
A European's Guide to Understanding GM 

 

 

“Invest in what you know” is one of the most cited investment piece of advice, and deservingly so.                  
However, that should not stop the intelligent investor from expanding his circle of competence.  

As a European, it is not easy to understand what drives a person to buy a vehicle from General                   
Motors. It is not that the company has not expanded internationally -it has- that makes it difficult                 
to grasp, but the fact that one of the main drivers that makes people buy GM cars is their                   
American DNA. 

I intend to help in getting a deeper understanding on the company in the following pages.  
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Auto 1.0 

History 

Brands 
General Motors Corporation was formed on September 16, 1908, in Flint, Michigan, as a holding               
company controlled by William C. Durant, owner of Buick. Acquisitions: 

● 1909, Cadillac.  
● 1909, Reliance Motor Truck Company of Owosso and the Rapid Motor Vehicle Company             

of Pontiac, the predecessors of GMC Truck.  
● 1915, Chevrolet. 
● 1925-1927, Opel-Vauxhall: Rather than starting new domestic companies to compete          

against them, GM believed acquiring an existing domestic manufacturer was a better            
business decision. 

● 1931, Holden. 
● 1985, Saturn (subsidiary). 
● 1999, Hummer. 
● 2000, SAAB. 
● 2002, Wuling. 
● 2010, Baojun. 
● 2011, Jiefang. 

In the 1980’s, GM began to acquire businesses which were outside the realm of automobile               
manufacturing companies. 

Divestments:  

● 2010: Saturn, Hummer, SAAB, Pontiac. 
● 2011: Daewoo. 
● 2017: Opel. 

Market 
GM remained as the biggest auto company in the world during 1960-1980. However, low product               
quality, bad management and foreign imports eroded its leadership. 
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This downward market share trend and poor balance sheet ended up making GM  bankrupt in               
June 1st, 2009.  

Old GM (before July 10, 2009)  New GM (after July 10, 2009) 

● Buick 
● Cadillac 
● Chevrolet 
● GMDaewoo  (48.2%) 
● GMC 
● Holden 
● Opel 
● Vauxhall Motors 
● Hummer 
● Pontiac 
● Saturn 
● Saab 

Brands ● Buick 
● Cadillac 
● Chevrolet 
● GMDaewoo 

(70.1%) 
● GMC 
● Holden 
● Opel 
● Vauxhall Motors 

5,900 US 
Dealerships 

5,000 

47 US Plants 34 

US $94.7 B Debt [16] US $17 B 

91,000 US employees 68,500 

Brands 
The bankruptcy meant reducing the  brand portfolio . The new GM was born. 
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Legacy 

 

Hummer: Produced by AM General for military purposes. The brand is famous around the globe               
and it is still produced by AM General ( $2.2B for the Pentagon, $0.5B abroad and also sold in                  
China ). GM could bring it back someday as the brand is well-regarded and even the used                
Hummer have aged well price-wise. 

Saturn: GM's attempt to compete with Japanese automakers. 

Pontiac: Despite having many highly-regarded classic  models , Pontiac had been making some            
terrible  cars before the bankruptcy. 

Oldsmobile: In spite of critical successes since the mid-1990s, a reported shortfall in sales and               
overall profitability prompted General Motors to announce in December 2000 their plans to shut              
down the Oldsmobile organization. 

SAAB: Swedish manufacturer. NEVS bought the brand after the bankruptcy. 

… 

The pattern for old GM is clear: classic brands with terrible cars in the pre-bankruptcy years.                
These brands are not likely coming back (with the exception of Hummer). Due to this               
deteriorating process, GM cars have been (and partly, still are) considered of poor quality in               
popular culture. 
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Chevrolet 

 

Mass-market brand. They are usually affordable brands, although high loyalty products exist:            
Camaro, Corvette, Silverado/Colorado. “Chevy guy” concept exists. 

Buick 

 

Premium brand selling sedans and crossovers in North America and China. Buick leads all              
non-luxury brands in J.D. Power’s 2016 U.S. Vehicle Dependability Study for a 3rd consecutive              
year. Buick offers beautiful, aspirational vehicles of quality and substance that reward, inspire and              
delight. 

Buick buyers are old and GM is trying to pivot the brand to a younger audience. 
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GMC 

 

Premium brand selling crossovers, trucks and SUVs in North America and the Middle East. Six               
consecutive years of sales gains Highest Average Transaction Price of any non-luxury brand and              
lower incentive spend as a % of ATP versus key competitors. 

Cadillac 

 

Restoring Cadillac’s place as an iconic, global, luxury brand that sets the standards for              
aspirational appeal beyond the boundaries of our industry − Brand reinvention underway,            
targeting customers with a mindset driven by individualism, risk-taking, and irrepressible drive. 

Cadillac is still considered “your granpa’s car” in the US, but is highly regarded in China as an                  
American symbol. The brand wants to be aligned with entrepreneurs. Still a lot of work to do in                  
the US. 

However, Cadillac does have some heritage and the turnaround should be possible            
medium-term. 
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Baojun & Wuling 
Baojun & Wuling are mass-market brands sold in China; Baojun is primarily focused on              
passenger vehicles including MPVs & SUVs, while Wuling sells mini commercial vehicles as well              
as passenger vehicles. 

Holden  
Holden is our mass-market brand with a broad-based portfolio sold in Australia & New Zealand.               
Top 5, under 100k sales.  

Car Quality 
The question remains, how bad are GM cars? There are different ways of evaluating this aspect.                
One of the most widely-used quality rankings is JD Power, although the evaluation method is  not                
perfect. JD Power studies the problems that arise in the first 3 years of car ownership (obviously,                 
the results lag 3 years).  
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Consumer Reports evaluates car reliability after 12 months of use. 

 

The CR  remarks  for 2017 were not the best: 

Overall, GM’s brands did not fare well this year, with most of them (aside from Buick) all in the bottom third group. 

Even Buick dropped five spots, to eighth this year, with the redesigned LaCrosse debuting with reliability that is well 
below average. The much-better-than-average reliability of the Encore, and the better-than-average reliability of the 
Cascada and Chinese-built Envision, all contribute to Buick staying afloat among the top 10. 

The new Bolt electric car is Chevrolet’s most reliable model, with above-average reliability. However the Volt plug-in 
hybrid remains below average, and the Cruze, which debuted with well-above-average reliability last year, plunged to 
below average this time around. The Camaro and Corvette sports cars dropped to below average, with complaints 
about their torque converters. The Colorado and Silverado 1500 pickups, and large truck-based Suburban and Tahoe 
SUVs, maintain their below-average ratings. 

GMC and Cadillac occupy the bottom of the rankings. The Acadia debuted with well-below-average reliability and is 
among the 10 least reliable new vehicles. Aside from some infotainment issues, problems with the drive system, power 
equipment, and climate system were also reported. And GMC’s pickups and large truck-based SUVs are still below 
average. 

All of Cadillac’s models have below-average reliability, including the new-for-2017 XT5 compact SUV. The Escalade 
continues to have problems such as a rough shifting transmission, and it ranks as the second least reliable new 
vehicle. 

For the first time, the Tesla Model S has above-average new-car reliability. But the Model X remains at well below 
average, and it is the least reliable new car in the entire Annual Auto Survey. 
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https://www.consumerreports.org/car-reliability-owner-satisfaction/car-reliability-us-automakers-vs-the-world/


 

Conclusion: Buick cars are quite reliable. GMC, Cadillac and Chevrolet are average. Note that JD               
Power is the most used evaluation method, where GM brands score much better results than in                
Consumer Reports. 
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Geographies 
The really important markets are North America, China and Brazil. Other South American             
countries may become relevant in the future too. 

 

Global Auto Market: 

 

USA  

SAAR  
The short-term story of the Seasonally Adjusted Annual Rate is that in 2017, the US has reached                 
peak auto.  
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The longer term view is that car sales have increased over the last decade. However, population                
growth has been greater than car sale growth. It is safe to assume that car sale SAAR has                  
peaked in around 17million. The reasons for this: 

● Political hostility to owning cars in cities will increase. 
● Increasing detachment from millenials from “the American Dream”: owning a car, house,            

family, etc. 
● Ride-Sharing services 
● Autonomous vehicles 
● Longer life-spans of EVs. 
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However, if there is no crisis in the next years a 15/16M car sale SAAR could be expected. It is,                    
therefore, probably not peak auto, but plateau auto. 

US Population-323M: 4.6 car sales per 100 inhabitants. 

 

 

GMNA’s break-even SAAR has been lowered over the years. 
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Economics 

 

EBIT Margin: 10.1% (Ford: 9.7%, FCAU: 7.4%) 

Market Share: 17% 

An estimated 65 million to 66 million GM-branded vehicles are on the road in the U.S. 

 

Mix: 
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Competitive advantage 
Trucks: Detroit 3 takes 83% of the pickup truck market. These are high-margin, high loyalty               
markets. In certain segments, the dominance is even stronger. 

  

Corvette/Camaro: Chevy fan favourites.  

Cadillac: Cadillac’s sales in the US are bad and getting worse. However, a important reason is                
the lack of SUVs in its portfolio. This should improve going forward.  
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All in all, GM gets the profits from Chevrolet and GMC trucks. Cadillac and Buick brands have                 
very low volumes in comparison. The former should be a stable revenue stream and the latter                
possible turnarounds in the near-luxury and luxury segments. 
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Canada 
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2M sales, 36M population. 5.5 vehicles sold per 100 inhabitants. 

Expected SAAR: 1.8M 

Peak-Plateau Auto 
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South America - Brazil 

 

SAAR:2M, Population: 207M. 1.03 sales per 100 inhabitants. In the long run, it is safe to expect 3                  
times more vehicle sales (note that population will keep increasing). EV and AV will not be so                 
relevant. 

 

In the short term, GM South America should reach profitability. 2017Q3: 

Well, I think yes and yes is the answer to that, Ryan. Thanks for the question. I mean,                  
fundamentally, we've reduced our breakeven point in South America by 40% versus the prior              
peak not only in South America but importantly in Brazil. And you're seeing that play out in the                  
results that we've started to put on the board the last two quarters where there was a minor                  
recovery at least directionally, a minor recovery in the market and we're highly leveraged to that                
upside. 

Market share Brazil: 
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The new breakeven level for our GMSA business is consistent with Brazilian SAAR of 2.2 million 
units, which is approximately 40% lower than 2012. 
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The GM brands are very well positioned in South America and with somewhat adverse political 
situation GM has managed to break-even and also have a profit. Even with mild recoveries South 
America should be a potential source of profits.  

China  
Growth in China market expected to avg. 3-5% over the near-term with industry volume expected               
to grow from 25.1M in 2015 to 30M+ by 2020 

SAAR: 25M. Population: 1.38B. 1.8 sales per 100 inhabitants. Still a great runway. 

 

GM works with joint ventures in China so only 50% of the profits are GM’s. The best selling brand                   
remains Buick. 

General Motors is deftly repeating its success in restoring Buick a few years ago: Take a                
long-in-the-tooth brand that is losing relevance in the U.S. and give it new life halfway around the                 
world by leveraging its heritage. Today in China, locals still respect Buick as the brand of choice                 
for the country's first president, Sun Yat-sen, as well as China's last emperor, Pu Yi. China is now                  
Buick's biggest market. Cadillac Chief Marketing Officer Uwe Ellinghaus believes the same will             
happen with Cadillac over the next five years. 

Cadillac has had 21 months (Nov. 2017) of double digit growth and Chinese do appreciate the                
brand and the association with American culture. 

Baojun has had great sales progress too. 
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Over the years GM has achieved a $2B equity income from China. It has been able to offset                  
pricing pressure at the lower end of the market with increased sales of premium and luxury                
vehicles. Although these pressure will continue, keeping the $2B profit should be possible. 

GM Europe 

 

GMIO 
2017Q3: -$0.1B and improving. Outperform peers in a challenging macroeconomic environment. 
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GMIO has been always source of losses for the company -$0.9B in 2016. The macroeconomic               
situation has been bad and the company has left many money-losing geographies in 2017: South               
Africa, India production, Australia production. South Korean sales keep getting worse and GM is              
planning to exit that market too.  

In 17Q3, GMIO had a -$0.1B loss. However, looking into the future a nearly break-even point                
could be achieved for 2018. South Africa + Australia: $0.2B savings.  

In the GM consolidated operations, the restructurings that we took which were India domestic              
business, exiting South Africa and fundamentally winding down the headquarters, we said that             
that was going to be a run-rate benefit of about $100 million a year on a go-forward basis. There                   
was obviously a portion of it that impacted Q3, but not materially. I think most of that you're going                   
to see in 2018 as we wind down and exit those operations. 

Australia manufacturing, we've been on kind of that path of starting to reduce production, but if                
you just think about a typical facility, I would think that on a year-over-year basis that's a $115                  
million a year benefit, given the level of production. We're only producing the Commodore in               
Australia. So, I would expect to see that wind through, all else equal, in 2018. Obviously, our                 
objective with all the actions we've taken in those markets is to drive that business to profitability.                 
And slow going thus far, but we're starting to get some traction, and you saw it in the third quarter,                    
and we've got more to go. 

Relative to Korea, that is a challenging market for us. We have a strong presence there. We have                  
a strong brand there, a healthy market share, but the cost structure there not only for us, but the                   
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overall industry in Korea, has grown to where it's not sustainable. And we're going to have to take                  
action there on a go-forward basis to address that, to build a viable sustainable business. 

Auto 2.0 

EV 

Bolt 
The Chevrolet Bolt has been the first mass-market affordable EV. The estimated loss per unit is                
$9k. The overall cost of the Bolt is around $250M. The Chevy Bolt is more of an advertising                  
campaign than a profit maker. The car has appeared in multiple websites and has gained the                
attention of many millenials. GM’s real strategy has been to get across the Chevy name among a                 
young buyers. 

 

It is difficult to say how much of a know-how GM has in the EV space. However, Nissan Leaf 
owners have seen  multi-percentage  point degradation after only a couple of years. This was not 
the case for the Bolt and Volt.  

All in all, this was an investment for GM. It also shows that GM can make great EVs. 

EV disruption 
One major concern with EVs is that the profit margins should decrease (due to battery cost). If all                  
major car manufacturers start to produce EVs, it will be a race to the bottom and earnings will                  
suffer. This does not seem plausible as the demand for is not that big (although people are willing                  
to spend more to get an EV). 

AV 
The autonomous vehicle could be the biggest game-changer since the internet.  

The question is, why is this time true? Many have said that AV will be here really fast, it has never                     
been true. Note that GM expects the development cost of AV of about $0.7B per year. 
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Argo AI: We’re still very much in the early days of making self-driving cars a reality. Those who                  
think fully self-driving vehicles will be ubiquitous on city streets months from now or even in a few                  
years are not well connected to the state of the art or committed to the safe deployment of the                   
technology. For those of us who have been working on the technology for a long time, we’re                 
going to tell you the issue is still really hard, as the systems are as complex as ever. 

Ford, Uber and Tesla are saying that they will have commercial AV services by 2021. Waymo has                 
started a test services in suburban areas in Arizona. 

GM bought the AV start-up Cruise for less than $1B in 2016 and has planned a commercial                 
robotaxi for 2019. The gorilla in the room is still Google and it is still the greatest player in the                    
industry: by mileage and years of experience. However, many people are leaving Waymo for              
projects like Cruise and Argo AI, if they really that close to making it real, would these people                  
leave Waymo? 

GM is probably the company that is assigning most resources to AV and it could be true that they                   
will have a commercial service by 2019. The acquisition of Strobe (LIDAR) also shows that the                
company is being real about it. If this were to be true, it would be a game changer. GM could be                     
the first scalable AV provider. 

 

Kyle Vogt is the person to watch and the NY tests the main events. The DMV will release the                   
autonomous vehicle reports in February 2018. If GM is close or improves Google’s results, GM               
will become the most significant player in this space. Kyle has mentioned that they will be better                 
positioned than Google on this reports, but it is difficult to say if this will finally be true:  video                   
[12:00]. 

Adjacent Businesses 
17Q3: 

To the first question, yeah, back in 2015, we said we expected OnStar to improve profitability and                 
it was part – let me just start with – most recently we've talked about one of the drivers of                    
improved profitability on a go-forward basis around adjacencies and within that, between the             
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2015 timeframe and 2019 timeframe we talked about roughly $2 billion of improvement in profit               
adjacencies. It's split between three areas, Customer Care and Aftersales or service parts, GM              
Financial which made up about half of it, and OnStar. So, if I was sizing the opportunity, I'd split                   
the $2 billion, $1 billion GMF and $0.5 billion each roughly between OnStar and CCA. 

We're still driving towards that. We're still executing towards that. I would suggest in the results                
that we've seen thus far in North America relative to OnStar, it's been relatively limited because                
we're building up the foundation and building up the capability and it goes across many               
dimensions. 4G LTE is part of it, monetizing the data through vehicle management and onboard               
diagnostics is another piece, the application framework is another piece, but we're still very, very               
focused and constructive on driving that profitability because we think it's a huge opportunity. And               
Mary mentioned, we haven't even started to scratch the surface yet on data monetization and               
that wasn't factored into that outlook. So, that's another significant opportunity. 

Auto Parts 
Its is high margin business. People want to customize their vehicles more and more. 

OnStar 
OnStar is internet hotspot provider and customer care center. 

● Kids using tablets 
● Working from car 
● Vehicle diagnostics 
● Vehicle theft: this appears on the news from time to time 
● Accident alert 

Other features will be substituted by Google Now/Siri. Seems expensive, but having OnStar can              
get you insurance price reductions. 

 

The service is not cheap, but should be profitable looking into the future. 

GM Financial 
GM Financial is the company offering the car loans to clients. The company stated that by 2019 it                  
would make an extra $1B profit from it (from $0.8B in 2015). As a comparison, Ford’s financial                 
company’s book value was $12B for 2016. For 2017Q3 GM Financial’s Book Value was $11B               
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(earnings nearly annual $1.2B). Taking into account that GM’s revenue is bigger than Ford’s, GM               
Financial growth seems reasonable. Ford expects $2B of EBIT from Ford Financial in 2018. 

Note that people are leasing instead of buying more and more. 

A third of new car and truck transactions in the last three months of 2015 were leases, up from                   
29.9% a year earlier and more than 10 percentage points higher than the level in the fourth                 
quarter of 2011. 
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The collateral of these loans is the car itself. Therefore used-car prices are vital so that loans that                  
go bad are not the source of financial losses.  

Obviously, used-car pricing impacts us in many ways, including pressuring our residual values,             
increasing the cost of leases for our customers, and reducing off-rental auction pricing. This is               
why we have put such an emphasis on strengthening our brands and reducing our reliance on                
rental car sales. And while a decline in used-car pricing puts pressure on GMF, we still expect                 
GMF and our other adjacent businesses to be tailwinds for the full year versus 2016. 

The quality of GMF loans is worse that Ford’s and therefore it is a riskier company: if many                  
people start to default, used-car prices will go down and GMF will suffer. 
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Governance 
Many things have changed from 2011. 
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Mary Barra 

 

Barra was born in Royal Oak, Michigan. Her father, Ray Mäkela, worked as a die maker at                 
Pontiac for 39 years. She has worked for over 35 years at GM and has gone through tough times                   
at GM: bankruptcy and ignition switch recall trials. 

She was the responsible for the brand consolidation in the bankruptcy era and has been the                
person behind GM’s main divestments. She has also been the person responsible for the Cruise               
acquisition.  

Cutting costs and forward-looking, Barra is one of the best CEOs in the automotive industry. 

Kyle Vogt 

 

He was the cofounder of Juntin.tv and Twitch ($1B). Kyle is the youngest VP in GM’s history.  

 

32 



Strategy 
GM’s divestment strategy has turned out to be great for the shareholder: 

2017Q1: divestment of Opel - After 20 years of losing money and tighter regulation prospects, the                
intelligent decision was to sell Opel. 

2017Q3: divestment of South Africa. +$0.1B 

2017Q3: divestment of production in Australia. +$0.1B 

2017Q3: Restructuring in India. 

? Divestment of South Korea. 

 

In the meantime, the investments have been always looking into the future of mobility. 

2016Q1: acquisition of Cruise ($1B) 

2017Q1: release of Bolt EV (-$0.25B). 

2017: AV expense (-$0.7B). 
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Efficiencies 
In the meantime, GM has been able to make the auto 1.0 more efficient. 
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Overall, the 2008 financial crisis was a lesson for car makers and they have improved a lot their                  
flexibility. As an example, GMNA sales are approx. 4M units. In 2017Q3, but in 2017Q3 with 25%                 
less sales: EBIT adj. Still 2.1 (>$8.5B approx.). This speaks volumes about efficiencies: EBIT              
margin 8.3%. 

The idea is to have few platforms and to be able to refresh products fast. 
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Shareholder 
GM has been a very shareholder-friendly company. In 2017 the company bought $5B in shares               
and gave back $2B in dividends.  

Valuation 
GM stock “hasn’t done much” and the share appreciation has only been due to the buybacks. 
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Legal risks 

Faulty Ignition Switch Case 
On February 6, 2014, General Motors (GM) recalled about 800,000 of its small cars due to faulty                 
ignition switches, which could shut off the engine during driving and thereby prevent the airbags               
from inflating. The company continued to recall more of its cars over the next several months,                
resulting in nearly 30 million cars worldwide recalled and paid compensation for 124 deaths.The              
fault had been known to GM for at least a decade prior to the recall being declared. 15                  
executive-level employees were fired. 

By 2015, General Motors had agreed to pay more than $2 billion to resolve legal claims over the                  
ignition-switch defect, including $900 million to end a criminal probe by the U.S. government and at                
least $595 million through a victims’ compensation fund.  

 

Unintended ignition switch shut-off happened because the "switch detent plunger", designed to            
provide enough mechanical resistance to prevent accidental rotation, was insufficient. General Motors            
was aware of this potential problem, and held meetings about it, as early as 2005. 

This event was probably the worst advertising campaign a car company can have. The scandal was                
not on a accessory subject (like dieselgate for Volkwagen), but a top-priority safety-related subject.              
This scandal has probably been the biggest in the auto industry history.  
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GM’s sales were not affected. However, it is undeniable that in the short-term GM’s reputation               
has been impacted. It is reasonable to believe that GM’s sales are still affected by this bad                 
publicity. 
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GM Ignition Switch Recall Update: https://www.youtube.com/watch?v=s5Mt-PHyKdI 

Opel 
GM may face a $0.6B lawsuit from Opel for allegedly covering information. It is difficult to                
estimate the probability of this happening. 

Deferred Tax Assets 
GM has $34B in deferred tax assets from the bankruptcy era. However, due to the tax reform and                  
Opel sale, DTAs should be closer to $18B. The tax cut should not be relevant as, even if the total                    
amount is smaller, the lower tax rate will mean a smaller amount of taxes paid. 

Pensions 
GM has approximately $20B in unfunded pension plans. However, note that this quantity is              
dependant on the interest rates, so this sum should be smaller in the future. Also note that GM is                   
now paying Opel’s pension plans. Opel had 30,000 workers, so the amount paid in pensions               
should decrease in the future. Other divestments should help lower this amount.  

Pension obligations should be $1.5B yearly in order to fund the “maintenance pensions” and              
slowly fund the remaining pension plans. As a smaller company than in 2016, this costs should                
not be bigger than the mentioned. 

Cash outflows for pensions 2014, 2015, 2016: 
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The appropriate valuation of the pension costs should be 12 (meaning a stable cost over the                
years) x $1.5B (yearly cost). Present value of pension costs are $18B. 

Valuation 
All car-related valuations will be factored by a 0.75 discount due to the cyclicality and high capital                 
intensity of the business (and therefore bad performance in economic slowdowns). 

GMNA  
EBIT17: $12B 

GMNA Cars Valuation: $11B·0.8·6·0.75 = $52.8B·0.75 = $39.6B   

$11B Expected car-related EBIT. 

0.8 Tax+interest.  

The effective tax rate in 2016 was close to 20% and should be smaller in the coming                 
years due to the tax cut.  

6 Earnings multiple.  

+ High loyalty Chevy and GMC trucks.  
+ Cadillac and Buick are possible turnarounds. 
+ People will start forgetting the ignition switch recall  
- Plateau auto. 
- Gas prices. 
- Old people cars: Cadillac and Buick. 
- Highly cyclical. 

GMNA Adjacent Valuation: $1B·0.8·15 = $12B 

● (+1B) growth expected by 2019 for OnStar and adjacent. 
● OnStar is probably not profitable now, but aftermarket parts should offset that. 

15 Non-cyclical, good quality businesses expected to grow in the future. 

GMSA  
First profitable quarter in years in 2017Q3. Even with a very mild recovery GMSA should be EBIT                 
$0.4B in 2018.  

GMSA Valuation: $0.4B·0.8·15·0.75 = $4.8B·0.75 = $3.6B 

15 GMSA still has a huge runway as for volume and price 

GMIO 
2017Q3 had an -$0.1B EBIT and +$0.2B improvements will appear in 2018. 
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2018 should reach a near break-even position for GMIO.  

GMIO Valuation: $1B 

Cruise + Maven + Strobe 
Waymo is valued in  $18B 

A conservative valuation of the GMAV should be: $8B. 

If DMV reports and NY test are successful the valuation should rise to $12B during 2018. 

GM China 
GM China has been having $2B for years and the Cadillac brand is growing fast. Net cash of the                   
JV is $8B. GM’s cash position in China should be around $4B. 

GM China Valuation: $2B·0.8·12·0.75 + $4B= 19B·0.75+4B = $18.25B 

12 Stable business with growth potential but pressure on price. 

GM Financial 
GM Financial’s book value is around $11B in 2017. Ford Financials book value is near $18B for                 
2017. GM has a younger financial company, but sells more cars and should reach Ford               
Financial’s levels. 

GM Financial’s Valuation: $15B  

9% Lyft  
Lift is valued in $11.5B. GM’s stake is fairly valued in at least $1B. 

Net Cash 
GM’s net cash is around $5B (the PSA warrants are probably worth more than their current                
value). 

Corporate expense 
GM’s corporate maintenance expense is around $0.5B. 

GM Corporates maintenance cost: $0.5·15 = $7.5B 

SOTP 

 2018 Valuation (Billions $) Future Potential (Billions $) 
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GMNA Cars 39.6 35 

GMNA Adjacent 12 15 

GMSA 3.6 10 

GMIO 1 4 

GM China 18.25 18.25 

GMF 15 20 

GMAV 8 +12 

Lyft 1 1.5 

Net Cash 5 5 

Pensions -18 -18 

Deferred Tax Assets 18 16 

Corporate expense 7.5 7.5 

Other costs (PSA, ignition 
switch, …)  

5 5 

Total 116 131 
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