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Automotive 
Strong global sales recovery improves sector outlook 

What’s changed? 
We improved our 2021 forecasts slightly. For light vehicles (LV), we expect global 
sales growth of 8%-10%, up from 7%-9% previously. The global auto industry is 
recovering faster than expected from COVID-19, supported by sound demand, a 
favorable pricing environment, fiscal stimulus in the main auto markets, and 
greater reliance on private mobility.   

The global semiconductors shortage is limiting supply. Visibility on recovery this 
year remains low primarily due to the semiconductor shortage, but the industry is  
allocating scarce semiconductors to higher-margin vehicles and learning to capture 
the benefits of lower inventories in the form of better pricing for new and used cars.   

Electic vehicle (EV) adoption is accelerating, thanks to supportive policies. EV car 
sales in Europe more than doubled year on year as of May 2021, according to EV 
Volumes. This reflects increasing political support for the industry's energy 
transition under the European Green Deal. The European Commission adopted 
several legislative proposals, including a stricter net reduction target of at least 
55% for greenhouse gas emissions by 2030. The faster transition could weigh on 
margins (before subsidies) and is increasing pressure to quickly ramp-up the EV 
supply chain and achieve further cost reductions for battery cells, in our view. 

How is recovery taking shape? 
Europe is lagging behind the very strong U.S. and Chinese markets, as a result of 
COVID-19-related restrictions during first-half 2021 and a slower vaccination 
rollout. As of mid-2021, however, global LV sales totaled 42 million units, which is 
on track to meet our annual forecast of 83 million-85 million units.  

Profitability will be supported in 2021 by favorable pricing. This should help offset 
any increase in raw material prices and margin pressure from the shift of sales to 
EVs. Capital expenditure and research and development intensity remain high, 
although some of those investments are increasingly made in joint ventures (JVs) 
that are not fully consolidated and therefore do not directly burden EBITDA and free 
operation cash flows of original equipment makers (OEMs) or auto suppliers. 

The need to manage investments carefully and pool resources is rising. We expect 
OEMs and auto suppliers will look to mergers and acquisitions or partnerships to 
reposition portfolios toward EV and digital technology. Most deals are new JVs and 
partnerships with limited direct implications on credit metrics, such as Stellantis-
Foxconn or Daimler Truck-AB Volvo, but we could see more material transactions. 

What are the key risks around the baseline? 
An extended chip shortage. Although it is not in our base case, an extended or 
more pronounced chip shortage could result in prolonged production downtime. 

China cooling down. China has been a major profit driver particularly for German 
OEMs. If the softening trend as observed in wholesales in the second quarter 
continues in second-half 2021, this could weigh on revenue and margin recovery. 

Latest Related Research 

– Global Auto Sales Forecasts: The Recovery Gears Up, May 11, 2021 

– Global Heavy Truck Sales Forecasts: Declines In APAC Offset Growth In U.S. And 
EMEA, June 10, 2021 
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Ratings Statistics* 

 IG SG All 
  Ratings 11 21 32 

  Downgrades 0 0 0 

  Upgrades 1 3 4 

Ratings data as of end-June 2021. *Year to date. 
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