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The impact of Covid-19 on the current global automobile industry has been swift and vital. The exogenous shock caused by the pandemic has exacerbated the current downshift in the global demand. This is likely to increase merger and acquisition activities as the opportunities for consolidation within the industry emerge for private equity investors. The assignment seeks to outline the impact of the pandemic on the automobile industry while developing the survival and success factors in consideration to the megatrends within the industry. 
[bookmark: _Toc90303958]Impact of the pandemic on the automobile industry 
The Covid-19 pandemic has caused economic hardships and disruptions across the globe. From North America to Asia to Europe to South America no country has been spared the economic fallout and the effects that result from the virus. Likewise, almost all the sectors across the globe have been influenced by the pandemic and the global automobile industry is no different. Supply chain disruptions, factory closure and diminishing demand all having taken a toll on the automobile industry (Klein et al., 2021). The automobile industry has been influenced by the pandemic in a wide range of ways which entail the following: 
A decline in demand for vehicles
A wide range of measures have been put in place by various countries to contain the spread of the virus. This measures entail; implementing of curfews and closure of factories, dealerships and offices which have led to the dismissal of short-term workers. More so the automobile industry has been majorly influenced by the measures as most of the workforce has adopted remote working. This has led to a wider implication of diminishing demand for vehicles since there are fewer individuals driving to and from work. As a result, a decline in the sales of vehicles has been realised across the globe (Nayak et al., 2021). 
The decline in sales of vehicles was first realised in China in February 2020 where they plunged to 71%. The United States and Europe also realised a decline in sales in April 2020 where the sales dropped to 80% in Europe and 47% in the United States. Generally, a decline of 13.8% in the sales of vehicles was forecasted for the period of 2019-2022 (FAIST, 2021). This has been illustrated in the diagram below:
[image: Statistic: Worldwide motor vehicle sales growth between 2015 and 2020 | Statista]
(Source: FAIST, 2021)
Limited supply of vehicle parts
The Covid-19 pandemic influenced the development of various measures to curb the spread of the virus that had an impact on the global automobile industry. More so the delays with shipments due to an increase in the health and safety measures across various borders along with most production sites having to close their operations due to workforce protection and low demand from original equipment manufacturers also influenced the limited distribution of supplies within the automobile industry (Nguyen, 2021). The virus started in China where suppliers across the globe had to place their production lines in quarantine or shut them completely. This led to an economic trade impact being realised on various countries operating within the automobile industry across the globe. For instance, the European Union experienced a decline of $2.5 billion due to a decline in the parts and automobile exports from China (Statista, 2021). This has been illustrated in the diagram below:
[image: ]
(Source: Statista, 2021)
The global auto production heavily depends on China and with the shutting down of some of the production plants in the country, the assembling of original equipment manufacturers in Asia, Europe and North America was strongly influenced. This is because 2/3 of auto production in China was heavily influenced by shut down thus having a huge impact on the country’s suppliers. For instance, Hubei province in China that accounts for 9% of the country’s auto production and it had to disrupt supply chain until the recovery of the operations (Accenture, 2020). The diagram below illustrates the Chinese exports for accessories and vehicle parts:
[image: ]
(Source: Accenture, 2020)
Shutting down of manufacturing 
The pandemic has influenced the shutting down of production plants for original equipment manufacturers. This follows the decline in demand for vehicles, the challenges with parts supply and the safety of the workers. For instance, in China, most of the production plants were closed following the outbreak of the virus and there were no vehicles allowed to exit the assembly lines in Wuhan. As a result, the country experienced a contraction of 2% in its automobile manufacturing sector as of February 2020. Generally, a decline in the production of vehicles globally was realised in 2020 by 16% (Nayak et al., 2021). This has been illustrated in the diagram below:
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(Source: Nayak et al., 2021)
Decline in working capital
Companies within the global automobile industry have experienced a decline in the working capital following the Covid-19 pandemic. This is because the drop in the demand for vehicles led to a decline in the cash flows, yet salaries and short-term liabilities still needed to be settled by the companies. Therefore, cash reserves are likely to be exhausted as the companies survive the crisis. This leads to most companies within the industry having to bargain for higher credit lines with their banks for them to effectively survive the crisis (Klein et al., 2021). 
[bookmark: _Toc90303959]Developing the survival and success factors to the industry in consideration to the megatrends 
The current economic slowdown has hit the automobile industry fast and hard thus paving way to key industry trends like digitalisation and connectivity which are essential for the survival of businesses within the industry. They emphasize on the need to have easy to use and seamless human machine interface vehicles which has increasingly become significant as the new ecosystem evolves (Nayak et al., 2021). The survival and success factors of the automobile industry with regards to connectivity and digitisation entail the following: 
Embracing e-commerce
Businesses within the automobile industry were among the few businesses across the globe that had restricted the gravitational pull for online buying amid the pre-Covid-19 period. However, the Covid-19 pandemic led to stay at home and lockdown orders being initiated in a wide range of countries to help curb the spread of the virus. This led to a shift in the behaviour of customers as more individuals had to focus on online purchases. As a result, a vital opportunity was presented to the businesses within the industry to shift towards e-commerce (Nguyen, 2021). 
As a result, consumers will be able to browse vehicles online while they visit the brick and motor dealerships for making their final purchases. This is an opportunity for the automobile industry to ramp up its digital selling capabilities towards matching the current conditions within the automobile market (Accenture, 2020). 
Driving efficiency
Driving efficiency focuses on the development of better and more digital communication channels within the automobile industry. This is aimed at allowing the consumers to remotely access the pricing details, schedule home deliveries and arrange financing. Chatbots have a key role to play as digital communication channels. They are aimed at increasingly handling complex interactions within businesses in the automobile industry while they allow a lot of tasks to be handled within the businesses with fewer resources (Wedeniwski, 2015).  
The adoption of digital communication channels will play a vital role in enabling businesses within the automobile industry to keep in contact with their homebound customers thus minimising the closure of the businesses. This is because the utilisation of the digital communication channels such as live broadcasts will help in compensating the trade fairs that have been cancelled within the industry. More so they will also reinforce the perception of the brands as they outline their commitment towards solving the global pandemic (Irawati, 2011). 
Process automation is also a vital aspect in driving efficiency within the industry through enabling businesses to execute difficult tasks within their remote environment. These tasks entail; ticket requests, contract reviews and on boarding of new employees. For instance, the adoption of the e-Signature products within the automobile industry is increasingly rising thus enhancing the completion of the sale of end-to-end cars at home. This is a vital opportunity for the industry to make touch less experiences a norm while developing an easier and user-friendly process for the buyers (Wedeniwski, 2015).  
Upgrading the underwriting process
The current economic climate has led to the need for developing a data driven approach for the lenders to new loans for businesses within the automobile industry. Therefore, touch fewer underwriting processes must be introduced on a large scale to aid in the processing of more loan applications within a short period of time and with less human intervention. This makes it essential for the lenders to employ tools that use predictive analytics and AI for segmenting the borrowers above specific risk thresholds and with greater accuracy to continue the issuing of credit with responsibility (Irawati, 2011). 
Furthermore, open banking along with access to data will also have the potential to influence the auto loan underwriting process. For instance, having access to the transaction history of the borrowers grants the lenders the ability to determine whether they can offer credit or not. As a result, they can extend credit for customers within the automobile industry for a long time (Klein et al., 2021).   
Maximising virtual interactions
The Covid-19 pandemic influenced the cancellation of auto shows and conferences as a measure to curb the spread of the virus. This paved way for vehicles being launched online with businesses such as Hyundai unveiling their auto shows through Livestream. This led to many customers viewing the company’s online video campaign without having to be exposed to the virus (Wedeniwski, 2015). 
The maximisation of virtual interactions poses an opportunity for businesses within the automobile industry to undertake their auto shows and conferences through Livestream. This presents an opportunity for many individuals to view the online videos displayed by the businesses at the comfort of their homes or workplaces without having to physically access the physical showrooms of the businesses. It promotes convenience while helping in the curbing of the spread of the virus (Nayak et al., 2021).  
[bookmark: _Toc90303960]Conclusion 
The Covid-19 pandemic has led to companies within the automobile industry having to rethink their short-term playbook on the redefinition of mobility at the present and in the future. The pandemic has influenced the industry in a wide range of ways which entail, declining the demand for vehicles, shutting down of manufacturing, declining the working capital and limiting the supply of vehicle parts. The influences have placed pressure on the industry to shift its gears towards effectively navigating the bumpy road developed by the pandemic while being able to face what lies in the future. As a result, various factors have been outlined in consideration to the mega trends within the industry for the success and survival of the industry. These factors entail, embracing e-commerce, driving efficiency, upgrading the underwriting process, and maximising virtual interactions.  
[bookmark: _Toc90303961]References
Accenture. (2020). Impact on the Automotive Industry: Navigating the Human and Business Impact of COVID-19. 
FAIST. (2021). Covid-19’s impact on the automotive industry worldwide. Available at: https://www.faistgroup.com/news/covid-19-impact-automotive-industry/  [Accessed 13 December 2021]. 
Irawati, D. (2011). Knowledge Transfer in the Automobile Industry. Hoboken: Taylor & Francis.
Klein, C. et al. (2021). The impacts of the COVID-19 crisis on the automotive sector in Central and Eastern European Countries. OECD Economics Department Working Papers No. 1658.
Nguyen, A. (2021). Impact of good supplier relationship during the COVID-19 crisis. A case study of the German automotive industry.
Nayak, J. et al. (2021). An impact study of COVID ‐19 on six different industries: Automobile, energy and power, agriculture, education, travel and tourism and consumer electronics. Expert Systems. 
Statista. (2021). Estimated trade impact of the coronavirus (COVID-19) epidemic on the automotive sector as of February 2020, by market. Available at: https://www.statista.com/statistics/1103657/economic-trade-impact-of-covid-19-on-the-auto-industry-by-market/ [Accessed 13 December 2021].  
Wedeniwski, D. (2015). The Mobility Revolution in the Automotive Industry. Berlin, Heidelberg: Springer Berlin Heidelberg.
image4.png
1o

100

°
]

°
2 R

u uonanposd aj qowoirty.

60





image1.png
Worldwide motor vehicle sales growth between 2015 and 2020

10%

5%

- L]
H
3
5%
-10%
15%
2015-2016 2016-2017 2017-2018 2018-2019 2019-2022
Source. Additional Information:
OICA

Worldwide; 2016 to 2020
©Statista 2021




image2.png
European Union

United States

South Korea.

© 250 S0 750 1000 1250 1500 1750 2000 2250 2500 2750 3.

Economic trade impact in million U.S. dollars




image3.png
Global Network: Chinese exports of vehicle parts and

accessories.
[inUSD billion]

u
2
o

7

Us is most exposed
to China’s export
disruptions

a2

;
i =

Japan Medco

7

12

South Kores




