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BMW GROUP- Economic position analysis in the situation created by COVID-19 pandemic
Introduction
The year 2020 was a year marked by many difficult times by the whole world. The COVID-19 crisis sent the global economy to its fall in a way that has not been seen since the Great Depression in 1930s. There have been substantial loses for every country on the world where more than a few segments of the economy were totally shut down at times because of the lockdowns. During these difficult times, the automobile industry was not saved of the difficulties that resulted from the COVID-19 pandemic. (The World Bank, 2020)
Macroeconomic Outlook
The COVID-19pandemic has dispersed with an disturbing rapidity and brought the economic activity to a near stand-still because of the tight restrictions towards movement in order to stop the dispersion of the virus. Global Economic Prospects predicted a 5.2% reduction in global GDP in 2020 utilizing market trade ratio weights—the greatest ’’global recession in decades, despite the extraordinary efforts of governments to counter the downturn with fiscal and monetary policy support''. (The World Bank, 2020)
The entire globe stands facing a situation that heavily declines in terms of revenue inequity across. ’’The COVID-19 crisis wiped out years of progress in poverty reduction. As government’s fiscal space has narrowed, many households in developing countries have suffered severe employment and earning losses—with women, the unskilled, and informal workers hit the hardest''. (Malpass, 2022). As Malpass, the President of the World Bank mentioned, unemployment rates registered significant growths in the majority of the states. Most of the governments employed incentive packages in order to preserve their own economies and these support plans caused government expenses to rise hard which resulted in higher debt ratios. (The World Bank, 2020)
As the World Bank mention in its report from June 2020, the automotive industry was not spared and as the Covid-19 crisis has continued, ’’stringent border controls and production delays have weighed on trade. Measures to slow the outbreak have limited or delayed the supply of critical inputs, particularly in the automotive and electronics industries''. (The World Bank, 2020)
For 2021 Global GDP is predicted at 5.2%, with price increases in almost every state. Furthermore, GDP is estimated to grow at a slow rate to ’’2.5% for the term 2022-2025 and private consumption is expected to reach pre-pandemic levels in 2022''. (The World Bank, 2020)
In an analysis presented by Bloomberg, and after some of the most problematic years, the automobile business is trying to recuperate. With the lockdowns approaching an end, and movement slowly not being that much restricted any more, customers are beginning to come into showrooms again. (Bloomberg News, 2022)


Company Overview
BMW was created in 1916 and had the name of Bayerische Flugzeugwerke AG (BFW) and they transitioned to Bayerische Motoren Werke Aktiengesellschaft in 1922. BMW AG designs, manufactures, and sells luxury automobiles, motorbikes, and financial services in over 140 countries and has ’’sales of more than 2,2 million vehicles, 161,000 motorcycles and 1,8 million leasing and credit financing contracts in 2020''. (Guevara & Nunez, 2021).
[image: ]Source: BMW Group Annual Report 2020 (BMW Group, 2021)
 In the Annual 2019 BMW Report it is mentioned that from 2015 until 2019 the ‘BMW Group Revenue has grown at a CAGR of 5.32%’ (Guevara & Nunez, 2021). Their analysis projected a decrease in profits for 2020 of 8.49%, caused by COVID-19 crisis. (BMW Group, 2019)
[image: ]
Source: BMW Annual report 2019( (BMW Group, 2019)


Specific analysis of BMW Group for year 2020 compared to 2019
Pieter Nota, member of the Board of Management of BMW AG accountable for Customer, Brands and Sales mentioned that they are facing a situation that is globally challenging in terms of sales triggered by  the Covid-19 crisis and are ’’flexibly adapting our production volume to demand. In this way, we are creating important conditions for the company’s continued economic success'' (BMW Group, 2020)
[image: ]
Source: (BMW Group, 2020)

In the image below, we can see the key performance indicators for the BMW Group. Compared to 2019, within the context of the Covid-19 crisis BMW Group suffered a loss in revenues of -5 percent. A negative impact on the income was created by the critical change of the US Dollar, the Russian Ruble and the Chinese Coin. ''Specific analysis, adjusted for currency effects, the BMW Group’s balance sheet total was slightly lower than on 31 December 2019. Tangible assets (adjusted for currency effects) were slightly down compared to the previous year, mainly due to the lower amount of capital expenditure in 2020''. (Dobrin, 2021)
[image: ]
Source: www.bmwgroup.com/en.html (BMW Group, 2020)


SWOT analysis for BMW 
Strengths
 According to their annual reports, BMW is a corporation that involves heavily in innovation and each year they invest around 5%-5.5% of its total revenues. Because it is positioned in as a luxury brands, a product that people aspire for makes BMW more valuable. 
This helped the group to continues in markets that have high income and high social mobility.  At the beginning of the Covid-19 Pandemic, they had a rocky start like all industries, but they’ve returned with a powerful growth after the Covid-19 lockdown recovery.
Weaknesses
Because of the Covid-19 Crisis, BMW like all industries had to make some modifications to their corporate structure. They had to diminish costs and to also condense their employees in order to preserve their cashflow, but this made investors and banks to take a more conservative approach concerning the corporation condition.
With all this, the BMW Group’s productivity is still encouraging but the company had to increase some of their costs so that they can be competitive and in trend with the market demands which made their profitability to diminish compared to other years. (BMW Group, 2021)


Opportunities 
Considering the fact that some governments have started to issue warnings when it comes to combustion vehicles (like UK plans to ban combustion cars till 2030) (Harrabin, 2020), gives BMW one of its biggest opportunities because of its electric models.
Also, according to McKinsey group, the Covid pandemic presented the automobile industry with a new opportunity to improve their distribution and sales channels.  There were advantages for adopting a digital approach and they emerged in the early stages of the Covid crisis. ’’Online sales offerings, including a clearly structured online shop, contactless test-drives, and car home deliveries, proved effective during the nationwide shutdown''. (Hofstatter, et al., 2020)
According to Jessica Geutner, the Sales Force Vice president of Strategic Customers and EMEA Automotive Business Development Lead Ognyan Vasilev, BMW was’’quick to shift gears’’ in times of crisis. ''BMW is using its digital infrastructure to adapt and evolve to changing customer preferences and behaviors, endlessly working to improve data, enhance remote service offerings, and streamline online processes. That’s what will put customer satisfaction and loyalty in drive'' (Geutner & Ognyan, 2020)
Threats
The Covid-19 pandemic hit heavily some of BMW’s biggest markets, like Europe, because there was an increase in the number of cases and the lockdowns were kept on. This led to a slow recovery and bad result for 2020 and for Q1 in 2021. (BMW Group, 2021)
OICA, International Organization of Motor Vehicle Manufacturers, states that the automobile industry has been showing a decreasing tendency  impacting even ’’further plans of expansion from automobile industry firm and decreasing of market share'' (OICA-International Organization of Motor Vehicle Manufacturers, 2020)
[image: ]
Source: (OICA-International Organization of Motor Vehicle Manufacturers, 2020)
Unemployment rates that are at high rates around the world could be a threat because customers could tend to save money to other important expenses due to the uncertainty generated by the Covid crisis.

BMW -Porter’s Five Forces- during Covid 19 pandemic
Power over customers
BMW have been invested into evolving the technology for greener automobiles, its focus being on lowering emissions and developing autonomous driving systems. BMW is focused on exceeding its customers hopes and this puts the company on the correct path for gaining market cut when we are speaking of the future of the automobile industry. They have incredible faithful customers and a strong example for this is the result they had on Q3,2020 which proves that despite the global economic situation, for the high-income market, BMW is a luxury good that’s worth having.
Rivalry among competitors
A big threat for the foreseeable future is the marketing that Tesla has for its newer models.  Because Tesla is managing a very strong marketing campaign, they represent a risk for BMW’s sales for a luxury good, a product that people aspire to have.
Potential of new entrants to the industry
Because of BMW’s market sales size and the fact that they developed intellectual property, BMW makes it difficult for companies that are low on sales to keep up the pace with of innovation or to set up standards that are as high as BMW’s.
Substitute products
When we are discussing the market of luxury cars, the substitute products threat (busses, trains, subways) is not important.  Especially more when we are discussing this in the context of Covid19 pandemic where a highly important requirement is to avoid crowded spaces and to respect social distancing.
Power of suppliers
The supply chain BMW has is quite diverse, they have plants in strategic points all over the world like the plant in Mexico, San Luis Potosi.  Because of the location, BMW benefits from the free trade agreement that us in place between the three north American Regions. 
They have a great power of negotiations over their suppliers and a good example in this scope is the incredible cost reduction that the corporation had done during the Covid 19 pandemic. (Guevara & Nunez, 2021)



Conclusion

Given all the information presented, we can deduct that BMW is a stable company that despite the negative effects of this pandemic has managed to adapt to the new global markets and is succeeding in keeping their customers loyal to their brand.

The society is adapting to the new reality and BMW has found ways to circle around the governmental restrictions and were able to give their customers what they needed by keeping innovation at its highest and continues to invest in research and development.
BMW Was able to surpass the expectations of their consumers which denotes that the company is perfectly aware of its value points and its forces. They managed to exploit their strengths and to exceed their weaknesses which therefore makes them prepared for the new reality post Covid. (Hofstatter, et al., 2020)









References
Bloomberg News, 2022. Bloomberg. [Online] 
Available at: https://www.bloomberg.com/news/articles/2022-01-13/bmw-hits-record-annual-china-sales-on-luxury-demand-ev-push
BMW Group, 2019. Annual Report 2019-Power of Choice. [Online] 
Available at: https://www.bmwgroup.com/content/dam/grpw/websites/bmwgroup_com/ir/downloads/en/2020/hauptversammlung/BMW-Group-Annual-Report-2019.pdf
BMW Group, 2020. BMW Group. [Online] 
Available at: https://www.press.bmwgroup.com/global/article/detail/T0307368EN/bmw-group-focuses-on-flexibility-and-solidarity-in-dealing-with-coronavirus-pandemic?language=en
BMW GROUP, 2020. BMW Group focuses on flexibility and solidarity in dealing with Coronavirus Pandemic. [Online] 
Available at: https://www.press.bmwgroup.com/global/article/detail/T0307368EN/bmw-group-focuses-on-flexibility-and-solidarity-in-dealing-with-coronavirus-pandemic?language=en
BMW Group, 2021. BMW Group- Annual Report 2020-Our Responsability. Our Future. [Online] 
Available at: https://report.bmwgroup.com/data/pdf/en/BMW-Group-Bericht-2020-EN.pdf
Dobrin, I. G., 2021. BMW GROUP ECONOMIC POSITION ANALYSIS IN THE. Journal of Public Administration, Finance and Law, pp. 1-5.
Geutner, J. & Ognyan, V., 2020. SalesForce. [Online] 
Available at: https://www.salesforce.com/blog/bmw-shifts-gears-during-pandemic/
[Accessed 06 January 2022].
Guevara, C. & Nunez, D., 2021. BMW AG Company Report. NOVA School if Business & Economics, 04 January, pp. 2-46.
Harrabin, R., 2020. Ban on new petrol and diesel cars in UK from 2030 under PM's green plan. BBC News, 18 November. 
Hofstatter, T. et al., 2020. Reimagining the auto industry’s future: It’s now or never. McKinsey& Company Automotive&Assembly, 27 October, pp. https://www.mckinsey.com/industries/automotive-and-assembly/our-insights/reimagining-the-auto-industrys-future-its-now-or-never.
International Monetary Fund , 2020. World Economic Outlook, October 2020: A Long and Difficult Ascent. [Online] 
Available at: https://www.imf.org/en/Publications/WEO/Issues/2020/09/30/world-economic-outlook-october-2020
Malpass, D., 2022. The World Bank. [Online] 
Available at: https://thedocs.worldbank.org/en/doc/cb15f6d7442eadedf75bb95c4fdec1b3-0350012022/related/Global-Economic-Prospects-January-2022-Foreword.pdf
OICA-International Organization of Motor Vehicle Manufacturers, 2020. OICA-International Organization of Motor Vehicle Manufacturers. [Online] 
Available at: https://www.oica.net/category/media-center/
[Accessed 07 January 2022].
The World Bank, 2020. Global Economic Prospects. [Online] 
Available at: https://www.worldbank.org/en/publication/global-economic-prospects
The World Bank, 2020. Global Economic Prospects. [Online] 
Available at: https://www.worldbank.org/en/publication/global-economic-prospects




2 | Page

image3.png
BMW Group sales YTD March 2020 at a glance

15t Quarter2020 | Compared with
previous year %

'BMW Group Automotive 4rm 206

BMW ! 41,809 201

MINt 64,449 34

'BMW Group electrified* | 30,692 +19

Rolls-Royce 853 212

BMW Motorrad 34774 99





image4.png
*in € million 2020 2019 Change in %
Revenes 98990 | 104210 50
Cost of sales W08 | 86,147 09
Gross profit 3582 | 1806 348
Sciling and administrative cxpenses 8795 | 9367 2
Other operating imcome and cxpenses 3 385 B
Profit before financial resull 830 7l 348
Financial resull 392 93 B
Profitloss before tax 503 (AL 266
Tncome taxes 1365 210 362
Profit from continuing operations 3857 i 3
Profitloss from discontinued operations - W B
Nt profit 3857 5022 )
Eamings per share (common stock in €) 57 747 333
Eamings per share (preferred stock in €) 575 749 )





image5.png
Sales/registrations of new vehicles in
countries represented in OICA

45000000
40000 000
35000000
30000 000
25000000
20000 000
15000000
10000000
5000000

o

38991568

2019

27779982

2020

Cumulative January - June

35603479

2021




image1.png
BMW Group

Report 2020

Combined Management Report

General Information and Group Profle

BMW GROUP LOCATIONS WORLDWIDE

Hesdguarters

United
Arth Eirses

K =

- 42

Russia

locations worldwide

. RS

Producton and
assembly plants

(v 13
: g t"_ i,

ations

Jg_

‘South Afics

New Zestand

& ing —

Nt s
‘Sales subsiisriesand
Financil Srvics
Indoresia® fre—

Austrla





image2.png
BMW Group revenues
Sa 1

weowe m2ows U2





