
Automotive

Respond, Recover, Thrive

Deloitte Value Creation Services  |  Blue Water Energy
May 2020



2

Automotive Impact of COVID-19
As an industry already undergoing rapid change, COVID-19 has shifted 
consumer mobility habits and increased pressure on OEMs and retailers

The impact of COVID-19 and subsequent lockdown measures put in place by governments have impacted global 
supply chains, automotive production and vehicle retail

The impacts expected below are predicated on a sharp contraction in the economy in Q2, followed by a steady return 
towards growth in H2 2020, underpinned by gradual return to the workplace and cautious return of social behaviours

OEMs

• Slow ramp up of production as 
lockdown restrictions are eased 
and supply chains recommence 
meeting a gradual rise in 
demand as mobility becomes 
more prevalent.

• Economic challenges give rise to 
a “squeezed middle” in the 
premium sector with luxury and 
volume sectors recovering 
faster. 

• New entrant OEM’s with liquidity 
challenges are acquired by 
existing OEM giants.

Captives & Mobility Providers

• Volumes of defaults and payment 
holidays increase and may 
extend as lockdowns play out. 
Captives remain active to support 
driving sales in recovery. Banks 
review their position on the asset 
class and are likely to take a 
pragmatic view in the long-term.

• Targeted renewals campaigns 
and customer treatments 
required to successfully keep 
customers in cars and minimise 
handbacks. Residual values 
decline in near-term creating 
pressure; the used marked is 
vital to recovery. 

• Mobility services begin to recover 
as lockdown eases.

Retailers

• Retailers eventually allowed to 
re-open and focus on moving 
consigned and existing stock.  
Targeted campaigns focus 
initially on renewals activity.

• Wholesale and floorplan lenders 
extend payment terms with 
some OEM’s increasing long 
term retailer commitment to 
show solidarity.

• Uptick in servicing and parts 
sales due to lockdown based 
deferrals and non use of vehicles
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Market Challenges
Disruptive forces include shifting spending patterns, changing supply chain 

and acceleration of digital

Recover and 
Thrive in 

Automotive

Importance of data

Change in consumer mobility 
preferences and habits

Increase in competition from 
new entrants

Focus on Sustainability and 
shift towards Electrification

Keeping on top of the 
changing consumer landscape

Need for unique 
consumer experiences 

Pressure on working capital 
and profitability

Slow down in 
consumer spending 

Production shutdown, 
restart and ramp up

Shift to digital 
channels away from 
traditional retailers/ 

dealers

Supply chain 
disruption

Crisis management

Leadership 
resilience

Coronavirus – COVID-19 BAU Challenges

New 

challenges

Getting 

worse
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Response and Recovery

Many businesses are grappling with a set of commercial & financial decisions, 
informed by uncontrollable factors, in addition to the choices they make

R
E
S

P
O

N
D

R
E
C

O
V

E
R

PRIORITES ACTIONS

Demand
• To what extent will macro-demand recover to the pre COVID-19 

norm?
• What differences can be expected by segment, category, region, 

channel, used vs new, fleet etc.?
• Will there be a trickle down in demand for aftersales given parked 

vehicles?
• What will be the impact on residual values and associated liquidity?

Behaviours and Preferences
• What lasting effects on the way consumers travel have on demand?
• Will there be a move to online demand due to no contact deliveries 

and increased awareness during lockdown?

Supply Risk
• How exposed are businesses to the speed of recovery in other 

countries because of where supply chain partners are located?

Demand
• How quickly will volume rebound from the immediate COVID-19 shock 

release of measures?
• What differences can be expected by segment, category, region, 

channel, used vs new, fleet etc.?
• Will there be an above normal surge in demand on release of 

measures, e.g. due to PCP renewals?
• What VME incentives are most effective?

Behaviours and Preferences
• Will there be changes in demand for specific segments given impacted 

consumer confidence?
• Will the surge in remote working and current ‘essential trip only’ result 

in reduced mobility levels when lockdowns are released?

Supply Risk
• What effect will the opening status of retail networks have?
• How will stock levels at dealerships affect business performance?
• Will there be a surge in trade-ins vehicles from now unemployed?

• Employees - prioritise workplace safety, offer 
appropriate reward and keep furloughed employees 
informed and supported

• Customers - engage with existing customers to 
support them, build relationships with new 
customers

• Financial resilience - cost mitigation, deferrals, 
liquidity and borrowing, working capital, property 
and lease terms

• Operational flexibility – move retailers online, 
prioritise restarting vehicle production

• Production – staggered production restart, 
additional health and social distancing measures

• Supply – maximise supplier visibility,  identify 
points of stress & protect critical supply

• Employees – implement safety protocols, evaluate 
new workforce requirements

• Customers – understand new consumer behaviour, 
define strategy for engagement

• Production – ramp up production output

• Supply – create supply chain resilience using 
control towers and digital twins, explore local supply 
chain options

• Stock – profitably manage standing and used stock 
to overcome reduction in production capacity

• Online capabilities – maximise digital sales 
channels, evaluate expansion across full customer 
journey

• Strategy – define future vision, no regret moves 
and ensure alignment across organisation
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Thriving post COVID-19
Businesses will need to act decisively and reinvent for the next normal

Talent & 

Strategy

• Develop relevant strategy; channel mix, financing models, in 
response to new consumer behaviours

• Identify critical business functions and be prepared to make tough 
decisions

• Evaluate necessary employee skills and how these can be used to 
differentiate

• Enhance and create distinctive customer experience across channels
• Act with authentic purpose and values

Business continuity 

& financing 

• Optimise working capital
• Structure organisational design for resilience with focus on profitability 

of new business structure
• Optimise retailer assets including location, number and purpose

Customer 

Engagement

• Understand new consumer behaviours and changing mobility habits
• Focus on building a differentiated consumer experience
• Establish new ways to connect with customers

Accelerate digital 

capabilities

• Shift the customer journey online
• Quick launch eCommerce channel
• Strengthen end-to-end digital ecosystem (sales & after-sales)

• Use customer data to enhance customer experience
• Scale digital operations, using technology to enable flexibility
• Improve data analytics capability to reduce production downtime and 

warranty spend

The new norm will require three 
critical capabilities:

Resilience

Flexibility

Optimisation

Supply 

chain

• Enhance supply chain resilience looking at potential redesign, adapt 
crisis management frameworks, reprioritise complexity rationalisation

• Invest in digital and analytical tools for forecasting and predictive 
monitoring

• Sustainable sourcing
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