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It’s Time for the
Auto Industry to Reset 
Expectations



While underlying demand remains strong, we expect continued geopolitical 
and economic uncertainty to stall the auto industry’s recovery 

Sources: IHS Markit; BCG analysis.

New vehicle sales were down nearly 12% year over year for 
the first half of 2022 due to the impact of the war in Ukraine, 
COVID-based shutdowns in China, and ongoing 
semiconductor shortages. 

While we expect supply constraints to ease in some semiconductor 
categories through 2023, vehicle demand may be tempered due to 
other factors, including continued inflationary pressures, rising 
interest rates, eroding consumer confidence, and ultimately a 
slowdown in GDP growth. In the near term, pent-up demand will 
help offset the impact of these factors.

Amid the turmoil, auto companies should 
seize the opportunity to transform 
themselves for the future. 

Four key imperatives: 

· Transform your operating model for a 
sustained lower-volume, higher-uncertainty 
environment

· Build more resilient supply chains to adapt 
to emerging risks and geopolitical 
uncertainty 

· Win together: forge targeted partnerships 
with OEMs and suppliers

· Accelerate innovation and optimize for both 
the current and expected environments



Early signs indicate that the semiconductor supply will remain tight through 2023, 
but some easing will follow

Sources: BCG IC model forecast; BCG analysis.
Note: Semiconductors are purchased one quarter before the actual end-market sales year. Demand forecasts are determined by expected demand of representative industries. Supply forecasts are determined by foundry capacity. Semiconductor memory 
devices not included in this analysis. 

140

0

2018–2019
Baseline market cycle

2020–2021
Demand shock

2022–2023
Ongoing supply issues likely

Q1–Q2 2020
Demand dip

Supply

Demand outlook
(no easing)
Demand outlook
(with easing)

Demand < Supply
Demand > Supply

Demand

SEMICONDUCTOR DEMAND AND SUPPLY, INDEXED TO THE QUARTERLY AVERAGE OF 2018

2018

Demand: 100
Supply: 100
(Baseline)

2019

Demand: 99
Supply: 101

2020

Demand: 99
Supply: 103

2021

Demand: 118
Supply: 106

2022 2023

The demand outlook for the 
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The global economy has slowed, especially in Europe

Sources: World Bank; BCG analysis.
1China's 3.8 percentage-point decrease in GDP growth from 2021 to 2022 reflects economic uncertainty and the effects of pandemic restrictions.
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China Europe is being significantly 
affected by high inflation, energy 
challenges, and rising interest 
rates, all of which is dampening 
growth forecasts.

The region is facing many 
structural challenges, which raise 
more questions about its outlook 
over the long term compared to 
other regions. These include: 

· Unfavorable demographic trends
· Productivity declines
· Fiscal tightening
· Ongoing weakness in Eastern EU 

(no vehicle recovery expected 
before 2030)

World Bank forecast (January 2022/June 2022)
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China’s auto market has been hit hard by COVID-related lockdowns

Sources: National Bureau of Statistics of China; China Automotive Association (April 2022); MarkLines; BCG analysis.

...as lockdowns led to retail and supply chain shocks

Drastic reduction in dealership activity
· Approximately 30% of dealerships in China were 
shut down in April; 60% of shuttered dealerships 
were closed for more than 1 week

· In Shanghai and Changchun, dealerships were 
closed for ~2 months

Significant supply chain disruption
· Shanghai accounts for more than 10% of 
national vehicle production

· Manufacturing bases of key auto suppliers (such 
as Bosch, Continental, and Infineon) are based 
in or around Shanghai

Passenger vehicle sales were substantially lower
in the first half of 2022...

0

50

–50
May
2021

Jan
2022

Jul
2022

6 3 0
–8

–14
–13

–13 –15

914

–4

–10
–16

–39

–22

Lockdown begins in Changchun, March 11
Lockdown begins in Shanghai, April 1
Manufacturing and logistical operations partially resume in Shanghai, May 1
Lockdown lifted in Changchun, May 27

Sporadic COVID-19 outbreaks occur across 19 provinces, February 2022

(% CHANGE, YOY) 

Lockdown lifted in Shanghai, June 1



And despite stimulus, short-term growth is unlikely to persist in China

Sources:  National Bureau of Statistics of China; China Real Estate Information Corporation; BCG analysis.
1From 10% to 5%.

The government stimulus package could boost 
demand and ultimately accelerate the proportion of 
electric vehicles produced

Nevertheless, consumer confidence will continue to 
be mixed in 2022 and beyond, suggesting that the 
growth cycle in 2021 will be short lived

reduction in the vehicle-purchase tax through 20221

50%

subsidy for battery electric vehicle purchases in 2022

RMB 10,000
decrease in consumer confidence between January (121.5) and 
April 2022 (86.7), with the index rising only slightly through June 
(neutral = 100)

~35 pt

drop in home sales in July 2022 for China’s top 100 developers, 
compared to the same period a year before

~40%

passenger vehicles added to Shanghai’s quota system 
(other cities expected to follow)

40,000



The auto industry has likely reached the peak of pent-up demand 

Sources: IHS Markit; BCG automotive semiconductor model (July 2022); BCG pent-up demand forecast (July 2022); expert interviews; BCG analysis.
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Forecast

Production is unlikely to recover to prepandemic levels in the foreseeable future…

Sources: IHS Markit; BCG analysis.
Note: This analysis includes IHS forecast data taken from 2019, baseline data from December 2020, and updated BCG analysis from July 2022. Figures are rounded.
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…with Europe in particular showing only a slow recovery of production volume

Sources: IHS Markit; BCG analysis.
Note: This analysis includes IHS forecast data taken from 2019, baseline data from December 2020, and updated BCG analysis from July 2022. 2021 forecasts are actuals as of April 2022 with correction for reporting delays. Figures are rounded.
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Therefore, automakers should take the following actions to navigate continued 
market challenges

Transform your operating model 
for a sustained lower-volume, 
higher-uncertainty environment

· Take a zero-based budget 
approach to your cost structure, 
planning for the worst and 
dramatically reducing break-even 
point 

· Develop next-generation digital 
capabilities (such as AI and 
automation) to eliminate waste 
and do things faster, cheaper, 
better 

· Realign pricing and commercial 
construct to better capture value 
created (both with end 
consumers and between OEMs 
and suppliers)

Build more resilient supply 
chains to adapt to emerging 
risks and increasing geopolitical 
uncertainty 

· Reconfigure demand and supply 
planning processes to drive 
greater accuracy and better 
evaluation of tradeoffs

· Leverage data and AI to unlock 
efficiencies and evaluate, monitor, 
and react to risks in new ways

· Institutionalize enterprise-wide 
scenario analysis, contingency 
planning, and crisis-resilience 
capabilities 

Win together: forge targeted 
partnerships with OEMs and 
suppliers

· Develop more robust 
longer-term demand and supply 
forecasts and increase level of 
transparency throughout the 
value chain

· Balance the need to push for 
incremental cost efficiencies 
with maintaining long-term 
relationships and incentives for 
coinvestment

· Explore new forms of strategic 
partnerships to create needed 
scale, secure new technologies, 
and ensure supply chain 
security 

Accelerate innovation and 
optimize for both the current 
and expected environments

· Focus: ensure laser-like clarity 
on what you stand for and how 
you will create sustained value

· Challenge everything: shake up 
the status quo and ruthlessly 
reinvent for advantage (e.g. 
business model, op model, and 
path to net zero)

· Break free from traditional 
talent models, ways of working, 
and cultural constraints to 
attract the talent needed to win 
in new mobility  

· Double down on efforts to 
redesign select components 
and systems to reduce the 
reliance on scarce resources 

Source: BCG analysis.
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Disclaimer
The services and materials provided by Boston Consulting Group (BCG) are subject to BCG’s Standard Terms (a copy of which is available upon request) or 
such other agreement as may have been previously executed by BCG. BCG does not provide legal, accounting, or tax advice. The Client is responsible for 
obtaining independent advice concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking to update 
these materials after the date hereof, notwithstanding that such information may become outdated or inaccurate.
 
The materials contained in this presentation are designed for the sole use by the board of directors or senior management of the Client and solely for the 
limited purposes described in the presentation. The materials shall not be copied or given to any person or entity other than the Client (“Third Party”) without 
the prior written consent of BCG. These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary and 
may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any Third Party to, rely on these materials for any 
purpose whatsoever. To the fullest extent permitted by law (and except to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability 
whatsoever to any Third Party, and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the services, this 
presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of this document shall be deemed agreement with and 
consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on or construed as such. Further, the 
financial evaluations, projected market and financial information, and conclusions contained in these materials are based upon standard valuation 
methodologies, are not definitive forecasts, and are not guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG 
by the Client. BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or operating assumptions 
will clearly impact the analyses and conclusions.

The situation surrounding COVID-19 is dynamic and rapidly evolving, on a daily basis. Although we have taken great care prior to producing this presentation, 
it represents BCG’s view at a particular point in time. This presentation is not intended to: (i) constitute medical or safety advice, nor be a substitute for the 
same; nor (ii) be seen as a formal endorsement or recommendation of a particular response. As such you are advised to make your own assessment as to the 
appropriate course of action to take, using this presentation as guidance. Please carefully consider local laws and guidance in your area, particularly the most 
recent advice issued by your local (and national) health authorities, before making any decision.


