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2016 Automobile Consumer Reports;

Why are people flocking to imported cars?

Up to where can Imported cars reach?
Why do they consider imported cars?
Which one should be blamed? Product or Brand?

Greatly satisfied when switching from domestic to imported cars! What about vice versa?

v ok~ W

Hyundai Motors, a company that does reverse discrimination after growing
because of consumers
6. 70% of imported cars 'will engage airbag upon accident’. How about domestic cars?

7. Vehicle corrosion, five times of imported cars

7. Vehicle corrosion, five times of imported cars

- <Joint Syndicated study with Korean Automobile Consumers Union>

- Hyundai-Kia cars have more cases than 3 domestic competitors
- Since 2007, it reached an average level through partial improvement

- Partial improvement was focused on visible external plate excluding lower body

In terms of being able to check the status of the problem visually, corrosion is significantly
different from the problems such as function and performance. There is a little room for
discussion. Whether there was corrosion on the vehicle and where the corrosion happened
were asked to the consumers. As a result, Hyundai-Kia cars had more corrosion than imported
cars as a matter of course, as well as 3 domestic competitors. The gap with imported cars was
so large that it's hard to tell it's able to compete in overseas. If there are large gaps in the
corrosion problems occurred by domestic automakers, it should be accountable for the
difference in the raw materials or processing steps, rather than use environment or

management.

Consumer Insight along with Korean Automobile Consumers Union (President, Lee, Jeong-
Joo) conducted a joint syndicated study (fielded in July 2015), which asked 35,370 consumers
who owned new car for 5 years or over about A whether to have corrosion on painted face

(exterior plate) or lower body A on which area the corrosion occurred among 10 areas
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including fender and lower body [Attached Figure 1].

First of all, corrosion experience rate and number of experienced corrosion (the number of
occurrence area) were calculated by dividing into imported cars and domestic cars. The
corrosion experience rate of the entire respondents, whose ownership period is 5 years or over,
were 20.3% for domestic cars and 3.3% for imported cars, showing domestic cars with
corrosion at six times of imported cars [Figure 1]. The number of experienced corrosion (per
100 cars) were also average 34.8 cases for domestic cars and 4.5 cases for imported cars,
displaying 8 times more domestic cars. These differences show the huge gaps in corrosion

aspect between imported cars and domestic cars that is meaningless to compare.

[Figure 1] Corrosion occurrence rate & Number of occurrence area of domestic - Imports (Case @ 100 cars)
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* Respondents Total : 35,370, domestic owners : 34,091, Imports owners : 1,279

The corrosion occurrence rate and the number of cases had increased as the used year
increases, in other words, longer purchase time. In the number of corrosion occurrence cases,
five years used (purchased in 2010) imported had 2.3 cases, while domestic had 10.8 cases per
100 vehicles, displaying 5 times more domestic cars. This trend has followed continuously, and
among over 11 years used cars (purchased in 2004 or earlier), imported had 15.5 cases, while

domestic had 71.5 cases, also displaying 5 times more domestic cars. Therefore, in overall, the
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corrosion problems of domestic car can be five times of imported car.

The number of corrosion occurrence cases was arranged by dividing into Hyundai-Kia, 3
domestic carmakers and imported cars. Hyundai - Kia had average 83.4 cases among the 11
years or older cars that were greater than any other competitors [Figure 2]. Hyundai-Kia cars
manufactured before 2004 had twice more corrosion occurrence cases than the 3 domestic
carmakers (39.8 cases) and five times more than imported cars (15.5 cases). It clearly indicates
that there were more problems regardless whether it's on steel plate or in the painting and

rust-proofing process.

[Fgure 2] Trend in the number of corrosion occurrence area
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Hyundai-Kia, which had much more number of corrosion cases than 3 domestic carmakers,
has reduced to the similar level with them since 2007. And that partially supports the official
position of Hyundai-Kia, saying the difference of steel plate between exports-domestic had
been removed since 2007. However, the gap with imported cars is still outstanding, not

appearing as at equal level with imported brands for competition in overseas.

The number of corrosion occurrence cases by purchase year of Hyundai-Kia cars was

divided into occurrence area for analysis. When looking at the gap between 2006 and 2007
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that can be called an inflection point, Hyundai-Kia had reduced by 40% with a large gap with
other carmakers that had reduced by around 20%. By area, 'Rear wheel fender’, ‘Side seal
panel’, ‘Door’ and ‘Tail gate' areas had sharp reductions to half the level [Table 1]. This result
indicates that there was a clear improvement effort with not so small outcome since 2006 but
that was not full-scale improvement. It is estimated that there were improvements around a
particular area and particular process. Although Hyundai-Kia Motors had improved to the
similar level with the average of other 3 domestic carmakers since 2007, there is a still too far

distance with the imported cars to be compared.

‘Lower body’ was not the area with high number of corrosion but since 2007, it emerged as
the highest corrosion area. In other words, the improvement in 2006-2007 was done around
the visible outer plates, while the hard-to-confirm lower body seemed to be excluded. However,
lower body corrosion of this study was significantly underestimated compared to reality. In the
course of surveying, unlike other areas, lower body was not presented as one of the answers
(Refer to attached Figure 1). If it was under same condition, it would have a far more pointed
outs. Furthermore, when considering the fact that check-up opportunities are limited unlike

other areas, there would be a lot more problems of lower body corrosion.

[Table 1] Trend in corrosion occurrence case of Hyundai - Kia by area

Year of purchase (Year of ownership)

Hyundai - Kia 2004 or
COIMOSION OCCUITEncs =907 () 2009 2008 2007 2006 2005 earlier
area (5 years) (6 years) (7 years) (8 years) (9 years) (10 years) (11 years or
older)
(Sum : case) 11.6 16.6 20.3 267 £ 436 53.2 83.4
Rear wheel fender
(Area wrapping tire) 1.6 24 37 53 ¢ 104 14.8 222
Lower body 3.0 44 4.5 6.3 85 10.2 14.3
Side seal panel
{Bottom O{ﬂoor) 19 25 35 42 ¢ 75 85 15.3
Door 18 2.3 31 36 ¢ 7.0 7.1 11.0
Front wheel fender
(Area wrapping tire) 1.0 1.8 2.2 2.9 37 5.3 10.1
Hood (Bonnet) 08 1.2 13 19 24 2.8 37
Tail gate (Trunk) 04 0.6 0.8 11 £ 21 2.0 3.2
Pillar (A, B, C pillar) 05 04 04 03 05 09 12
Roof 0.2 04 04 04 0.8 0.6 13
Other area 0.3 0.5 04 0.6 0.7 11 1.0

(BASE; 25,748) 4,970) (4,539) (3,000) (2,748) (2,110) (2,345) (5,947)
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By vehicle model, the models with the highest number of corrosion area by purchase year
include A 2004 or earlier & 2005 Hyundai Traje XG A 2006 & 2007 Kia Carnival A 2008 GM
Korea Matiz A 2009 Hyundai Verna A 2010 Kia Carens [Attachment Table 1]. Among the
entire models currently in service, Hyundai Traje XG & Kia X-Trek were accounted for the

disgraceful 1st and 2nd places.

Hyundai created an official blog, ‘Hyundai says, and opened a section called
‘Misunderstanding and truth’. It appears to be an attempt to resolve the ‘Misunderstanding’ of
consumers by revealing the ‘Truth’. In this blog, the first 4 out of 6 subjects that had been
dealt with until now are about steel plate, and the very first one was ‘Corrosion’. The
‘Misunderstanding’ to be resolved with the highest priority by Hyundai in relation with

consumers is known to be corrosion in this perspective.

The study result supports that it is more of the ‘Truth’ than the ‘Misunderstanding’ that the
perception of consumers believing ‘different steel plate for domestic demand from exported'. If
the domestic demand and exported are the same, Hyundai has competed in overseas until
now with the cars having five times more corrosions than imported cars. In the United States,
Hyundai offers 7 year warranty for penetrating corrosion. Offering this kind of warranty with
the same car in domestic market is unrealistic. Or else, the story in which foreign brands have
exported the cars with 1/5 less corrosion than domestic cars to Korea only doesn't make sense

at all.

Recently a high official of Hyundai Motor said, ‘the steel plate for North America have used
more galvanized plates because of corrosion’ and ‘there is no difference in steel plate between
exported and domestic demand by applying 80% galvanized plate in domestic demand vehicle
from this year (2015), which brought a great disturbance. But it was calmed as a happening by
the urgent clarification as ‘confused comment’ from the public relations department, and no

difference from 2007 was established as ‘Truth’ again.

The real 'Truth’ is a concern. Even if as a ‘confused comment’, it is a wish to be a 'Truth’ that

there is no difference since 2015.
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[Attachment Figure 1] The presented example to mark the corrosion area (Lower body was not presented)
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[Attachment Table 1] Mode! with high number of corrosion by purchase year : Worst 10

Rankg 2010 or earlier Total 2010 2009 2008

1 |(H)Trajet XG 125.2 |(K)Carens 219 (H)Verna 41  (G)Matiz 342
2 | (K)X-TREK 102.3 |(H)Santafe 212 (G)Cruise 314 (H)Avante 27.0
3 |(G)Rezzo 100.5 |(H)Accent 164 (K)New Pride 304 (H)Santafe 26.1
4 | (H)Santamo 94.2 |(K)New Pride 16.2 (K)Carnival 226 (H)Grandeur 237
5 |(K)Credos 847 |(K)Soul 161 (K)Carens 216 (K)Sportage 224
6 |(K)Spectra 80.3 |(K)Carnival 16.0 (K)Morning 203 (G)Tosca 214
7 | (H)Galloper 750 |(H)Sonata 147 (H)Sonata 199 | (K)New Pride 21.0
8 |(K)Rio 71.2 |(G)Winstorm 141 (G)Tosca 19.5 (H)Sonata 206
9 | (S)Kyron 66.5 |(H)Grandeur 13.2 (H)Avante 189 | (K)Carnival 188
10 | (K)Carnival 629 |(K)Lotze 128 (K)Soul 174 | (K)Moring 16.8

REmestic TOT 34.8 D_In:_:cr)n_ﬁ:tl-ic 10.8 _I[_)Oo_rl_rff.tic 16.2 _I[_)Oo_rl_nAeE.tic 205

Ranks 2007 2006 2005 2004 or earlier

1 | (K)Carnival 458 (K)Carnival 873 (H) TrajetXG 1016 (H) TrajetXG 1419
2 | (H)Santafe 36.8 (H)Santafe 617 (K)Cerato 795 | (K)X-TREK 115.5
3 [(G)Tosca 367 (K)Sorento 477 (K)Sorento 698 (G)Rezzo 108.0
4 | (K)New Pride 351 (H)Avante 46.7 (H)Santafe 652 (K)Carnival 105.7
5 | (K)Lotze 310 (K)Cerato 443  (H)Avante 62.2 | (H)Santamo 94.2
6 | (K)Sorento 297 (G)Tosca 424  (K)Carens 612 | (H)Click 93.6
7 | (H)Tucson 279 (K)Lotze 40.0 (K)New Pride 60.5 (K)Carens 935
8 |(K)Sportage 26.7 (G)Matiz 40.0 (H)Sonata 489 (H)Avante 878
9 | (G)Lacetti 263 (K)sportage 398 %Lcégfima 472  (H)santafe 87.0
10 | (H)Sonata 255 (K)New Pride 396 (K)Sportage 422 | (K)Credos 847

DR oo [Domee  ag [Domee g7 [DaEEE  7is

Note) Not included the model with less than 60 cases in the ranking
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@ Reference : "Consumer Insight; Annual Automobile Syndicated Study Outline
The contents was excerpted and summarized from the results of annual ‘Automobile
Syndicated Study' conducted by Consumer Insight Inc. from 2001 to 2015 (for 15 years).

Pobulation Car owners/ purchase intenders within m 1,690,945
P next two years 2015 105,672
Samolin Random sampling with quota from 2014 101,821
piing Consumer Insight IBP (Invitation Based 2013 101 701
Frame . : ‘
Panel) & Major portal site members
2012 95,012
Sampling .
2011 97,356
Method Quota sampling by gender/ age
2010 106,291
Study E-mail survey 2009 91,129
Method 2008 | 95472

2007 105,149
Sample Size Yearly average 100,000 persons 2006 106.088
> 2005 139,825

Study

U&A (Usage and Attitude) info. & 2004 171 499
Contents '

CEQ (Consumer Experienced Quality)
2003 118,195

2002 129,277
| 2001 126,458

Every July

Period

Study >
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