 2712,87 € - 164593 € - 289,82 € - 478,95 € - 724,50 € - 444,81 €
Cash and cash equivalents at beginning of year 17 189,62 € 16 055,99 € 14 366,45 € 13 214,38 € 12 214,64 € 11 649,57 € 10 944,54 € 13 657,41 € 12 011,48 € 11 721,66 € 11242,71 € 10 518,22 €
Cash and cash equivalents at end of year 16 055,99 € 14 366,45 € 13 214,38 € 12 214,64 € 11 649,57 € 10 944,54 € 13 657,41 € 12 011,48 € 11 721,66 € 11 242,71 € 10 518,22 € 10 073,41 €




1.2 Model Life Cycle
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1.3 Scenario Analysis Results

Electrification
Mercedes loses the Electrification race
M des b 17,50% 22,50% 27,50%
::::inelsu xﬁca’é‘ss 35% B143€  B8113€  B8083€
n lxury 45% 81,19€  80,89€ | 8059€
vehicles brand
55% 80,94 € 80,64 € 80,34 €
China
China is more restrictive and Mercedes loses
market share
0, 0, 0,
Mercedes is able to 2000k 20004 =0l
expand its market L B111e€
sphare in China S ey
80% 80,50 €
Macroeconomy
World Economy crumbles down again into
recession
15,00% 20,00% 25,00%
World Economy is in 40% 80,76 € 80,86 € 80,96 €
a long-term upswing 50% 80,79 € 80,89 € 80,99 €
60% 80,82 € 80,92 € 81,01 €

Geopolitical

Armed conflites escalation and trade policies
become more restrictive

30,00% 40,00% 50,00%

Trade policies 0% 80,98 € 80,89 € 80,76 €
become more liberal 5% 80,98 € 80,89 € 80,76 €
10% 80,98 € 80,89 € 80,76 €

Raw Materials and Supply Chain

Mercedes secures a reliable supply of
necessary raw materials

) 30,00% 40,00% 50,00%
European companies
struggle to secure 50% 80,66 €
raw materials 60% 80,89 €
70% 81,12 €

Range
1,09 €

Range
0,39 €

Range
0,22 €

Range
0,22 €

Range
0,23 €

Company Internal
Cost Cutting Policies

Mercedes has some operational problems
increasing its cost burden

Merced all 500%  10,00%  15,00%
proves Its op 40% 80,80€  80,80€  80,80€

as intendeed
45% 81,13€  8113€  8113€

Electrification of vehicle portfolio

New techonology makes Mercedes move

away from Electrification
0,00% 5,00% 10,00%
oLy 95% 80,89 €
portfolio
100% 77,57 €
Regulations

EU's 2035 Combustion Engine Ban

The EU delay the 2035 combustion Engine

Ban
0, 0, o
The EU sticks with the 15,00%  25,00%  35,00%
2035 combustion 65% 81,99 €
Engine Ban 75% 80,89 €
85% 79,77 €

EV regulation

EV vehicles become the norm, hence tax
benefits for owners disappear

30,00% 40,00% 50,00%
EVs vehicles continue 50% 80,97 €
to be subsidise 60% 80,89 €
70% 80,80 €

Demographics & Consumer Behavior

Car purchase criteria

Consumer interests do not align with
Mercedes product offering

. 30,00% 40,00% 50,00%
Consumer interests
align with Mercedes 50% 80,93 €
product offering 60% 80,89 €
70% 80,83 €

Range
0,24 €

Range
3,32€

Range
1,12€

Range
0,09 €

Range
0,06 €



1.4 Monte Carlo Simulation: Variables considered

Variables Simulated Statistics

MBI - Revenue

Cars European Market Share 5,33% 0,608%
Cars North American Market Share 2,74% 0,897%
Cars Asia Market Share 3,47% 0,378%
Cars Rest of the World Market Share 2,45% 0,596%
Vans European Market Share 13,54% 0,880%
Vans North American Market Share 0,69% 0,241%
Vans Asia Market Share 1,10% 0,264%
Vans Rest of the World Market Share 3,09% 0,243%
MBI - IS

Non-Electric Top-end Operating Margin 69,48% 0,051%
Non-Electric Core Operating Margin 72,06% 0,251%
Non-Electric Entry Operating Margin 78,12% 0,155%
Electric Top-end Operating Margin 79,86% 0,023%
Electric Core Operating Margin 84,22% 0,120%
Electric Entry Operating Margin 87,53% 0,071%
Selling Expenses as % of Revenue - MBI 7,82% 0,359%
R&D as % of Revenue 4,78% 0,165%
MBM - IS

Revenue on new contracts (in %) 17,96% 0,793%
# of New Contracts as % of vehicles sold 57,20% 3,094%
# of Expired Contracts as % of vehicles sold in-  56,99% 6,701%
Revenue on ongoing contracts (in %) 20,01% 0,796%
Cost of sales as % Revenues 86,58% 1,237%
Selling Expenses as % of Revenue - MBM 2,73% 0,183%
Cost of Capital

Cost of Debt 3,25% 0,50%
Relevered Cost of Equity 10,94% 0,50%
Growth Rate 2,50% 0,50%




1.5 Multiples Valuation: Range of Implied Share Prices

2024F EV/EBIT

LTM EV/EBIT

2024F EV/EBITDA

2024F EV/Revenue

LTM EV/Revenue

€ 40.00 € 60.00 € 80.00 € 100.00 € 120.00 € 140.00
Implied Share Price

mm25% Quartile to Median m Median to Mean Mean to 75% Quartile —Current Share Price
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2. Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)

of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected
dividend yield) over a 12-month period.

This report was prepared by Michael Lamm and Manuel Pereira, Master in Finance students of Nova School
of Business and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised
the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under COMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.

Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
this entity is not required to register with or otherwise notify the Bundesanstalt fiir Finanzdienstleistungsaufsicht



(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may

change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,
students did not have in consideration the specific investment objectives, financial situation or

particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.




[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the
covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials
(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior

to its publication.”]

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.




