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Background of the research

Background of the research

In 2016, automotive industry investments in innovation areas were about US$19.6 billion. Growing digitalization and technology
advancements are expected to increase the investments to US$82.1 billion by 2020. The automotive industry is poised to change more in
the next 5 to 10 years than it did in the last 50 years. Vehicles are set to become increasingly intelligent, inter-connected, and
instrumented

The rapid pace of digitalization is transforming the hardware-driven automotive sector to a software and solutions-focused industry,
augmented by consumers’ evolving expectations of digital lifestyle and demands for new and innovative services. Automobiles will soon
be able to communicate and collaborate with other things such as traffic lights, other vehicles, parking bays, etc. thus becoming a part of a
global system of systems

The digital disruption is not a one-time event, it is rather a journey in which auto manufacturers, service providers, technology majors, and
parts suppliers are gearing up for the rising market demand and making large scale investments in resources, partners, solutions, and
products. However, this disruption results in ecosystem complexities leading to gaps in the envisaged value and realized returns

Over the past few years, multiple startups have thrived, filling these innovation gaps. They are addressing key adoption challenges such
as data integration & security, vehicle efficiency, process automation, preventive maintenance, analysis of data collected, and so on

In this research, Everest Group presents an assessment of how digitalization along with Internet of Things (loT), technology partnerships,
software capabilities, and customized solutions will be the way forward for the global automotive industry. We also take a deep dive into
the next-generation digital automotive startups across the product design, production, marketing, and after-sales functions. Each startup
profile provides a comprehensive picture of its technology capabilities, achieved market growth, and the perceived investors’ confidence

The assessment is based on Everest Group’s rich expertise and database knowledge of the automotive industry and secondary research
& analysis

Scope of this report

Services: Automotive Engineering Services
Geography: Global

Companies: Digital Automotive startups
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Research Methodology

Everest Group analyzed 120 startups functioning across the automotive ecosystem on five key dimensions to
shortlist the “top 20 automotive trailblazers”

. Initial data of more than 120

. startups functioning across the
i automotive value chain was

. collected.

Automotive-focused startups

- Comprehensive evaluation was done to High potential startups
- identify the high potential startups.

. These have received strong market °

. traction, funding/investments, and can

' leverage innovative technology for

- problem solving. 3 _
Automotive

77777777777777777777777777777777777777777777777777777777777777777777 trailblazers Dimensions used for prioritizing startups
Further comparative assessment of high § e Focused on solving key automotive
| potential startups led to the identification 1 20 industry issues
- of “Automotive trailblazers.” These startups i | d K .
" play a significant role in the automotive : e Clientele and market traction
§ ecosystem and have high probability of | e Backing from marquee investors
| success. ‘ :
b e Level of funding
e Strength of management team
Source: Everest Group (2017)
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After detailed assessment, following 20 startups emerged as
the “hot” startups addressing key growth issues and bring
digital disruption in the automotive industry

Power-driven solution providers Connectivity enablers

Qogofo e ARGUS 0’ Getaround
PROTERRA ¢ PELOTON
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I Top 20 \
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Autonomous driving enablers Analytics solution providers
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Summary of key messages

Industry stakeholders recognize that startups are quickly disrupting the “Value Chain” and therefore, must be leveraged to drive value

Startups —on a

high growth
trajectory

Addressing key

digital adoption
issues

e Year 2016 witnessed an
uptick in funding and
investments (Total
investment of >US$19
billion with ~35% in the
past four years)

Establishing
their significance

e Offering innovative
solutions that enable
value realization from loT
investments, startups
are solving the gaps in
digital adoption

across the
ecosystem

Investment is not
the only way to

access innovation
e Funding for digital by startups

automotive startups is
flowing in not only from VC, e Automotive players across

e With the increasing market
significance, they are
poised to be competitors

to larger established
automotive engineering
providers

e Primary adoption

challenges targeted by

startups are:

— Autonomous driving
technology enablement

— Connectivity enabling

— Electrification provision

— Big data analysis

but automakers, technology
players, solution providers,
and system integrators

Access to innovative
technology is the primary
motivation apart from
quick time-to-market and
talent pool

the value chain are engaging
with startups by means of
acquisition, partnership,
funding, and/or mentoring
and one cannot afford to
ignore them anymore

Majority of the automotive
players are leveraging
startups primarily to expand
their capabilities across the

Source: Everest Group (2017) digital disruptive stack
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This study offers detailed assessment and profiles of 20
automotive startups; below are four charts to illustrate the

depth of the report

Focus of Automotive startups

Key agenda points for automotive industry

I Currentimpact [l Future impact

R&D/Product Procurement/ Rl Marketing After-sales / Vehicle usage
Development Logistics and sales Service / Mobility
loT Automotive interconnectivity (10T)
Big data Big data and analytics

Virtual reality and design
SHD Il Aqdmve 3D parts printing Sp: [EUS
manufacturing
Digital engagement Centralized digital platform Next gen-apps (ride sharing, direct sales, rentals, etc.)

Advanced robotics Production efficiency

Electric/ Hybrid vehicles Electric/Hybrid vehicles (affect all digital trends)

Autonomous vehicles (affect all digital trends)

Virtual reality

Digital processing Computerized production
8 AT

Autonomous vehicles

Shortlisted 20 Automotive startups

Power-driven solution providers | Evaluation of shortlisted startups shortisted startups [ | Low  [HIll High
Shortlisted startups Technology disruption Market growth Investor confidence
Startup #1 HEECC HEECC HEEEC]

Startup #4

Startup #5

Startup #6

o Defining the future target customer
segment in accordance with the
mobility type and the nature of the
business model defined

e Defining the future business model with
regards to unique selling propositions,
revenue sources, and cost positioning

Definition of
the future
business

model

Target
segment
identification

e Establishing and maintaining
the necessary cooperation
and partnerships to enable
new market offerings
(within or beyond the
automotive industry)

e Adapting and expanding the
market offerings of products
and services as per the target
customer segment and
positioning

Key agenda
points

Adjusting the
value chain

Required

competencies o Building the required and necessary

competencies organically or
inorganically (acquisitions etc.)

e Redesigning the value chain
(make to buy) to adjust the
core skills and proficiencies

Sample profile of Automotive startups

Company overview

Formerly known as Atieva, Lucid Motors began by developing batteries and Technology innovation * %k %

electric drivetrains. It aims to create an experience that is personalized and Market growth * % %

liberating, erasing the constraints of modern transportation. Its cars will be * %k Kk Kk
Investor confidence

capable of long-range driving and exhilarating acceleration. It has filed more than
100 patents till date

Technology innovation

Lucid Motors produces game-changing ways to power the future right from

Year of incorporation 2007 pro software onto mi ips to analyzing

o Sam Weng, Founder, COO integrity. Its pr_oducts are: B
o Peter Rawlinson, CTO o Equipped with a semi-autonomous highway driving system

Key executives « Derek Jankins, VP, Design * Capable of accelerating from zero to 100km/h (about 62mph) in under three
.
.

Fact sheet

Henry Li, VP, Business Development seconds
Doreen Allen, Director, Sales « Designed to make driving feel like a full-service experience, with information

and controls provided when and where they are needed

Headquarters Menio Park, California with virtual assistant services, including applications such as Siri
Number of employees ~500 and Alexa, to provide smart solutions, in a package ideally suited for use while
e Jia Yueting (LeEco) driving with a minimum of distractions
Key investors e Tsing Capital
e Venrock

e Lucid Motors has established strategic partnerships with LG Chem and
Samsung SDI for supply of next-generation battery technology developed as
part of Lucid's powertrain supply business, or variants of the sedan with
specific performance requirements

Investor confidence — Estimated total funding of US$131 millic

Dec 2009 Jan 2011 May 2014 o The differing performance attributes available from the two cell suppliers
® Ty ° provide Lucid with maximum flexibility to select the best cell for each of the
Startup #10 Venture Venture Venture applications '
US$7 million Us$24 million US$100 million  Lucid Motors has partnered with Mobileye for the supply of camera, radar, and
lidar sensors, which will enable the functions of its self-driving vehicle
Source: Everest Group 2017
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e
Additional research references

The following documents are recommended for additional insight into the topic covered in this report. The recommended
documents either provide additional details on the topic or complementary content that may be of interest

1. Designing Products in the age of Human-Machine Nexus for the Global Connected Ecosystem
(EGR-2017-15-R-2231); 2017. This report explores the ecosystem-centered design thinking approach, and delves into its constituents,
the underlying principles, and the impact on businesses. It also covers some of the current and prospective examples for ecosystem-
based design thinking, and discusses the challenges that enterprises need to overcome for successfully implementing this approach.

2. In Pursuit of Product Excellence: Quality Management in the Engineering Services Industry
(EGR-2017-0-R-2181); 2017. This report provides a detailed analysis of quality management activities in the engineering services
industry. It covers market landscape of quality management services and focuses on the central idea of how digital technology themes
are reshaping the way enterprises look at their product quality management efforts in the engineering services industry.

3. The Evolving Demand Paradigm in the Engineering and Research and Development (ER&D) Services Industry
(EGR-2016-0-R-1977); 2016. This report provides an overview of the ER&D services industry. It covers demand trends in the ER&D
services industry across different industry verticals and global sourcing trends across major ER&D segments

For more information on this and other researches published by Everest Group, please contact us:

H Karthik, Partner: h.karthik@everestgrp.com
Chirajeet Sengupta, Partner: chirajeet.sengupta@everestgrp.com
Ronak Doshi, Practice Director: ronak.doshi@everestgrp.com
Abhishek Gupta, Senior Analyst: abhishek.gupta@everestgrp.com
Mayank Maria, Senior Analyst: mayank.maria@everestgrp.com

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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From insight to action.

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business
services, and sourcing. We are trusted advisors to senior executives of leading
enterprises, providers, and investors. Our firm helps clients improve operational
and financial performance through a hands-on process that supports them in
making well-informed decisions that deliver high-impact results and achieve
sustained value. Our insight and guidance empower clients to improve
organizational efficiency, effectiveness, agility, and responsiveness. What sets
Everest Group apatrt is the integration of deep sourcing knowledge, problem-
solving skills and original research. Details and in-depth content are available at

www.everestgrp.com.
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