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Three Trends Reshaping the Auto Industry’s Landscape

Development
Restructuring 
of the Legacy 
Industry

Growth of the 
Emerging 
Industry

Development 
of New 
Business 
Models
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Restructuring of the Legacy Auto Industry

Continued restructuring of troubled suppliers
Consolidation within product segments, but 
no overall consolidation trend
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Fast growth in fuel efficiency and emissions 
products
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improvement in industry economics
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Growth of the Emerging Auto Industry

Strong suppliers build-out global footprint  
through cross-border M&A 
New entrants acquire depreciated legacy tr
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Consolidation of domestic Chinese suppliers
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New Business Models

Technological innovation in alternative 
propulsion, new energy infrastructure, tr
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We are in an era of 
massive structural change!g
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Implications for Decision Makers

Industry landscape shifting rapidly from static

Strategic Financial

Industry landscape shifting rapidly from static 
and simple to dynamic and complex

Sharp profit rebound probable with recovery as 
radical cost‐cutting  greatly reduced breakevens

Simple consolidation are arguments suspect:   
expect continued churn as legacy companies 
combine and new entrants emerge

Potential disruptions – for example, the electric 
car  ‐ are impossible to predict and thus 
demand a flexible business model

Longer‐term, legacy industry returns likely 
remain compressed ‐ government intervention  

i d th t t b i i i i ta reminder that auto business is quasi‐private

Globalization is an imperative to (1) participate 
in profit opportunity and (2) defend against 
new entrants
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Industry landscape shifting rapidly from static Big restructuring wave is over but financial

Strategic Financial

Industry landscape shifting rapidly from static 
and simple to dynamic and complex

Sharp profit rebound probable with recovery as 
radical cost‐cutting  greatly reduced breakevens

Big restructuring wave is over, but financial 
restructuring will remain a permanent feature of 
landscape as companies must adjust continuously to 
new industry dynamics

Continued balance sheet repair essential as 
Simple consolidation are arguments suspect:   
expect continued churn as legacy companies 
combine and new entrants emerge

Potential disruptions – for example, the electric 

economic crisis underscored the necessity of a 
conservative capital structure for a deeply cyclical 
and capital‐intensive industry

Financing window has reopened near‐term, but 
capital generally scarce and expensive for auto

car  ‐ are impossible to predict and thus 
demand a flexible business model

Longer‐term, legacy industry returns likely 
remain compressed ‐ government intervention  

i d th t t b i i i i t

capital generally scarce and expensive for auto 

Valuations will remain low given investor wipe‐out 
and government intervention

Distress‐related M&A could present attractive 
opportunities for strong incumbents, new entrants 

a reminder that auto business is quasi‐private

Globalization is an imperative to (1) participate 
in profit opportunity and (2) defend against 
new entrants

pp g ,
and to lesser extent, financial investors

Cross‐border M&A an increasingly important growth 
strategy – can’t be a domestic auto company in auto 
anymore
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