Supporting the mobility sector’s
transformation through a European raw
materials strategy

Mercedes-Benz



Access to raw materials is crucial to the future success of the
automotive industry. Current transformation processes in the field of
electromobility and digitalization as well as the acceleration of the
energy transition require the use of numerous resources. However,
many of them have so far found little or no use in the automotive
industry. In addition, many of the raw materials required can only be
extracted in a few countries around the world. Current developments
show that access to these resources also plays a role in trade policy
disputes. This reinforces resilience efforts in politics and business.
Against this backdrop, Mercedes-Benz is calling for a European raw
materials strategy and supports the European regulation on critical
raw materials.

The challenges of recent years have shown that we need to rethink supply chains. Access to
key resources is strategically crucial for the transformation and competitiveness of our
economy and therefore also for Mercedes-Benz.

With the transformation to electromobility, the demand for certain raw materials in the
automotive industry is changing and increasing significantly. Lithium, nickel, cobalt, manganese
and graphite are primarily required for the production of batteries and motors for electric and
alternative drive vehicles. In addition, aluminum and copper are increasingly being used in
vehicles with such propulsion. What all these resources have in common is that the extraction
or processing of the required raw materials has so far only taken place in a few countries,
almost exclusively outside the European Union. Developments in recent years have clearly
shown that this can lead to dependencies that cause considerable macroeconomic distortions
and, under certain circumstances, impair security of supply. Further risks arise, e. g., from global
supply chain interruptions or disruptions triggered by geopolitical risks or industrial policy
requirements. In order to prevent these risks and reduce dependencies, it is necessary to
ensure the procurement of resources through the use of various instruments. Countries such
as Australia, the USA, Japan and China recognized the need for a comprehensive raw materials
strategy earlier and are correspondingly ahead of the EU in terms of strategy implementation.
Against this backdrop, Mercedes-Benz welcomes the development of a coherent EU raw
materials strategy and reaffirms the need for timely and practical implementation in order to
catch up. Strengthening trade relations with countries rich in raw materials, e. g., in the form of
raw material partnerships through bilateral agreements, is also a suitable means of further
diversifying and securing the supply of raw materials. Europe’s economic sovereignty must be
guaranteed, and the competitiveness of the European economy must be strengthened,
especially in the phase of electrical and digital transformation. To achieve this, we need an
active and resilient raw materials strategy in Europe — in close cooperation between politics
and industry.
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Certain core elements are considered crucial:

Develop and implement an active raw materials strategy

Access to raw materials is strategically crucial for the competitiveness of the European
economy and the success of the transformation. In this respect, the EU needs to pursue
an active raw materials policy aimed at resilience, diversification and the reduction of
dependencies. It is important that politics and business proceed in a coordinated
manner - with jointly implemented projects, with purely political measures to shape the
framework, but also with measures and projects by companies alone. Since other
countries such as Australia, the USA, Japan and China are already acting much more
strategically in this area, rapid and concentrated implementation is required.

Securing supply through increased cooperation with third countries

The necessary resources and raw materials are currently imported into the EU mainly
from China, a few countries in Africa and Latin America, and to a lesser extent
from Australia, Canada and the USA. If no measures are taken, this can lead to
dependencies and price fluctuations that affect security of supply. Against this
backdrop, Mercedes-Benz is calling for a comprehensive package of measures as part
of the European regulation on critical raw materials. In cooperation with third countries,
both trade agreements and strategic partnerships with raw material producing countries
are necessary in order to reduce barriers to market access and secure access to
resources - e. g., through strategic partnerships and dialogues with non-EU countries in
the spirit of EU raw materials diplomacy. To ensure implementation, it is desirable to
further concretize these partnerships and fill them with life.

Promoting European expertise and value creation

To secure the supply of raw materials in Europe and reduce dependencies, particularly
in the further processing of raw materials, technological expertise and production
capacities in the EU should also be strengthened - with investments in the entire value
chain from research to the extraction of raw materials, refining, the manufacture of
primary products and processing through to recycling. In addition, the consistent
expansion of the circular economy and a further increase in resource efficiency can
make a major contribution to security of supply and should therefore be a priority. The
establishment of strategic national reserves for selected critical raw materials can also
have a supporting effect.

Granting financial support

The existing "Important Projects of Common European Interest" (IPCEIs) are a relevant
instrument for increasing the contribution of European companies and thus the
resilience of the European economy and reducing dependencies. In this context, we
advocate a reduction in bureaucratic regulations in order to simplify and accelerate the
approval of IPCEI-related projects. In particular, the financing of corresponding projects
should be ensured. Against this backdrop, Mercedes-Benz welcomes the raw materials
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fund launched by the German government in the last legislative period and urges the
accelerated implementation and adequate funding of the targeted projects.

Compliance with human rights

The production of vehicles requires some raw materials while their extraction and
processing pose a risk of human rights violations and negative environmental impacts.
Under the Human Rights Respect System, Mercedes-Benz has developed a due
diligence approach to identify these risks and potential negative impacts of our business
activities on human rights at an early stage and - if necessary - eliminate them. By 2028,
appropriate protective measures are to be defined for all raw materials with an
increased risk of human rights violations.

Mercedes-Benz reinforces its supply security with own projects

Companies themselves are also working to improve security of supply and are using
various instruments to do so. Mercedes-Benz has already initiated projects in this
context: The pilot project for a carbon-neutral* battery recycling plant in Kuppenheim,
Baden-Wirttemberg, has laid an important foundation for ensuring tomorrow’s security
of supply today.

*COs-neutral means that non-avoided or reduced COZ2 emissions at Mercedes-Benz are offset by certified
compensation projects.





