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1. [bookmark: _Toc102248342]Introduction
The COVID-19 pandemic has changed the world of business and our personal lives dramatically. Many businesses were frozen or went bankrupt, and the ones that survived had to substantially change their business model to cope with the unexpected situation. The hospitality industry took the greatest hit of all, as its products and services required customers to be present at a physical location. The pandemic also transformed the automotive industry, and producers offering alternative (online) methods of purchasing have seen a significant increase in sales.
The resolve of this assignment is to analyze the effect of the pandemic on the automotive industry by providing an insight of the changes it went through in this period.
We will have a look on the world-wide effects of the pandemic, how it affected the automotive industry and the electric car market, the CO2 reduction incentives that were introduced during that period – and how Tesla’s brand developed during this economic storm.







2. [bookmark: _Toc102248343]Impact of COVID-19 on the automotive industry
2.1. [bookmark: _Toc102248344]COVID-19 World-Wide effects
Here is how the Congressional Research Service describes the world-wide effects of the pandemic:
“Estimates indicate the virus reduced global economic growth in 2020 to an annualized rate of around -3.2%.
In most countries, economic growth fell sharply in the second quarter of 2020, rebounded quickly in the third quarter, and has been mostly positive since. Although lessening, the total global economic effects continue to mount. In particular, the prolonged nature of the health crisis is affecting the global economy beyond traditional measures with potentially long-lasting and far reaching repercussions.” 
(Congressional Research Service, 2021, pp. 2)
In terms of the global supply, shortages affected negatively labor markets, supply chain and production of many companies, accompanied by disruptions in energy markets, transportation and delivery constraints leading to inflationary pressures.
2.2. [bookmark: _Toc102248345]COVID-19 Effects on the automotive industry
A lockdown was introduced across Europe, which dealt a major blow and declining sales in the automotive industry. According to McKinsey Quarterly (2021) the effects began in China, where “sales plunged 71 percent in February 2020; by April, sales had dropped 47 percent in the United States and dived 80 percent in Europe”. 
This trend obviously followed the initial mass panic from the unexpected events of the pandemic, and “From the third quarter of 2020 through the first quarter of 2021, automakers around the world have seen rapid (and in some cases, record) levels of production.” (McKinsey Quarterly, 2021). It appears COVID-19 has accelerated the trends throughout the mobility value chain, that were strengthening before it happened. The options to explore vehicles online to compare prices, experience the vehicle virtually in 360-degrees and customize their own car before buying it – were available before the COVID, but have not been in such high demand after it occurred. After physical dealerships around the world found it nearly impossible to meet their target revenue due to the evolving in-person restrictions, these technologies have proven to be invaluable. 
This led to an almost all-virtual buying experience, including accelerating sites and apps offering related services such as financing and insurance. 
After the pandemic restrictions have reduced in some states, clients came back to dealership – as it is still normal for a customer to seek an interaction with a dealer and to see, feel and test-drive a vehicle before purchasing it. 
At the moment different platforms (both physical and virtual) exist simultaneously, complementing and competing with each other at the same time. Tesla, Porsche, VW and Volvo have rapidly adopted the model of selling by other means than the traditional showroom dealerships. Many other automotive companies are experimenting with alternative ways to bring their vehicles to market.
2.3. [bookmark: _Toc102248346]Electric car market during the pandemic
Here is some data and estimations in regards of the EV market, according to IEA:
“Despite gradual recovery over the course of the year, early market data suggests that global car sales contracted in 2020 by an estimated 14% year-on-year, mirroring closely the IEA estimate of 15%. The drop in global car sales in 2020 was significantly larger than the one observed during the global financial crisis of 2007-2009.”
 (IEA, 2021)
Obviously, EV sales in 2020 exceeded all expectations, given the grim economic circumstances. It was generally expected for EVs to be more resilient than the general automotive sector, they have grown by over 40% in global sales to almost 3 million cars, compared to 2.1 EVs in 2019. Currently, there are more than 10 million EVs on the road globally. 
During 2020, Europe as a region has doubled its new EV registrations, totaling 1.4 million, representing a sales share of 10% of the global EV annual registrations. This turned around the trend Europe picked up in 2019, which led to the Europe’s new car market contracting with 22%.
The highest ranking countries in Europe in terms of new EV sales were Germany (395,000 new registered EVs), France (185,000 new registered EVs) and the UK (88,000 new registered EVs). Based on market share in 2020, Norway was the top country, amassing 75% of new car sales to be EVs, followed by Iceland with 50%, Sweden with 30% and the Netherlands with 25%.
2.4. [bookmark: _Toc102248347]CO2 reduction incentives
Kevin Adler states, that:
“Europe's current CO2 standard for automakers is that their new fleet sales cannot exceed 95 g CO2/km for model years 2020 and 2021, and those standards are due to be tightened further in 2025 and 2030 as the region seeks to meet its economy wide goal of 55% GHG reductions by the end of the decade, in accord with its Paris Agreement target.”
(Kevin Adler, 2021)
 IHS Market estimates that 50% of new car sales each year across the EU will be EVs by 2030. These calculations are on base on national incentives, regulation and new sustainability in the European Green Deal.
On the other hand, The Green Deal opens a huge opportunity to put Europe on a steady course towards climate neutrality. In terms of vehicles, this would add up to moving from a ‘tailpipe’ to a ‘life cycle’ model. Electric mobility proves to be the most economical solution in the industry and sets itself up for success. 
2.5. [bookmark: _Toc102248348]Tesla’s development during the pandemic
According to Rakesh Sharma:
“In January 2020, Tesla, Inc. (TSLA) was valued at $117 billion by the stock market. By the end of the year, that figure had skyrocketed to $658.39 billion. Subsequently, Tesla's stock traversed the distance to a $1 trillion market cap in less than a year, reaching that milestone on Oct. 25, 2021.”
(Rakesh Sharma, 2021)
As Elon’s tweets and retail investors took a major part in Tesla’s skyrocket, the core of the automotive giant’s ascension lies the “Tesla financial complex”, as termed by the Financial Times. This complex consists of a combination of investment tools – equity-linked funds, options and climate tech-focused investment instruments – and they imply a serious influence in the derivative and equity markets.
The connection between Tesla stock and elements of this complex is symbiotic. As the company’s growth ascends in the markets, derivatives and funds tied to the stock generate massive returns. This leads new investors to put money into the company and increase its influence in the industry further. 
The connecton between the stock and members  is closely related. As Tesla's stature grows in the markets, funds and derivatives with exposure to the stock, they report outsized returns.This drives new investors to fill theirs money into it and further increase its influence. Rakesh Sharma (2021) states, that “For example, in July 2018, the Tesla was a holding in 106 exchange traded funds (ETFs). By December 2021, it became a holding in 244 ETFs.”
The company’s annual sales grew by 36%, following a final quarter of 2020 that exceeded the analysts’ expectations. Tesla delivered the astonishing 499,550 vehicles in 2020.
Even though the pandemic forced the closure of Tesla’s Fremont US assembly plant in the spring of 2020, Elon Musk incentivized employees to increase production to hit the target by offering free “self-driving” options worth 10 thousand US dollars on Tesla vehicles with paperwork and delivery completed by the end of December 2020. 
The following year was even more impressive for Tesla – annual revenue grew to $53.8 billion compared to $31.5 billion in 2020. As deliveries increased to 936,000 vehicles (87% increase), the company closed 2021 with a fourth quarter worth $17.7 in sales, as well as net income was $2.3 billion compared to $270 million in the fourth quarter of 2020. Generating $4.6 billion in cash in the fourth quarter of 2021, the company closed the year with $17.5 billion cash on hand.  
In spite of the computer chips shortage, which affected the entire industry – Tesla obviously managed to experience significant growth. The key change that mitigated the impact of this shortage was switching to more readily available types of chips. The company’s software allows its cars to work with a greater variety of hardware compared to other automakers, hence such change was possible.  
Tesla currently has a very strong position on the US EV market, however it is likely to face some serious competition in 2022. GM, Ford, Hyundai and VW have all announced ambitious plans for the introduction of new EVs in the US. Lucid Motors and Rivian have also started shipping EVs, striving to compete with Tesla. 




3. [bookmark: _Toc102248349]Conclusion
One of the key issues for automakers during the COVID-19 pandemic was – how to reach their end-customer in a period of social lockdown, as the traditional dealership and test-drive model became impossible to sustain for a long period of time. This brought significant losses for the industry in terms of car sales and market capitalization, and became a race for all competitors to gain an even greater market share than before by the sights of vehicle giants starting to lose ground. And as more eyes started turning to the screens as ever before, this was an opportunity that the fastest movers in the market took in to account and acted upon. 
On the other hand, the massive shift in the world economy has led to significant supply-chain stoppages and delays, making it even harder for automakers to sustain a lean and effective production. Some key components for the industry were also scarce, which brought the overall cost of production to new heights. 
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