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<AUSFIVEREELEZE>

All of those strengths remain as critical today as they have been over the last 30 years
when Japanese OEMs and suppliers have built their incredibly strong global reputation.
The key now is to take the principles and adapt them for a more digital era. Practically
that means, for example, redefining what is meant by 'quality’ to align more closely with
the broader definition consumers now use. While KPIs like issues per million continue to
be relevant, consumers also measure quality in other ways: usability, learnability,
responsiveness, etc. Quality also needs to shift from a 'right-first-time' metric, and towards

continual iteration. That means changing organisational KPIs and budgets.
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In the short-term SDVs will continue to damage OEM profitability, particularly for
established OEMs that need to manage legacy and new platforms in parallel. But as they
shift more of their fleet towards newer SDV-enabled platforms, the opportunity to
commercialize innovations become more real. We don't see a killer application for
automotive, in the same way that there hasn't been a killer application for smartphones.
That doesn't mean there won't be larger revenue streams (e.g. L3/L4 autonomous
driving), but OEMs that are successfully commercialize SDVs will be those that create an

eco-system of partners and a long-tail of value generators.
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There are some examples, but it is still early stages.

- Some Chinese OEMs are generating meaningful revenues through micro-transactions of
in-car experiences

- Some OEMs in USA are seeing success in monetizing L3 ADAS features through
subscriptions

In all these cases, the SDV tech stack has been only part of the solution that has enabled
OEMs to commercialize features. Just as significantly has been the agile operating model
that those OEMs have adopted to help design, iterate, evaluate, launch and adapt those
features. The consumer engagement model has also been critical - marketing services and
the capability of vehicles to existing owners has traditionally been a weakness for
established OEMs. But OEMs will need to become stronger at engaging with consumers

during the lifetime of the vehicle if they want to succeed at monetizing SDVs.
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<AUSFIVEREELEZE>

Bridging the gap between Vision/Purpose and the reality of today is a common challenge
for all companies globally - including for us at SBD! Most OEMs published their long-term
Vision statements 4-5 years ago when times were generally easier: competition from
China wasn't as intense, tariffs weren't eating into profits and governments were pushing
ahead with EV regulations. Today we're in a very different world. That doesn't necessarily
mean that Visions need to change, but companies need to be pragmatic in accepting that
the route to delivering them will be more complex and will take longer. Leaders also need
to find ways of helping employees contextualise short-term decisions through the lens of
the long-term vision, celebrate successes (however small) and openly talk about setbacks

(honestly and openly). It's easier said than done, but incredibly important!
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We typically measure consumer success of features or solutions through 6 lenses:
1/ Outcomes: How aligned is it to the outcomes that matter toc onsumers?

2/ Functionality: How much of a problem does it solve?

3/ Usability: Is it quick, intuitive, and low-friction to use?
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4/ Reliability: Can users rely on it to work consistently?
5/ Emotional appeal: Does the experience create a positive emotional attachment?

6/ Brand alignment: Does it create a positive emotional attachment to the brand?

For each of these, it is important to have a simple, objective and universally accepted
(within your organisation) way of measuring it.

There are many other factors to consider (including topics like data privacy), but if
companies have consistent ways of measuring and optimizing the above, they will be likely
to deliver experiences that drive the desired customer behaviours (usage, satisfaction,
loyalty, etc).

Our surveys show that there are significant differences in the underlying need that people
have from their cars. This inevitably makes it harder to develop a truly 'global' solution,
and is pushing more OEMs to develop a 2 or 3 region strategy (most commonly USA,

China and ROW) with greater levels of localization of design/development teams.
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