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CVA BIC SPOTLIGHT

Capturing the Lifetime Value of
Construction Equipment & Rental
In complex ecosystems
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Overall game play in a complex

world, experiencing macro-trends
and changes of paradigm

Value shifts: digitalization, circular transition, and servitization

Circular transition

Digitalization Servitization (financial, rental, digital...)
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Note: SFS Specialized Financial Services)

+ Digital ecosystem

monitoring (market
intelligence)

Start-up
relationshipmgmt
with intermnal
corporate venture
clients as pilots

Financial minority
stake if relevant

Liebherrinitiative
open innovation
with start-ups

+ Make or Buy with

supply chain
disruption mgmt

In-sourcingor
alliances: Making of
strategic parts

Qutsourcing:
Specialized
suppliers for less
strategic parts

&

Cummins
recently revealing
a 15-literfuel-
agnostic engine
{can run on CNG)

Strategic sourcing
to secure the supply
of components

Mutualisation (JV)
and/cr outsourcing
(private label) for
lower volume eqpt

Shift towards
renewables(EV,
hydrogen, CNG...)
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JCB and
Komalsulesting
hydrogen fuelcell
excavator
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Indirectsales :
optimized partner
network and dealer
management

Digital marketing
to augment
customer
experience and
sales conversion

Competitive
financing with
service bundling

Liebhemr

Earthmeoving
Cenfigurator app

CONSTRUCTION equipment & rental value chain

Source: CVA analysis, desk research

Superiorpartner
and mechanics
experience (&-
catalogue, tuta...)

Pricingexcellence

Inventory mgmt.
through forecasting

LeverageloT and
data to pro-actively
suggestproducts
(see maintenance)

MANITOU

Digital Platform
“Connect”of
Manitou to belter
interact with
dealers

+ Metwork footprint
+ E-commerce

platform seamless
experence

Fleet mutualization
at regional, national
and cross-border
{cyclicality) to raise
utilization rate

Yield mangement
pricing

HITACHI

Hitachi Fremium
Rental initiative
(EL)

+ On-premise data
access &real-time

Digital/cloud
services for
optimal fleaet mgmt.
(tracking,
monitaring,
maintenance...)

loTand Al to

facilitate predictive
maintenance, on-
site safety...)

CATERPILLAR
MANITOU

Enhanced fleat
mgmit.. VisionLink
services of
Caterpillaror
MyManitou app

+ Buy back options
to facilitate new
sales

Retrofit
partnerships with
rental companies

Mutualization of
existing assembly
lines / plants to
ensure a minimum
of economies of
scale

R —————

HITACHI

Hitachi buy-back
for contractors +
forward leads to
dealers forMTLLT
rental services

Corporate Value Associates
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By analogy, players are leaving a
lot of value on the table and need
to adapt their business model(s)

Crossing machine value chain & lifetime stages [illustration AUTOMOTIVE]

Design and Insuranceand \ Service and RN
manufacture Financing Mobility Remarketing

services

Tier 1 supply

B oEM ~2/3 value captured ~1/2 value captured
Captive
Dealer
New car %% 3rd party
- P g
ownership i
value chain

(Year 1-4)

Manufacturing Financing Insurance Digital and Remarketing
Mobility services

~1/2 value captured ~1/4 value captured

Used car

ownership
value chain

(Year 5-8)

Manufacturing Financing Insurance Digital and Remarketing
Mobility services

Note C/MLV = Customer/Machine Value Lifetime C‘ / ;!

Source: CVA analysis, CVA C/MLV model

Corporate Value Associates



CVA BIC | Building, Infrastructure & Construction

LY
\©,

Capturing the Lifetime Value by
considering 3 axis today and in the
future to mitigate any r/evolutions

CVA C/MLV model - Crossing customer and machine lifetimes

C/MLV value shifts and player moves
due to market evolution or revolution

0 Machine “ownership” C/MLV — TODAY Customer

value chain? lifetime

+ Build brand loyalty

Maximize .
+ Maximize re-purchase

penetration
captured
* Follow new customer needs and
value pools A

access/ develop new value pools 7
s g

2m Retain & grow
eqpt customer base

+ Maximize share of wallet and )

3rd
owner
9 Machine lifetime

develop new
customers

« Gain access to second-hand customers
« Acquire 1st-time new machine customers

Acquire & ( « Avoid “value leakage” to 3rd parties

Note C/MLV = Customer/Machine Value Lifetime C‘ / /!

Source: CVA analysis, CVA C/MLV model

Corporate Value Associates
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Some players have already started
to go beyond standards on specific
steps of the value chain

Practices of selected players (examples in construction telehandlers)

. \, e
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Sales &
distribution

Direct sales to
large-size rental
companies and
key accounts

JCB machine
store
(web/new), e-
booking (fee)
with SFS
option, then
finalize
transact® at
dealer

Indirect sales
via authorized
dealers

After sales: JLG
online express
(order mgt but
multi-brands)

CONSTRUCTION equipment & rental value chain

Source: CVA analysis, desk research

&
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Rental
services

JCB Rental
Solut® for 6
machineries
(incl.
telehandlers,
mini
excavators,
wheel
loaders...) in
UK only

JLG website
help locate
rental service
providers
(rental cos and
dealers) in US
and Europe
(incl for
telehandlers)

Financing

services

JCB Finance
financing &
leasing options)
for new and
used machines
in UK only -
Partnering with
Lombard North
Central
(NatWest)

JLG Financial
(financing &
leasing options)
for new and
used machines
in US/CA only -
with multiple
SFS partners

®

Insurance
services

JCB Insurance

- Brokerage for
insurance
beyond
equipment
cover with
various insurers
depending on
insurance type
in UK only

Extended
Machine
Warranty
Protection Plan

Merlo Special
Warranty in

case of country
change

Maintenance
& repair
services

JCB Machine
Care (up to 5-
year and
transferable)
serviced by
dealer

JLG certified
network of
independent
servicing shops,
plus mobile

technicians for
on-site MRS

Merlo certified
network to
access

tech manual,
part info and
trainings

Digital &
jobsite
services

JCB LiveLink
incl mixed fleet
magmt., eqpt
productivity
JCE operator
app (machine
health
monitoring)

JLG Clearsky
as well as
MerloMobility
only their own
machines ie
proprietary fleet
mgmt solution,
geoloc./geofen
ce (inc alerts),
performance
and health for
maint.

@

Used eqpt
Remarketing

JCB Select
(used &
approved)
online search
engine of used
machines and
attachments
offered by
dealers across
Europe & US

Used egpt
Valorisation

JCB Reman
switch
Remanufacture
the used part of
a client that
receivesan
already reman
part (from
another client)
with new
warranty (+ get
a buyback
credit if
successful
reman of the
part given)

JLG Reman for parts and
connected with JLG online express
— Selling of certified used parts
(either as-is or refurbished to

factory specs)

CVA

Corporate Value Associates
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Machine life cycles vary across
geographies driven by usage, AM
practice & motor/engine constraint

Machine Life Cycle — lllustration for Telehandlers

@ Construction ;@ Agriculture

Recycl

Machine life cycle o i j
Re-market inside EU
(illustration for Europe) gP / Export outside EU,

500 - 1,000 hly 1,000 - 1,500 hly
(US practice) (UK practice)

Tenure with 1st owner 50-100%

(% total lifetime duration) (RP 8-12 years) (RP 8-10 years)

TCO mindset: Amortization (~35%) Energy (~30%) TCO mindset: Energy (~35%) Amortization (~30%)

Two most critical purchase drivers: monthly payment  Differentiator: Proximity/MRS
& proximity/reliability of MRS maintenance & repair In intensive farming, machines can have a lot higher
services running hours annually up to 2,000 h/y.

Comments

MRS Mainternance & Repair Services ; RP Replacement Purchase

Note AM = Asset Management CV ‘

Source: CVA analysis, desk research S —
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CVA methodology combines core
modelling with strategic decoding
to maximize your Value Capture

Machine Lifetime Value (MLV) and value capture for a given PLAYER

Overall
Value
Evolution

Current Opportunities

Today’s share

CORE MLV * From manufacturing to grave with a focus on revenue and contribution margin
MODELLING + “Natural” evolution of PLAYER’s value / value share, business canvas for clear opportunities

STRATEGIC « Competitor positioning, ecosystem structures, winning business models in the value chain(s)

ENHANCEMENT » Complete and in-depth vision of future threats / opportunities within moving ecosystems

Note C/MLV = Customer/Machine Value Lifetime C‘ / /!

Source: CVA analysis, CVA C/MLV model S
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Explore the full details of this
perspective by contacting our team
for a discussion!

-
A

yann.cohen@corporate-value.com

- olivier.vitoux@corporate-value.com
- kus.collet te-val
vl markus.collet@corporate-value.com

Amsterdam ¢ Auckland ¢ Berlin * Boston ¢ Brussels « Casablanca * Dubai * London *« Melbourne -
Milan « Paris « Seoul « Shanghai * Singapore * Sydney * Tokyo * Washington D.C.



