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Background S&p Goba

Tencent's automotive strategy focuses on digital infrastructure, cloud services, and
collaboration with automakers to provide connected services.

Mainland China's complex road systems, megacities, dense populations, and unique traffic behaviors
present challenges for autonomous driving technology development. However, the country also offers rich
scenarios, abundant data, and numerous rare and unexpected corner cases that are crucial for the safe
and effective evolution of autonomous driving. The Gen-X demographic in mainland China, a significant
portion of whom plan to purchase cars with Level 2+ driver assistance functions, provides ideal training
conditions for autonomous driving. Leading global original equipment manufacturers could then establish
research and development teams in mainland China and promote autonomous driving solutions
worldwide.

To address the autonomous driving and cloud needs of international companies, internet tech innovator
Tencent has launched the Intelligent Vehicle Cloud platform. Built on Tencent's security and compliance
capabilities, the platform provides advanced cloud data storage solutions to overcome the challenges of
handling large volumes of data and high storage costs in autonomous driving development. It also
supports the company’s international strategy by offering technology solutions to foreign automakers
entering mainland China's electric vehicle market. To learn more about this business and how it is
strengthening its foothold in the automotive industry, we spoke to Dr. Pei Shen, general manager of
strategy, Tencent Intelligent Mobility. =
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Key Takeaways 52P Globl

Tencent's strategy in the automotive industry focuses on providing digital infrastructure, cloud
services and built-platform services. The company collaborates with automotive companies to
connect users with services such as music, in-car video, gaming and potentially meetings. It aims
to leverage its digital content and expertise in the emerging intelligent mobility space.

B Tencent offers both cross-industry standard products and vertical-specific products for the
automotive industry. It serves both upstream and downstream customers, helping OEMs connect
with their downstream services through platforms like WeChat.

B [tslong-term objectives in the automotive industry include gaining market share in the auto cloud
market, providing digital sales, marketing and in-cabin services, as well as integrating its cloud
services. Tencent also envisions changes in in-car digitalization, focusing on connecting with
external services and providing mobile content within the car.

B The company's revenue streams in the automotive software market come from licensing,
subscriptions for music and video services, revenue from mobility services, and integrated revenue
from existing hardware. It sees the potential for gaming-related revenue as OEMs explore
capabilities in cars.

B The collaboration landscape between tech companies and automakers is evolving towards
business models that bring profits for both sides. Traditional supply models will continue to
dominate, but ecosystem-based supply models are emerging, allowing OEMs to focus on their
core business while tech companies provide online transactions and cloud services.



S&P Global

QueStion 1 Vobility

S&P Global Mobility: Tencent:

Could you share an “Tencent, a 26-year old company, started as a social media and instant messaging service
before expanding into gaming and the WeChat business. In 2015, Tencent began serving B2B

H k]
overview of Tencent’s [business-to-business] companies with its cloud and Al technologies. Tencent focuses on

strategy, involvement and providing basic tech infrastructure like payment, cloud, and security services, without
motivation in the interfering too much in the business of the invested company. Tencent invests in various
automotive industry, ecosystems and aims for synergy with its own capabilities.

particularly around the In 2018, Tencent formed the Cloud and Smart Industries Group (CSIG) to better serve

areas of the cloud, vehicle industrial companies, with intelligent mobility being one of the verticals alongside intelligent

experience and healthcare and retail, etc. Today, our strategy prioritizes cloud and Al technology, targeting

. industries eager to embrace digitalization and connected vehicles. We offer cloud and data
autonomous driving? services with a margin, collaborate with partners to develop cloud infrastructure and data
platforms and provide services like QQ Music [owned by Tencent Music], in-car gaming and
in-car meeting apps. Tencent positions itself as a digital assistant and welcomes white-label
solutions, such as NIO map powered by Tencent.”



Question 2 S5 Giobal

S&P Global Mobility: Tencent:

How does the nature of “| believe there are both similarities and differences between Tencent's offerings in the

. automotive industry and other industries. The core similarity is that Tencent provides cross-
collaboration between industry standard products such as cloud and security services. However, what sets us apart
Tencent and your in the automotive industry is our ability to offer vertical-specific products like in-cabin
automotive customers services, such as music in car rides. This is because cars are becoming the new smart

differ from other devices, creating a unique opportunity for Tencent to leverage its digital content in this space.

industries? Another difference is the extensive value chain in the automotive industry. We serve both
upstream and downstream customers, which allows us to develop new services. For example,
through our B2C [business-to-consumer] in WeChat, we help OEMs connect with their
downstream services. One example is the use of WeChat as a digital key platform, where
users can share their keys via instant messengers like WhatsApp. This provides real business
value by enabling access to services for drivers who may not have access to the brand’s
application. This aspect of our business is unique to the automotive industry.”



Question 3

S&P Global
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S&P Global Mobility:

Considering the gradual
progression towards fully
autonomous driving, how do
you anticipate the dynamics
of car ownership, car-sharing,
and in-car entertainment to
change, especially with the
emergence of streaming and
gaming services in electric
vehicles?

Tencent:

“The ownership structure in the automotive industry is expected to change gradually in China.
There has been an increase in the number of people who own cars, and car sales are surging.
The rise of e-hailing services has not stopped the growth of private car ownership. Itis
important to note that e-hailing services are not replacing car sales; this is what we have
observed in the market. However, car sharing services have not been successful in China, as
people prefer to have their own car rather than sharing or relying on someone else's car.”



Question 4

S&P Global
Mobility

S&P Global Mobility:

What are your long-term
objectives in securing a
significant market share in
the automotive industry,
particularly with the advent
of autonomous driving and
software-defined vehicles?

Tencent:

“Tencent has gained market share by understanding the digitalization needs of the automotive
industry and developing a complementary strategy with OEMs. They work closely with OEMs on
digital sales, marketing, and in-cabin services, integrating their cloud services.

There has been a shift in focus in terms of in-car digitalization. Initially, there was an attempt to
integrate smartphone ecosystems and applications into cars, but usage was low as people still
preferred using their phones for navigation and music. However, the focus has now shifted to
connecting with mobility services to make software and related services more convenient. Tencent
aims to enhance the overall mobility experience by bringing destination services, such as meetings,
into the car. In the next few years, Tencent's strength will lie in connecting with external services
and providing digital content and services within the car.”



Question 5 SEP Gt

S&P Global Mobility: Tencent:
As vehicles evolve to become “Traditionally, Tencent's main source of revenue comes from licensing, including license
software-defined, there is a fees and potentially some revenue from subscriptions. While music and video subscriptions
potential for recurring may be offered in cars, t_hey are not expect_ed to c_ontnbute significantly to revenue as most
people prefer to use their smartphones while driving. However, as cars become more
software revenue. How do you autonomous and screens receive more attention, there may be potential for increased
plan to leverage this subscriptions in the future.
opport_unl’fy, and Wha_t In addition to licensing, we also see revenue potential from mobility services. By leveraging
monetization strategies are our digital key, users can access valet parking or charging services, providing an opportunity
you considering in the for charging revenue based on a percentage of the gross value. However, it will take some
automotive software market? time to effectively organize these services.

We also generate revenue from integrated hardware, such as karaoke functions with built-in
microphones. They receive a portion of the revenue from microphone sales, which is also a
revenue stream for OEMs.

Looking ahead, we see potential for gaming-related revenue as Chinese and European
OEMs explore gaming capabilities in cars. This may involve hardware integration and provide
additional revenue opportunities.”



Question 6

S&P Global
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S&P Global Mobility:

With the emergence of
Chinese suppliers and
increased collaboration
between tech companies and
automakers, how do you
anticipate the collaboration
landscape to evolve in the
future, and what
opportunities could this
create for further
partnerships and innovations?

Tencent:

“The automotive industry is adopting various collaboration models, including joint ventures,
strategic partnerships and joint labs. OEMs are establishing in-house capabilities, while the
traditional OEM-supplier relationship involves buying and supplying components.

The industry is also moving towards enhanced relationships within ecosystems and
strategic partnerships to co-create solutions, even though there is currently no legal
framework for such collaborations. Joint venture is a solution as well; for example,
Volkswagen’s software unit Cariad and Horizon Robotics are forming a new joint venture to
develop autonomous driving system in China.

The industry is now in a consolidation phase, and we are well-prepared to provide thin-layer
services for the automotive industry, including cloud, security and consumer-centric
services, leveraging our expertise in these areas.”



Moderator

Matthew Beecham

AutoTechlnsight Research Manager,
Supply Chain & Technology,
S&P Global Mobility

Matthew Beecham is a research manager
for

S&P Global Mobility’s AutoTechlInsight
platform.

Matthew brings almost three decades of
industry knowledge and an extensive
network to his role. His expertise spans AT
domains, providing shop floor insights and
conducting high-level interviews.

He has worked for GlobalData plc, Just Auto,
HORIBA MIRA, Economist Intelligence Unit
(EIU), McKinsey, AT Kearney, and Supplier
Business, a predecessor of ATI.

Matthew’s academic credentials include a
PhD in Automotive Technology Transfer
from Cranfield University.
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Fanni Li

Principal Research Analyst,
Automotive Supply Chain & Technology,
S&P Global Mobility

Fanniis Principal Research Analyst focused on
Connected Car and related technology at

S&P Global Mobility. Her responsibilities include
China market research and analysis of digital
cockpit and connected car, as well as global
market analysis of over the air updates, connected
services and vehicle software paid updates.

Fanni has more than 10 years working experience
In automotive industry with engineering
background. Prior to joining S&P Global, she
worked for global OEM engineering centre in China
for several years focusing on project management
and product development of infotainment domain
products.

Fanni holds a Master of Engineering in
Mechatronic System from University of
Technology of Compiegne in France, along with an
MBA from University of Canberra.



Partner

Dr. Pei Shen

General Manager of Strategy

Tencent Intelligent Mobility

Dr. Pei Shen is General Manager of Strategy for Tencent Intelligent Mobility, a
Tencent Business Units focusing on providing digital products and services for
the automotive industry based on cloud, big data, map and Al.

Dr. Pei Shen graduated as Diplom Kaufmann from University of Mannheim, and
holds a PhD in supply chain management from WHU — Otto Beisheim School of
Management. Before joining Tencent, he was Associate Partner at McKinsey &
Co. with focus on automotive and advanced industry sector.
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S&P Global Mobility

S&P Global Mobility enables customers to anticipate
change and make decisions with conviction.

We help them to optimize their businesses, reach the
right consumers, and shape the future of mobility.
Leveraging technology and data science, we provide
unique insights, forecasts and advisory services
spanning every major market and the entire
automotive value chain—from product planning to
marketing, sales and the aftermarket.

With a legacy dating back to the 1920s when R. L.
Polk published the first vehicle registration reports,
our solutions are used by nearly every OEM, more
than 95% of tier one suppliers, media agencies,
governments, insurance companies, and financial
stakeholders to provide actionable insights that
enable better decisions and better results.
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Tencent Intelligent Mobility

Tencent Intelligent Mobility Division is all about
user value and integrating social responsibility into
its products and services, while promoting
technological innovation and cultural heritage to
help various industries upgrade and promote
sustainable social development. Through our
communication and social platforms, WeChat and
QQ, we help users connect with digital content and
lifestyle services. We also help brands and
marketers reach hundreds of millions of Chinese
consumers through our highly effective advertising
platforms.

Tencent Intelligent Mobility also facilitates
partners' business development and digital
upgrades through financial technology and
enterprise services, and actively participates in the
synergistic development of the Internet industry by
investing heavily in its talent pool and driving
technological innovation.



Contact Us

Americas +1800 447 2273

EMEA +441344 328 300
Asia Pacific +604 2913600
NETET] +813 62621887

AskMobility@spglobal.com
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http://SPGlobal.com/Japan_Automotive
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