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We recently developed a comprehensive model  
to analyze these shifts and how they will affect 
value pools in the global automotive and mobility 

industry between now and 2035. (Our analysis included 
only cars and light trucks, not heavier commercial vehi-
cles.) Key findings include:

• Total value pools—including both revenue and profit—
will increase dramatically by 2035 (to $8.3 trillion and 
$524 billion, respectively), and overall profit margins for 
the industry will increase to 6.3% (after a temporary drop). 

• Despite this growth, profitability from traditional business 
models will gradually decline through 2035. Profits from 
the sale of internal combustion engine (ICE) vehicles—
including plug-in hybrid vehicles (PHEVs)—will see the 
steepest drop, contracting by more than 60%.

• Virtually all revenue and profit growth in the industry 
will be concentrated in a small number of emerging 
segments: battery-electric vehicles (BEVs), autonomous 
vehicles (AVs), the components and software for BEVs 
and AVs, and on-demand mobility (ODM).

How to Profit in Tomorrow’s 
Automotive and Mobility Industry

Is the traditional business model in the automotive industry—centered 
around selling combustion-engine vehicles through franchise dealer-
ships—running out of gas? New technology, changing customer prefer-
ences, upstart mobility players, and other factors are all creating radical 
disruptions. The changes themselves are not a secret. What is surpris-
ing to many executives is the sheer scope and speed of the changes 
underway, and the amount of money at stake in certain domains.
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• The decline in classic profits will be particularly pronounced 
in developed auto markets like the US and Europe that  
do not see any further growth in total vehicle sales.

Our findings should serve as a wake-up call for manage-
ment teams at automotive and mobility players—both 
incumbents and new market entrants. Companies have a 
narrow window of opportunity in which to get ahead of the 
disruptions, by identifying and capitalizing on those seg-
ments of the market that will grow. Management teams 
can still run successful, profitable businesses in the auto-
motive and mobility industry, provided they take bold, 
proactive steps to rethink how they design, build, sell, 
maintain, and operate vehicles.

Quantifying How Disruptions Will Affect Both 
the Top and Bottom Line

For more than a century, the business model in the auto-
motive industry has been relatively unchanged. Incumbent 
companies develop, produce, and sell cars powered by 
ICEs, service them, and then repeat that process with the 
next design cycle. But just about every aspect of that mod-
el is now in flux.

After more than a century of stability, almost every 
aspect of the traditional auto industry business 
model is changing.

BEVs are displacing gasoline- and diesel-powered cars 
(including PHEVs). New mobility providers give people 
alternatives to traditional car ownership—particularly in 
cities—such as ride-hailing apps, car-sharing services, and 
micromobility programs that offer shared bicycles and 
scooters. Sales models are evolving from traditional dealer-
ships to online or direct purchases and new formats, such 
as car subscriptions. And autonomous vehicle (AV) tech-
nology is gaining ground. Some industry experts question 
whether these changes are as disruptive as they seem. We 
believe there is a real risk in underestimating the level of 
disruption underway. (See “Debunking Three Myths About 
the Mobility Industry’s Future.”)

To compete, companies need to understand the speed and 
scope of change, starting with the product itself but also 
how it is being purchased and used, as well as additional 
services around the product. To that end, we built an in-
depth market model to analyze these changes in the 
automotive and mobility industry and their implications on 
financial performance. We considered two broad categories 
of profit pools.

• Classic profit pools include those linked to traditional 
business models that have been around for a long 
period of time: sales of ICE and PHEV vehicles and the 
components related to them, post-sale service for these 
vehicles, and the finance and insurance segments for all 
types of vehicle (ICE, plug-in, hybrid, and BEV).

• Emerging profit pools include non-traditional vehicles—
both battery-electric and autonomous—the underlying 
components and software in those vehicles, the new 
types of aftermarket sales and service they require (in-
cluding EV charging), and on-demand mobility (including 
ride-hailing apps, car-sharing services, robo taxis, and mi-
cromobility options such as shared bikes and scooters).

Our analysis points to several key findings.

The overall industry will grow dramatically. First, the 
good news. The industry will continue to grow, with total 
revenue worldwide increasing from $5.1 trillion in 2021 
to $8.3 trillion in 2035. Overall profits will rise in tandem, 
from $310 billion to $524 billion, a compound annual 
growth rate (CAGR) of 4%.

However, as Exhibit 1 shows, most of that growth will come 
from emerging profit pools, which we project to increase 
almost tenfold. At the same time, classic pools—ICE-pow-
ered vehicles and associated services—will actually con-
tract about 17%, from $278 billion to $231 billion.

Sales growth for new vehicles will slow. Underpinning 
these shifts are two central factors. First, after decades 
of increases in the overall number of new cars sold world-
wide, sales growth will slow and volume will plateau at 
approximately 107 million units by 2035. (See Exhibit 2.) 
Already, some markets are seeing a deceleration—or even a 
decline—in new vehicle sales. In addition to market satura-
tion, demographic changes mean a reduction in the number 
of potential car buyers in many markets. A substantial group 
of people are considering giving up their private cars entirely, 
relying purely on on-demand mobility options.

Underpinning this shift is a central factor: the share  
between private and commercial car buyers will change.  
In our analysis, about 9.5 million vehicles sold in 2035 will 
go to shared, on-demand mobility providers such as 
ride-hailing services and autonomous robo taxis.

https://www.bcg.com/publications/2021/european-mobility-transportation-trend
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Exhibit 1 - Emerging Profit Pools Will Drive Overall Growth and Margin
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Exhibit 2 - Decades of Growth in New Car Sales Will Come to an End
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In our conversations with automotive experts, we hear 
several arguments that the current changes underway in 
the industry may not be as profound as they seem. We 
believe that these are myths preventing people from taking 
sufficient action in response to current changes. These fall 
into three broad categories.

Myth: Battery-electric vehicles (BEVs) will cause 
profits in the auto industry value chain to shrink 
dramatically.

Our analysis shows that overall profitability for both OEMs 
and component manufacturers will dip in the near term 
due to the massive investments required and the fact that 
these components are not as far along in the learning and 
cost-reduction curves. But ultimately, profits will increase 
over the long term.

As highlighted in this article, industry profits will face a 
variety of influencing forces in the future, but it is worth 
isolating the effect of electrification on profits. Many classic 
powertrain-related parts will no longer be needed, and 
related profit pools such as after-sales service will shrink. 
But demand for other products, like tires or steering com-
ponents, will remain just as strong. In addition, BEV power-
train-related components, such as batteries, e-motors, and 
inverters, are becoming core value drivers and will experi-
ence tremendous growth over the next years, thanks to 
increasing BEV adoption in vehicles sales and vehicle parc. 
Scale and correlated cost reduction for BEV powertrain 
components is a key driving factor here (while ICE power-
trains experience it as a reversing factor—declining vol-
umes paired with increasingly demanding emission re-
quirements and correlated cost for ICE powertrains). By 
2035, new BEV car sales units and profits will have out-
paced those of classic new car sales.

Myth: Shared and on-demand mobility services 
are just a temporary—and unprofitable—blip 
that will disappear over the long term.

Most providers are not yet profitable, but the path to  
profitability will become clearer over time, due to industry 
consolidation among players across the value chain,  
increasing fleet utilization, better-suited vehicle and service 
design, and—critically—regulatory and policy support 
from governments. In particular, government measures 

that make privately owned vehicles less attractive (such as 
fees, outright bans, parking that is less available or more 
expensive) will make on-demand mobility more attractive. 
Another factor will be the introduction of autonomous 
vehicles, enabling robo taxi services. Drivers are currently 
the biggest cost for ride-hailing services. Once vehicles are 
automated, costs will go down, usage rates will increase, 
and profitability will rise dramatically.

Myth: Autonomous vehicles will never become 
technologically feasible. But if they do, they  
will immediately replace traditional, driver- 
operated vehicles.

We believe the answer lies somewhere in the middle. 
Given the range of companies developing autonomous 
technology and the progress achieved thus far, it is only a 
matter of time before AVs are operational. Initially, they 
will be limited to commercial applications in closed-loop 
routes—such as people movers on predesignated tracks in 
cities—but as the technology advances, applications will 
expand to other operating environments. At the same 
time, autonomous operations in private vehicles will con-
tinue to advance. Already, level 3 and 4 technology is being 
adopted for specific applications such as highways and in 
stop-and-go traffic.

Deploying AVs in an area requires extensive preparations, 
such as mapping streets and incorporating local particulari-
ties into the control algorithms. Therefore, AV service  
providers will roll out their services on a cautious, city-by-city 
approach, with strict geographic boundaries and weather 
constraints. Within five to seven years of commercial launch, 
we expect the global robo taxi fleet to grow to 1.5 million 
vehicles globally. That may seem high, but it equates to a few 
hundred thousand new robo taxis each year, which is less 
than 1% of the global sales volume for new cars.

Longer term, even after AVs become operational, they  
will not replace other vehicles en masse for several  
reasons. Many rural areas with low population density  
lack attractive business economics to support autonomous 
operations, leaving drivers in those regions highly reliant 
on private car ownership for years. Even in cities, many 
governments will set operational limits to avoid a whole-
sale shift away from public transit systems.

Debunking Three Myths About the Mobility 
Industry’s Future
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Three Major Trends Are Changing the Game

As noted above, on-demand mobility is only one of three 
trends triggering massive shifts in the industry’s profit 
pools, along with electrification and automation. To under-
stand the speed and scope of this disruption, we look at 
each trend separately. (See Exhibit 3.)

BEVs will dominate and drive profits. Worldwide, we 
are already seeing broad adoption of electric vehicles in 
most major markets. In countries like Norway, BEVs and 
PHEVs already make up the vast majority of new car sales. 
A confluence of trends will further push adoption of plug-
in vehicles, including lower-cost manufacturing through 
scaled production of both cars and battery packs, greater 
vehicle range, more convenient charging infrastructure, 
and stricter emissions regulations. By 2035, BEVs will com-
prise nearly 60% of worldwide new car sales. At the same 
time, the shift to BEVs will lead to an increase in industry 
profitability from new car sales (NCS), from $122 billion in 
2021 to approximately $135 billion in 2035.

On-demand mobility will become far bigger and 
more profitable. The use of on-demand mobility services 
is steadily increasing, and that will likely continue, gradu-
ally decreasing reliance on personal cars, taxis, and public 
transport. By 2035, we project that about 23% of all megac-
ity trips will happen through shared, on-demand mobility 
offerings (up from just 8% in 2021). Moreover, we expect 
on-demand mobility to become the second biggest profit 
pool in the industry, with total profits reaching $82 billion, 
nearly six times as large as today. Within the on-demand 
mobility segment, robo taxis will eventually become by far 
the biggest profit pool with $61 billion by 2035.

Autonomous vehicles will become a key factor in 
profitability. AVs will have a big impact on future urban 
mobility and likewise on profits for the industry—factoring 
in private vehicle sales and, more relevant, on-demand 
mobility providers. The first years of robo taxi operations 
will not be profitable as scale is required to recoup the 
immense upfront investments into AV technology, but we 
expect AV vehicle and AV component sales to be profitable 
at an earlier stage. By 2035 we expect these two categories 
to account for $13.4 billion and $5.8 billion, respectively.

As classic auto industry profit pools decline in 
response to new technologies, companies that can 
pivot to emerging pools will be rewarded.
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Exhibit 3 - Three Converging Trends Will Disrupt the Industry

https://www.bcg.com/publications/2020/how-autonomous-vehicles-can-benefit-urban-mobility
https://www.bcg.com/publications/2022/update-on-shared-autonomous-electric-vehicles-market
https://www.bcg.com/publications/2022/update-on-shared-autonomous-electric-vehicles-market
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A Dramatic Shift to Emerging Profit Pools

Overall, there is a dramatic swing in profitability for the 
industry, away from classic pools that incumbents have 
long dominated and in favor of emerging pools—particu-
larly BEVs, AVs, and on-demand mobility. Understanding 
the composition of this shift more granularly is critical for 
industry leadership teams to make targeted decisions. For 
example, although the classic NCS profit vertical will plum-
met from $120 billion in 2021 to $47 billion in 2035, this 
development is mainly driven by declines of pure ICE 
vehicles (−95% for diesel and −89% for gasoline). In the 
other direction, the $67 billion increase of on-demand 
mobility profits by 2035 will be predominantly driven by 
robo taxi services. All other on-demand mobility modes 
combined will make up only about a quarter of the total 
profits for that segment in 2035. (See Exhibit 4.) This analy-
sis includes cannibalization effects between new mobility 
modes (for example, robo taxis replacing manual ride-shar-
ing due to lower operating costs).

It is crucial not to remain overly reliant on declining profit 
pools. Those that adapt will be rewarded: growth in emerg-
ing profit pool buckets will more than compensate the 
losses in classic profit pools. This is especially true for 
regions with stagnating vehicle sales where overall industry 
growth is limited, such as Europe and North America. By 
2035, emerging profit pools will constitute 56% of total 
global industry profits.

Geographic Differences in the Future Outlook

Another key aspect of our research shows how the speed 
of change and urgency of action vary across regions. While 
profits in the US and China grow at a similar pace, they 
show differences in growth composition over the years—
especially regarding the start of classic profit pool decline. 
This decline has begun now in the US and is set to begin 
after 2025 in China. Europe, in contrast, will see slight 
overall profit growth. (See Exhibit 5.)

The US will see strong growth in on-demand mobil-
ity, including from autonomous vehicles. In the US, 
sales of new cars with traditional ICE powertrains (along 
with plug-in hybrids) will decline sharply to approximately 
one-third of current levels, with total sales of all vehicles 
virtually flat after 2025. New profits will grow rapidly to 
comprise a larger share of overall profits, while classic 
pools contract. By 2035, 65% of all profits will come from 
new pools, due to broad adoption of BEVs and AVs, par-
ticularly for robo taxi services. The on-demand mobility 
segment overall will show faster growth—and generate a 
larger profit pool—than in any other region, to $39 billion, 
as providers roll out new offerings across major US cities.

Europe will see the highest rates of BEV adoption. 
Europe will see an even bigger decline in traditional ICE 
vehicles long-term (somewhat temporarily compensated 
by growth in PHEV sales through 2024). Environmental reg-
ulations and ambitious efforts from OEMs will push BEVs 
to make up 93% of new car sales by 2035 (or even more, 
according to recent announcements by the European 
Union). That growth will create profit pools of $21 billion 
from BEV sales, plus another $15 billion in services (in-
cluding an attractive charging market). Overall, new profit 
pools from BEVs, AVs, and on-demand mobility will make 
up nearly 60% of total industry profits. 

China will remain the biggest overall contributor to 
industry profits. China will see the smallest decline in 
classic profit pools. Continued economic development and 
increasing per-capita vehicle sales will mean that tradi-
tional profit pools will continue to grow through roughly 
2025—and remain approximately in line with their current 
levels by 2035. Profits from the sale of ICE cars and PHEVs 
will decline by more than half, but the finance and insur-
ance market will make up most of the difference, as that 
segment sees dramatic growth due to continued increases 
in vehicle sales, higher vehicle prices, and increasing pene-
tration of financial services.

Yet, as in both the US and Europe, the biggest opportunity 
lies in emerging profit pools as BEV adoption grows. We 
see tremendous growth in profits from BEV sales ($25 
billion in 2035) and BEV powertrain components ($8 bil-
lion). Likewise, software components will have become a 
significant profit pool ($8 billion) as will new aftermarket 
sales and services ($23 billion), driven mainly by digital 
services within and around the car, such as infotainment 
and over-the-air updates. In 2035, around 58% of total 
industry profits will be captured by emerging profit pools.
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Classic profit pools ($ billions)
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Exhibit 4 - Profits in 2035 Will Shift to Emerging Pools

Source: BCG analysis.

Notes: Colored bubbles show 2035 profit pool size; dotted lines indicate 2021 profit pool size. Colored numbers in parentheses indicate changes 
in profit pool size in $ billions. Negative profits excluded.
1Includes labor.
2ADAS = Advanced driver-assistance systems.
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Seven Ways for Companies to Proactively Adapt

Once leadership teams understand the speed and magnitude 
of change at the industry level, the next question is how they 
can prepare. There is no universally applicable solution. 
Business leaders and strategists should reflect on how much 
of their business is at risk, and how they can reposition into 
higher-growth areas. Based on our experience working with 
leading automotive and mobility players, we have defined 
seven principal plays. (See Exhibit 6.) Each targets different 
profit pools and requires varying capabilities, but all have one 
aspect in common: tremendous profit potential.

Components. This play summarizes both classic and 
emerging components and is already both sizeable and 
highly profitable today. In our analysis, the profit pool for 
components is expected to reach $121 billion by 2035. 
However, component manufacturers face varying degrees 
of exposure to profit-pool shifts. A supplier of seating 
systems does not care too much about ICE vehicles being 
replaced by BEVs, but a supplier of ICE components such 
as fuel-injection systems will be profoundly disrupted. 
 

Companies pushing this play need to identify emerging 
component fields with long-term demand. For example, a 
camshaft supplier might look closely at the market for BEV 
powertrain components or other adjacent fields. In parallel, 
a component supplier might look to enter new geographic 
markets or expand into new industries (such as offering 
BEV components not only for light vehicles but also for 
other types of vehicles or even stationary products). 

Electric vehicles. Electrification is the ultimate disrupting 
force in the industry right now. It draws competition from 
traditional OEMs and suppliers, newcomers and startups, 
and adjacent incumbents such as energy companies—and 
is expected to reach a total profit pool size of $140 billion 
by 2035. Success in this play can come through different 
strategies, such as serving the mass market by producing 
EVs in volume versus developing purpose-built EVs for spe-
cific applications. Players can develop cost-efficient standard 
equipment (for example, e-motors, batteries, inverters) or 
capture a premium niche with high-performance or custom-
ized versions of those products. They can even pursue an 
orchestrator role in the EV ecosystem approach—for exam-
ple, by taking an active role in EV charging.
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Exhibit 5 - Industry Profits Are Strongest in China

Source: BCG analysis.

Note: Negative profits excluded from total industry profits.



BOSTON CONSULTING GROUP 9

Classic profit pools Emerging profit pools

57

3

1 Component play: $121 billion 5 On-demand mobility play: $82 billion

2 EV play: $140 billion 6 Car-related services play: $90 billion

3 Software play $49 billion 7 Sunset play: $92 billion

4 AV play: $85 billion

New car sales
(BEV, AV)

Manual BEV

Robo taxi

Private AV

Financing
and insurance

Loans

Leasing

Subscription

Insurance

New components
(EV, AV, SW)

BEV
powertrain

ADAS (L0-3)

AV (L4&5)

Software

New after-sales
and services

Public charging

Home and work-
place charging

BEV & AV parts, 
labor, maintenance

Data and
connectivity

Classic
components

ICE & hybrid 
powertrain

Body
& exterior

Interior

Chassis
& E/E

New car sales
(ICE and hybrid)

Diesel

Gasoline

HEV

PHEV

MHEV

Classic
after-sales

Accessories and
consumables

Electronics and
mechanical parts

Body parts,
glass, lighting

Tires

Wear and tear/
maintenance

On-demand
mobility

Offline taxi

Ride-sharing

Robo taxi

Micromobility

Car-sharing

Intermodal
platform

1
2

1

6
1

4

Exhibit 6 - Seven Archetype Plays Will Control Industry Profit Pools in 2035

Source: BCG analysis.
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With the right perspective and timely action, com-
panies can realize tremendous profits from the 
profound changes in the industry.

Software. The software play overlaps significantly with the 
component play, in that many components and modules 
already include a certain share of software. However, pure 
software plays go beyond this and focus on core domains 
within a vehicle, such as its operating system or data 
connectivity services like in-vehicle infotainment, vehi-
cle-to-grid communication, vehicle data management, and 
related offerings. The emergence of AVs further increases 
the software-based value component in vehicles. Overall, 
software play profits will reach $49 billion by 2035, with 
further growth in following years. Scale in this play requires 
platform-agnostic software that can be tailored to individ-
ual OEMs at limited cost, deep data analytics expertise, 
and—critically—the ability to monetize data with commer-
cially sellable insights.

Autonomous vehicles. Despite excessive hype, AVs have 
experienced some highly publicized incidents recently, 
causing some to lose trust in the technology. Nonetheless, 
AVs are slowly gaining traction, and we expect them to 
reach a total profit pool of $85 billion by 2035. The core of 
this play lies in providing robo taxi service in cities around 
the world, but it also includes additional profit pools: pri-
vate AVs, AV components such as cameras or sensors, and 
after-sales services such as technology upgrades, software 
updates, and maintenance. However, this play requires 
significant upfront investments and the financial backing 
to survive years without making any money before efforts 
will materialize. On the positive side, we expect the devel-
oped technical capabilities required—especially on fully 
autonomous driving technology—to provide a significant 
competitive advantage over many years, as only a handful 
of players will be able to develop a viable commercial offer.

On-demand mobility. For many players, on-demand mo-
bility is a scale game. However, given recent macroeconom-
ic dynamics, finding the right balance between growth and 
profitability becomes much more challenging. Players that 
offer the best service in terms of cost, coverage, reliability, 
and flexibility—while also showing a realistic near-term 
path to break even—will succeed. For long-term success, 
it will also be crucial to consider stakeholders and their 
needs, especially municipal governments that increasingly 
regulate new mobility solutions to align them with their 
transportation strategy. Although robo taxis will claim the 
dominant share of the $82 billion pool by 2035, smaller 
segments such as micromobility or intermodal platforms 
will become attractive as well. In addition, the on-demand 
play provides further opportunities along the value chain—
from asset ownership over fleet management and opera-
tion to the development of mobility platforms and end-us-
er interfaces. Each position in the value chain requires a 
different set of capabilities.

Car-related services. Contrary to the others, the car-re-
lated services play provides relative stability. The current 
market size is already significant, and profits are expected 
to grow to $90 billion by 2035. Vehicles—autonomous and/
or electric—will still need financing and insurance (F&I) 
options. Due to increased usage, shortened technology life-
cycles, and uncertainties such as battery lifetime or perfor-
mance of autonomous vehicles, there is further upside in 
these segments. Nevertheless, clearly understanding and 
addressing new markets requirements will be crucial, as 
customers are already asking for increasingly flexible and 
digital F&I services, such as short-term vehicle possession 
(car subscriptions) or customized insurance packages (pay-
as-you-drive). Through data access, this play can also open 
up the data and connectivity profit pool in the vehicle.

Sunset. With classic components and ICE car sales de-
clining, individual suppliers and OEMs are losing volume 
and scale, making profitability more difficult and making 
potential divestments of classic assets an option to con-
sider. This creates an opportunity for an incumbent to 
consolidate declining volumes and become the leader in 
the sunsetting ICE business, including ICE and hybrid pow-
ertrain components, vehicle sales, and mostly ICE-related 
after-sales services such as consumables and mechanical 
parts. Core to this play is leveraging ICE engineering and 
production capabilities to create a competitive advantage 
in terms of cost and performance. While classic vehicle 
sales will cease quickest within this bucket, after-sales ser-
vices for such vehicles will continue even longer, thanks to 
the very gradual diffusion of BEV into the global car parc. It 
will take several decades until the global auto fleet is fully 
converted to zero-emission vehicles, leading to a still-size-
able profit pool of $92 billion in 2035. 

The automotive and mobility industry is changing faster 
today than at any point in history, with disruptions 

triggering a profound impact on profitability over the coming 
decade. For incumbents, this kind of accelerating change can 
be unsettling, but trying to fight emerging trends or clinging to 
established ways of working is a certain path to irrelevance. 
Companies must change ... or they will gradually die. With  
the right perspective, management teams can look ahead 
to identify high-growth, high-profit segments and take the  
organizational steps needed to capitalize. 

The industry’s brightest days are ahead. Established compa-
nies can—and must—take the lead in shaping that future.



Proactive plays in components, EVs, 
AVs, software, on-demand mobility, 
car-related services, and sunsetting 
the ICE business offer tremendous 
profit potential.
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