Edition #1 – Data Digest is CLEPA’s new monthly publication shedding light on the health and
resilience of the European automotive supply industry through latest facts and figures
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Cost pressures put EU’s private innovation stronghold at
risk
A third, and possibly a fourth year of crisis marked by cost pressures, supply
chain disruptions, and suppressed vehicle production volumes will put the
investment capabilities of the EU’s private R&D stronghold at risk, with the
automotive sector representing 34% of overall private R&D investments across
Europe. 1
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1 – Raw material and energy costs continue to increase
Gas prices have steadily increased since April ’21 and they have quadrupled in
just over a year, while electricity prices have increased more than threefold. Oil
has shown a more gradual increase, trading 80% above levels recorded in April
’21. Automotive suppliers processing metals deeper down in the supply chain
will typically be more energy intensive and more directly affected. These
companies tend to be smaller in size and therefore more vulnerable.

The increase of gas and electricity prices has a direct impact on aluminium and
steel prices and therefore impacts suppliers across the board. Nickel prices have
steadily increased and recorded a significant jump after the invasion of Ukraine,
given Russia’s role as a nickel supplier. 69% of suppliers indicated to have
problems passing on cost increases to their customers.

2 – Profitability is under pressure
Cost increases and difficulties to pass these on result in a significant share of
suppliers expecting losses over 2022, more than during the two preceding years
of COVID-19 and semiconductor shortage reductions. Almost 1/5 of suppliers
reported losses of more than 5% in 2021 and almost 1/3 expect to report losses
over 2022. Other suppliers (often in the area of digital technologies and
electronics) are showing resilience, with the share of suppliers with a
profitability of more than 5% doubling between 2020 and 2021.

On average, cost pressures and supply chain disruptions are likely to suppress
operational profitability by 3 percentage points. Average margins were around
2.6% in 2020 and around 5% in 2019. This pressures suppliers’ ability to maintain
investments in green and digital innovation.

3 – Financial stability shows signs of distress
More than four in ten automotive suppliers show signs of financial distress,
undermining resilience against external shocks. This figure has worsened over
the last three years, which was undoubtedly impacted by the outbreak of the
COVID-19 pandemic and the subsequent shortages of raw materials and
semiconductors.

4 – The mobility ecosystem is facing challenges
Almost half of suppliers see raw material shortages and limited freight capacity
as critical, with respectively 19% and 17% indicating that this is already
impacting their business. 29% of suppliers is critically concerned about their
suppliers going bankrupt, with 15% reporting that this has already taken place.

5 – Investment in R&D is the key
Despite financial pressures, investment in R&I continues among automotive
suppliers, as confirmed by CLEPA’s latest Pulse Check. Particularly in Europe,
innovation is seen as the real key to continuing to compete in the markets.
However, on-going pressures could impact future investments.

6 – Uncertainties remain around the transition
The focus on innovation is also reflected in the general feeling of readiness for
change. With regard to the Autonomous, Connected, Electric and Shared
Vehicles (ACES) trends, compared to when COVID-19 broke out two years ago,
companies are feeling increasingly prepared for change in the sector.
Nevertheless almost 60% do not feel well prepared for the electrification and
digital transformation of the automotive industry.

Are you interested in knowing more about it?
Contact CLEPA Communications Team at communications@clepa.be
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