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Autos 
Long and bumpy recovery for European autos 

What’s changed post-COVID? 
Demand has taken an additional hit. We had already expected demand to be weak 
in 2020, even before the pandemic. Now autos are taking an additional hit as a 
result of the devastating effects of COVID-19 on the bulk of Europe’s economies. We 
now see decline in light vehicle sales in Europe of 20%-25% in 2020, before 
recovering in 2021 by 10%-15%. 

Capacity utilization remains low. Auto production restarted as soon as lockdowns 
eased but uncertainties related to demand recovery are weighing on capacity 
utilization. This indicates an unclear outlook for the entire auto value chain ranging 
from auto suppliers to dealers. 

Subsidy schemes favor low-emission vehicles. Schemes adopted by governments 
(Germany, France, Spain, and Italy to date) to revive demand are skewed toward 
boosting sales of low-emission vehicles. These typically made a lower contribution 
to operating margins compared to traditional internal combustion engine vehicles. 
In any case, bottlenecks in the supply of battery cells are constraining production of 
electric and hybrid vehicles and are limiting upside to sales volumes.  

What is the likely path to recovery? 
Auto sales recoveries across Europe will be uneven. Fiscal stimulus is differing 
markedly among European governments in both magnitude and timing. Recovery in 
Southern European markets and in the U.K. will likely lag a rebound in markets such 
as Germany and France.  

Cost-containment will remain important, but R&D spending is needed. 2022 sales 
volumes are likely to remain below the 20.7 million vehicles sold in 2019 in Europe. 
This highlights the need to redouble efforts regarding cost containment. That said, 
we see R&D and capex growing in 2021 and 2022 compared to 2020 because auto 
makers will need to keep investing in electrification and connectivity, as well as 
autonomous vehicles. 

Liquidity management will remain high on agendas. This is particularly so as we 
expect production ramp-ups to be bumpy, which could lead to higher-than-usual 
cash-flow volatility. 

What are the key risks around the baseline? 
A second COVID-19 wave. If social-distancing measures were reinstated this would 
undermine the expected recovery in the second half of 2020, amplifying both credit 
and residual value risks, and weighing on funding conditions. 

Compliance with environmental obligations. The deferral of new product launches 
caused by lockdowns could jeopardize strategic roadmaps to complying with 
environmental obligations, exposing auto producers to regulatory fines in Europe. 

Latest Related Research 

– Q&A: COVID-19 And the Auto Industry—What’s Next, June 9, 2020 
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