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Global Auto Monitor: Mean
Reversion, Stock Aversion?
Lithia's 3Q highlighted destruction in new and used markets, a
precursor to large drops in GPUs. Consensus FY23 numbers
should finally fall across the sector signaling a still-too-early
buy signal.

What Others Are Reading - Our Most Read Reports

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As a
result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider
Morgan Stanley Research as only a single factor in making
their investment decision.
For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
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+= Analysts employed by non-U.S. affiliates are not
registered with FINRA, may not be associated persons of
the member and may not be subject to FINRA restrictions
on communications with a subject company, public
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[NORTH AMERICA] TSLA: 3Q Margins Beat, But FY23 Outlook Still at Risk

(Oct 19) A clean 3Q earnings beat despite lower regulatory credits, rising

input costs, FX headwinds, logistics/plant ramp-up inefficiencies. $3.3bn of

FCF was nearly 3x our forecast. A very strong quarter. Still… we wish FY23

consensus would allow more room for macro uncertainty.

[NORTH AMERICA] LAD: 3Q Missed on Used, Inventory Up… New and F&I

Misses Next? (Oct 19) The long-awaited dealer earnings mean reversion has

begun. New GPUs (reflecting pre-orders) have yet to drop. FY23 cons has

50pct-type downside risk.

[EUROPE] Auto production – another upward revision, driven by China (Oct

14) S&P Global production forecasts call for 6.1% YoY production growth in

FY22, from 5.7% previously, with China the key driver of the upgrade. The

forecast revision now calls for Q3 growth of 27.8% (low comps) with 3Q

Chinese volumes lifted 400k units the key story. All major regions expected

to grow 20%+ YoY.

[INDIA] Bajaj Auto: F2Q23: Commodity Tailwinds Kick In; Remain EW (Oct

16) We have an Attractive view on the auto sector and believe the next leg

of outperformance will be driven by upside surprises on the margin side as

commodity tailwinds kick in. For Bajaj, part of the upside will be offset by

weaker export volumes. EW.

[S.KOREA] HMC and Kia: More Engine Provisions (Oct 18) After the market

closed, HMC and KMC announced quality-related warranty provisions of

W1.4trn and W1.5trn, respectively. We highlight key implications and our

thoughts.

[CHINA] Key Investor Questions on China Autos/EV (Oct 19) Despite the

significant sell-off in the auto sector in recent weeks, investor attention

continues to be high, particularly on EVs, covering thematic trades and

stock-specific inquiries into 3Q prints. We summarize the most frequently

asked questions from investors and our responses.

[CHINA] China EV – 4Q off to a lukewarm start (Oct 18) Despite a sharp

bounce from the week-long holiday, China's mid-October EV sales look

reasonable but not exceptionally strong if considering seasonality.
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Global picks: FREY, Stellantis, Zhongsheng, Denso, Mando, MSIL, NIO and Global

PMX are our preferred stocks from each major region.

Our global industry views: Our view on India auto is Attractive. We have In-Line

views on the North America, Europe, China, Japan, and South Korea industries.

Disruptions from Covid restrictions linger as a key drawback. It will likely

take stronger sales uptick in late Oct to reignite market excitement.

[CHINA] Auto Lights: Smart Lighting Illuminates the Road Ahead (Oct 16)

Adaptive driving beam (ADB) is the next evolution in auto lighting in China,

driving future growth as LED penetration peaks. We upgrade Xingyu to OW

as a key play on this emerging trend.

Exhibit 1: What Changed This Past Week?
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Global Auto Sales Summary

Exhibit 2:  Global Auto Sales Summary

Source: Morgan Stanley Research estimates, IHS AutoInsight
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Global Auto Stock Rankings

Exhibit 3: North America Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

Exhibit 4: Japan Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

Exhibit 5: Europe Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

Exhibit 6: China Coverage Rankings

Source: Refinitiv, Morgan Stanley Research
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Note: Coverage Rankings are as of Oct 21, 2022

Exhibit 7: India Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

Exhibit 8: Taiwan Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

Exhibit 9: S.Korea Coverage Rankings

Source: Refinitiv, Morgan Stanley Research

5



 

Global OEM Comps

Exhibit 10: Global OEM Comps - FREY, Stellantis, Guangzhou, Toyota Motors and MSIL are preferred stocks

Source: Refinitiv, Morgan Stanley Research 
Notes: 1) For Renault EV calculation, Nissan and Volvo stakes are subtracted at 20% discount to their current market cap. (2) For Indian companies, 2020 and 2021 estimates refer to the fiscal years ending March 2021 and March
2022, respectively. (3) EV/EBITDA excludes the impact from pension and healthcare liabilities with the exception of Ford. Ford is calculated on an EV/EBITDAP and includes pension and healthcare liabilities. Notes: e = Morgan
Stanley Research est; O = Overweight; E = Equal-weight; U = Underweight; NC = Not Covered. Valuation multiples are based on MS est. unless a company is restricted or NC, in which case cons. est. are used 4) PTs & Ratings are as
Oct 21, 2022
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EV OEMs Comps

Exhibit 11: EV OEM Comps

Source: Refinitiv, Morgan Stanley Research Note: PTs & Ratings are as of Oct 21, 2022
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Global Supplier Comps

Exhibit 12: Global Supplier Comps: APTV, Valeo, Huayu, Denso, Mando and Tata Motors are preferred stocks

Source: Refinitiv, Morgan Stanley Research
Notes:(1) EV/EBITDA excludes the impacts from pension and healthcare liabilities with the exception of our North American coverage, which are calculated using EV/EBITDAP and do include pension and healthcare liabilities. (2)
North America weighted averages are calculated without Mobileye. e = Morgan Stanley Research est; O = Overweight; E = Equal-weight; U = Underweight; NC = Not Covered. Valuation multiples are based on MS est. unless a
company is restricted or NC, in which case cons. est. are used 3) PTs & Ratings are as of Oct 21, 2022
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Global Tire Comps

Exhibit 13: Global Tire Comps: Michelin, Bridgestone and Mando are our preferred stocks

Source: Refinitiv, Morgan Stanley Research, 
Notes: 1) e = Morgan Stanley Research est; O = Overweight; E = Equal-weight; U = Underweight; NC = Not Covered. Valuation multiples are based on MS est. unless a company is restricted or NC, in which case cons. est. are used. 2)
++Rating and price target for this company have been removed from consideration in this report because, under applicable law and/or Morgan Stanley policy, Morgan Stanley may be precluded from issuing such information with
respect to this company at this time 3) PTs & Ratings are as of Oct 21, 2022
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Global Dealer Comps

Exhibit 14: Global Dealer Comps: CVNA and Zhongsheng are preferred stocks

Source: Refinitiv, Morgan Stanley Research
Note: 1) e = Morgan Stanley Research est; O = Overweight; E = Equal-weight; U = Underweight; NC = Not Covered. Valuation multiples are based on MS est. unless a company is restricted or NC, in which case cons. est. are used 2)
PTs & Ratings are as of Oct 21, 2022

Exhibit 15: Auto companies under Morgan Stanley coverage not shown in the comps tables are
listed below (with current share price):

Source: Refinitiv, Morgan Stanley Research.
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Morgan Stanley Global Auto Team
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Morgan Stanley & Co. International plc (“Morgan Stanley”) is acting as exclusive financial

advisor to Santander Consumer Finance SA, a subsidiary wholly owned by Banco

Santander SA ("Santander"), in relation to the proposed reorganisation of its current

commercial agreement with Stellantis N.V. in the auto-finance space in Europe as

announced on 17 December 2021. Santander has agreed to pay fees to Morgan Stanley for

its financial services. Please refer to the notes at the end of the report.

Morgan Stanley is acting as financial advisor to Wind River Systems, Inc. (“Wind River”) in

connection with its definitive agreement to be acquired by Aptiv PLC, as announced on

January 11, 2022. The proposed transaction is subject to customary conditions, including

receipt of applicable regulatory approvals. Wind River has agreed to pay fees to Morgan

Stanley for its financial services, including transactions fees that are contingent upon

consummation of the proposed transaction. Please refer to the notes at the end of this

report.

Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (“MUMSS”) is acting as financial advisor

to Nissan Motor Co., Ltd. ("Nissan") in relation to the acquisition of all of the common

shares of Vehicle Energy Japan Inc. ("Vehicle Energy Japan") held by INCJ, Ltd. and

subscription to common shares of Vehicle Energy Japan that it will issue, as announced on

September 7, 2022. The proposed transaction is subject to regulatory approvals and other

customary closing conditions. Nissan has agreed to pay advisory fees to MUMSS for its

financial advisory services.

Morgan Stanley is acting as financial advisor to Ford Motor Company (“Ford”), in

connection with the non-binding Memorandum of Understanding signed with Lake

Resources NL to negotiate for lithium offtake from the Kachi Project, as announced on

April 10, 2022. Please refer to the notes at the end of the report.

Morgan Stanley has provided advice to Ford Motor Company in connection with certain

aspects of its memorandum of understanding with PT Vale Indonesia TBK and Zhejiang

Huayou Cobalt Co. Ltd., as announced on July 21, 2022. Please refer to the notes at the end

of this report.

Important note regarding economic sanctions. This research references country/ies which

are generally the subject of comprehensive or selective sanctions programs administered or

enforced by the U.S. Department of the Treasury’s Office of Foreign Assets Control

(“OFAC”), the European Union and/or by other countries and multi-national bodies. Any

references in this report to entities, debt or equity instruments, projects or persons that

may be covered by such sanctions are strictly informational, and should not be read as

recommending or advising as to any investment activities in relation to such entities,

instruments or projects. Users of this report are solely responsible for ensuring that their

investment activities in relation to any sanctioned country/ies are carried out in compliance

with applicable sanctions.
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liquidity, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from
customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt
of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that
are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research
contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the
contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a
stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
Global Stock Ratings Distribution
(as of September 30, 2022)
The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of
Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight,
Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below).
To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond Equal-weight and
Not-Rated to hold and Underweight to sell recommendations, respectively.

COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL
INVESTMENT SERVICES

CLIENTS (MISC)
STOCK RATING
CATEGORY

COUNT % OF
TOTAL

COUNT % OF
TOTAL IBC

% OF
RATING

CATEGORY

COUNT % OF
TOTAL

OTHER
MISC

Overweight/Buy 1342 38% 295 41% 22% 590 39%
Equal-weight/Hold 1582 45% 335 47% 21% 702 46%
Not-Rated/Hold 0 0% 0 0% 0% 0 0%
Underweight/Sell 610 17% 84 12% 14% 219 14%
TOTAL 3,534 714 1511

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment
banking compensation in the last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly
100 percent.
Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's
industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe -
MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.
Stock Price, Price Target and Rating History (See Rating Definitions)
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LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.
Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC and E*TRADE Securities LLC. This review and
approval is conducted by the same person who reviews the research report on behalf of Morgan Stanley. This could create a conflict of interest.
Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of Aptiv Plc, Autoliv, Avis Budget Group Inc,
BMW, BorgWarner Inc., Continental AG, Faurecia SA, Ferrari NV, Ford Motor Company, Geely Automobile Holdings, General Motors Company, Honda
Motor, Kia Corp., Korea Electric Power, Lucid Group Inc, Magna International Inc., Michelin, Nissan Motor, Renault, Stellantis, Tata Motors, Tenneco Inc.,
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Research publications are intended to be updated on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that
frequency, unless the Research Analyst and Research Management determine that a different publication schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to
clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through
alternate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
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Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
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INDUSTRY COVERAGE: Autos & Shared Mobility

COMPANY (TICKER) RATING (AS OF) PRICE* (10/21/2022)

Adam Jonas, CFA
Adient PLC (ADNT.N) U (03/17/2021) $32.95
American Axle & Manufacturing Holdings Inc (AXL.N) O (02/28/2022) $7.98
Aptiv Plc (APTV.N) O (03/30/2020) $87.04
Asbury Automotive Group Inc (ABG.N) U (05/20/2022) $143.15
AutoNation Inc. (AN.N) E (09/28/2021) $96.90
Avis Budget Group Inc (CAR.O) U (10/13/2021) $189.35
BorgWarner Inc. (BWA.N) U (11/09/2020) $34.54
Carmax Inc (KMX.N) O (07/10/2018) $55.69
Carvana Co (CVNA.N) E (05/04/2022) $14.25
Ferrari NV (RACE.N) O (05/09/2019) $188.37
Fisker Inc (FSR.N) E (08/04/2022) $7.52
Ford Motor Company (F.N) O (10/05/2022) $12.19
FREYR Battery SA (FREY.N) O (08/03/2021) $12.58
General Motors Company (GM.N) E (02/08/2022) $35.00
Group 1 Automotive, Inc (GPI.N) U (05/20/2022) $155.16
Harley-Davidson Inc (HOG.N) E (02/01/2022) $35.90
Hertz Global Holdings Inc (HTZ.O) E (12/06/2021) $17.90
Lear Corporation (LEA.N) E (02/28/2022) $129.07
Li-Cycle Holdings Corp. (LICY.N) E (02/10/2022) $5.39
Lithia Motors Inc. (LAD.N) U (02/09/2021) $185.63
Lucid Group Inc (LCID.O) U (09/13/2021) $13.31
Magna International Inc. (MGA.N) O (10/14/2021) $51.69
Penske Automotive Group, Inc (PAG.N) U (11/17/2021) $97.45
Quantumscape Corp (QS.N) E (11/15/2021) $8.10
Rivian Automotive, Inc. (RIVN.O) O (12/05/2021) $31.92
Sonic Automotive Inc (SAH.N) U (11/17/2021) $41.71
Tenneco Inc. (TEN.N) E (02/23/2022) $18.25
Tesla Inc (TSLA.O) O (11/18/2020) $214.44
Visteon Corporation (VC.O) E (06/01/2022) $123.85

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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