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1. Introduction

For automotive mobility providers, the business
landscape could already feel like it is rapidly shifting.
Buckle up—things may be about to get more uncertain.
In fact, our research suggests that revolutionary thinking
will be needed to help ensure future success.
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As Figure 1 demonstrates, despite seismic Fig. 1 - Automotive mobility market size between 2022 and 2035
shifts on the near horizon, the size of the

automotive mobility market in the US and EUROPES us

“EUROPES5" region is projected to nearly In billion € In billion $

double by 2035. We anticipate that the Euro- — +5% —|
pean market shouldn't be too far behind, 300 300

suggesting a positive outlook from the evo-
lution already underway.

Change is coming, whether mobility pro-
viders are ready or not and there is an 200 200
enormous opportunity for well-positioned
players. In fact, what they do next could
determine their success or failure for many
years to come.

100 100

In a world with rapidly changing consumer
preferences, widening inequality, rising
polarization, pressing climate change, declin-
ing trust, and an evolving geopolitical order,
the automotive industry's focus has largely

centered on technology, which has driven 0 2022 2035 0 2002 5035
the conversation about the evolving mobility
ecosystem. But as the future comes into % Compound annual growth rate (CAGR)

focus, with some innovations becoming
reality? and others seemingly even further
away,® mobility providers should consider
focusing on value*

Source: Deloitte Global Automotive Mobility Market Simulation Tool.

Indeed, the auto mobility value chain is
increasingly important for providers—from
captive and non-captive leasing companies’
to rental companies and fleet management
companies—the industry is constantly
adjusting to disruption—which could
become even more pronounced in the
future.

“The overall size of the automotive mobility market
in the EUROPES! countries and the United States is
projected to increase to €141 billion ($153 billion)’
and $281 billion (€258 billion), respectively, by
2035, with a compound annual growth rate (CAGR)
of 5% from 2022

Deloitte Global Automotive Mobility Market Simulation Tool

'The EUROPES region is comprised of France, Germany, Italy, Spain, and the United Kingdom." Reflects exchange rate as of January 27, 2023 (USD1 =
EUR0.92). " For simplicity’s sake, we refer to these both as “captives” in this paper. 05



Underlying perspectives
on the player landscape

Incumbents

Captives

This group represents the financial arms of
original equipment manufacturers (OEMs),
the core business of which is historically
centered on asset and dealer financing as
well as usage- and vehicle-related services.
For this report, we also use this termin
some instances to broadly refer to other
types of financial institution, such as banks
and other lenders.

Fleet management companies

These companies focus on managing large
vehicle groups for customers, including
financing/leasing, usage- and vehicle-
related services, and re-marketing of
vehicles at the end-of-life cycles. For this
report, we also define this term to broadly
refer to other types of fleet managers like
leasing companies.

Rental companies

This group maintains a strong footprint in
classic rental products but has expanded
into adjacent business sectors, including

financing/leasing, fleet management, and
mobility-on-demand.

Challengers

The automotive mobility landscape is being
increasingly influenced by new players like
mobility startups, fintechs, and challengers
from other industries, such as the hi-tech
sector.”

"50%-60% of future profits” may
be at stake it mobility providers
continue their business as usual.

Deloitte Global Automotive Mobility Market Simulation Tool

Each player may identify and focus on the
largest profit pools that make the most
sense for its business, which might not be
the most obvious solutions. For example,
when mapping out the future of automotive
mobility, pundits and analysts tend to over-
look certain players in the industry.®

Traditionally, many automotive mobility pro-
viders have preferred to take a back seat”
This may be an important and growing risk
for them—and indeed many stakehold-
ers—going forward. With change acceler-
ating, automotive mobility providers could
face increasing pressure to accelerate their
growth strategies, and to make strategic
decisions on where to play in the automo-
tive value chain.

To help cut through the fog of rapid change,
this report explores the mobility value

chain and the shifts in profit pools antici-
pated over the coming decade. We focus
our efforts on the United States and the
EUROPES region as two of the largest auto-
motive markets in the world. In the face of
generational transformation, automotive
leaders in both markets may consider identi-
fying and embracing fundamental change to
meet new and shifting business challenges,
such as the electrification of global mobility
and an ongoing move to online sales. Such
strategic imperatives could push industry
players to develop both a sustainability play
and new skill sets, as well as technologies

focused on a digital-first, customer-centric
approach to business operations that, in
turn, can help create new data-driven reve-
nue streams.

To be blunt, the price for inaction by indus-
try players could be fatal, especially in an
industry on the move in so many directions.
Forecasts and business models are already
seeing the impact of the shifts happen-

ing across the mobility landscape,® from
increased connectivity and new online sales
channels to regulatory changes and the rise
of electric vehicles (EVs). But leaders looking
to keep pace with competitors could use
greater clarity for the miles to come.

¥ This calculation is based on EUROPES and US proxy mobility providers and the application of the following assumptions to the 2035 financial model:
(1) a constant asset control curve of overall fleet, (2) a similar take rate for in-life services, (3) the same margin expectations for all products, and (4) a
06 slight decrease in market share due to an increasingly competitive environment.
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About the study

The study is based on three key compo-
nents that provided quantitative as well as
qualitative information:

Customer survey - In the fall of 2022,

we surveyed more than 9,500 consumers
across nine countries, including France,
Germany, Italy, Spain, the United Kingdom,
and the United States. Respondents were
invited to complete an online question-
naire translated into local languages where
appropriate.

Executive sessions and interviews -

We conducted nearly two dozen interviews
and several full-day sessions with C-suite
executives representing the industry
stakeholders in scope (captives, rental
companies, and fleet managers). We
organized interviews to follow the survey
questionnaire to help ensure structure
while providing a forum for more in-depth
conversations. The workshops and inter-
views took place in-person and virtually
between August and November 2022.

Profit pool simulation tool - To add
quantifiable context to current and future
industry actions, we developed a new,
standalone profit pool simulation tool.

It incorporates proprietary and public
databases, decades of industry project
experience, predictions and assumptions
based on executive-level thinking to help
ensure precision in modeling the auto-
motive mobility sector in the year 2035.
The simulation tool also incorporates the
findings from the executive interviews and
customer survey to inform the financial
modeling.




2. The long and winding
road aheao

The COVID-19 pandemic shook up the globally integrated
automotive sector, with aftershocks reverberating after

governments ended

Geopolitical unrest, supply chain disrup-
tions, soaring energy costs, trade conflicts,
semiconductor shortages, and elevated
new and used-car prices continue to rock
the industry. Traditional automakers may
struggle to keep up with rapidly evolving
consumer expectations and the substantial
investment required to fuel digital technol-
ogy innovation. Governments around the
world are implementing regulatory changes
targeting carbon-free mobility in the next
20 years with some imposing an outright
ban on the sale of internal combustion
engine (ICE) vehicles by the middle of the
next decade. At the same time, many new
entrants are emerging to capitalize on the
global shift to EVs. While the industry has
always seen change, the scale and pace of
today's disruptions are unprecedented.’

This means that even the most stable of
industry stakeholders—think of finance
providers, with the same sales-based
model for decades—have had to rethink
business processes and models, seeking
value in places long unexamined or even
taken for granted. Companies across indus-
tries and sectors have shifted from one-
time product sales to offering continuous,
value-add services,'® and mobility providers
may be moving in that direction as well.
Even though captives already contribute

a significant sum to overall profitability,
some OEMs surveyed increasingly expect

08
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their subsidiaries to play an even larger role
going forward. This includes OEM expec
tations that subsidiaries may help offset
some of the substantial costs of decarbon-
ization. Such cost-sharing efforts can more
effectively exploit profit pools along the
asset life cycle and could help determine
long-term success—or simply survival.

OEMs surveyed also expect technology

to become even more of a differentiator,
with software-enabled solutions aimed at
enhancing the mobility experience. Indeed,
digital innovation could likely be at the
center of many emerging profit pools, as
companies transition from the traditional
paradigm of selling discrete assets to con-
sumers to selling ongoing management

of assets across multiple life cycles. Con-
nected services—from telematics and data
analytics to infotainment and vehicle fea-
ture subscriptions—are expected to unlock
a variety of new revenue streams.

To effectively tap into these resources,
leaders at automotive lenders and other
mobility providers could face some tough
decisions. First, they need to decide how to
best invest in skills and innovation to retool
for the future. They also need to envision
the changes necessary to secure their
place as pivotal stakeholders in tomorrow’s
value chain. And for this to succeed, it may
be helpful for them to develop a sharp

vision of the industry’s overall future. At the
same time, the development of any new

or expanded business model needs to be
built on a solid foundation characterized

by an efficient operating model with core
elements including lean processes, a high
degree of automation, and a customer-
centric approach.

That is where our new research comes

in. We initially set out to address some

of the top-of-mind concerns for industry
leaders today and further down the road.
But along the way, we decided to move
beyond presenting yet another qualitative
point of view. Instead, we chose to seek
out deep market insights from nearly two
dozen Csuite executives. Hearing directly
from the decision makers who are currently
making the strategic choices that shape the
future of automotive mobility provided an
unprecedented view of the industry. But
our research did not end there. We took
these lessons and developed a consumer
survey and a financial model. We combined
these insights to identify and analyze the
key points that may help impact future
decision making.

The resulting executive insights paint a
compelling picture of what tomorrow's
mobility ecosystem could look like—and
how industry players might thrive in that
ecosystem. In the pages that follow, we



explore our research findings and share
data-driven insights and Csuite thinking

about the shifting paradigm of automotive
mobility. The year 2035 will be here sooner

than we think.

Sebastian Pfeifle

Partner

Global Automotive Mobility Lead
Deloitte Consulting

Jeff Paul

Managing Director

US Auto Captive Finance Leader
Deloitte Services LP

The future of captives

In 2018, we sought to answer an
important question: Are captive
finance companies on track for the
future? The paper laid out forecasts
for the years leading up to 2030,"
based on disruptive forces—including
customer preferences shifting from
vehicle ownership to usage—begin-
ning to challenge the future viability
of captives' core business. Finance
companies had long played a signif-
icant role in OEMs’ success based

on the established dealer-network
model, offering profit contribution,
risk management, and sales support
and customer management—and that
seemed about to change.

We foresaw a shifting center of grav-
ity, with business volumes relocating
from traditional Western markets to
China and the rest of the world, pre-
senting captives with new customer
segments and a new competitive
environment. We looked for a shift
from indirect to direct sales, making
dealer networks less significant and
necessitating the development of new
digital sales channels based on direct
customer interactions. We foresaw
an evolution of captives’ product and
service portfolios, with more flexible

leasing offerings and fewer credit and
wholesale business sales. And we pre-
dicted a sharp rise in the importance
of customer-centricity, with innovative
offerings, new sales channels, and
increasing customer interactions.

This was to happen by 2030—but
many shifts have accelerated as

the underlying circumstances have
changed. In fact, many predictions for
“the future” are already here today
(e.g., vehicle subscriptions, long-term
rentals), and the transformation of
automotive mobility happened faster
than anyone could anticipate. The last
few years have been so eventful—
from pandemic-driven supply-chain
crises to the rise in micro-mobility™
and EV adoption—that we elected to
revisit and expand our initial forecasts
from captives to a wider view of auto-
motive mobility providers today.

Deloitte.

Future of Captives
nat will be t center

The future of automotive mobility to 2035 | What might mobility providers' role be in tomorrow's value chain?
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3. The evolution o
automotive mobility

The evolution of automotive mobility is expected to
continue to accelerate and be influenced by many
factors. To capture these important effects, we
developed an extensive automotive mobility value
chain model that is structured along the asset and
customer life cycle.

The value chain offers an opportunity to
help the automotive industry reflect on
how profit pools are mapped out today
and could develop in the future. This core
concept serves as the pillar for our strate-
gic thinking right now and a glimpse at one
potential future.

The value chain's representation serves

as much more than an illustration of a
traditional academic methodology. With

its inherent view on profit pools and mul-
tiple life cycles, it could provide a vantage
point to the automotive mobility business.
Through this lens, a paradigm shift may
become evident. And we believe that indus-
try players could consider embracing this
change and internalize this new thinking to
help secure their future seat at the mobility
table.






Fig. 2 - Future automotive mobility value chain
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To account for the importance of the auto-
motive mobility value chain of the future
and to make it as tangible as possible, we
mapped out the core rationale for each
component.

Taking a life cycle view, “vehicle sourcing” is
one of many elements that help determine
profit potential down the road. First, vehi-
cles enter the mobility provider ecosystem
through various channels that should be
carefully controlled to help ensure the
quantity and quality of supply.

New car - An important means to source
vehicles from the market. As a captive, its
own OEM is a dominant source. Fleet and
rental companies generally are not bound
to a single OEM and can therefore leverage
different options to enrich their multi-
brand fleet.

Used car - Used cars as a vehicle source
are expected to become more relevant as
they fit the requirements for new forms of
mobility in which the car itself is the com-
modity and the service becomes the differ-
entiating factor.

Once vehicles are in the system, customers
can access mobility in many ways based on
their specific needs and preferences. Such
access has increased significantly in recent
years, and we believe this trend will con-
tinue, encouraging the development of new
business models, such as car sharing and
vehicle subscriptions.

Financial services - This is the traditional
portfolio of a captive with the heritage of
being the sales financing arm of an OEM. It
includes financing products like leasing and
retail/wholesale credit.

Vehicle-on-demand (VoD) - VoD
addresses more flexible short- to mid-term
products in the portfolio with the asset at
the center. This is where the transition from
ownership-based products in financial
services to usage-based products like sub-
scription” or rental occurs.

Subscription is to be understood as a product that covers the use cases between short-term rental and leasing.

Mobility-on-demand (MoD) - Contrary
to VoD, MoD is centered around the service
where customers have no sense of owner-
ship at all. There are a significant number of
transactions/customer interactions, which
have both a low monetary value and dura-
tion (minutes to hours).

Under this new paradigm, consumers
select an appropriate means of mobility
and are offered various downstream ser-
vices. These are often small but may create
frequent digital interactions.

Usage-based services - Offer solutions
to the user while driving in either a com-
mercial context to monitor and optimize
efficiency or in private context for mostly
entertainment.

Vehicle-based services - Cover services
related to managing and maintaining the
vehicle throughout its lifetime to help
ensure constant availability and mainte-
nance.

Infrastructure services - Any service
that offers convenient solutions in the
surrounding environment to users during
the drive, and covers services like parking,
charging/fueling, and tolling.

At the end of the cycle, special attention
is paid to whether assets are redeployed
into the system or monetized through an
end-of-life process. This could present a
completely new business model that may
be especially important considering the
transition to EVs.

1. Re-use is the prerequisite for using

one asset over several cycles. When this
element of the value chain is implemented,
vehicles can flow back into “vehicle provi-
sion to end customer” and into the same or
different use case.

2. Re-furbish - If a vehicle goes into
“re-use” or “re-market,” players should pre-
pare the vehicles (clean, repair damages,
etc.) for the next cycle/use case or to sell
them off.

The future of automotive mobility to 2035 | What might mobility providers' role be in tomorrow's value chain?

3. Re-market - In general, this means that
the asset is leaving the system and is sold
to a third party (dealer, via auctions, etc.).
The challenge may be to determine the
right point at which an asset should leave
the system, which contributes to the overall
profit.

4. Re-cycle - Instead of selling the car

to third parties like in “re-marketing,” the
resources/materials that the car is made of
become the commodity. This process may
gain importance, considering the circular
economy and sustainability—especially
when we think of EVs and batteries.

The march toward 2035 offers automo-
tive mobility providers the opportunity to
develop capabilities to take advantage of
diverse profit pools along the value chain.
It may therefore help form the foundation
for widespread and sustainable mobility
transformation. However, this new per-
spective on the value chain could require
mobility providers to define their playing
field and then adopt it. This might be easier
said than done as automotive finance and
mobility services companies should not
only manage internal transformation but
also continue to address macro shifts, such
as pandemics, environmental regulations,
long-term urban trends, and demographic
shifts.

13



4. Expected shifts in the
United States and Europe

As the automotive mobility sector plans

its journey to 2035, a direct path forward
may be unlikely, with unforeseen detours
and disrupters requiring re-routing along
the way. To gauge how the sector could
advance, it is important to anticipate the
key trends that we believe may shape the
future of automotive mobility in the United
States and the EUROPES region.

We have chosen to focus on those markets Extensive research conducted on US and

initially because they are among the larg- EUROPES markets has led to the conclu-
est, most differentiated global markets for sion there are 11 key shifts that are critical
automotive mobility. However, we designed  for mobility providers to consider when
our financial model to facilitate the addi- deciding where to play and how to win on

tion of other global markets in the future. the road to 2035.
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Fig. 3 - Macro trends impacting the global automotive sector to 2035
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Source: Deloitte analysis of automotive industry data.
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4.1 Social impacts

Automotive industry stakeholders may
need to carefully consider some of the
long-term societal trends that will likely
have a significant impact on the evolution
of mobility. For example, it is projected that
by 2070, 30% of the world's population will
be at least 65 years old compared to 20%
in 2019." The world's population is also
becoming increasingly urbanized as nearly
seven in 10 people will likely live in cities by
the middle of the century.”®

Although the aging global population

has been dependent on privately owned
vehicles for many decades,'® the advent
of shared transportation modes offers
urban, cost-conscious consumers a
more affordable alternative to satisfy
their mobility needs. In fact, our research
shows that nearly half of 18-34-year-olds
in the EUROPES region question whether
they need to own a vehicle going forward
because of their experience with shared
transportation (compared to 38% in the
United States).

Fig. 4 - Percentage of consumers by age group who question whether they need
to own a vehicle because of their use of shared transportation options

EUROPE 5

18-34

M Don't know
M \o
M ves

35-54

55+

us

18-34 35-54 55+

B Don't know
M \o
M ves

Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

Fig. 5 - Mobility use in urban and rural areas (EUROPES5 vs. US)

EUROPES -
0,

Sub/Rural 12%
EUROPES -

Urban

I personal bicycle M Shared mobility M Public transportation Il Individual vehicle-based

us -

0, 0
Sub/Rural 2%
us -
Urban

M prersonal bicycle M Shared mobility Ml Public transportation I Individual vehicle-based

Note: Shared mobility includes taxi/ride-hail, car share, shared e-scooter, shared bicycle, and others.
Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.
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Although the potential for shared transpor- Fig. 6 - Share of CO,e emissions by ICE vehicle use
tation looks promising, especially among
younger consumers, private vehicles will
likely continue to play a central role as a
transportation mode, particularly in sub-
urban and rural areas. However, given

the overall trend toward urbanization,

the potential for shared transportation

is expected to continue to grow. It also
could benefit from increased investment

in shared transportation systems and the
increasing frequency of municipal initiatives
aimed at limiting the use of privately owned
vehicles in urban areas (e.g., outright bans,
congestion pricing for tolls, price increases
for public parking, etc.)."” With this in mind,
mobility providers looking to 2035 and
beyond could consider tailoring their prod-
ucts and services to align with the evolving
mobility requirements resulting from these
socio-demographic developments.

72%

Total CO,e emissions  Production Usage Return
4.2 Ecological impacts (2021)
As climate change accelerates,”® auto indus-
try efforts to help reduce carbon emissions
and apply a more sustainable approach
to how resources can be utilized through-

out the life cycle of a vehicle have grown “74% Of S u r\/eye d CO n S U m e rS | n

substantially. However, mobility providers

may need to take even sharper measures h S d 760/ : h E U RO P E 5
to reduce their corporate carbon footprint t e U a ﬂ O | n t e

(CCF), because the majority of carbon

doude cqunalere cogemssonsor e rog O regard a well-articulated
ve |c9£arepro uced while the vehicle is .

plan for battery recycling and

This directly relates to the mobility provid- . .
ers’ future core business of usage-based re_ U Se aS a n | m po rta ﬂt fa Cto r | n

products (e.g., leasing, subscription, rentals,

etc.). Offsetting emissions could become : : I
more costly with rising CO, prices and th e | r C h O | Ce Of E\/ b ra ﬂ d .
increasing requirements regarding decar-

bonization (e.g., net-zero targets). Tighten- Deloitte Future of Automotive Mobility to 2035 consumer survey
ing environmental regulations and growing

environmental, social, and governance

(ESG) reporting requirements may also

lead to risks around refinancing and access

to—and costs of—capital for the growing

balance sheets of mobility providers. This

often stems from high carbon footprints

with insufficient decarbonization efforts or

penalties from regulators (see sidebar).

Source: Deloitte analysis of industry data.
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Refinancing costs (EU)

If we narrow down the value chain and
focus on automotive mobility providers,
sustainability becomes the center of a
fundamental strategic realignment from
ICE to EV. Two aspects stand out: regula-
tory requirements and capital sourcing.

First, EU regulation sets specific CO,
standards for new passenger cars, which
will align with the 1.5 C goal (2015 -> 130g
CO,/km?, 2020 -> 95g CO,/km and 2030 >
=59g CO,/km)*. For its part, Germany set
a 15 million-target on EVs by 2030. Auto-
motive mobility providers face large fines
for noncompliance with either of these
regulatory requirements.?'

Second, in capital sourcing, two points
should be clarified: Investors and lend-
ers are governed by their own stringent
requirements with ambitious self-
regulated capital requirements. This can
help avoid potentially negative effects on
their own portfolios and can help reduce
climate-related risks to automotive mobil-
ity providers' business models. "Deloitte
analysis of industry data found that incor-
porating sustainability into the business
model corresponds to a significant inte-
rest rate advantage in the procurement
of debt capital (5-60 basis points for
sustainability linked loans originated in

2021). Additionally, smaller companies are
often penalized by capital markets for not
providing sufficient carbon data for the
Carbon Disclosure Project (Transparency
Refuser). However, many large compa-
nies do not seem to be affected so far, as
their carbon data is publicly available and
already factored into reporting.

The transition from ICE to EV drivetrains
is poised to accelerate with the introduc-
tion of wider EV model ranges, improved
battery performance, and a denser charg-
ing infrastructure. Although the pace of
change might be different between the
EU and US markets, mobility providers
operating in these regions will likely need
to manage the growing EV share and mix
of drivetrains in their fleets.



Consumers surveyed are more Conscious
about the sustainability implications of
their consumption behavior, indicated

by their choice of vehicle based on the
operations of the mobility provider and

the environmental credentials of vehicle
manufacturers. Having said that, the path
to net-zero may be gradual, and despite the
expectations that EVs will claim an increas-
ing share of vehicles on the road, a sizable
number of vehicles will likely still run inter-
nal combustion engines well into the 2030s
and beyond.??

4.3 Regulatory impacts

Governments and other regulatory bodies
are expected to play a significant role in
shaping the global mobility market. To be
sure, the retail credit, leasing, and insur-
ance sectors are already highly regulated
for consumer protection. The impact that
governments will likely have on setting
the direction and goals to address climate
change may also be getting clearer. Con-
sider Singapore’s high registration fees*
and restrictions on private ownership, or
the host of global cities following London’s
lead on instituting congestion fees to
reduce urban traffic.%

Various levels of government could make
their presence felt to guide many other
shifts in the mobility ecosystem as well. For
example, the impact regulators have had
on vehicle safety systems stretches back
several decades and may continue with the
development of autonomous technology.®
Regulatory presence can also be felt when
it comes to the protection of consumer
data and personally identifiable informa-
tion (PI) that will likely have a direct impact
on the extent to which companies can
monetize data.

The future of automotive mobility to 2035 | What might mobility providers' role be in tomorrow's value chain?

Sudden shifts in the overall global eco-
nomic environment can also have a major
impact on every part of the mobility eco-
system, prompting government interven-
tion. As we witnessed in 2022, geopolitical
tensions can apply severe pressure and
even break critical links in the global supply
chain, from customer demand to compo-
nent shortages to trade wars.?®

While national industrial policy can help
reduce some supply concerns by bolstering
capabilities, implementing these policies
can take considerable time and require
resources/budget (e.g., encouraging the
EUROPES and the United States to rethink
supply chains for critical components and
raw materials to reduce dependencies on
other countries).

Given the interconnections between gov-
ernance and mobility as a service, regula-
tions on both the central and local levels
regarding mobility use and data use are
expected to play a key role in the adoption
of mobility innovations in the future.




4.4 Power balance between automo-
tive players

The traditional sales model of OEMs, cap-
tives, and dealers has been the norm for
several decades. But in recent years, both
the ways that vehicles are sold and used by
customers are changing rapidly. For exam-
ple, captives were initially established to
support vehicle sales to customers jointly
with the dealers and contribute additional
profits to the OEM group. However, today
the balance of power has shifted. With
greater penetration rates for traditional
financial services products like credit and
leasing, the importance—and their consist-
ent profit contributions—of captives to the
OEMs continue to grow.?’

By 2035, the captives’ market and other
mobility providers are expected to grow by
34% in the EUROPES and 21% in the United
States. At least one cause may be evident
in how profits have shifted of late: One-
time vehicle sales are giving way to broader
services around the asset.?® This, in turn,
may spur a continuous drive for product
innovation for related services.

Fig. 8 - Addressable market for mobility providers in the EUROPES5 region and the
United States between 2022 and 2035
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Source: Deloitte Global Automotive Mobility Market Simulation Tool.

“The average new-vehicle margin
in the United States declined

25.6% from 2007 to 2019/

US Securities and Exchange Commission and Bureau of Labor Statistics?®
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Fig. 9 - Types of automotive sales distribution model
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However, notwithstanding near-term,
supply-constrained profitability gains in the
industry, a long-term trend toward tight-
ening margins on vehicle sales has driven
many local dealer groups to consolidate or
face bankruptcy.® This looming threat adds
pressure on the traditional dealer model
and threatens to impact the bottom line.
Following the lead of some later market-
place entrants, large OEMs and captives
are moving to create direct sales channels
to forge relationships with the end cus-
tomer.3" Such forward-thinking moves are
helping to ease the transition from the
dealer model to the agency model.

It is becoming apparent that the tradi-
tional automotive sales distribution model
may need to evolve. However, the pace of
change will likely vary by region. In Europe,
dealers (agents) are transitioning into more
of a fulfillment role, featuring commis-
sion-based reimbursement for sales activi-
ties. In the United States, however, dealer-
franchise laws are more robust, which are
expected to result in a status quo for deal-
erships in the foreseeable future.®
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4.5 Ownership to usage

Owning a private vehicle in urban areas

is becoming increasingly less attractive

as traffic congestion increases, parking
becomes more expensive and less plen-
tiful, and total cost of ownership (TCO)
increases the pressure on cost-conscious
consumers.® Even though many consum-
ers in both the EUROPES and US markets
may continue to rely on privately owned
vehicles—shared mobility options, includ-
ing car sharing and car rental services, are
likely to reassert themselves. This may be
especially true as rapidly changing living
conditions could spur consumer demand
for more flexible choice from more mobility
options.

Increased market volatility could also result
in fewer consumers who are willing to take
on the residual value (RV) risk associated
with car ownership. This aversion to RV risk
could be exacerbated by the transition to
EVs, especially if rapidly evolving technolo-
gies render the current generation of EVs
obsolete sooner than anticipated. This, of
course, would likely have a negative impact
on their resale value. There are also linger-
ing questions regarding the useable life of
an EV battery and the responsibility for the
battery at end-of-life,> which may cause
consumers to seek alternative ownership
models that reduce or remove these risk
factors (e.g., leasing and vehicle subscrip-
tions).
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Fig. 10 - Level of consumer interest in surrendering vehicle ownership
in favor of a subscription (by age group)

EUROPE5 us

18-34 35-54 55+ 18-34 35-54
B Not interested B Not interested
M Neutral M Neutral
M interested M interested

Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

55+



As seen in other sectors, such as the enter-
tainment industry, automotive customers
may be becoming more open to conven-
ient, full-service, bundled mobility prod-
ucts. Our report suggests that younger
consumers are particularly interested in
vehicle subscriptions. One-third of survey
respondents between 18- and 34-years old
indicated their interest in giving up vehicle
ownership in favor of one subscription with
a central value proposition of paying a sin-
gle monthly charge that covers all aspects
of the service.

By 2035, we estimate that private vehicle
usage without ownership will comprise
57% in EUROPES and 38% in US markets,
with leasing contributing the larger share.
New startups and established players are
rushing to launch vehicle subscription
products—a trend we expect to continue
to grow to 16% in EUROPES and 13% in US
markets through 2035. In 2022, subscrip-
tion market share remained low in both
regions, but our research suggests there
is growing customer interest for flexible
and hassle-free mobility solutions, as cus-
tomers underestimate the total cost of
vehicle ownership by 50%.% Subscription
products could cover insurance and other
vehicle-related costs, which could address
existing customer needs and ownership
pain points.

With the right levels of transparency in,
and communications about, subscription
details, we believe that customers would
be more open to accepting usage-based
alternatives for their next vehicle. So, we
anticipate that the next decade will witness
growing interest and adoption—and there-
fore market share—of subscriptions.

Fig. 11 - Expected market share for leasing and subscription for EUROPES and
the United States in 2035
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Other Other

Source: Deloitte Global Automotive Mobility Market Simulation Tool.
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4.6 Private to corporate ownership Fig. 12 - Consumer concerns about the resale value of BEVs and ICE vehicles
With more consumers expected to shift
from private vehicle ownership to usage-
based models, mobility providers may soon
need to manage a larger proportion of
vehicles on the road, either as direct assets
on their balance sheet or as serviced fleets.
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planned obsolescence in favor of EV adop-
tion. Interestingly, 47% of EUROPES and
49% of US respondents are concerned
about the resale value of battery electric

vehicles (BEVs), likely due to rapidly evolving BEV ICE BEV ICE
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respective balance sheets. Some mobi- Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

lity providers (e.g., rental companies and

subscription providers) may continue to Fig. 13 - New vehicle sales in private and corporate ownership in the EUROPES and
opt for an “asset-light” model, including United States anticipated between 2022 and 2035
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4.7 Car parc'' uncertainty Some 48% of customers surveyed in
Interest in EVs is growing, and the tran- EUROPES and 30% in US markets say they
sition may no longer be a question of if are considering an EV as their next vehi-
but when. The speed of EV transition may cle. The corresponding change that could
differ between EUROPES and US markets. impact vehicle fleet mix (i.e., a gradual tran-
The EUROPES region seems to be more sition from ICE vehicles to EVs) would intro-
progressive, and many German OEMs have duce an unprecedented level of uncertainty
already announced EV-only plans.?® Mean- for mobility providers.

while, the adoption of EVs in the United
States continues to increase but still has
not reached EUROPES acceptance levels.

Fig. 14 - Type of engine in current vehicle vs. preferred in next vehicle (EUROPES5 vs. US)
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Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

VI'The term car parc refers to the total number of vehicles in operation. 25



Fig. 15 - New vehicles sales and predicted sales of EVs in the EUROPES and the United States between 2019 and 2035

EUROPES
In million vehicles
Forecast R
12
10
8
6
4
2
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
M £vnewsales M ICE new vehicle sales Forecast
us

In million vehicles
Forecast

v

20

15
10

B
g ||

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

B rvnewsales M ICE new vehicle sales Forecast

Source: Deloitte Global EV Penetration Model.

26



In the future, the growing balance sheet of
mobility providers is expected to include a
higher percentage of EVs for which residual
value forecasting experience is limited, pos-
ing greater risk exposure.

We are also seeing slower development
of charging infrastructure vs. EV sales
forecasts, which is leading to capacity
constraints.?’ There is also concern about
battery performance uncertainty. In aging
vehicles, battery performance degrades
and is increasingly inferior to newer and
improved battery technology.®

Surplus ICE vehicles under management
can be a constant threat to balance sheets.
Several factors can lead to plunging RVs.
These could include an acceleration of
customer demand for EVs, and sudden and
extreme drops in ICE vehicle resale prices.
Such concerns could also be compounded
by potential regulations on registration, city
access, and soaring fossil fuel tax rates.

N
y
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This ICE-to-EV transition is not expected

to happen overnight. But underestimating
changes in car parc composition and its
implications may impact the mobility pro-
viders' financial results. If this transition is
managed well with advanced RV modelling
techniques and an effective re-marketing
and recycling strategy, this can help drive
competitive advantage on the road to 2035.

"Our analysis projects that the
EV share in the overall fleet of
mobility providers is expected
to increase from 14.5% to 78.5%
in EUROPES and 5.4% to 58.5%
in the United States from 2022
to 2035/

Deloitte Global Automotive Mobility Market Simulation Tool




4.8 Asset management across multiple
life cycles

Behind real estate, automobiles are gener-
ally regarded as the second most valuable
asset class in the world today.*® Markets are
saturated with approximately 213 million
registered vehicles in EUROPES and 291
million in US markets (new and used).*°

Fig. 16 - Profit potential by effective asset life cycle management
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ades of profitable business through asset
financing. But the marketplace is changing
rapidly, and market players may need to
adapt quickly to ride the next wave of indus-
try profits. Mobility providers interviewed
are seeking ways to optimize use and mone-
tization of vehicles over their lifetimes.

st 2nd ___ 3rd ___ 4th
Bl B Bl B

Multiple life cycle management

50%

0%

T=townership cycle

2" ownership cycle

39 ownership cycle n ownership cycle

[ Asset control (Asset financier) == Asset control (Asset manager) 77 Missed profit potential as asset financier

Source: Deloitte analysis of industry data.
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However, according to executives inter-
viewed for this study, mobility providers
are not yet making optimal use of multiple
asset life cycle management by offering
used vehicles in their second or third (or
later) life to customers through leasing,
subscription, or other products in the mix.

Our survey reveals consumer interest for
nearly new and other used vehicles with
37% in EUS and 35% in US markets, which
is largely fresh territory for mobility provi-
ders today.

Mobility providers may still miss out on
significant profit potential with limited asset
control over the vehicle lifetime. Asset
manager algorithmic solutions can help
choose the next best channel for the follo-
wing life cycle while exploiting the cross-
selling potential of suitable services to the
end customer. This can be complemented
by effective use of end-of-cycle services,
including re-use processes for vehicle use
over multiple life cycles, value-adding refur-
bishing of returned vehicles, re-marketing
channel and value optimization, as well as
circular parts recycling (e.g., batteries) that
can enable asset managers to reap the hig-
hest possible value.
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Fig. 17 - Type of vehicle consumers intend to acquire next (EUROPES and US)
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Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

"An asset manager using multiple
life cycles achieves 50%-60%
higher profits than an asset

financier”

Deloitte Global Automotive Mobility Market Simulation Tool
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4.9 In-life services

A shift from ownership to usage may add
new emphasis onto in-life services, includ-
ing usage- and vehicle-related services

and infrastructure services. In-life services
comprise a core element of the automotive
mobility value chain and are usually sold

as being complementary to end-customer
products, such as retail credit, leasing, and
subscription.

Mobility players could consider looking to
fleet managers for direction because they
already offer a variety of services to man-
age the overall fleet and help provide easy
mobility solutions to their business-to-
business (B2B) customers.

Fig. 18 - Consumer interest in making one monthly payment that covers all vehicle-related

costs (EUROPES5 vs. US)

The concept of bundling multiple services
is not new and has been offered predomi-
nantly to fleet customers (B2B). Our survey
results show that 47% of EUROPES and
51% of US respondents expressed interest
in making one monthly payment to cover all
vehicle-related costs.

Of late there has been growing demand
for mobility budgets in the growing B2B
sector in EUROPES and the United States.*!
A mobility budget is a product that grants
access to a variety of mobility services for
a defined monthly value, including vehicle
provision services (e.g., leasing), in-life ser-
vices, and other forms of transportation
(e.g., public transportation).
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Source: Deloitte Future of Automotive Mobility to 2035 consumer survey.

“Our research suggests profit contribution of in-
life services to mobility providers is projected to
increase from 12% to 25% in EUROPES and from
10% to 22% in the United States between 2022
and 2035

Deloitte Global Automotive Mobility Market Simulation Tool

30



Based on our analysis, we expect a com-
pound annual growth rate (CAGR) of 10.5%
in revenue for the in-life service mobility
budget. We regard this product as a power-
ful enabler for the use of multiple services
in the automotive mobility value chain.

With the shift from ownership to usage,
bundling may be gaining traction in the
business-to-consumer (B2C) sector. Private
customers are opting for more convenient
and hassle-free mobility solutions, creating
opportunities for usage-based products,
which are expected to increase 129% in
EUROPES and 77% in US markets by 2035
(Figure 19). A key example of usage-based
products is insurance. Motor vehicle insur-
ance has traditionally been regarded as a
low-margin business, where dealers and
brokers claim the largest portion of the
available profit. However, there may be
two opportunities emerging for mobility
providers to drive into this profit pool. First,
there could be a significant potential for
mobility providers to offer insourced insur-
ance products and cut out the traditional
intermediaries.

The second opportunity involves mobility
providers forging strong ties with existing
insurance companies to help enable the
creation of joint products or shared ser-
vice centers for insurance operations. In
doing so, mobility providers may unlock
new opportunities for revenue and profit
creation. Additional margin benefits may
be gained by matching new patterns of
mobility use with “pay-how-you-drive” and
“pay-when-you-drive” insurance plans for
usage-based products. Overall, we see the
potential for mobility providers to signifi-
cantly improve their margins and realize a
projected annual growth rate of approxi-
mately 13% in revenue by focusing on the
insurance space.
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Fig. 19 - Sales channel development projection toward usage-based products in
the EUROPES5 and the United States (2022-2035)
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4.10 Autonomous vehicles (AVs)
Self-driving vehicles may be taking longer
to make it to the streets than many had
originally forcasted. But by 2035, we could
see advanced autonomous technology and
further pilots around autonomous services
on their way. While deployments for com-
mercial vehicles—long-haul truck trips, in
construction zones, and last-mile delivery
robots—will likely play a significant role in
the industry, they must still overcome a
variety of barriers before they can safely
share city blocks with human drivers.

In the coming years, the proliferation of
advanced driver assistance systems (ADAS)
features that may further the eventual
adoption of self-driving technologies are
likely to become key purchase criteria in the
menu of vehicle options.

“61% of US consumers sur-
veyed and 53% of consumers
iNn the EUROPES markets are
still concerned about riding in
a shared autonomous vehicle
(e.g., robo-taxi).”

Deloitte Future of Automotive Mobility to 2035 consumer survey
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Fig. 20 - Self-driving technology phases and relevance for autonomous services
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Once self-driving technology reaches

Level 5, services including robo-taxis and
robo-shuttles are expected to emerge,
spurring the next fundamental shift (after
the EV transition) from driver-operated

to autonomously operated vehicles. This
could create significant profit potential

for mobility providers in the long term, by
either financing AV (autonomous vehicle)
fleets for autonomous services providers
or directly offering autonomous ser-

vices and managing their own AV fleets.
Meanwhile, we expect it to be many years
before driverless autonomous technology
achieves practical adoption on a broad
scale. So, it is premature to make accurate
predictions on the future profit-pool devel-
opment of autonomous services. Instead, a
scenario-based approach could be applied,
considering different variations of tech-
nological advances, customer sentiment,
and regulatory landscape, among other
dimensions.

‘Development of technology for
autonomous vehicles is the most
relevant wild card for mobility
providers.”

Global automotive mobility executive
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Three core hypotheses may hold
true and function as guardrails
when addressing potential ques-
tions around autonomous services
in the future:*

. Robo-taxis will change mobility.

Autonomous services will become
the dominant mode of transporta-
tion in the long term.

. A price war will break out. Auton-

omous taxis and shuttles will be
significantly cheaper than riding
private vehicles and public trans-
portation.

. The market potential for autono-
mous services is significant, pend-
ing regulatory approvals.

Indeed, the rise of autonomous technology
could challenge the business model of the
entire automotive industry. For mobility
providers this may mean a further accel-
eration of ownership to usage. This may
require mobility providers to define their
role in an autonomous future and reflect
on their direction in everyday decision
making today.

4.11 Digital era

Along the mobility value chain, data is
becoming increasingly important. As
connected vehicles and their drivers
generate an ever-increasing amount of
information—on driving, preferences, pur-
chases, etc.—mobility providers may have
opportunities to offer tailored products

to customers, create customized services,
and monetize data. However, to unlock
this profit pool, mobility providers will likely
need to first build trust with the consumer.

The survey results suggest that traditional
OEMs are the most trusted when it comes
to mining data from connected vehicles
(Figure 21). At the same time, a comparable
number of people trust none of the stake-
holders in the automotive industry, reflect-
ing the sensitive nature of driver data.

"26% of US and 29% of EUROPES
customers surveyed would most trust
established automotive manufacturers
and their captive finance arms to provide
a mobility service platform for accessing
different forms of mobility.”

Deloitte Future of Automotive Mobility to 2035 consumer survey
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Digital innovation is at the core of the
emerging profit pools that are expected to
define the next era of global mobility. For
their part, OEMs have worked to transform
themselves into digital-first technology
companies but have openly struggled

to compete with Big Tech companies in
both digital capabilities and customer
offerings.** Of course, customer-centric
solutions that enhance the mobility expe-
rience can represent a game changer in an
increasingly competitive sector. But auto-
motive manufacturers face the daunting
task of reclaiming control over the devel-
opment and deployment of digital services
from already entrenched Big Tech players
that have more than a decade head start in
the mobility space.** And consumers may
never accept OEM alternatives to their pre-
ferred digital tools and user experiences.

To help address customer mobility needs
in the growing Maas space, some players
are offering increasingly comprehensive
multi- and inter-modal solutions through
mobility platforms. However, the maturity
of mobility platforms that combine multiple
services is still relatively low with only a few
viable options by tech players and selected
cities.®



While the commission-based monetization
model with razor-thin margins may have
led mobility providers to shy away from
building their own mobility platforms, they
encompass a variety of potential benefits
for the mobility provider:

 Entry point for new customers

* Higher service availability for better
customer perception

Expansion of customer reach

Higher fleet utilization

Larger potential for up- and cross-selling,
including integrated services

Increased customer loyalty (i.e., lock-in
mechanism)

Real-time data collection to improve
services

Options for strategic positioning in the
mobility platform market

Aggregator

Ownership/management of digital platform
enabling connection between third parties
and customers

Operator
Ownership of operations for services via
platform directly interacting with customers

Integrator

No ownership of platform, integrating
services into suitable mobility platform of
third-party providers

The mobility sector may be changing at

a rapid pace, but the race toward one
“super-app” as the dominant mobility plat-
form hasn't been decided. Most likely, new
mobility platforms will emerge covering
different segments of the mobility sector.
Cities are also expected to take on a more
decisive role as an aggregator in this space.
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Fig. 21 - Most trusted organization for data access to connected vehicles
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5. Future profit-pool

SIMmu
MOoD

ation based on proxy
ity provider

The 11 macro shifts discussed in Section 4
could impact the automotive mobility market
and the way companies generate revenue
and profitability in the future. Each of the
shifts could influence specific elements of the
value chain, resulting in positive or negative

outcomes.

Understanding which parts of the value
chain may be likely to produce new poten-
tial profit pools (i.e., “rising stars”) versus
those that may be more likely to decline
(i.e., "setting suns”) is a near-term impera-
tive for mobility providers.

To help companies distinguish between
the rising stars and setting suns, we built
a financial simulation tool to calculate the
profit pool for every value chain compo-
nent across two time periods, stretching
from 2022 to the middle of the next decade
(2035). To do so, the model is based on

a proxy mobility provider (representing

a fictional company) in both Europe and
United States. The profile of each proxy
company has been carefully constructed
to reflect the two markets chosen for the
study (Figure 22). Key data points used to
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build the composite profiles represent a
combination of proprietary data and pub-
licly available information. The output of
the simulation tool has also been validated
through interviews with senior leaders of
global automotive mobility providers.

An examination of the different industry
dynamics that exist between EUROPES5 and
US markets was necessary to improve the
output from the simulation tool.

The introduction of these proxy compa-
nies helped us calculate the profit pools

for each of the main elements in the value
chain, including “vehicle provision to end
customer,” “in-life services,” and “end-of-
cycle.” From here, we highlighted selected
products and services, which we defined as
either rising stars or setting suns.
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Fig. 22 - Proxy mobility providers in 2022
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Fig. 23a - Profit pool simulation based on proxy companies for 2022 and 2035

EUROPE5 Revenue Revenue
(in M.€) CAGR

g 2022 2035
Z | Financial
G a. cia 4,878 9,138 ~4.9%
~ | Services
©
C
(&}
o icle-on-
£ Vehicle-on 1,380 5,196 ~10.7%
5 | demand
%
S Mobilit
= obility-on- 74 214 ~8.5%
9 demand
o
(]
>
-rel
Usage related 300 1,487 ~13.1%
. | services
I
S .
5 Vehllcle-related 764 3,121 ~11.4%
o | services
E Infrastruct
n ra.s ructure 75 345 ~12.5%
services
¢ | Recycle T
2
©
)
S | Re-market 1,177 3,682 ~9.2%

General disclaimer: These are rounded numbers; This is a line by line representation and not
possible to sum lines to a total ( for total numbers in this paper the model eliminates double
counting due to bundling of products).

Source: Deloitte Global Automotive Mobility Market Simulation Tool.

38

Contribution to

overall profit Delta

2022 2035

77.9% (734) 59.4% (1,631) QENRSESYA]

11.6% (109) 21.8% (597) +10.2%

0.3% (3) 0.4% (12) +0.1%

2.3% (21) 7.0% (192) +4.7%
9.0% (85) 16.5% (452) +7.5%
0.6% (6) 1.3% (35) +0.6%

0.2% (7) +0.2%

3.7% (35) 4.0% (110) +0.3%

Total profit amount in M.€ displayed in ()



The future of automotive mobility to 2035 | What might mobility providers' role be in tomorrow's value chain?

Fig. 23b - Profit pool simulation based on proxy companies for 2022 and 2035
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General disclaimer: These are rounded numbers; This is a line by line representation and not
possible to sum lines to a total ( for total numbers in this paper the model eliminates double
counting due to bundling of products).

Source: Deloitte Global Automotive Mobility Market Simulation Tool.
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In addition to the individual drivers that

influence each (sub-)profit pool, specific

overarching assumptions drive the 2035
numbers:

* New vehicle sales will likely grow by 18%
in EUROPES and 7% in the United States
until 2035.

Ownership to usage (shift 5) will likely,
among other factors, decrease the pro-
portion of cash purchases from 25% to
15% in EUROPES and 28% to 18% in the
United States.

Focusing on asset management (shift 8)
will likely lead to an overall increase in
assets under management by approxima-
tely 150%.

Financial services - Revenue from this
profit pool will likely nearly double in
EUROPES and in the United States until
2035. This anticipated growth is driven by
an assumption that lease penetration will
grow to 41% in EUROPES and 25% in US
markets. The absolute numbers for retail
credit are also rising for both markets, but
looking at the relative profit contribution,
we anticipate significant decline in both
EUROPES (11%) and the United States (26%).
This is driven by a shifting customer prefer-
ence away from long-term ownership-
based products in favor of more flexible,
usage-based ones. In addition, we expect a
growing number of competitors for financ
ing products, including non-captive players.
With the implementation of the agency
model by most OEMs in the European mar-
kets, our research suggests the profit con-
tribution of wholesale credit is likely going
to almost disappear to 1% in EUROPES,
while it will remain at around 4% in the US
market.

Vehicle-on-demand (VoD) - This is
potentially a rising star in the value chain,
with steep annual revenue growth rates

of 11% in EUROPES and 10% in the US
markets. Again, the basis for this growth
assumption refers to the shift expected in
how consumers may address their mobility
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requirements in the future. Key success
factors will likely be flexible products and
services tailored to individual customer
needs. The primary driver for VoD is likely
to be subscriptions with a penetration
rate reaching 16% by 2035 for EUROPES
and 13% in US markets. There is already a
dynamic, competitive landscape emerging
that is focused on subscriptions with new
players racing to disrupt this space.® This
emerging profit pool is also reinforced by
bundled and full-service products in the
B2C sector.

Mobility on demand (MoD) - Mobility is
evolving, especially in urban areas, driven
by a strong dependency on authorities
regulating public space in cities. This profit
pool will likely increase significantly in reve-
nue, around 9% in EUROPES and 8% in the
US markets annually, driven by offerings
like ride hailing/pooling, which thrive with
stricter regulations of individual mobility.
However, the relative profit contribution
indicates that it is—and may be—a niche
profit pool for the mobility provider, as
other, mostly tech players are dominating
this field. The underlying monetization
model of mobility providers is based on
commission as players orchestrate cus-
tomer demand as an agent or fleet financ
ing (see financial services) rather than oper-
ating a ride-hailing fleet for example.

The most promising MoD profit pool for
the mobility provider is likely the mobility
budget. It combines various established
services and creates a flexible offering that
caters to future mobility users’ demand.
Itis consequently one of the most impor-
tant enablers for mobility on demand with
expected annual revenue growth rates of
11% in EUROPES and 15% in the US mar-
kets and represents a critical piece of the
value chain going forward, despite its com-
paratively small profit contribution of under
one percent in both regions.

Usage-related services - Because of
the trend toward bundled products (e.g.,
full-service leases and subscriptions), a
significant uptake for in-life services is

anticipated, with an annual revenue growth
rate of 13% in EUROPES and US markets
for usage-related services and a respective
profit contribution of 7.0% and 6.7% in
2035. For example, insurance represents

a significant opportunity for mobility pro-
viders in the future, with a relative profit
contribution of up to 13% in both EUROPES
and US markets. This may be driven by

the development of innovative products
focused on “pay-how-you-drive” and “pay-
when-you-drive” emerging from the rental
and car-sharing space. On the other hand,
insourcing of insurance products and coop-
eration with large insurance companies will
likely represent a significant opportunity to
capture a greater portion of the value chain
and improve margins by reducing the need
to pay brokers and dealer commissions.

Vehicle-related services - Vehicle-
related services are fueled by an increased
penetration of bundled products and a
growing consumer desire for a single all-in-
clusive payment with an annual revenue
growth rate of 11% in both EUROPES and
US. Similarly, the adoption of common
standards in the B2B space (e.g., full-
service leasing) continues to permeate

the B2C sector, reinforcing overall uptake.
However, the transition to EVs may reduce
the need for classic aftersales services,
such as maintenance and repair, potentially
shrinking by one-fifth in profit contribution
to the mobility provider. EV adoption could,
however, create new services such as bat-
tery management growing in both regions
at a pace of 12% annually. By 2035, these
and other examples may lead to an overall
increase in relative profit contribution to
16.5% in EUROPES and 14.2% in the US
markets.

Infrastructure services - Automotive
mobility providers are likely to engage on

a commission basis, acting as an agent for
services around parking, fueling/charging,
and tolling rather than directly operating
the infrastructure. These types of services
may mature, particularly as the transition
to EVs gathers momentum and the need
for charging services develops. While the
overall profit contribution may remain small



Fig. 24 - Summary of rising stars and setting suns
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most important enablers for MoD and hence has a pivotal importance. Source: Deloitte Global Automotive Mobility Market Simulation Tool.

in 2035 at 1.3% in EUROPES and 0.7% in
the US markets, infrastructure services
may complement the overall coverage of
the value chain, creating a holistic mobility
offering toward the customer.

End-of-cycle

Re-cycle - This increasingly important profit
pool is relatively new and unexplored to
mobility providers evolving from non-
existence in 2022 to €136 million ($148 million)
in revenues for EUROPES and US$300 mil-
lion (€276 million) in US markets in 2035.
Maintaining control of the vehicle until end-
of-life, along with the growing importance
of the sustainable use of resources (i.e.,
circular economy), may make smart and
cost-efficient re-cycling increasingly impor-
tant (especially for batteries).

Re-market - For mobility providers,
re-marketing will likely form a significant
profit pool in the future contributing 4.0%
in EUROPES and 4.6% in the US markets
in 2035. The high margins in the used car

market throughout 2022 will likely cool
down as supply begins to normalize with

a rebalancing of new vehicle inventories.
Players will likely control around 150%
more assets and may need to manage

the vehicles across multiple cycles while
addressing changing customer needs.
These will be among the new skills required
to help determine the right selling point to
maximize vehicle lifetime value and coun-
teract tightening margins.

It may be important for the future success
of mobility providers to understand the
rising stars and setting suns to help chart a
path forward (see Figure 24).
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Fig. 25 - Proxy mobility provider in 2035
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Source: Deloitte Global Automotive Mobility Market Simulation Tool.

Strategic decisions should be rooted in a While the future is yet to be written, the
careful review of each of the future profit profit pool simulation tool can help com-
pools to reduce the focus on inappropriate panies adapt to the changes ahead and
solutions. improve the possibility of success.
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sector players may need to develop or acquire
advanced capabilities in several areas to help
build a future operating model. In many cases,

mobility providers may seek strong mobility

collaborations to help ensure the success of
new product offerings.

There are four typical operating model
components to consider: (1) vision and
strategy; (2) technology and processes; (3)
strategic collaborations; and (4) people and
culture.

A careful assessment of each category can
help organizations decide whether a future
operating model should be developed
internally (often requiring major resource
investment) or integrated through ecosys-
tems and partnerships (which can be faster
and more efficient but can require addi-
tional effort). A deeper understanding of
each area and related up- and downsides

can help players develop effective and resil-

ient capabilities with an eye toward 2035.

Sustainability roadmap - Sustainability
and CCF reduction are important themes
expected to impact the future mobility
business. For example, the transition

from ICE vehicles to EVs may require new
capabilities in what had previously been
core competencies like RV management.
This could mean foreseeing technological
advances in batteries and creating models
that are both flexible and robust. Addition-
ally, mobility providers may actively manage
and plan assessments on the CCFimpacts
of their existing fleets (ICE and BEV compo-
sition) and on refinancing to help develop a
resilient vision for future success.

Value chain coverage - The expansion
of value chain coverage to include flexible,
usage-based business models, down-
stream services, and end-of-cycle oppor-
tunities may require a broader set of skills
and capabilities than industry players cur-
rently possess. These skills could include a
new digital savviness, an ability to handle
“small tickets” (e.g., smaller, and shorter
contracts or payments), and more frequent
customer interaction than ever before.

This expansion of coverage could suggest
that value creation is becoming more frag-
mented and hence more volatile for the
foreseeable future, which may also require
a new level of resilience.

Autonomous foresight - Companies may
need to adapt their IT systems, operations,
and products to prepare for the future of
autonomous mobility. This could require
forming a new mindset about the business,
as well as developing new processes and
technologies. To plan today for this reality
tomorrow, it may be important to identify
attractive profit pools for AVs and related
services, while also considering the mag-
nitude of potential investments required

to realize the full potential of autonomous
technology.
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Along with the capabilities required to
underpin new and expanded business mod-
els, mobility providers may consider focus-
ing on creating a foundation of operational
efficiency rooted in lean processes and the
application of automation technologies.
Companies could also develop these capa-
bilities in the context of broader technology
transformations taking place, including
Al-enablement tools and cloud-based archi-
tectures.

(Digital) Sales channels - Mobility pro-
viders will likely need to implement new
capabilities like those seen in established
fintechs. This could entail developing (either
on their own platform or through integra-
tion) a state-of-the-art technology stack that
helps enable customer relationship man-
agement (CRM), digital and direct customer
interaction, and the orchestration of sales
channels.

Asset management - Becoming an asset
manager may require a much greater set of
skills vs. pure asset financing. Asset manag-
ers could consider the whole life cycle of a
vehicle, customer interactions, and decision
points to optimize vehicle lifetime value.
Advanced analytics capabilities may be
important to the process, helping inform the
fleet assignment to customers. This could
also help maximize the vehicle value in the
system while enabling decisions regarding
when a vehicle reaches the optimal point
to retire it into re-marketing. Like digital
sales channels, asset management may
also require platform and system compe-
tencies to support the implementation of a
suitable tech stack, which supports contract
management, frequent customer interac
tions, and the fleet itself. The stack could be
backed by lean processes covering physical
handling, like “ready-to-rent” measures and
the operational in-fleeting/de-fleeting of
vehicles.

Existing processes for ICE vehicles are chal-
lenged by EVs and may require significant
infrastructure adjustments. This is likely

to be primarily driven by batteries, which
account for a major portion of the RV and
require dedicated management (closely
aligned with the OEM), and specialized

capabilities in battery handling. Some mobil-
ity providers are also gearing up for the
eventual emergence of scaled, commercial
self-driving fleets, which may have a massive
impact on the way in which assets are man-
aged in the future.

Handling of product portfolio complex-
ity - Organizations might prepare to offer
flexibility in their products, including sub-
scriptions and leasing for vehicles. This could
require a breadth and depth of products
and services that may be new to the organi-
zation. To combat potential added complex-
ity, companies could consider simplifying, or
even automating, modular product choices
for consumers. The goal would be to tear
down system-specific silos and instead
strive to integrate functions wherever feasi-
ble. Synergies, not silos, should become the
organizational norm.

End-of-cycle capabilities - Used car/
re-marketing capabilities could be vital to
help earn a profit toward the end of the
vehicle life cycle. As such, mability provid-
ers could consider actively managing and
controlling re-marketing channels. Recycling
capabilities may be a completely new skill
set that should be developed or acquired via
strategic relationships with industry special-
ists. This requirement is driven, in part, by
the industry transition to EVs, and the value
associated with batteries.

Technology - Mobility providers will likely
need microservices like digital signatures,
customer identification, and payment ser-
vices to help enable their digital- and direct-
sales channels as well as their digital self-
service-based offerings. Such services can
be developed in-house or bought/sourced
from dedicated third-party providers.
Industry players should carefully plan and
execute their IT landscape. Developing an
effective technology architecture may be an
important element of cost efficiency while
offering an innovative customer interface
and experience.

Data - When it comes to using and exploit-
ing data effectively, there may be several
avenues for industry players to pursue.
These include digital and direct sales chan-
nels, increasing in-life services, and fleet
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management. Such products could create
volumes of customer and usage data com-
pared to classical financing, which may be
valuable in the near- and longer-term to
drive value by helping to inform strategic
decisions regarding products, prices, loca-
tions, promotions, and operational pro-
cesses. To unlock these opportunities, com-
panies should consider establishing a strong
data foundation anchored by capabilities to
help ensure the integration and optimiza-
tion of data across the organization.

Ecosystem orchestration - There may
be an element of sharing in the future of
automotive mobility, which will likely require
enhanced coordination among sector
players. This ecosystem may take shape in
the form of alliances, partnerships, and/or
deeper cooperation among OEMs (i.e., “coo-
petition”). Such integration could emerge
as the new normal—as may an increase in
M&A activity—as organizations realize that
not everything can be managed in-house,
alone, or with current resources and infra-
structure. This approach centered on stra-
tegic partnering and M&A could be crucial
for reducing the time it takes to implement
key capabilities required to access emerg-
ing profit pools going forward (e.g., vehicle
recycling, battery re-marketing, and MoD
services).

Talent - Evolving the role (and new prod-
ucts) of the mobility provider may require
new skills with mobility, technology, and
public sector/regulatory experience top-
ping the list. Tech skills like IT architecture,
Al, machine learning (ML), software devel-
opment, and data analytics/science will
likely be invaluable in helping implement
the vision noted above—one that is more
closely aligned to the future of automotive
mobility. Additional talent should revolve
around entrepreneurial business skills that
closely align with product management
and e-commerce, which can help enhance
the value chain and existing portfolio.
Finally, mobility platforms and AVs require
interaction with public authorities. As such,
business to authorities (B2A) experience can
help drive usage-based business models
and manage ESG requirements.
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Where will you play in 2035?

Some elements of the new operating
model capability requirements might
sound straight forward, but the path to
success can be quite different, depending
on the individual player. Because of this,
we have explored these capability require-
ments through the lens of three different
company types under the umbrella of the
automotive mobility provider:

Captive finance company

As profit pools continue to shift toward
services, captives could step out of their
OEMs’ shadow to reinvent themselves

as essential drivers of profitability. Key
next steps for captive players to consider
include:

e Shifting from one-time sales financing
to asset management across multiple
life cycles by setting up effective busi-
ness and IT processes for customer and
asset life cycle management, including
an advanced used car program built
around the 4 R's.

Defining a sustainability strategy and
setting a clear direction for CCF reduc-
tion, effectively managing the remai-
ning ICE fleet with corresponding RVs,
and controlling the impact of ESG-ra-
tings on the refinancing costs of the
balance sheet.

Initiating insurance product innovation
for flexible usage, including insour-
cing of insurance operations, either in
strong cooperation with an established
insurance company or developed fully
in-house.

Defining a mobility platform strategy
as either an operator or aggregator and
starting to build a suitable offering for
multi- and inter-modal mobility.

Fleet management company

When it comes to managing a vehicle
across its full life cycle, fleet managers will
likely say this has been commonplace for
many years. As such, the industry shifts
expected over the next decade could offer
an opportunity for existing fleet manage-
ment companies to gain market share and
claim a greater share of the automotive
mobility value chain. Key areas of focus for
this group to consider include:

Further strengthening of the leading
market position regarding optimized
sourcing strategies and processes to
secure quantity and quality of vehicle
supply at a competitive price.

Expanding product portfolio in vehicle-
and usage-related, as well as infrastruc-
ture, services in-house or through part-
nerships, which may increase flexibility
on contract type and duration to cater
for more diverse customer demand.

Improving the mobility budget by com-
bining a variety of services (i.e., beyond
automobiles) and creating a more flexi-
ble offering that caters to the demand
of future mobility users.

* Supporting customers in their EV tran-
sition by offering suitable products and
services (e.g., charging services).

Rental company

Like fleet managers, vehicle rental com-
panies have experience in handling small
tickets and frequent customer interac-
tions. However, extraordinarily tight mar-
gins and a strong dependence on OEM
sourcing channels mean rental companies
should optimize processes, grow their
balance sheet, and expand their portfolio.
Key next steps to consider include:

* Optimizing sourcing strategies and pro-
cesses to help secure the quantity and
quality of vehicle supply at a competi-
tive price.

Helping to improve fleet usage by buil-
ding Al-based solutions for channel

management while expanding product
portfolios to optimize across channels.

Increasing the share of vehicles on their
own balance sheet to help enable mid-
to long-term products and services by
improving in-house fleet management
and RV capabilities.

Actively managing the shift in fleet from
ICE vehicles to EVs by helping to solve
customer pain points (e.g., battery
capacity) and adjusting operations to

fit new EV requirements (e.g., charging
stations).
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/. Key takeaways

Mobility providers are potentially on the cusp of a make-
or-break moment. Eleven key shifts are driving disruptive
change in the automotive mobility industry and could
require market participants to act. Depending on the
business model, players occupy different starting positions.

Non-captive automotive banks are typically
dependent on classical retail and whole-
sale financing. OEM captives may remain
focused on supporting volume targets of
OEMs instead of maximizing life cycle prof-
its and can potentially be stuck with increas-
ingly problematic ICE fleets. Leasing and
fleet companies as well as rental companies
may be better prepared for the accelerating
trend of moving from classical vehicle own-
ership to usage-based models.

For many players, making the right choices
today is important to help benefit from a
growing market shift in profit pools from
one-time sales to recuring revenue over
multiple life cycles. These choices and reac-
tions to the shifts should not be limited to
local markets. Products and services could
be offered on a regional basis at the very
least. Mobility players could consider focus-
ing on the following points:

Establish your company as either an
orchestrator across the value chain, cover-
ing many elements (make or buy) and coor-
dinating the offering, or position yourself as
a specialized contributor with best-in-class
products and services for selected parts of
the value chain (or a combination of both).

Mobility providers can further strengthen
their position as an orchestrator by estab-
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lishing a network to meet the demand for
one-stop shopping and bundled products.
Also, acquiring other companies can help
achieve these goals. Such inorganic growth
can increase market share in segments in
which providers are already active. It can
also help expand the depth and breadth of
product portfolio offerings through comple-
mentary products beyond a company's own
sales proposition.

This may require a shift from one-time
sales to asset management across multi-
ple life cycles. Mobility providers will likely
need to optimize usage of each vehicle,
leverage CRM systems for asset manage-
ment, and build key competencies in fleet
management, residual value management,
cross-border asset management and end-
of-cycle services (the 4 R's). The capabilities,
such as Al, high-level automation, and cloud
technologies, will likely be important to effi-
ciently manage significant assets over their
lifetime to optimize profits (i.e.,, the next
best option for vehicles).

Mobility providers could start—or con-
tinue—to build usage-based product
portfolios because revenue and profit
contributions of vehicle and mobility-on-de-
mand products are expected to increase
(i.e., revenue CAGR of 7.7%-8.8% and profit

contributions of up to 20% by 2035). Also,
in-life services may be considered for
further investments due to their growth
and increasing profit share. Focusing on
insurance services could become especially
lucrative for mobility providers as volumes
increase and opportunities arise to bundle
them with existing products or offer them
as in-life services.

We expect mobility platforms and mobility
budgets to emerge as key distribution chan-
nels and sales enablers in the future. Mobil-
ity providers can create their own platform
or develop a product or service under the
corporate customer brand and maintain

a convenient, one-stop digital and hybrid
experience for users. Mobility budgets—as
a B2B (and B2C) offering—can be an attrac
tive option for corporate customers to offer
mobility benefits to employees beyond the
traditional company car.”” Employees could
use their mobility budget from their com-
pensation to pay for (multi-modal) mobility
options. Budget and platform pricing can
help steer usage according to ESG targets.
Solutions can be mobility provider-branded
with the corporate customer brand. They
could also include a certain degree of cus-
tomization regarding product offerings (i.e.,
limited to or segmented by employee level)
and pricing (i.e., allowing for volume-based
pricing). Consolidated billing and adequate
reporting input for accounting and payroll



could be another important element. As a
next step, public platform offerings could
be created, focusing directly on consum-
ers. These could allow for adequate brand
representation, full product coverage, and
customer-centric and convenient interfaces
and processes—especially when it comes
to payments.

Pursue decarbonization to meet the 1.5
degrees Celsius climate target.

Mobility providers could actively manage
the shiftin their fleets from ICE vehicles to
EVs, starting with attractive, usage-based
products. Even so, customers still might
require incentives to drive EV adoption.
Providers, for their part, can invest in
decarbonization initiatives during the usage
phase of the vehicle, creating mutual bene-
fits for organizational environmental goals
and like-minded customers. Furthermore,
according to Deloitte analysis of industry
data, incorporating sustainability into the
business model corresponds to an interest
rate advantage in the procurement of debt
capital (5-60 basis points for sustainable
linked loans originated in 2021).

Keep an eye out for mid- and long-term
development of autonomous vehicles
and fleets.

Even though there are many technological
and regulatory obstacles to overcome, AVs
likely will not simply challenge the current
business model. They are expected to com-
pletely change the way we look at and use
vehicles in the long term. To set themselves

up for success, mobility players today can
keep AVs in mind when investing in capabil-
ities, such as fleet management, telematics,
functions on demand, in-car purchases, and
payment solutions. Investments in these
areas already create competitive advan-
tages for non-autonomous products in the
short and medium term and could provide
a head-start for market leadership in AVs in
the long term.
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Premium vs. volume
brand segments

We expect certain differences
between the premium and volume
automotive mobility market, as prod-
ucts and customer preferences differ.
In this study, we assess an average
across the segments, and we summa-
rize the key differences here:

Customer relationship: Premium
customers can expect a closer and
more direct relationship with the
OEM, dealer, or mobility provider.
Consequently, the transition to online
sales may not advance as quickly vs.
the volume brand segment, while
greater brand loyalty and customer
retention can be expected.

Ownership: Vehicle ownership could
remain more common for customers
in the premium segment, while for the
volume segment, usage-based prod-
ucts could continue to claim market
share faster.

Individualization: Customersin

the premium segment tend to have
stronger preferences for individual
features and specifications, while the
volume segment may transition fur-
ther to uniform configurations, which
make it easier to cater to the mass
market (build-to-order vs. build-to-
stock).
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8. Conclusion

The study results suggest the automotive
mobility market size in the EUROPES region
is projected to grow significantly (5% CAGR)
to €141 billion ($153 billion) by 2035. In the
United States, the market is projected to
grow to US$281 billion (€258 billion) (5%
CAGR) over the same period. However,
below this topline, fundamental changes
are expected to result in significant disrup-
tion across the ecosystem. In fact, several
macro trends are accelerating this change
(e.g., changing customer behavior, faster

EV transition) requiring an accelerated shift
to emerging profit pools. But not all profit
pools will develop favorably (e.g., traditional
retail credit business -10% for EUROPES and
-25% for US markets in relative profit contri-
bution based on the proxy mobility provider
simulation). As such, mobility providers may
need to differentiate their near- and long-
term growth strategies. In doing so, they
should identify their most promising profit
pools that mesh with their strategic focus.
Choosing the right areas in which to play
could help determine their future success,
the role they might play in the future auto-
motive mobility sector—or possibly if they
will even exist in 2035.

Mobility providers also play a pivotal role

in reducing CO,e emissions. Reaching ESG
targets can create a competitive advantage
in an increasingly complex market envi-
ronment and help drive profitability. The
growing popularity of usage-based services
can, in turn, help increase mobility provider
balance sheets—a win-win scenario to be
sure.

The analysis suggests that management of
a vehicle asset across multiple life cycles
can be 50% to 60% more profitable than
the traditional OEM business model of one-
time sales to customers. To succeed today
and tomorrow in this highly competitive
environment, mobility providers can work
to develop advanced capabilities that are

either built internally or integrated through
ecosystems, partnerships, and acquisitions.
It may also be critical for OEMs to carefully
consider their investment priorities. Con-
tinuing to invest in product technology as

a key competitive differentiator may be
obvious. However, to fully embrace the
emerging profit pools, OEMs might consider
focusing future investment on their captive
mobility providers. In fact, a captive-first
investment strategy could help determine
whether OEMs maintain their position as
key stakeholders in the automotive value
chain or become suppliers of hardware that
are more effectively monetized by other
players.

While established players may beina
strong position to thrive in the evolving
mobility sector, they still should consider
stepping up sooner rather than later to
meet these challenges with investments
and forward-thinking decision making. Their
future in automotive mobility down the
road could depend on it.

The future of automotive mobility to 2035 | What might mobility providers' role be in tomorrow's value chain?
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