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11 CRISIS AS A CATALYST

Dr. Alexander Timmer
Berylls by AlixPartners

Anyone seeking to describe the situation
facing automotive suppliers this year could
point to a broad number of factors, such as
declining revenue despite rising production
volumes, delayed platform launches, or gro-
wing pressure from Asia. And all of that is
true, but still misses the point. The crux of
the matter is financial in nature - and more
alarming than most public discussions would
suggest.

The industry’s interest coverage ratio has
been declining steadily since its post-COVID
peak and is now at its lowest point since the
onset of the electrification wave. After a
brief recovery, the investment rate among
the largest suppliers has fallen to its lowest
level in at least eight years. Neither of these
developments are a mere cyclical dip, but
signalize a structural shift, the consequen-
ces of which are being underestimated. The
supplier industry is losing its financial
strength at precisely the moment when
it needs to finance the most expensive
transformation in its history.

Companies that allocate a growing share of
their operating cash flow to interest pay-
ments have less leeway to make the requi-
red investment leap into the world of electric
mobility and software-based vehicle sys-
tems. Enterprises that reduce their invest-
ment ratio year after year do not immediate-
ly lose market share - but they do lose the
ability to defend that share three or four
years down the line. That is the difference
between a liquidity problem and a solvency
problem. Some parts of the supplier indus-
try have both.

A paradigm shift is now sweeping through
this weakened system and changing the
equation for good. European OEMs are in-
creasingly expanding their procurement
partnerships with Asian companies. With
every new agreement of this kind, the Asian
supplier network becomes more deeply in-
tegrated in European vehicle architectures.
Competitive pressure is therefore no longer
coming solely from new market entrants, but
increasingly also from the procurement de-
cisions of long-standing OEM customers,
which fundamentally changes the underlying
strategic logic.

Today, Asia is no longer merely a market for
high-volume sales of mature technologies,
but also serves as a benchmark for innova-
tion and a price reference. Companies that
fail to establish their own development pre-
sence there are developing for a market that
will be faced with a fully scaled, lower-cost
alternative in just a few years.

Here lies the real irony of the situation: the
very suppliers who most urgently need to
take this step - small and medium-sized spe-
cialists, companies without a footprint in
Asia, and suppliers in product categories
directly affected by technological advances
- are the least well-positioned to do so due
to the burden of interest payments and de-
clining investment capacity. The technologi-
cal expertise is in place, but the financial
resources needed to make the necessary
investment leap are increasingly lacking.

What does this imply? The answer lies not in
waiting, but in actively refocusing our efforts
on three areas. Consistently streamlining
the balance sheet creates the financial flexi-
bility needed to take the next steps. Those
who view Asian manufacturers as potential
new domestic customers as they expand
into Europe - and offer them European cer-
tification expertise as genuine added value
- are opening a strategic window of oppor-
tunity that will not remain open indefinitely.
And companies that develop the growing
aftermarket as a high-margin second reve-
nue stream can gradually free themselves
from direct OEM price pressure. Together,
these three levers can achieve more than
any one of them on its own.

The current situation is serious. But it is also
a challenge that offers opportunities. Those
who make the right decisions now can emer-
ge stronger from this period of consolidation
- as a provider to both ecosystems rather
than a bystander to a transformation sha-
ped by others.

| hope you enjoy reading it,
Yours

Syains™

Dr. Alexander Timmer

Partner & Managing Director
Berylls by AlixPartners

The supplier industry
Is losing its financial
strength at the very
moment when it
needs to finance the
most expensive
transformation in its

history.



06 TOP 100 RANKING IN 2026

2 | TOP 100 SUPPLIERS RANKING

As of 15.05.2026
Rank Revenue Profitability
Company Country 2025 2024 A 2025 2024 Aabsolute Arelative | Type  2025in€ 2025in% 2024in€ 2024in% A Notes
Bosch DE 1 1 55.845 55.795 EBIT 983 1,8% 2.041 3,7% B, 1, AU
Denso JP 2 2 42.802 42.522 Ol 2.865 6,7% 3.263 7,7% B, 2, AU
CATL CN 3 7 38.987 32.493 KA. -/- -/- -/- -/- B, 1, AU
Hyundai Mobis KR 4 5 37.893 38.794 Ol 2.082 5,5% 2.083 5,4% B, 1,GU
Magna CA 5 4 37.177 39.575 EBIT 1.342 3,6% 1.620 4,1% B, 1,GU
ZF Friedrichshafen DE 6 6 35.573 38.097 EBIT -1.003 -2,8% 192 0,5% B, 1,AU
Aisin JP 7 8 29.228 28.442 Ol 1.440 4,9% 1.011 3,6% B, 2, AU
FORVIA FR 8 10 26.154 26.974 Ol 1.457 5,6% 1.400 5,2% B, 1,GU
Michelin FR 9 9 25.992 27.193 Ol 2.366 9,1% 2.631 9,7% B, 1,GU
HASCO CN 0 12 22.665 21.682 Ol 1.162 51% 1.055 4,9% B, 1,GU
Valeo FR 11 14 20.903 21.492 Ol 977 4,7% 919 4,3% B, 1,GU
Bridgestone JP 12 15 20.832 21.414 Ol 2113 10,1% 2.076 9,7% B, 1,AU
Cummins us 13 N1 20.600 22.960 EBIT 1.849 9,0% 2.285 10,0% B, 1, AU
Lear us 14 13 20.583 21.532 EBIT 940 4,6% 1.013 4,7% A 1,GU
Schaeffler DE 15 16 19.671 19.651 EBIT 116 0,6% -/- /- B, 1, AU
Aumovio DE 16 Neu 18.550 n.a. Ol -/- -/- -/- -/- B, 1, AU
Aptiv IE 17 17 18.051 18.212 Ol 1.048 5,8% 1.702 9,3% B, 1,GU
Sumitomo Electric JP 18 20 16.921 16.495 Ol 1.107 6,5% 1.001 6,1% B, 2, AU
Goodyear us 19 19 15.803 16.975 Ol 935 5,9% 1.218 7.2% B, 1,AU
Tenneco us 20 18 14.124 15.500 KA. -/- -/- -/- -/- D, 1,GU
Continental DE 21 3 13.798 39.719 EBIT 1.776 12,9% 2.287 5,8% B, 1, AU
Yazaki JP 22 22 13.379 13.174 KA. -/- -/- -/- -/- D,3,AU
Hankook & Company KR 23 52 13.145 6.379 Ol 1.142 8,7% 1.194 18,7% B, 1,GU
Adient IE 24 21 12.995 13.417 EBIT 99 0,8% 300 2,2% B, 2,GU
Astemo JP 25 24 12.721 12.746 KA. -/- -/- -/- -/- D,3,AU
BorgWarner us 26 23 12.669 13.014 Ol 474 3,7% 504 3,9% B, 1,GU
HORSE Powertrain GB 27 Neu 12.626 n.a. Ol -/- -/- -/- /- D, 1,GU
Toyota Boshoku JP 28 28 11.921 11.774 Ol 300 2,5% 329 2,8% B, 2,GU
Motherson Group IN 29 26 11.740 12.051 KA. -/- -/- -/- -/- B, 1, AU
Gestamp ES 30 27 11.349 12.001 ol 546 4,8% 582 4,9% B, 1,GU
Mahle DE 31 29 11.257 11.681 EBIT 228 2,0% 423 3,6% B, 1,GU
Opmobility FR 32 30 10.216 10.484 Ol 490 4,8% 440 4,2% B, 1,GU
Autoliv SE 33 34 9.571 9.599 ol 963 10,1% 904 9,4% B, 1,GU
Clarios us 34 37 8.912 9.303 KA. -/- -/- -/- -/- E 3, AU
Marelli IT 35 32 8.910 10.488 KA. -/- -/- -/- -/- D, 1,GU
Dana us 36 36 8.848 9.501 EBIT 374 4,2% 209 2,2% B, 1,GU
LG Energy Solution KR 37 31 8.627 11.030 Ol -423 -4,9% -563 -5,1% B, 1,AU
BHAP CN 38 38 8.623 8.989 KA. -/- -/- -/- -/- E 1,GU
Weichai Power CN 39 33 8.542 8.273 Ol -/- -/- -/- -/- B, 1, AU
TE Connectivity IE 40 39 8.506 8.562 Ol 1.658 19,5% 1.677 19,6% B, 2, AU
Flex-N-Gate us 41 M 8.230 8.222 KA. -/- -/- -/- -/- D, 1,GU
JTEKT JP 42 43 7.996 7.566 ol 276 3,5% 149 2,0% B, 2, AU
Brose DE 43 42 7.900 7.700 KA. -/- -/- -/- -/- E 1,GU
Joyson CN 44 47 7.536 7.173 Ol 274 3,6% 257 3,6% B, 1,GU
Luxshare-ICT CN 45 Neu 7.516 1.767 Ol -/- -/- -/- /- D, 1, AU
Infineon DE 46 40 7.304 8.257 Ol 1.569 21,5% 1.964 23,8% B, 2, AU
PAS (Mobitera) JP 47  Neu 7.238 n.a. KA. -/- -/- -/- -/- D, 1,GU
Benteler AT 48 44 7.030 7.368 EBIT 260 3.7% 251 3,4% B, 1, AU
ThyssenKrupp Automotive DE 49 45 6.992 7.342 EBIT -30 -0,4% 182 2,5% B, 2, AU
LG Electronics KR 50 46 6.904 7.198 Ol 347 5,0% 78 1.1% B, 1, AU
Pirelli IT 51 49 6.776 6.773 EBIT 891 13,2% 903 13,3% A 1,GU
Huawei CN 52 97 6.531 3.384 KA. -/- -/- -/- -/- D, 1,AU
Toyoda Gosei JP 53 53 6.302 6.303 KA. -/- -/- -/- -/- B, 2, AU
NXP Semiconductors NL 54 50 6.297 6.607 K.A. -/- -/- -/- -/- B, 1, AU
Sumitomo Rubber Ind. JP 55 51 6.179 6.386 Ol 472 7,6% 465 7,3% B, 1, AU
CITIC Dicastal CN 56 62 6.043 5.491 KA. -/- -/- -/- -/- B, 1,GU
HL Mando KR 57 54 5.862 5.997 Ol 221 3,8% 243 4,1% B, 1,GU
Fuyao CN 58 68 5.640 5.040 Ol 1.310 23,2% 1.068 21,2% B, 1,GU

Revenue

2024 A absolute

Rank
Company Country 2025 2024 A 2025
Dowlais GB 59 70 5.594 4.910
Harman (Samsung) us 60 60 5.567 5.508
ZC Rubber CN 61 67 5.538 5.041
Koito Manufacturing JP 62 58 5.515 5.557
Dauch us 63 56 5.166 5.659
Texas Instruments us 64 65 5.164 5.058
Mitsubishi Electric JP 65 55 5.161 5.710
DraxImaier DE 66 61 5.000 5.500
Eberspacher DE 67 63 4.980 5.333
Linamar CA 68 66 4.901 5.053
Hyundai WIA KR 69 64 4.856 5311
TI Automotive CA 70  Neu 4.698 4.989
Panasonic JP 71 25 4.664 12.439
Freudenberg DE 727 4.661 4.909
Alps Alpine JP 73 72 4.594 4.566
Sailun CN 74 80 4.532 4.084
Yokohama Rubber JP 75 77 4.441 4.208
Nemak MX 76 73 4.364 4.533
SKon KR 77 35 4.327 4.247
Gotion High-tech CN 78  Neu 4.197 3.294
ST Micro CH 79 57 4.073 5.639
Nexteer Automotive us 80 82 4.057 3.951
NTN JP 81 76 4.045 4.262
Huizhou Desay SV CN 82 92 4.010 3.546
Webasto DE 83 74 3.995 4.300
CIE-Automotive ES 84 81 3.958 3.961
Renesas JP 85 75 3.787 4.289
Tokai Rika JP 86 87 3.776 3.711
Futaba Industrial JP 87 83 3.749 3.946
CALB CN 88 Neu 3.732 2511
ZF Foxconn DE 89  Neu 3.732 n.a.
Grupo Antolin ES 90 78 3.726 4191
Brembo IT 91 85 3.703 3.841
Ningbo Tuopu CN 92 96 3.644 3.416
Mann + Hummel DE 93 86 3.633 3.839
Saint-Gobain FR 94 88 3.626 3.633
Jabil us 95 79 3.591 4.169
Toyo Tire Corporation JP 9% 94 3.522 3.450
Knorr-Bremse DE 97 84 3.503 3.842
Mubea DE 98  Neu 3.488 3.348
Flex us 99 91 3.449 3.567
Samsung SDI KR 100 59 3.440 5.547

A = Press Release

B = Annual Report or Financial Statements

C = Company Forecast
D = Our Own Forecast
E = Website

F = E-Mail Inquiry

1 = calendar year

2 = conversion of fiscal year to calendar year

3 = Fiscal year
4 = approximation of fiscal year to calendar year

AU = only automotive
GU = Complete company

A relative | Type

8
9
10
1
12
3

7
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Profitability
2025in € 2025in% 2024in€ 2024in% A Notes
ol -I- -/- 19 0,4% C 1,AU
KA. /- -/- -/- -/- B, 1,AU
ol 529 9,6% 503 10,0% B, 1,GU
ol 287 5.2% 229 4,1% B, 2,GU
ol 99 1,9% 223 3,9% B, 1,GU
KA. -/- /- /- /- B, 1,AU
ol 255 4,9% 249 4,4% B, 2, AU
KA. /- -/- -/- -/- E 1,GU
EBIT 86 1,7% 114 2,1% C1,GU
EBIT 334 6,8% 15 0,3% B, 1,AU
ol 98 2,0% 130 2,4% B, 1,AU
KA. -/- /- /- -/- D, 1,GU
KA. -I- -/- -/- -/- B, 2, AU
ol /- -/- -/- -/- B, 1,AU
ol 158 3,4% 63 1,4% B, 2, AU
ol 517 11,4% 604 14,8% B, 1,GU
ol 732 16,5% 608 14,5% B, 1,AU
ol 86 2,0% 134 3,0% B, 1,GU
ol -577 -13,3% -764 -18,0% B, 1,AU
KA. /- -/- -/- -/- B, 1,AU
Ol -/- /- -/- -/- A, 1,AU
ol 144 3,6% 106 2,7% B, 1,GU
ol -1 -/- -/- -/- B, 2, AU
ol 317 7,9% 270 7,6% B, 1,GU
EBIT /- -/- -/- -/- D, 1,GU
EBIT 543 13,7% 538 13,6% B, 1,GU
ol 1.164 30,7% 1.358 31,7% B, 1,AU
ol 222 5,9% 142 3,8% B, 2,GU
ol 103 2,8% 73 1,8% B, 2, AU
ol /- A A - B, 1,AU
EBIT 54 1,4% -/- -/- B, 1,GU
EBIT 57 1,5% 80 1,9% B, 1,GU
EBIT 336 9,1% 393 10,2% B, 1,GU
ol 389 10,7% 439 12,9% B, 1,GU
KA. /- -/- -/- -/- D, 1,AU
KA. -1 -/- -/- -/- D, 1,AU
KA. /- /- /- /- B, 4, AU
ol 576 16,4% 574 16,6% B, 1,GU
EBIT 319 9,1% 350 9,1% B, 1,AU
KA. -I- -/- -/- -/- E 1,AU
ol /- -/- -/- -/- B, 2, AU
ol -844 -24,5% 61 1,1% B, 1,AU

Notes: Captive suppliers (e.g. Hyundai-Transys) and raw material suppliers (e.g. BASF, ArcelorMittal) are not included;
Growth can be inorganic due to M&A activities (e.g. Luxshare-ICT's acquisition of Leoni)

EXCHANGE RATES:

1 Euro ‘ 0,8850 USD

‘ 1,1672 GBP

‘ 0,0059 JPY

‘ 0,0006 KRW

‘ 0,1232 CNY

0,0904 SEK ‘ 1,0672 CHF

‘ 0,1586 BRL

‘ 0,0102 INR

‘ 0,0462 MXN

‘ 0,6334 CAD
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Following a decline in the previous year, global vehicle production rebounded strongly in
2025. With 92.9 million vehicles produced worldwide, around 4% more units rolled off the
assembly lines than in 2024, although the figure is still about 1.3% down on pre-COVID levels.
However, the 100 largest automotive suppliers were unable to benefit from this volume
growth, as their combined revenue fell by 2.2% to 1,061 billion euros. Currency exchange
rate effects also served to dampen the trend. Not counting the depreciation of most curren-
cies against the euro, cumulative revenue would have grown by 0.8%. Measured in euros,
62% of the TOP 100 suppliers reported a decline in revenue. Although the figure was lower
than in the previous year (2024: 69% of the TOP 100 suppliers), it nonetheless showed that
rising automotive production is not a guarantee of growth for every supplier. A similar pic-
ture emerged among the ten largest OEMs, whose combined revenue fell by 2.7% to 1,529
billion euros. A major factor driving this trend was the shift in the vehicle mix toward more
affordable small and medium-sized cars, particularly in China.

2025 was not an easy year for many OEMs
and suppliers; even for established compa-
nies and former profit leaders such as Por-
sche, it became a year of crisis. The sales of
electric cars are emblematic of this trend.
The Chinese manufacturer BYD has clearly
overtaken electric car pioneer Tesla as the
world's largest supplier of battery-powered
vehicles, thereby confirming what develop-
ments in recent years had already sugge-
sted: the industry’s pace of growth is in-
creasingly being determined by companies
from China. Among OEMs, the cumulative

revenue of the TOP 10 fell by 2.7% from
1,572 to 1,529 billion euros, and the TOP
10's share of global vehicle production also
declined by 2.6% to 50.6 million units (ap-
proximately 54% of global vehicle produc-
tion). Profitability was hit even harder than
revenue. The profit margin of the 10 largest
OEMs plummeted from 6.9% to 4.2%. Stel-
lantis is a prime example of the severity of
the slump. After a meager 2.4% one year
earlier, the group’s margin slipped to -17.1%
in 2025. Moreover, trade disputes had a
highly negative impact on the OEMs' busi-

ness. Suppliers are also feeling this pres-
sure. The revenue-weighted margin of the
TOP 100 fell from 5.8% to 5.2%. Here, too,
fluctuations in demand for electric vehicles
impacted the entire supply chain and were
at least partially responsible for the lower
margins. One prime example is the South
Korean battery manufacturer Samsung SDI,

whose margin slumped by 25.6 percentage
points from 1.1% to -24.5%, marking the
sharpest decline of all suppliers in the TOP
100. The underlying reasons for this inclu-
de a drop in demand due to the weaker
performance of key OEM programs and the
use of alternative cell chemistries.

FIGURE 1: REVENUE AND MARGIN OF THE TOP 100 SUPPLIERS AND TOP 10 OEMS

(In billions of EUR and % of revenue)

TOP 100 SUPPLIERS'
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In summary, the automotive industry was
impacted by a number of adverse factors
simultaneously. First, the remaining produc
tion growth is taking place almost exclusively
in China, with immediate consequences for
the order books of Western suppliers, to
whom the pressure from OEMs is being pas-
sed on. Second, fluctuations in demand for
electric vehicles - partially driven by the
phase-out of subsidies resulting from policy
shifts such as those implemented under Do-
nald Trump - have directly impacted profita-
bility and led to delays in the launch of new
electric vehicles as well as one-off write-
downs across the entire value chain. Third,

2021 2022 2023 2024 2025

the escalating trade conflict between the
United States and the Western world has
significantly reduced transatlantic supply
flows and increasingly limited growth pro-
spects outside domestic markets, with di-
rect consequences for suppliers’ regional
investment decisions. In addition, unfavor-
able developments in the capital markets -
which have led to a perceptible increase in
financing costs for some suppliers - are
making it more difficult to secure the neces-
sary funding. One encouraging sign was the
trend in producer prices, which, at least in
some regions, fell year on year.

1 Revenue and revenue CAGR based on figures from the TOP 100 suppliers and TOP 10 OEMs for each respective year

Source: Berylls by AlixPartners



China advancing relentlessly

The structural realignment of the industry is
most clearly evident in the composition of the
ranking itself. For the first time, China ranks
third in terms of the number of companies re-
presented, with 15, thereby overtaking the
United States and trailing only Japan (21) and
Germany (17). In terms of revenue share within
the TOP 100, the United States now lies just be-
hind China. 13.0% of the TOP 100's revenue
comes from China, and 12.9% from the United
States. CATL is also the first Chinese supplier to
take third place in the overall ranking, due to its
revenue of 39 billion euros. This figure is parti-
cularly noteworthy given that the Chinese bat-
tery manufacturer posted significant year-on-
year revenue growth of 20% in 2025, while
South Korean competitors such as Samsung
SDI and LG Energy Solution saw their revenue
decline by 38% and 22% respectively, due to
the weakness of the South Korean won and a
downturn in the U.S. EV market. A look at the
cumulative revenue per country for the sup-
pliers in the TOP 100 shows that China is also
closing the gap to other regions and countries
in terms of revenue, which rose only in the Uni-
ted Kingdom and China compared with one
year earlier. Chinese suppliers increased their
revenue within the TOP 100 by 21%, from 113
billion to 137 billion euros. Some spectacular
individual developments lie behind this figure,
such as growth rates of up to 93% at Huawei or
strategic acquisitions such as Luxshare's take-
over of Leoni. Currency exchange rate effects
also played a decisive role in this respect.
Against the euro, all currencies apart from the
Swiss franc and the Swedish krona lost value
last year, which in some cases led to significant
discrepancies between growth measured in
euros and growth in local currency for indivi-
dual companies. For instance, the South Kore-
an battery manufacturer SK on saw its revenue
grow by 11.4% in South Korean won, but in eu-
ros the growth was only 1.9% because the won
was the currency that lost the most value
among those represented in the TOP 100
(-8.5%). Taken as a whole, the impact of the
changed exchange rates becomes clear:

without their influence, the combined revenue
of the TOP 100 suppliers in 2025 would have
been 3.1% higher at 1,094 billion euros, and
thus 0.8% above the previous year's level (1,085
billion euros). The depreciation of nearly all
currencies against the euro over the past year
has thus significantly slowed the industry’s
growth.

However, the static nature of this snapshot ob-
scures the underlying dynamics. The Chinese
companies listed today have increased their
revenue by an average of 16% per annum over
the past five years, while their global competi-
tors in the TOP 100 have grown by only 5.9%. If
this trend continues, it is only a matter of time
before China accounts for the largest share of
revenue among all supplier countries and, at
the same time, a Chinese company takes top
spot in the rankings. There are also potential
new players who do not yet appear on the list.
Companies such as Pony.ai, Horizon Robotics,
and Momenta are consistently positioning
themselves in the field of autonomous driving
and, due to their software-focused business
models, have significant potential for growth.
Following its dominance in the battery sector
(CATL, CALB, Gotion High-Tech), it appears that
China intends to gain an early foothold in the
next technological leap as well. The country’s
current five-year plan explicitly identifies inno-
vation leadership as a goal.

At national level, the same trend is evident in
terms of production volume. China saw 10.4%
growth year on year and now accounts for
some 30% of global vehicle production. In con-
trast, Germany grew by just 0.8%, while South
Korea and the United States each lost 0.6% and
the rest of Europe (excluding Germany) lost
1.8%. At the same time, the industry’s econo-
mic importance is on the decline. Across all of
the TOP 100 countries, the automotive indus-
try’s share of GDP has fallen by 5% since 2024.
Although the industry remains essential, it is no
longer a driver of growth among traditional
automotive nations.

OEM pressure having strong impact on
suppliers

Until 2019, the margins of the TOP 100 sup-
pliers and the TOP 10 OEMs were virtually on
a par, although historically the suppliers
have always had a slight edge. The pandemic
ended up hitting the supply chain harder
than the manufacturers, and the gap wide-
ned in favor of the OEMs.

Since 2022, it has been closing again, but
now in the opposite direction. Suppliers
have stabilized their margins, while OEM
profitability is declining sharply under pres-
sure from a mixture of energy costs, slug-
gish EV adoption, high capital expenditure,
and competitive pressure from China.

As a direct result, OEMs are once again focu-
sing more consistently on reducing their
largest cost factor: the cost of materials.
This strategy has resulted in tougher price
negotiations, more protracted claiming pro-
cesses, and a more restrictive approach to
providing financial support for suppliers in
financial distress.

FIGURE 2: EBIT MARGINS OF THE TOP 100 SUPPLIERS AND TOP 10 OEMS'

(In %, 2019-2025)

52

4,2%

2

2019 2020

—&— TOP 100 Suppliers

2021 2022 2023

TOP 10 OEMs

1 Only automotive business included
Source: Berylls by AlixPartners analysis
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High barriers to entry protect
profitability

The margin profile of the various product cate-
gories shows how the pressure on profitability
is distributed. Again in 2025, semiconductor
manufacturers remained the industry’s most
profitable segment with a revenue-weighted
margin of 24.6%, followed by glass (23.2%), and
tires (10.2%) far behind in third place. The fact
that the semiconductor manufacturers’ pole
position in the market is hardly under threat is
illustrated by the still fragile supply situation, as
exemplified by Nexperia. When the Dutch go-
vernment took temporary control of the chip
manufacturer and the Chinese Ministry of
Commerce subsequently imposed an export
ban, prices for the affected components imme-
diately skyrocketed due to the looming supply
shortage. One single geopolitical shock caused

a global price spike. In hardly any other seg-
ment do suppliers still have this much bargai-
ning power over OEMs, and they are likely to
maintain this level of profit margin in the fore-
seeable future as well..

At the other end of the spectrum, suppliers of
exterior components were able to significantly
boost their profitability year on year and, at
4.6%, have now outperformed the powertrain
and chassis, interior, and all-rounder segments.
The order confirms a pattern that has been
taking shape for several years: strong margins
are increasingly seen in product categories that
have high barriers to entry. Technological depth
(particularly in semiconductors), CAPEX, and
brand positioning (particularly in the tire mar-
ket) reduce the level of competition. Suppliers
of interchangeable bulk goods face the greatest
difficulty in escaping the margin pressure exer-
ted by OEMs.

FIGURE 3: TOP 10 PRODUCT CATEGORIES 2020-2025

Rank of TOP 10 product categories'
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Product category Profitability
2025 2025 vs, 2020
Semiconductors 24,6% +14,6%P
Glass? 23,2% N/A
Tires & Wheels 10,2% +3,7%P
. Brake systems 9,1% +0,7%P
Electronics 8,0% +2,1%P
. Wiring harnesses 6,5% +4,3%P
[ exteriors 4,6% +0,0%P
. Powertrain & Chassis 4,5% +0,5%P
[ interiors 4% +1,9%P
All-rounder / system 3,5% +2,4%P

1 Listed in descending order by automotive revenue; the TOP 10 product categories from 2024 are provided for reference. Batteries in 11th place.
2 No data available for the Glass product category for 2020 and 2021

Source: Berylls by AlixPartners

Rising automabile
production is

not a guarantee

of growth for every
supplier.

Electric mobility increasingly
fragmented at regional level

In 2025, the uptake of electric mobility not
only slowed down, it also became increa-
singly uneven from region to region. Bet-
ween August 2024 and September 2025, the
SOP dates for electric vehicle platforms in
key markets were postponed by an average
of 118 days. However, the mean figure masks
a huge spread: while OEMs in China postpo-
ned their SOPs by just 20 days, in Germany
the figure was around 60 days, and in Japan
about 99 days. U.S. OEMs were more sever-
ely affected with postponements of 171
days, as were South Korean OEMs with 243
days.

The situation was exactly the opposite for
ICE platforms. U.S., South Korean, Japanese,
and German OEMs postponed their produc
tion deadlines by an average of 221 days. A
standard tactic for maximizing capacity at
existing facilities, securing short-term cash
flow, and maintaining a visible presence in
the market with a broad product range. The
reaction was particularly strong in the Uni-

ted States. After the Trump administration
largely eliminated subsidies for electric ve-
hicles in 2025, U.S. OEMs postponed their
production deadlines by an average of 565
days. Chinese OEMs took the opposite ap-
proach, bringing forward their EOP dates for
ICEs by an average of six days - a clear com-
mitment to their BEV strategy.

Between September 2025 and January 2026
- a time span of just four months - the BEV
programs were delayed again by an average
of 42 days, representing a significant shift
given the short interval between data collec-
tion periods. For suppliers with a high pro-
portion of EV production and who have al-
ready invested in BEV-specific equipment,
this exacerbates a familiar pattern: volumes
are called off later, capacities remain unde-
rutilized for longer, and capital invested in
tools and production lines is tied up for a
longer period. In an environment where refi-
nancing has already become more expensi-
ve, pressure on working capital and returns
continues to mount.



Trade disputes and site costs
permanently shifting competitive |
andscape

The trade dispute between Europe and the
United States caused a sharp decline in trans-
atlantic trade flows in 2025. European imports
from the United States dropped by 16% in
2025, while exports to the U.S. fell by 17%. As
the volume of goods exported from Europe to
the United States is about five times greater
than that imported, a similar percentage decli-
ne has hit the European industry far harder in
absolute terms.

The Asian markets are benefiting from this dis-
ruption, though not in the sense of a symmetri-
cal exchange. European exports to China slum-
ped by 30% and those to India by 10%, while
imports from China rose by 7% and those from
India by 13%. India is therefore making particu-
larly effective use of this geo-economic vacuum
and positioning itself as an indispensable loca-
tion in the global supply chain architecture.

Changes in producer prices are exacerbating
this shift. In 2025, prices for key production in-

puts fell in Germany (-1.2%) and China (-2.6%),
while they rose by 2.2% in the United States as
a result of tariff policies. There is also a clear
difference in energy costs: Germany -6.2%,
China -7.8%, United States -2.0%. This short-
term relief provided some support for the mar-
gins of the TOP 100 suppliers. However, it was
not sufficient to offset the decline in revenue-
weighted profitability in the ranking (-0.6%).

The structural situation is more crucial. Since
2000, producer prices have risen by an average
of 1.1% annually in China, 2.4% in Germany, and
2.7% in the United States. Consequently, the
figure in China stands at +31% compared to the
year 2000, in Germany at +81%, and in the U.S.
at +96% - particularly good for China, where
the starting point was significantly lower. Today,
that two-decade gap seems like a built-in cost
advantage. When specifications are compara-
ble, Chinese suppliers offer price advantages
over their Western competitors, with cost diffe-
rences sometimes reaching double digits. Even
highly efficient plants in the West come under
pressure when faced with these conditions.

FIGURE 4: TRENDS IN PRODUCER PRICES FOR INDUSTRIAL PRODUCTS
SINCE 2000 (indexed, 2000 = 100)
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Stock market recovers, credit market
remains tight

From the suppliers’ perspective, 2025 was
also marked by upheaval and the need for
substantial investments in new facilities, de-
velopment, and scaling initiatives to ensure
their future viability. Global capital markets
created additional hurdles for the supplier
industry, particularly in Germany and Euro-
pe. Here, there is a sometimes significant
difference between the assessment of the
stock market, that is shareholders, and that
of lenders, who focus on creditworthiness.
Many publicly traded suppliers, after strug-
gling in 2024, performed well throughout
2025. For example, the shares of a select
group of publicly traded suppliers from the
TOP 100 set rose by an average of 39%. The
interest rate on debt required by the market,
on the other hand, is partially based on a
more mathematical approach that involves
weighting various balance sheet and income
statement ratios to estimate the risk of in-
solvency. According to the standard definiti-
on, this was classified as a medium-risk cate-
gory among the same suppliers in 2025.
While the stock market showed a rather
“bullish” trend over the course of the year
(+39%), the relative change in the calculated
default risk was more modest at +7% and
failed to bolster the positive sentiment
among equity investors across all regions
and product categories.

The supplier industry is thus facing a chi-
cken-and-egg problem when it comes to fi-
nancing: in times of shrinking margins and
delayed cash flows, there is an urgent need
for liquid capital to fund investments that
ensure business survival and sustainable
transformations. However, due to the ab-
ove-mentioned shrinking margins and delay-
ed cash flows, this very liquid capital is beco-
ming increasingly expensive and difficult to
access.

Germany closing down plants that are
being established elsewhere

The combination of weaker demand, increa-
sed cost pressure from OEMs, and structu-
ral cost disadvantages is reflected with un-
usual clarity in the location decisions of the
TOP 100. Germany announced 10 plant clo-
sures in 2025, including those seen at Conti-
nental and ZF, with no new ones being ope-
ned and only three expansions. But the job
cuts extend far beyond these plants: ZF in-
tends to cut 14,000 jobs in Germany, while
Bosch has announced plans to shed up to
10,000 jobs. Across the board, the German
automotive industry has recently axed more
than 40,000 jobs - a level that can no longer
be attributed to economic fluctuations.

India is emerging as a clear counterpoint
with 16 new plants opening, 10 expansions,
and no closures. The key factor is the quali-
tative shift. Investments are no longer focu-
sed solely on segments with low vertical in-
tegration, but increasingly on technologically
sophisticated products as well. Valeo is ex-
panding its plant for high-voltage compo-
nents in Chakan; NXP Semiconductors has
announced a semiconductor development
center; Continental and Schaeffler are also
expanding their operations, while at the
same time slashing jobs in Germany. Go-
vernment incentive programs in India have
also played a major role in this respect, as
they specifically encourage suppliers to relo-
cate to India, while at the same time increa-
sing the pressure on OEMs and the supply
chain to localize production through requi-
rements for local value creation.

China and the United States are showing
signs of expansion, albeit driven by different
factors. In China, 10 new openings and four
expansions are offset by just one closure,
driven by domestic players such as Huawei
and HASCO as well as international Tier-1
suppliers like Valeo and Magna. In the Uni-
ted States, 16 new plants were opened, 11
were expanded, and 15 closed. Notably,
Fuyao is the only Chinese company opera-
ting there, in stark contrast to the level of
investment made by Chinese companies in
their domestic market and Europe.



Outlook: adaptability becoming decisive
currency

For many suppliers, 2025 will be remembered
as a challenging year. The beginning of 2026
has seen those same challenges continue un-
abated and is once again putting the automoti-
ve industry to the test. Rising oil prices resulting
from the conflict with Iran are driving up raw
material costs and simultaneously curbing con-
sumer confidence, while at the same time rene-
wed tariffs on automotive imports into the U.S.
are dampening sales forecasts. Moreover, the
pressure between OEMs and suppliers is
mounting. According to a recent report, Merce-
des-Benz is demanding significant price cuts
from its suppliers in order to drive forward in-
ternal cost-cutting measures. Due to the pan-
demic, the semiconductor crisis, and the war in
Ukraine, the management teams at both OEMs
and suppliers have weathered many crises and
the tools for short-term stabilization are well
known. The real question, however, is a diffe-
rent one: what structural decisions are sup-
pliers taking now in order to remain viable in
the new competitive landscape and under even
more challenging conditions?

The suppliers who will succeed are those who
view the current difficulties as opportunities
and take decisive action. The starting point is
the footprint. Trade conflicts and tariff policies
have made “local for local” a necessity and mit-
igated the disadvantages of cross-regional loca-
tions. By consolidating overcapacity and expan-
ding where customer proximity requires it
companies can lay the groundwork for the ye-
ars ahead. The customer base is also shifting.
By 2030, Chinese OEMs will have tripled their

overseas manufacturing capacity, bringing new
customers right to the doorstep of established
suppliers in Europe and North America. At the
same time, demand is growing for innovative
components such as steer-by-wire systems
and ultra-fast charging architectures, which are
already to be found in many models from nu-
merous Chinese OEMs. Markets outside the
traditional OEM business are becoming just as
important. The significance of the aftermarket
as a crucial source of profit will continue to
grow, even though its impact on revenue re-
mains secondary. In parallel, the non-automo-
tive business is establishing itself as a second
source of revenue. Its share of revenue among
the TOP 100 rose by two percentage points last
year to 37%, with further potential in areas
such as defense. These strategic decisions can
be underpinned by the use of Al, robotics, and
automation. Generative Al speeds up enginee-
ring, procurement, and quality assurance pro-
cesses, while robotics and automation help
compensate for labor shortages and labor
costs in high-wage regions. Suppliers that view
these technologies as an integrated production
system can achieve a leap in productivity that
goes way beyond conventional optimization
programs. However, the question of financial
feasibility remains. The capital requirements
associated with footprint adjustments, techno-
logy, and diversification are coming at a time
when the industry is facing tight margins. Suc
cessful suppliers therefore consistently trim
their balance sheets by reducing working capi-
tal, divesting non-strategic assets, and clearly
streamlining their portfolios. Taken as a whole,
these measures create the financial headroom
needed to implement the above-mentioned
levers.

The winners of the
next decade will not
be the largest
suppliers, but the
most adaptable ones.
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Prof. Dr. Peter Laier
CEO, Forvia Hella

Peter Laier, CEO of Forvia Hella, on the most important transformation issues, the crisis as
the new normal, and the future of the lighting business and the European automotive supply

industry.

The interview was conducted by Claus-Peter Kéth and Jan Dannenberg.

Professor Laier, for a good three months
now, you have been heading up Forvia
Hella as CEO. Which issues have you
particularly focused on during this
initial phase?

Prof. Dr. Peter Laier: First of all,  am delight-
ed to be part of the Forvia Hella team and
working with the management staff to lead
the company into the future. During the first
phase, the main focus was on listening, get-
ting to know people, and understanding the
structures and challenges. Forvia Hella is
generally very well positioned across its
three business divisions, Lighting, Electro-
nics, and Lifecycle Solutions. Our task now is
to implement the various measures and suc-
cessfully shape the future of the enterprise.

Geopolitics hasn’t exactly been on your
side in this regard. No sooner had you
taken office, the Middle East conflict
escalated dramatically.

Prof. Dr. Peter Laier: You're quite right about
that. I've been working in the automotive
industry for some 30 years, but since the
COVID-19 pandemic, it feels like we've been

facing a new, unexpected challenge every
year. As soon as the markets seem to have
stabilized, another unexpected event hap-
pens. It's the same story this time, too. We
do not do business in Iran and operate only

Unfortunately, we
in Europe are often
our own worst
enemies.

in the aftermarket in the Middle East. When
the conflict in the region escalated, our very
first priority was to ensure the safety of our
employees located there. Moreover, we have
analyzed supply chains and raw materials
where volatility is noticeable and taken steps
to mitigate cost pressures.

When we look at the major transforma-
tion issues on the one hand - electrical/
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electronic systems, software-defined
vehicles - and daily crisis management
on the other, isn’t it becoming increa-
singly difficult to achieve strategic
goals?

Prof. Dr. Peter Laier: We need to distinguish
between geopolitical or macroeconomic
fluctuations and general industry trends. We
cannot influence geopolitics - we have to
take things as they come and respond with
agility. When it comes to technological
trends, the industry has at times been overly
optimistic about the timeline in the past.
Take e-mobility or automated driving, for
example. The industry had anticipated much
faster adoption rates, which cost companies
a great deal of money. Today, we have a
much clearer, more realistic picture of how
the various powertrain technologies are de-
veloping alongside one another. The softwa-
re-defined vehicle won't arrive overnight ei-
ther, but gradually become an integrated
part of new platforms. That's why it makes
perfect sense to continue setting strategic
goals - they just need to be more flexible
and modular today than they were in the
past.

Forvia Hella is 82 percent owned by the
French Forvia Group. Forvia is burde-
ned by high debt; the sale of its Inter-
iors division to a financial investor was
recently announced. What does this
development mean for Forvia Hella?

Prof. Dr. Peter Laier: First of all, in many re-
spects, we share very similar interests with
our majority shareholder, Forvia. We want to
ensure strong economic performance for
Forvia Hella, position it as well as possible
for the future, and leverage synergies whe-
rever it makes sense and is feasible. Second-
ly, Forvia Hella remains an independent
company listed on the MDAX. We make our
portfolio decisions - as well as all other stra-

tegic moves - in accordance with our own
principles and in the best interests of Forvia
Hella and all its shareholders. If Forvia deci-
des to sell its Interiors division, we will re-
spect that decision. However, that has no
impact on our product strategy. We will
continue to invest heavily in driver assistan-
ce systems, zonal control units, power and
battery management, innovative lighting
technology, and life cycle solutions.

Looking back at the past fiscal year, you
are in a very solid position compared to
many of your competitors, especially in
the lighting and electronics sectors,
where a great deal of restructuring is
currently taking place. What makes For-
via Hella better than others?

Prof. Dr. Peter Laier: In the electronics sec
tor, what sets us apart is that we are very
selective about which areas we focus on and
which we do not. For example, with the new
E/E architectures, we made a conscious de-
cision to steer clear of the high-performance
computer market and focus clearly on the
field of zonal modules. Here, we can make
the most of our existing expertise in control
units as well as in the fields of production
and semiconductors. In the Lifecycle Soluti-
ons division, we have a business that is
highly resilient and follows varying market
cycles. In the lighting business, on the other
hand, we saw a decline in revenue and are
not yet satisfied with our level of profitabili-
ty. We need to tap into our potential even
more consistently here. We are currently
pushing forward with a major transformati-
on program in this area.
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Do you foresee the lighting industry
experiencing similar growth momentum
in the medium term as it did in the past
with LED and matrix lighting systems? Or
is growth shifting entirely to the electro-
nics sector?

Prof. Dr. Peter Laier: We went through a long
period of rapid high-end innovation - from
LED to matrix to OLED systems. We are now
entering a phase in which the main focus is
on "affordable innovations.” Lighting remains
a key design and distinguishing feature for
OEMs. These days, however, price is very
often the deciding factor. If we want to grow
again with lighting in the future, we need to
focus more on the high-volume market. This,
in turn, requires a clear focus on cost reduc
tion and platform strategies.

At Forvia Hella, the idea came up to in-
tegrate sensors for automated driving
into the headlights. Is that still a topic of
discussion?

Prof. Dr. Peter Laier: As we provide both
lighting and radar sensors from a single
source, we are of course considering these
integration options. However, integrating
them into a headlight is not currently our
main focus. What we are working on, howe-
ver, are comprehensive front modules for
electric vehicles that can integrate radar
sensors and headlights, among other fea-
tures. We call them Front Phygital Shields,
and we're already mass-producing them.
Aside from that, at component level we are
very well positioned in the market for driver
assistance with our radar sensors.

You want to drive forward internationa-
lization - particularly the expansion of
the customer base. Where do you see
the greatest potential?

Prof. Dr. Peter Laier: First of all, | would like
to emphasize that our existing customer
base will continue to be a key element of our
business. Moreover, we intend to build on

additional strengths: first, growth in Asia,
both with local Chinese manufacturers and
with OEMs from Japan and Korea that opera-
te globally. Second, we see further potential
among North American manufacturers.
Third, we are looking to grow in India, a mar-
ket with stable growth rates. Our fourth fo-
cus is on entering the mass market for
lighting.

To keep up in China, you have to operate
with extreme cost advantages and “Chi-
na speed.” Many suppliers are now ba-
sing their entire development operati-
ons there. Will Forvia Hella follow this
path as well?

Prof. Dr. Peter Laier: Most definitely. Our
strategy is based on empowerment and ac
countability. We are deliberately delegating
responsibility for development and decision-
making to the various regions. If you want to
be successful in China, you must make deci-
sions locally, develop products locally, ma-
nufacture locally, and use local supply
chains. Otherwise, you won't be able to keep
up with “China speed.” The same applies to
North America - there, too, we need to work
closely with our customers.

On the other hand, however, this means
there will be no further growth in Euro-
pe going forward and that at best, exis-
ting jobs can be safeguarded.

Prof. Dr. Peter Laier: The fact is that the Eu-
ropean market has been stagnating or even
shrinking in recent years. There is currently
no growth coming from the market itself. Of
course, we continue to provide our Euro-
pean customers with very close support
worldwide, maintaining the highest stan-
dards. But yes, we have had to adapt our
local structures and our production foot-
print to meet the changing market realities
and continue to do so. We want to expand
our business in markets outside Europe, but
without neglecting our European
customers.
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Do synergies with Forvia also help you in
terms of cost efficiency? The French
have traditionally been very good at op-
timizing cost structures for price-sensi-
tive customers.

Prof. Dr. Peter Laier: Absolutely. Within the
Forvia Group, we have established a very
well-thought-out production system known
as the Forvia Excellence System, or FES for
short. It incorporates French elements, so to
speak, but also components of our own. We
combine the best of both worlds and are
already using FES extensively both here and
at Forvia. We benefit greatly in terms of pro-
duction costs, improved quality, and work-
place safety. In addition, we have establis-
hed a joint venture with Forvia for IT and
procurement in order to consolidate our
activities and leverage economies of scale.
Both legally independent companies learn
from and benefit extensively from each
other.

In general, how do you view the future
of the European automotive supply
industry in the face of global
competition?

Prof. Dr. Peter Laier: The industry in Europe
has significant strengths, but is under enor-
mous pressure driven by high energy costs,
labor costs, taxes, and a great deal of bure-
aucracy and regulation. At the same time,
fierce price competition is causing profit
margins across the entire automotive indus-

try to decline. To solve this problem, we as
suppliers need to start by cleaning up our
own backyard. First, we need to shed some
dead weight, become faster, and think much
more “outside the box” and cost-focused.
Second, we need political action: as a busi-
ness location, Europe has great potential, a
huge market, and an exceptional level of
expertise. Unfortunately, we are often our
own worst enemies and hold ourselves back
with too much regulation. A year and a half
ago, in his report on the future of European
competitiveness, Mario Draghi summed up
the situation quite accurately. But now we
have to put it into action.

CV OF PROF. DR. PETER LAIER:

Prof. Dr. Peter Laier has been Chairman of
the Management Board of Forvia Hella since
February 16, 2026. A mechanical engineer
with a Ph.D and an honorary professor at
the Technical University of Munich, he began
his career at Continental in 2000. Before
joining Forvia Hella, he held executive posi-
tions at ZF, Knorr-Bremse, Benteler, and
Osram.
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The automotive supply industry in Europe is undergoing a period of accelerated market con-
solidation. The trend continued into 2025: The M&A market slumped by almost 19%, or to
be specific, the number of transactions fell from 186 in 2024 to 151 in 2025. The picture
varies from one region to the next. In the DACH region, the number of transactions fell from
48 in 2024 to 36 in 2025 (-25%), the sharpest decline in Europe. However, in absolute terms,
it remains the leader in terms of M&A activity, followed by the United Kingdom, Italy, and
France.

FIGURE 1: NUMBER OF COMPLETED M&A TRANSACTIONS IN THE
AUTOMOTIVE SECTOR IN EUROPE AND THE DACH REGION FROM 2022-2025
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Uncertain economic prospects, high finan-
cing costs (if financing is even available), dif-
fering price expectations, and integration
risks stemming from existing structures
have slowed down the pace of acquisitions
in the automotive sector. Many transactions
fall through due to cautious valuations and
difficulties in raising capital - a key reason
for the decline in the number of
transactions.

Market trends under structural
pressure

In Germany in particular, where the automo-
tive industry has traditionally been domina-
ted by powerful manufacturers and sup-
pliers, market consolidation is currently ac
celerating. Many suppliers are in the process
of exploring opportunities to enter the de-
fense industry in a bid to offset declining
order volumes and repurpose their capacity.
Schaeffler, for example, has publicly identi-
fied defense as a strategic area of diversifi-
cation. Aumovio (a Continental spin-off) and
ZF are also exploring their existing capabili-
ties with regard to the integration of defense
applications.

Consolidation and transformation
pressure driven by new technologies

As innovation cycles continue to shorten,
swift action is crucial. Acquisitions and in-
vestments enable companies to gain direct
exposure to promising technologies and
markets and to avoid or offset competitive
disadvantages  vis-a-vis new  market
participants.

The merger of Schaeffler and Vitesco (2024)
is a prime example of the trend toward tech-
nology-driven consolidation. With combined
revenue of approximately EUR 25 billion, a
Tier-1 supplier with a focus on electric mobi-
lity was formed. Furthermore, the sale of
ZF's ADAS business to HARMAN Internatio-
nal for EUR 1.5 billion is certainly setting a
precedent for the industry going forward.

The growing economic pressure in the sup-
plier sector is leading to a growing number
of corporate insolvencies, with the figure
in Germany rising significantly from 46 in
2023 to 57 (+24%) in 2024 and 80 (+40%) in
2025. Strategic buyers and financial inves-
tors are seeing opportunities for acquisiti-
ons and restructuring, particularly where
technological expertise can be sustainably
leveraged in new fields of application (out-
side the automotive industry).




Whoever takes
over today isn't
just buying
revenue - but
access to the
next generation

of technology.

Outlook
2026/2027

In 2026/2027, M&A activity in the automoti-
ve sector is expected to continue being hea-
vily influenced by crisis-related acquisitions
and technology-driven transactions. The fa-
miliar challenges related to financing, valua-
tion, and existing structures remain and
have an impact on market dynamics.

Focus on crisis-related acquisitions

The ongoing high level of financial difficulties
and bankruptcies among suppliers means
that more and more companies are up for
sale. In this environment, transactions invol-
ving restructuring and rapid completion are
becoming increasingly important. For buy-
ers, the focus is shifting to ways of stabilizing
and strategically securing both capacities
and technologies.

Technology acquisitions remain
selective - and expensive

After a period of valuation pressure, prices
for companies that possess key technologies
are stabilizing again. Innovations related to
electrification, digitalization, and automation
- such as those in the fields of software, ar-
tificial intelligence, and battery technology -
continue to be in high demand. While large
amounts are being paid for cutting-edge
technologies, the valuations of standard
suppliers are coming under ever greater
pressure.

Geopolitical factors are gaining in
importance

Geopolitical tensions and regulatory requi-
rements are having a greater impact on ac-
quisitions than conventional financial indica-
tors. The market is characterized by longer
testing processes and stricter requirements,
particularly with regard to local value crea-
tion and information security. Companies
with low dependence on individual markets
or supply chains are in particularly high de-
mand. Strategic foresight is also more in
demand than ever when it comes to M&A
issues.
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Germany is gradually losing its competitive edge as an automotive manufacturing location:
declining productivity, job cuts, and weak growth are being compounded by high energy and
labor costs. Electric mobility is a stabilizing factor only in certain market segments. Whether
it will result in further benefits depends largely on a reliable, transformation-friendly policy
framework as well as a consistently leading role in terms of automation and the use of Al in

production and administration.

The German automotive industry is currently
facing profound structural challenges, which
were already outlined in last year's TOP 100
study and have become even more pronoun-
ced since then. The somber mood in the sector
is increasingly being reflected in hard facts. The
overall picture is characterized by plant closu-
res, production relocations, and significant job
cuts. According to the most recent sector ana-
lyses, the German automotive industry cut
around 49,000 jobs in 2025, representing al-
most 6.5% of its total workforce. Overall, the
number of jobs in the sector is estimated to
have dropped by 100,000 since 2019, fueling
concerns that Germany is gradually losing its
competitive edge in one of its most important
core industrial sectors.

Macroeconomic context: Germany as the
“sick man of Europe”

At the same time, the overall economic outlook
has deteriorated markedly. The image of the
“sick man of Europe” is returning in a modified
form: structural problems such as high energy
costs, demographic pressures, and weak in-
vestment growth are being compounded by an
economy that has been sluggish for a number

of years. After two years of decline in 2023 and
2024, the German economy remained largely
stagnantin 2025 or saw only very slight growth.
Since 2019, this general trend has resulted in
only very limited real expansion - significantly
lower than in more dynamic economies such as
the United States, where growth has totaled
almost 14% during the same period. Germany
is slipping to the bottom of the rankings in
terms of growth and losing its appeal as a des-
tination for future investment.

Key figures: manufacturing, export, and
electric mobility

A brief look at other key performance indica-
tors highlights the current status of the country
as a business and automotive location. Alt-
hough producer prices have fallen following the
extreme spike during the energy crisis, they
remain above the pre-crisis levels witnessed in
many energy-intensive sectors. At the same
time, vehicle production remains well below its
previous peaks, as in 2025 around 4.15 million
passenger cars were manufactured in Germa-
ny. As a result, domestic production was slightly
higher than one year earlier, but still well below
2019 levels. It is worth noting, however, that a

new record was set in 2025 with approximately
1.67 million electric passenger cars manufactu-
red, and that electric vehicles already account
for some 40% of the passenger cars made in
Germany.

Nonetheless, despite rapid growth in the elect-
ric vehicle market, overall production levels re-
main relatively flat. Similarly, there are no cur-
rent signs of a return to previous strengths in
terms of exports, which were projected to re-
ach around 3.14 million passenger cars in 2025,
but still below the figure reported in 2019.
While the transformational shift toward electric
mobility is stabilizing certain segments of Ger-
many’'s automotive business, it has not yet off-
set the structural challenges posed by declining
volumes, ongoing margin pressure, and increa-
sing international competition. Germany, a na-
tion renowned for its automotive capability,
runs the risk of seeing parts of its value chain
migrate to regions with stronger growth wit-
hout new, sufficiently large industrial nuclei
emerging.

Cost handicap: energy and labor costs
hold down domestic growth

Structural cost disadvantages are adding to the
pressure. Although they have returned to nor-
mal levels compared to the extreme figures
recorded in 2022, industrial electricity prices in
Germany remain high. For 2025, figures of up
to 20 cents per kilowatt-hour were projected,
depending on the customer group. By interna-
tional standards, particularly compared to the
United States, this represents a considerable
competitive disadvantage of some eight cents
per kilowatt-hour.

In addition, Germany remains one of the count-
ries with the highest labor costs, which amount
to over EUR 40 per hour (including social secu-
rity contributions). The figure does not compa-
re well with locations in Central and Eastern
Europe, where rates are below EUR 20 per
hour, the United States at around EUR 30 per
hour, and China, where costs remain below
EUR 10 per hour. For the German automotive
industry, the labor cost disadvantage compa-
red to lower-cost EU locations in Central and
Eastern Europe is still estimated to be around
50%. Overall, key location indicators continue
to deteriorate - with direct consequences for
investment- and footprint-related decisions.



Against this backdrop, the question is in-
creasingly being raised as to whether Ger-
many is becoming a unique case in the glo-
bal automotive landscape. A comparison
with the United States, China, South Korea,
or specific locations in Eastern Europe shows
that while other countries have managed to
at least stabilize their automotive produc
tion or expand it in specific forward-looking
sectors, Germany remains stuck in a phase
of weak overall economic momentum and
limited growth in terms of new value creati-

on. A combination of persistently high ener-
gy costs, increasingly strict regulatory requi-
rements, and relatively slow approval pro-
cesses is additionally driving the incentive to
shiftinvestments to regions with lower costs
and stronger growth. Germany is therefore
in danger of shifting from being a leading
player in the automotive sector to a market
with diminishing industrial depth. This trend
is particularly evident in the outlook for ve-
hicle production and GDP in Germany com-
pared to its main competitors.

FIGURE 1: COMPARISON OF VEHICLE PRODUCTION VOLUMES AND
GROSS DOMESTIC PRODUCT

Development of Real Gross Domestic Product and Vehicle Production Volumes
(Forecasts for Real GDP and Vehicle Sales 2024-2031, in %)
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Germany is in
danger of shifting
from being a
leading hub of the
automotive industry
to a market with
diminishing
industrial depth.

Policy framework and technology are key
to transformation

For an industry that needs to realign itself amid
the trends of decarbonization, digitalization,
and the shift toward new mobility solutions, the
regulatory framework plays a vital role. From a
corporate perspective, two key requirements
stand out: reliable planning certainty and effec
tive support for the transformation. In this
context, planning certainty means not only
clear long-term pathways for CO, targets, fleet
regulation, and infrastructure, but also the ab-
ility to rely on decisions once they have been
made. A government that frequently revises its
core policies will have difficulty attracting in-
vestments that require advance planning of ten
years or more.

Effective support for transformation goes far
beyond the granting of temporary subsidies.
What is needed is the accelerated expansion of
a competitive energy and charging infrastruc
ture, speedier planning and approval procedu-
res, technology-neutral R&D programs, and a

robust framework for training and labor market
policy. Moreover, maintaining a leading position
in the automation of both direct and indirect
production processes is a vital lever for addres-
sing the location’s structural cost disadvan-
tages. According to industry estimates, the
consistent use of robotics in manufacturing can
yield optimization potential of around 20% in
direct production costs; in indirect SG&A func
tions, the use of Al can enable savings of up to
40%. If Germany succeeds in establishing itself
as a global leader in these fields, the cost dis-
advantages can be significantly mitigated and
the threat of companies relocating can be aver-
ted, at least in part.

Whether the German automotive industry can
successfully turn the current challenges into a
robust competitive advantage therefore de-
pends largely on whether, in the coming years,
policy and regulation will shift from being a
hindrance to becoming a catalyst for an indus-
trial transformation that balances economic
resilience, climate goals, and employment.
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Stefan Schneeberger

The business models of many automotive
suppliers have been under considerable
pressure for years. High transformation
costs, sustained price pressure from OEMs,
and structural overcapacities are impacting
profitability. Against this background, many
companies are focusing on the question of
how existing expertise can be applied be-
yond the traditional automotive sector to
other industries.

Tristan Hagen Felix Sperl

Lukas Kirchhefer

A look at margin trends, earnings stability,
and capital market indicators suggests that
TOP 100 suppliers with a substantial presen-
ce outside the sector are generally in a
stronger position than those who specialize
exclusively in automotive manufacturing.
Expertise in fields such as electronics, drive-
train technology, and braking systems can
also be applied in industries that include
energy, aviation, and agricultural enginee-
ring, where it can be leveraged to drive ad-
ditional growth.

FIGURE 1: DIVERSIFICATION TRENDS AMONG SELECTED
TOP 100 SUPPLIERS FROM 2015-2025

(as a percentage of the companies surveyed, n = 25)
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Diversification goes hand in hand with
higher margins

The average EBIT margins of the TOP 100
suppliers in 2025 reveal a clear correlation
between the share of non-automotive reve-
nue and profitability. Pure automotive sup-
pliers are currently reporting figures in the
mid-single-digit percentage range on ave-
rage. A low non-automotive share of 1 to
20% does not necessarily improve the pictu-
re a great deal. This may indicate that early
steps towards diversification initially create
additional complexity without yet yielding
sufficient economies of scale or operational
synergies.

Figure 2: Degree of diversification and
EBIT margin in 2025 for the TOP 100
suppliers

However, profitability improves significantly
when the non-automotive share ranges from
20 to 40%. Even in the groups with 40 to
60% and 60 to 80% of non-automotive reve-
nue respectively, EBIT margins are signifi-

cantly higher than those of companies focu-
sed solely on the automotive sector. The
analysis thus suggests that it is not a com-
plete exit from the automotive business that
yields the greatest benefits, but rather a
significant degree of diversification that taps
into additional sources of revenue and redu-
ces dependence on the cyclical core
business.

Diversified companies show greater
resilience

A closer look at the data over the past ten
years also reveals a mixed picture. The EBIT
margins of companies that are purely core
automotive suppliers weakened overall bet-
ween 2015 and 2025. While diversified com-
panies are also affected by industry cycles
and macroeconomic shocks, they tend to
stabilize more quickly over time and at a
higher level. The analysis suggests that di-
versification can not only create additional
growth opportunities, but also help limit
earnings volatility in an increasingly uncer-
tain market environment..

FIGURE 2: DEGREE OF DIVERSIFICATION AND EBIT MARGIN IN 2025 FOR THE
TOP 100 SUPPLIERS
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More robust business models tend to
be evaluated more highly

The picture is similar in the capital market.
Diversified suppliers often record a more
dynamic share price performance over the
long term than companies focused exclusi-
vely on the automotive sector. At the same

time, their price-to-earnings ratios exceed
those of less diversified companies over a
wide range of time periods. This fact sug-
gests that investors tend to reward business
models with more stable cash flows, broader
exposure to end markets, and multiple
growth paths with higher valuations.

FIGURE 3: TREND IN EBIT MARGINS OF DIVERSIFIED AND
NON-DIVERSIFIED TOP 100 SUPPLIERS, 2015-2025 (in %)
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Diversification must be actively
managed and strategically
implemented

For management teams, diversification is
not a one-off decision, but a strategic pro-
gram of transformation. Successful suppliers
prioritize a select few promising target in-
dustries based on market attractiveness,
capability fit, regulatory frameworks, and
synergies with their core business. Timing is
also crucial here, as diversification can be
most effectively pursued when companies
still have sufficient financial headroom to do
so.

An analysis of the TOP 100 suppliers sug-
gests that a substantial share of non-auto-
motive revenue may be associated with hig-
her profitability, greater earnings stability,
and a tendency toward higher capital market
valuations. Diversification therefore appears
to be a potentially significant strategic factor
for many automotive suppliers, enabling
them to reduce dependencies and create
additional value. However, what matters is
not the breadth of the portfolio itself, but
the ability to profitably and scalably develop
adjacent markets based on existing
expertise.

FIGURE 4: (NON-)AUTO P/E RATIO AND SHARE PRICE PERFORMANCE
(2015-2025)
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The term “lead market” has long been a reality for China and poses existential challenges for
Europe’s Tier-1 and Tier-2 suppliers. It is no longer just about having a presence in China, but
about adapting to an entirely new industry standard: “China speed.”

Current situation

While European suppliers dominated the mar-
ket for decades due to their technological edge
and economies of scale, Chinese competitors
have long since leveled the playing field. On the
OEM side, it is worth noting that European ma-
nufacturers have significantly expanded their
presence in China. The Volkswagen Group is
particularly remarkable in this regard, as with
its dedicated “local for local” strategy, it has al-
ready introduced vehicles specifically tailored
to the Chinese market that are not based on
existing VW platforms. Examples include the
AUDI E5 and the ID.UNYX 08, which are based
on platforms from SAIC and XPeng
respectively.

At the same time, Chinese suppliers have dra-
matically expanded their market share both in
China and globally. Chinese companies have
already established dominant positions in fields
such as battery technology and autonomous
driving. In 2025, CATL and BYD together held a
market share of approximately 55% in the glo-

bal high-voltage EV battery market.

Apart from their technological advancements,
Chinese suppliers also have considerable ad-
vantages in terms of cost and time-to-market.
The cost advantage is approximately 25-30%
and stems not only from lower labor costs, but
also from lower material costs and a high de-
gree of vertical integration. Even more critical is
the time-to-market factor: Chinese competitors
sometimes bring innovations to market within
6 to 12 months, whereas European develop-
ment cycles take significantly longer.

In search of new customers - and to counter
fierce price competition and overcapacity in
their domestic market - Chinese suppliers are
rapidly expanding into Europe. Battery manu-
facturers and providers of ADAS and smart
cockpit solutions are particularly active, as are
suppliers in traditional sectors. The strategy is
two-pronged: on the one hand, they offer pro-
ducts that are not available in Europe in this
form; on the other hand, they position themsel-
ves as a low-cost alternative to the existing
supplier base.

Battery cell manufacturers such as CATL, EVE,
and Sunwoda are currently expanding their
production capacities in Europe - in some ca-
ses accompanied by their subcontractors. In
the field of traditional components, for exam-
ple, Nobo Automotive is building a plant in the
Czech Republic. However, the most dynamic
growth is evident in the ADAS segment, where
numerous Chinese companies such as Mo-
menta, Deeproute.ai, WeRide, Pony.ai, Horizon
Robotics, and Zhuoyu Technology (DJI) are cur-
rently expanding their presence in Europe.

Germany is one of their preferred destinations.
Whereas fewer than 10 sites operated by Chi-
nese suppliers were opened in Europe up to
the end of 2020 (excluding M&A activity), that

number has since risen to over 20. Moreover,
European OEMs are actively seeking out Chine-
se suppliers for non-Chinese projects. At the
same time, they are benefiting from the expan-
sion of Chinese OEMs into Europe, which often
bring their existing supply chains with them.

Consequences for suppliers

The direct result is intense pressure on compe-
tition and margins. While European suppliers in
China are increasingly being displaced by local
market leaders in high-margin, high-tech seg-
ments, they are also facing pressure in Europe
from lower-cost Chinese suppliers.

China is no longer

a market.
China is an

operating system.
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Outlook: decoupling

The outlook for the coming years is clear: the
Chinese automotive sector will become increa-
singly decoupled from the global industry. A
largely self-sufficient supplier landscape will
emerge in China.

For European suppliers, this means their Chine-
se subsidiaries will be competing directly with
local competitors and must therefore operate
with significantly greater autonomy. This inclu-
des serving local customer needs, achieving
the required speed, and, in some cases, deve-
loping products that are of little relevance out-
side of China. The management and operations
of the organizations based in China will there-
fore need to differ significantly from those of
the European headquarters.

Conclusion:

Is China a good role model? We would answer
this question with a tentative “yes.” Chinese
suppliers are no longer a local phenomenon; as
they expand into Europe, European suppliers
must face the same competition on their home
turf, albeit under more favorable conditions for
the time being, since OEMs in Europe do not yet
operate under the same rules as in China.

Call to action: management agenda for
automotive suppliers

It is crucial for the management of European
suppliers to accept that China operates accor-
ding to its own rules. This includes, in particular,
the consistent implementation of an “in China
for China” strategy.

In our view, European organizations based in
China need to be able to operate independently
- with full budgetary responsibility and local

decision-making authority. The European head-
quarters must no longer be a bottleneck in this
process.

This also implies the need to clearly distinguish
between processes and products “for China”
and those “for the rest of the world.” While the
Chinese market operates according to local
dynamics, different conditions continue to ap-
ply in Europe - such as considerably longer
development cycles.

At the same time, European suppliers need to
adjust their cost structures in Europe in order
to remain competitive with Chinese suppliers.
Furthermore, they should take targeted steps
to strengthen their position in China. This inclu-
des reviewing existing partnerships and active-
ly seeking collaborations with local leaders -
particularly in areas such as LiDAR, ADAS, and
semiconductors.

Co-development approaches and joint ven-
tures with Chinese partners should also be
explored. These enable faster local adaptation,
reduce financial risks, and provide access to
expertise and customers. At the same time, the
agility of partner companies can help make
one's own organization more flexible.

Conclusion for decision-makers

China is an unavoidable role model when it
comes to speed and cost management. Even in
select fields of innovation, there is no getting
around China.

As Chinese suppliers are strong in their home
market and increasingly expanding into Europe,
European companies have no choice but to
adapt to Chinese market mechanisms.
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Electric mobility hasn't failed, it has simply
become a reality. For many suppliers, it has
gone from being a promise of growth to a
stress test. The market does not grow in a
linear fashion, but in spurts, with delayed
SOP dates, volatile vehicle call-offs, and tac
tical behavior on the part of OEMs. That is
precisely what shifts risks to the supply
chain. Investments in production lines, tools,
personnel, and development are taking lon-
ger to pay off, and in some cases no longer
yielding the expected returns. Volatility is
therefore not a temporary phenomenon,
but the new normal. In other words, it is not
technology alone that is decisive, but rather
the ability to manage volatility, costs, and
capital investment. This is precisely where
we see what is defining the current phase, as
much of the capacity previously built up is
no longer in line with the realistic pace of the
market.

Overcapacity becoming a structural
problem

Investments were made in many sectors re-
lated to electric mobility, with the rationale
being a faster ramp-up. If volumes fail to
materialize or programs are postponed, the
result is downtime that is difficult to com-
pensate for. Most of this overcapacity is not
purely temporary and therefore does not
automatically disappear after a certain peri-
od of time..

In some parts of the market, the question
has long been whether technology, cost
structure, and regional value creation are
still compatible with future realistic volumes
and competitive positioning (keyword: com-
petition from Asia). Plant restructuring - as
seen most recently among several suppliers
in the electric motor sector - or, in extreme
cases, plant closures are therefore no longer
isolated incidents, but rather indicative of
the industry as a whole.

Success depends on the right program
and ongoing development

This makes one capability, which has long
been underestimated, critical to success for
suppliers: the right choice of product portfo-
lio. What matters isn’'t winning just any elec
tric mobility program, but being part of the
right program with the right OEM. A nomina-
tion only realizes its full value when there is
a stable platform in sight. When platforms
are postponed or even discontinued, volu-
mes are reduced, or strategies reprioritized,
what was supposed to be a growth project
can soon become a profitability issue. Mo-
reover, due to the rapid pace of product in-
novation - particularly from China - sup-
pliers must not only successfully secure a
contract but also develop their components
and systems on a much shorter cycle to avo-
id being left out when the OEM revamps the
platform.

Cost pressure mounting in key
component groups

In addition, there is growing cost pressure
across many categories of electric mobility
components. As standardization increases,
prices for battery cells, inverters, and elect-
ric motors are falling. What initially appeared
to be a market driven by technological diffe-
rentiation is, in some areas, already evolving
into fierce competition centered on cost re-
duction and industrialization. Margins come
under pressure precisely where components
become more comparable and OEMs place
(even) greater emphasis on price. The result
is profit margin erosion in the very sectors
that many suppliers have built up as their
future business.

The combustion engine stabilizes - and
brakes at the same time

However, many suppliers continue to finance
the transformation using revenue from their
internal combustion engine business. Accor-
ding to Berylls by AlixPartners, 71% of the
suppliers surveyed still generate three quar-
ters of their revenue from ICE-related value
creation. Although this strategy may provide
short-term stability, it massively increases
complexity, as many companies will have to
manage two distinct business lines in paral-
lel for years to come: on the one hand, the
ICE business, which continues to generate
cash, and on the other, the capital-intensive,
often low-margin electric mobility business.
However, this dual burden ties up capital,
management attention, and flexibility.

The industry is becoming more realistic

The current mood reflects this reality. Only
48% of the companies surveyed by Berylls
by AlixPartners now view electric mobility as
a clear opportunity; in 2023 that figure was
77%. And only around half of those expect
electric mobility to provide a real boost to
revenue over the next five to ten years. This
is not a rejection of the technology, but rat-
her a recognition of the simple fact that
growth alone is not sufficient if scaling, price

levels, and capital commitment are not alig-
ned with one another.

What suppliers need to do now

The focus must clearly be on actively redu-
cing excess capacity, consistently streamli-
ning portfolios, and critically assessing tech-
nologies that are difficult to scale. At the
same time, more flexible operating models
and plant architectures are needed to cost-
effectively accommodate shorter product
life cycles and technological updates. Equal-
ly important is better market intelligence,
because if you fail to identify OEM strategies,
platform decisions, and program risks in a
timely manner, you end up bearing the risk
for too long at your own plant. To achieve
this, development speed and cost reduction
capabilities need to be improved, for exam-
ple through partnerships, cluster initiatives,
and design-to-cost approaches.

Conclusion

The real question for suppliers is no longer
whether electric mobility will shape the in-
dustry - that question has been settled. The
key to success lies in being part of the right
program with the right OEM, adjusting your
cost base quickly enough, and not carrying
excess capacity for too long. For suppliers,
electric mobility is therefore less of a pure
growth area and more of a selection pro-
cess. Those who actively manage their port-
folio, production programs, and cost struc
ture can reap the benefits. Those who fail to
do so will not be carried along by the trans-
formation, but left behind by it.
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Strategic options for suppliers in the global endgame for ICEs, and the priorities this presents

for suppliers in the DACH region.

ICEs are not disappearing at the same rate
worldwide. While the global light vehicle
market is expected to grow from around 93
million vehicles today to around 106 million
by 2040, annual sales of new ICEs are fore-
cast to decline from a good 54 million to
around 16 million units during the same
period.

However, the ICE market isn't just shrinking
- it's also shifting to the Global South. While
ICEs are set to become a niche market in
Europe and China by 2040, their number in
South Asia is still expected to remain at
around 6.5 million by 2040, down from ab-
out 8.6 million units today. This makes South
Asia the largest remaining market for ICEs.
By 2040, Latin America and the Middle East

& Africa will still have around 2.2 million and
1.2 million ICEs respectively.

This means that roughly two thirds of
the remaining global market for ICEs
will in future lie outside the traditional
core markets of European suppliers,
where the ICE will remain a locally adapted,
cost-effective powertrain - particularly in
the high-volume and entry-level segments.
Chinese manufacturers such as Geely are
additionally driving this trend by developing
export-oriented multi-energy  platforms,
with the proportion of ICEs specifically tailo-
red to markets in Africa, South America, and
Southeast Asia.

FIGURE 1: INTERNAL COMBUSTION ENGINE VEHICLES
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The key question, therefore, is which pro-
ducts will still be profitable for suppliers in
the final stages of the ICE era. Currently,
companies from the DACH region frequently
hold significant market shares in vital engine
components such as pistons, bearings, and
flywheels, as well as in thermal management.
It is precisely these components that make
up the most durable bridge segments. They
remain in demand in the aftermarket and
can, in some cases, be adapted for use in
hybrid and electric powertrain solutions. In
contrast, highly complex components sub-
ject to regulation, such as those used in ex-
haust aftertreatment, will remain relevant
only in a few markets and niche sectors.

The footprint also needs to be rethought.
OEMs are converting their European
plants to BEV platforms, while much of
the supplier capacity in high-wage
countries remains tied to traditional
ICEs. European suppliers should address
the situation by opening modular facilities in
emerging automotive hubs - such as India,
Mexico, and certain countries in northern
and southern Africa - that can, on the one
hand, supply the remaining volume of ICEs
and, on the other hand, be converted to pro-
duce hybrid and electric components in the
medium term.

However, the longest shadow cast by
the ICE lies in the existing fleet. Even be-

fore the pandemic, more than two million
used vehicles were exported to Africa each
year. Consequently, under typical current
scenarios, Africa’s fleet of ICEs is expected to
grow from just over 30 million vehicles today
to 60-70 million by 2040, while the fleet in
Europe will decline sharply at a rapid rate.
This trend will also shift the potential of the
aftermarket. Above all, safety- and perfor-
mance-critical components such as brakes,
lights, batteries, starters, and filters will
need to be replaced; damaged body, ex-
haust, and comfort parts are much more
often repaired or simply ignored.

It is precisely in these aftermarket catego-
ries with high replacement rates that many
DACH suppliers possess technological ex-
pertise and strong brands. This is the se-
cond strategic cornerstone of the ICE's final
phase: not the extension of the old OE mo-
del, but the targeted development of 1AM
value pools in Africa and parts of Latin
America.

For suppliers in the DACH region, the priori-
ties are clear: selectively serve residual mar-
kets, monetize bridge technologies, adapt
plants for flexibility, and systematically tap
into aftermarket categories that have a high
probability of replacement. This does not
mean the abrupt end of the ICE - rather, it is
about realigning regional priorities, portfo-
lios, and business models.

Internal combustion engines
aren't going away - they're

just shifting.
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Al as a catalyst for AD and ADAS

Following the breakthrough in generative Al,
leading tech companies have brought so-
phisticated Al models for autonomous dri-
ving (AD) and advanced driver assistance
systems (ADAS) to market. This is a revolu-
tionary move, as vision-language-action
(VLA) models already integrate infotainment,
user interfaces, and driving functions into a
single approach, thereby consolidating pre-
viously separate functional silos into a uni-
fied software stack. This raises the question,
particularly for automotive suppliers, of
what opportunities and risks this entails.

Every “established player” in this sector is
now on high alert! This is because three key
factors play a major role here:

Zero-shot capabilities

massive investments in technology and
early entry into a long-term market
trend.

Zero-shot capabilities

In the field of Al development, world models
are currently being created that enable
ADAS systems to perceive situations in a
manner that is almost human. This signifi-
cantly reduces the need for complex (and
therefore expensive) corner-case training
data and enables zero-shot deployment -
that is, autonomous driving in cities for
which the system has never been explicitly
trained. Waymo, NVIDIA, NIO, and especially
Wayve have already demonstrated L4 sys-
tems, showcasing test drives using a single
Al model during a global roadshow in 500
cities.

Massive investments in technology

This momentum is made possible by large-
scale investment in development. Waymo
alone, having secured approximately USD 16
billion in new funding in February 2026, now
has technology investment capital on a scale
that exceeds the annual R&D budgets of

many global Tier-1 suppliers. This gives them
a structural advantage over traditional auto-
motive suppliers in terms of speed. And it
fuels competition among tech companies for
innovation leadership in the L4 endgame. To
remain competitive, tech companies are
consistently pushing forward with vertical
integration and reducing their dependence
on suppliers at critical control points, parti-
cularly in SoC development and sensor
technology.

In contrast, traditional automotive suppliers
have neither comparable resources nor the
necessary appeal to investors - current re-
turn profiles and lower levels of innovation
limit their ability to compete.

Why is this so crucial right now? Today, first
movers are securing market opportunities in
the ADAS sector, even if “only” in the L2++
range. The current sales success effectively
secures an entry ticket to the long-term mar-
ket - because scaling up to higher SAE levels
and growing alongside the corresponding
vehicle platforms of major automotive ma-
nufacturers ensures participation in the AD
endgame, where tech companies will domi-
nate the robotaxi market.

Long-term market trends

At the same time, the market penetration of
ADAS is growing rapidly. In the core markets
of the EU, the United States, and China, ap-
proximately 56% of new vehicles will already
be equipped with L2/L2+/L2++ systems by
2026 - a figure that is expected to rise to just
over 70% by 2030 and to more than 85% by
2040. The resulting effect is that as adoption
becomes more widespread, so will the de-
mands for scalability and the ability to up-
date software stacks, as well as the pressure
to reduce system costs per vehicle. Al-based
software stacks thus become a tactical lever
in short-term product decisions - and a stra-
tegic control point in medium- to long-term
platform competition.

On the hardware side, Al enhances the abili-
ty to extract information from various sen-
sor modalities - particularly vision. As a re-
sult, OEMs have begun to reduce their sen-
sor sets - and the associated BOM costs per
vehicle. LIDAR remains particularly attractive
to premium OEMs, which can afford a higher
BOM to improve driving performance, ex-
pand ODDs, and further enhance safety,
while other OEMs use LiDAR primarily to
meet redundancy requirements for certifica-
tion. By shifting raw data processing directly
to Al models running on high-performance
computers within the vehicle, the need for
preprocessing by “smart” sensors is decrea-
sing - simpler versions and standalone sen-
sor heads are increasingly sufficient. Leading
OEMs are already defining their own functio-
nal designs, thereby bypassing conventional
supplier structures.

Implications for suppliers

For software suppliers, competition with
tech companies is becoming increasingly
fierce - budget constraints, corporate cul-
ture, and speed are imposing significant li-
mitations. At the same time, tech companies
still lack in-depth knowledge of automotive
integration, which is where automotive sup-
pliers can play a key role by offering integra-
tion services, tool chains, homologation ex-
pertise, and global rollout capabilities.

In terms of hardware, automotive suppliers
need to clearly define their "right to play”
within a value chain that has been restructu-
red by vertical integration. Global ADAS pe-
netration across all SAE levels will continue
to rise, leading to an overall increase in de-
mand for related components. While diffe-
rentiating components are gradually disap-
pearing from OEMs' scope of interest, this
creates an opportunity for select suppliers
to position themselves as strategic co-de-
velopment partners with clear core techno-
logical expertise. However, due to market
dynamics, the window of opportunity for
this is likely to close quickly.
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Europe's automotive supply industry is no
longer grappling with a temporary economic
downturn, but with a structural shift. While
vehicle production in the EU remains well
below pre-crisis levels and tens of thousands
of jobs are being cut, the United States is
pulling ahead in terms of private Al invest-
ment, and China is cementing its dominance
in the world of industrial robotics. Traditional
efficiency programs are no longer sufficient in
this situation. European suppliers that want
to remain competitive need to rethink their
production processes, and physical Al is the
key to achieving this aim.

The figures leave little room for interpreta-
tion. Vehicle production in the EU is some
20% below 2019 levels - a shortfall of 3.1
million units. In 2024 and 2025 alone, the
industry shed 104,000 jobs, while only 7,000
new positions were created. One in four sup-
pliers expects to report a loss for 2026 (CLE-
PA Pulse Check 2026).

At the same time, the technological focus is
shifting: the U.S. is investing 109 billion dol-
lars in private Al research - 14 times more
than the EU, which is investing only eight
billion dollars (Stanford HAI 2025). Over half

FIGURE 1: EUROPE’S INVESTMENT GAP IN Al AND ROBOTICS
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of all new industrial robots worldwide (54%)
are installed in China, which, with over two
million units, has the largest robot fleet of
any country and 4.5 times more than in Ja-
pan. In terms of robot density, China, with
166 robots per 10,000 workers, still lags
significantly behind Germany, which has 449
robots (IFR 2025, updated April 2026). On
the one hand, this is due to the high propor-
tion of employment outside industrial enter-
prises. On the other hand, it shows that the
potential of conventional stationary automa-
tion - welding, joining, and painting - has
largely been exhausted at OEMs and high-
volume suppliers.

The conclusion is discomforting, but absolu-
tely clear. Those companies in Europe that
continue to rely on incremental efficiency
programs will lose not only their profit mar-
gins, but also their strategic flexibility.

Competitive pressure is shifting from indivi-
dual factors to the question: what options
do European suppliers have to simulta-
neously address costs, variability, and the
shortage of skilled workers - specifically
within existing brownfield sites, rather than
on the drawing board of a greenfield facto-
ry? One possible answer is physical Al. The
decisive factor will be how quickly plants and
processes as a whole become capable of
learning.

How physical Al is transforming proces-
ses: from rigid production to adaptive
manufacturing

Physical Al combines Al models with physical
robotics, which includes mobile robots, co-
bots, Al vision, predictive maintenance, and,
in the medium term, humanoid robots. The
break with traditional automation is syste-
mic: instead of being rigid and designed for
a single purpose, physical Al is adaptive,
software-defined, and multifunctional. A co-
bot switches tasks via a software update, a
mobile robot optimizes routes in real time,
and a vision system detects defects that a
human would not be able to reliably identify.
Physical Al makes variation manageable. It is
the flexibility that rigid automation could
never provide as product diversity increases

and batch sizes decrease..

The important thing to remember is that this
new world does not replace established in-
dustrial robots, it simply complements them.
KUKA, FANUC, or ABB remain the backbone
of the production process when it comes to
welding, painting, and handling tasks with
cycle times of less than a second and repea-
tability in the hundredths-of-a-millimeter
range. Physical Al comes into play where
conventional robotics reaches its limits - na-
mely in terms of versatile grasping, context-
sensitive assembly, and autonomous naviga-
tion in unstructured environments. To put it
simply, the industrial robot follows a prede-
termined path, while physical Al makes deci-
sions. The two worlds are, however, conver-
ging and it is precisely this combination that
will drive the next leap in productivity.

Where the business case already
holds up

Physical Al is no longer just a theoretical di-
scussion. The benefits can already be quan-
tified in four areas of application, and in all
four, the payback periods are less than two
years.

In the world of intralogistics, more than
18,000 mobile robots are already in opera-
tion at hundreds of automotive plants
worldwide - ranging from AGVs with prede-
fined routes to fully autonomous AMRs. In
practice, a balanced approach tends to pre-
vail, in which AGVs with limited autonomy
are able to navigate around obstacles and
reroute without requiring the complexity of
a full AMR stack. For example, BMW relies
almost exclusively on mobile robots to sup-
ply its plants in Spartanburg and Munich. At
the Munich site, robots handle approximate-
ly 60% of all supply tasks, with a daily volume
of 2.5 million parts. The company Idealworks,
a BMW spin-off, provides the corresponding
scalable mobile robot platform. The invest-
ment typically pays for itself within 12 to 18
months; in a three-shift operation it can
even pay off in less than 12 months and
downtime is reduced by up to 21%. (IFR
2025; Idealworks; BMW Group)



In quality assurance, Al-based paint in-
spections are becoming increasingly com-
mon, achieving detection rates of between
90% and 99.5%. In a plant producing 1,000
vehicles per hour, this can result in savings
of 12 million to 36 million dollars per annum,
with a payback period of 12 to 18 months
(WEF Lighthouse Network 2026).

In the assembly process, cobots are in-
creasingly taking on tasks that pose ergono-
mic challenges, such as door insulation,
grinding, and gluing. The greater the variati-
on in EV/ICE mixed production scenarios,
the faster the cobot pays for itself compared
to rigid automation. Real-world examples
include Eclipse Automation’s use of UR co-
bots for door insulation processes at BMW
Spartanburg, as well as cobot-assisted body
grinding at the Ford plant in Cologne.

In predictive maintenance, Al-based con-
dition monitoring reduces unplanned downt-
ime by 35 to 50% and cuts maintenance
costs by 25 to 30% (WEF Lighthouse Net-
work 2026). The prerequisite for this is un-
spectacular yet crucial: comprehensive sen-
sor technology and a robust data infrastruc
ture. This is precisely where the key weak-
ness of many Tier-2 suppliers lies. Without a
structured data lake, any predictive mainte-
nance strategy is pointless. A reliable data-
base is essential for a serious physical Al
roadmap.

Physical Al is not just
an option for the
future. It is the only

solution that

addresses costs,
variance, and the
shortage of skilled
workers all at once.”

Steffen Hage, Associate Partner, Berylls by AlixPartners

What still stands in the way of scaling

As compelling as the business cases may be,
physical Al is not simply a plug-and-play so-
lution. Four obstacles prevent scaling, and
none of them can be overcome through
technology alone.

First, many suppliers lack the necessary da-
tabase. Without structured machine data,
any Al model is doomed to fail. Second, con-
nected robotics increases the size of the OT
attack surface, while many plants still opera-
te without a segmented network architectu-
re. Third, ISO 10218 and the EU Machinery
Directive set clear boundaries for human-ro-
bot collaboration; the required documenta-
tion is time-consuming and must also be
provided for expansions in brownfield envi-
ronments. And fourth, there are currently
no binding standards for humanoids in mass
production settings. Those who scale up too
soon risk regulatory setbacks.

None of these obstacles is insurmountable,
but each one requires investments that go
beyond technology alone.

Hardware is not the bottleneck

With physical Al, the role on the shop floor
shifts from the operator to the robot super-
visor. This shift is not merely a minor detail
in workforce planning, but the actual bottle-
neck in the transformation. Today, 65% of
manufacturing companies fail due to a lack
of skilled people (NAM 2024). The World Eco-
nomic Forum'’s Lighthouse factories, which
systematically provide training to 88% of
their workforce, have reduced employee
turnover to 3.5% - compared to the industry
average of 9.4% (WEF Lighthouse Network
2026). By 2028, about 20% of the operations
workforce will need Al skills. It's not robots
that are in short supply, but the people who
orchestrate them.

Three waves of investment by 2030: the
window of opportunity is closing

Companies that approach the transition in a
structured manner can introduce physical Al
in three phases, following a clear logic. The
sequence is based on the underlying levels
of maturity. At what pace do suppliers need
to invest to avoid falling permanently
behind?
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FIGURE 2: THREE WAVES OF INVESTMENT BY 2030
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Phase 1 - Foundation
(2026)

In this initial wave, the goal is to scale mobile
robot fleets, Al-driven quality assurance,
and predictive maintenance across all plants.
The technologies are available and the ROl is
less than 24 months. Individual pilot projects
are no longer sufficient. Companies that do
not roll out their solutions across multiple
plants during this phase are missing out on
crucial economies of scale.

Phase 2 - Acceleration
(2026-2028)

Logistics orchestration, adaptive robotics
and cobot cells, Al operator assistants, and
process parameter tuning build upon this
foundation and actively control production
processes. The true test of maturity lies in
operating them using a standardized control
architecture, rather than as isolated soluti-
ons in individual production lines.

Phase 3 - Industrialization
(2028-2030)

In the third wave, the focus shifts to human-
oids in brownfield pilot projects and the de-
velopment of the software-defined factory.
By then, Chinese OEMs and Tier-1 suppliers
will have moved their humanoid pilots into
mass production scenarios. The decisive
factor is that humanoids do not exist in a
parallel world. From a control perspective,
they are part of the mobile robot system.
Whether on tires, on a base, or on two legs,
they all need the same virtual foreman to tell
them what to do. A standardized Al control
level (orchestration system) connects mobile
robot fleet intelligence, Al-guided cobot as-
sembly, self-calibrating stations, and huma-
noid platforms, thereby integrating planning,
control, and quality.

By now at the latest, European suppliers
need to have their own experience under
their belts - not for the sake of prestige, but
so they can have a say in the next architec
tural decisions.

The window of opportunity
for strategic decisions is
closing when it comes to
data sovereignty, platform
selection, and workforce
restructuring. Physical Al is
not just another automation
trend, but the next productivi-
ty driver for European sup-
pliers. Competition is not deci-
ded solely by hardware, but by
data infrastructure, platform
architecture, and workforce
skills. Those who wait will lose
their strategic capacity to act
by 2028 and be forced to play
by others’ rules during the in-
dustrialization phase.
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The automotive supply industry is facing a fundamental overhaul of its strategic approach.
Geopolitical fragmentation, critical dependencies on raw materials, and the trend toward “lo-
cal for local” are changing the rules of the game. Cost optimization alone is no longer suffi-
cient, as geo-economic considerations are becoming an equally important guiding principle.

A little over a decade ago, in his bestseller
“Prisoners of Geography,” Tim Marshall sho-
wed how rivers, mountains, access to the
sea, and natural resources shape the politi-
cal and economic activities of countries.
What at times seemed like freely available
commodities during the height of globaliza-
tion are returning in the early 21st century
as open competition for access to energy,
deep-water ports, trade routes, and critical
infrastructure. For suppliers, this means
their supply chains must be designed to
withstand geopolitical shocks and trade po-
licy interventions - through robust regional
structures, diversified transport routes, and
secure access to critical raw materials. What
used to be a peripheral issue for risk ma-
nagement functions is now taking center
stage in strategic decision-making at ma-
nagement board level.

The three-bloc structure - a new global
gravitational system

This logic is reflected in a clear three-bloc
structure. China and the United States are
asserting their claims to hegemony through
different means: reciprocal tariffs and an
“America first” industrial policy on the U.S.

side, and the Belt and Road Initiative and
targeted control of strategic raw material
and trade corridors on the Chinese side.
Both blocs are rapidly establishing closed
industrial-technological ecosystems and
systematically securing their own share of
the value chain by means of subsidy pro-
grams, local content requirements, and ex-
port controls. Europe is under considerable
pressure to define a coherent strategic
course that integrates the single market, key
industrial capabilities, and security interests;
otherwise, the continent risks being caught
between these two major powers.

Critical raw materials are Europe’s
geopolitical Achilles’ heel

Strategic raw materials are a particularly cle-
ar illustration of how vulnerable Europe is in
the new geo-economic order. In several
areas critical to technology and industrial
policy, there is a high degree of dependence
on a small number of production, proces-
sing, and control facilities located outside
Europe.

China has made strategic investments in the battery raw materials value chain and

now controls a significant share of mining and, in particular, refining capacity.

FIGURE 1
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Battery-related raw materials are a prime
example, as the crucial bottleneck lies not so
much in extraction as in processing. China
controls around 60% of global lithium refi-
ning, more than 80% of cobalt processing,
and around 90% of graphite refining, there-
by determining availability, prices, and mar-
ket access. Since 2023, this position has
been increasingly safeguarded through ex-
port and licensing regimes as part of indus-
trial policy.

At the same time, demand for materials is
rising structurally, while Europe lags behind
by about a decade in terms of refining and
processing expertise. In-house capacity is
virtually nonexistent; building it up requires
significant capital and will not yield results in
the short term. The example of batteries is
representative of a broader trend. Where
Europe does not control upstream stages of
the value chain, systemic dependencies are
bound to arise.

Note: Incomplete, only selected countries are displayed.
1 Weight of the respective material in an example 80-kWh battery.
Source: Desk research, Berylls by AlixPartners analysis

I High Supply Chain Risk
o Prices are expected to rise

Whoever controls refining and export condi-
tions dominates the scope of industrial acti-
vity. For the European automotive industry,
access to strategic raw materials is therefore
less a matter of procurement and more a
matter of power - with direct implications
for supply capability, margins, and strategic
autonomy.



“Local for local” becomes a require-
ment for admission

In addition to dependence on raw materials,
there is a second shift: when the global eco-
nomy organizes itself into blocs, production
also shifts to where sales take place. “Local
for local” is the logical next step in the frag-
mentation on the sales side - and has gathe-
red pace since 2023. Domestic passenger
car production in Germany remains at a level
of around 4.1 million vehicles, about 11%
below the pre-crisis level of 2019 (4.66 milli-
on). At the same time, exports of around
3.14 million vehicles are well below the pre-
vious peak of 3.5 million units. China now
accounts for over 30% of global production,
while North America is stabilizing its manu-
facturing through incentive programs and
local content requirements. What was initial-
ly seen as a cost-saving measure - supply
chain security, reduced logistics costs, and
just-in-sequence capability - is therefore
becoming a fundamental structural require-
ment. Establishing a local production pre-
sence has become virtually unavoidable
from a strategic standpoint.

Capital requirements and structural
implications

The pressure to maintain a regional presen-
ce is compounded by a secondary pres-
sure: that of transformation. Capital requi-
rements are rising due to simultaneous
investments in electrification, software, and
battery technologies as well as the develop-
ment of regionalized production networks,
while the EBIT margins of many European
suppliers, ranging from 4% to 7%, are well
below pre-crisis levels. For small and medi-
um-sized suppliers, this brings existential
questions to the forefront: it is no longer
the product portfolio that matters, but
rather which regions can be served profita-
bly in the long term and which need to be
abandoned.

Minimum percentage of local/regional value added required for tariff preferences, subsidies, or market access.

FIGURE 2: LOCAL CONTENT THRESHOLDS FOR VEHICLES BY REGION
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At the same time, "local for local” is also gai-
ning importance in terms of procurement.
Suppliers must assess which key compo-
nents need to be secured locally and where
dual or multi-sourcing across regions is ne-
cessary to actively reduce concentration
risks. The crucial point is not only the choice
of sources itself, but also whether the procu-
rement organization is capable of consist-
ently implementing appropriate strategies
across regions, product families, and sup-
plier generations. Against the backdrop of a
cumulative loss of around 100,000 jobs sin-
ce 2019 and wage cost disadvantages of up
to 50% compared to locations in Central and
Eastern Europe, there is also a growing risk
that weakened European suppliers will be
acquired by international investors seeking
to gain access to key technologies via this
method.

Intellectual property (IP) - the basis for
geopolitical resilience

In addition to the effects on production and
procurement described above, attention is
increasingly turning to an upstream aspect
whose strategic importance has long been
underestimated: intellectual property. In a
fragmented global economy, IP is increasing-
ly becoming a determining factor not only
for competitiveness, but also for market ac
cess, investment protection, and the ability
to operate effectively across global value
chains.

In this context, it is important to distinguish
between two dimensions, which are subject
to varying policy approaches and must the-
refore be managed differently: the creation
of intellectual property and the owner-
ship of intellectual property.

For the European
automotive industry, access
to strategic raw materials
Is less a matter of
procurement than

of power.
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The creation of intellectual property en-
compasses both the location where a pro-
duct’s actual value is created and the under-
lying development infrastructure, such as
tools, data platforms, or data centers. Their
strategic importance varies greatly depen-
ding on the technology; software-based
systems and integrated circuits (ICs) are
subject to increasingly strict export, access,
and usage restrictions. For this reason, the
most important lever is a modular product
and development architecture that serves
as the main safeguarding mechanism. It all-
ows critical subsets to be developed using
alternative setups, locations, or toolchains
as needed, without endangering the overall
scope of the product.

Intellectual property ownership refers to
the legal attribution of IP, that is, the ques-
tion of which company and under which ju-
risdiction holds the relevant rights of dispo-
sal, use, and decision-making. The manage-
ment process is significantly more complex
than that of IP creation, as the attribution of
IP ownership is often ambiguous in practice.
Particularly in the case of globally distribu-
ted development, licensing, and collaborati-
on models, determining the legal ownership
of intellectual property often requires inter-
pretation and depends on functional, orga-
nizational, and legal distinctions. The most
important lever is the strategic consolidation
of core and platform IP in jurisdictions with
robust regulatory frameworks, so that ow-
nership, decision-making authority, and va-
lue creation are aligned. Clear guardrails and
governance mechanisms transform IP ow-
nership from a legal structural issue into an
actively controllable management topic and
ensure the long-term usability of core tech-
nological assets.

Geopolitical resilience stems from a
holistic corporate strategy

In summary, it is clear that in geopolitically
fragile times, robustness can only be achie-
ved through an integrated approach encom-
passing procurement, production, IP creati-
on, and IP ownership. These aspects must
be embedded across all levers of corporate
strategy (see image) based on a shared set
of objectives. Only then does geopolitical
uncertainty become not only manageable,
but also a competitive advantage that can be
actively shaped.
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The automotive industry is undergoing a period of profound change. While the original equipment
market is increasingly characterized by margin pressure, large-scale investment in new technologies,
and volatile demand, a long-overlooked sector is coming into sharper focus: the aftermarket. It is
emerging as a reliable cash generator during this period of transformation - and, for many
suppliers, a decisive driver of earnings.

A key reason lies in the fundamentally dif-
ferent profitability profiles of the original
equipment and aftermarket businesses. In
the new car and original equipment markets,
margins are not only structurally lower, but
also far more dependent on economic con-

FUGURE 1: PERCENTAGE OF PROFIT OF THE
OEM GROUPS 2024
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around 25% to just under 30%.
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This spread makes it clear that the aftermar-
ket is not at all homogeneous. Value crea-
tion does not result automatically from
participation, but rather from the stra-
tegic prioritization of categories, clear
positioning, and an IAM-enabled opera-
ting model.

A second structural driver is the aging of
global vehicle fleets. In Europe, the ave-
rage age of vehicles is set to rise significantly
by the mid-2030s; particularly vehicles over
seven years old will continue to gain promi-
nence. This segment has traditionally been
the domain of the independent aftermarket.
As vehicles age, customer loyalty to OEM
repair shops declines, while independent
repair

FIGURE 2: TRENDS IN THE AGE CATEGORIES
OF THE EU VEHICLE FLEET
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shops, fast-fit chains, and online platforms
gain market share. Consequently, the IAM is
growing faster than the OEM-related after-
market and emerging as the dominant chan-
nel for parts and service revenue.

A similar pattern is evident globally as well
- although with regional variations. In the
United States an aging fleet of light trucks,
high annual mileage, and rising repair costs
are driving attractive aftermarket profit op-
portunities. In Asia, however, shorter holding
periods and more fragmented markets are
resulting in less stability, while at the same
time, growth opportunities are emerging
there through international expansion and
new distribution models. For European sup-
pliers, the ability to scale their aftermarket
business beyond their home market is in-
creasingly becoming a strategic priority.

Especially in light of electrification, software
complexity, and volatile OEM call-offs, the
aftermarket is taking on an additional key
role, as it helps to stabilize the risk pro-
file of suppliers. Demand for spare parts is
primarily driven by a vehicle's age, usage,
and wear and tear - and thus follows far
more predictable patterns than the new car
business. Even though electric vehicles have
a reduced need for traditional maintenance,
the complexity and cost of individual repairs
are increasing due to factors such as high-
voltage systems, power electronics, and
sensor-driven accident repairs. The after-
market therefore remains structurally signi-
ficant - albeit with a different product mix.



The aftermarket
Is the cash cow
in the shadow of
transformation.

What does this mean for suppliers? In prac
tice, three archetypal developmental
paths are increasingly being observed. Sup-
pliers with no significant aftermarket pre-
sence use the IAM primarily as a defensive
measure to stabilize cash flow. Companies
with a small aftermarket share focus on se-
lect, high-margin categories to offset fluc
tuating results in the OE business. Suppliers
that already have a significant aftermarket
presence are ultimately developing the IAM
as a strategic earnings and cash driver - with
a clear category structure, a differentiated
brand architecture, and scalable sales and
logistics models.

Growth in the aftermarket stems less from a
one-size-fits-all approach than from clearly
defined areas of focus: selecting the right
channels, strategically leveraging multi-
brand and white-label strategies, establis-
hing proximity to repair shops and distribu-
tion networks, and achieving operational
excellence in terms of product availability
and portfolio depth.

The key finding is clear: while large parts
of the core business are undergoing
change, the aftermarket remains a re-
liable stabilizing force - and a key lever
for making transformation financially
viable.
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The conventional levers for cutting material and labor costs have largely been exhausted,
which is why there is a growing focus on the structural cost base. Western suppliers start with
a legacy disadvantage: higher overhead ratios, more complex structures, and slower decisi-
on-making processes. Conventional efficiency programs merely address the symptoms, but
not the management model or the decision-making framework. Suppliers that streamline
their structures and systematically transform their overhead functions can improve their

EBIT by three to seven percentage points.
From cost-cutting to restructuring

Cost optimization has been a major focus of
the supplier industry in recent years. Lean
initiatives, automation, and offshoring to
low-cost countries have significantly eroded
the leeway on the cost of goods sold (COGS).
At the same time, technology, product stan-
dards, and quality requirements have been
largely brought into line, thereby eliminating
traditional differentiating factors. As a result,
Western suppliers are losing a great deal of

FIGURE 1

their competitive edge compared to their
Chinese counterparts. In addition, OEMs are
adjusting their procurement strategies:
SG&A expenses and overhead structures
are becoming a key focus of tender evaluati-
ons. Competition is shifting from direct pro-
duct costs to the structural cost base of the
business model.

EBIT potential
of 3-7p%

COGS Material costs SG&A

Il Western suppliers B Chinese suppliers
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Structural disadvantage of Western
suppliers

In this context, structural differences are
becoming more apparent than ever before.
Western suppliers have SG&A ratios of up to
15%, while Chinese competitors typically
range between 3% and 5%. This gap reflects
the organizational complexity that has deve-
loped over time. Matrix organizations, addi-
tional regional levels, and fragmented re-
sponsibilities increase management over-
heads and have a direct effect on indirect
costs. There are also higher indirect person-
nel costs, particularly in Europe and North
America, as well as global operations with
numerous interfaces. The resultis a structu-
ral cost disadvantage that can only be offset
to a limited extent via conventional efficiency
programs.

Competition redefined: structure, not
just costs

This changes our understanding of competi-
tiveness. OEMs no longer focus solely on the
level of overheads, but also on their efficien-
cy, the quality and speed of decision-making,
and organizational lean practices. SG&A ex-
penses become an integral part of an expan-
ded procurement strategy. Three factors
become increasingly important in this con-
text: decision-making speed, scalability

across regions and programs, and organiza-
tional efficiency, both structurally and ope-
rationally. In contrast, programs that focus
solely on short-term savings and isolated
process improvements fall short.

Why traditional SG&A optimization isn’t
sufficient

Established SG&A measures primarily focus
on standardization, process optimization,
and automation as well as outsourcing and
shared services. While they do produce re-
sults, they remain within the framework of
the existing management model. As long as
decision-making frameworks and governan-
ce remain unchanged, complexity and costs
will return. Unless the management model is
adapted, the impact of Al, automation, and
self-service structures will remain limited.
SG&A expenses ultimately reflect the logic of
the decision-making framework: complex
governance creates additional layers, redun-
dant roles, and unclear responsibilities, lea-
ding to slow decision-making and inefficient
processes. Without a new management mo-
del, a radical reduction in SG&A expenses
will neither realize the full cost-saving poten-
tial nor be sustainable; a new management
model without a cost reset is difficult to
justify.



FIGURE 2
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Traditional SG&A
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Process optimization,
standardization,
outsourcing, etc.

The crux of the problem: suppliers are
“bloated” and “sluggish”

In many organizations, two typical situations
are evident: first, “bloated structures,” that
is, overly complex organizations with nume-
rous levels of management, units that have
grown over time without being streamlined,
and activities that do not clearly add value.
There is often no mechanism in place to
measure the performance of SG&A functi-
ons and limit their expansion.

The second example, “sluggishness due to
lacking and delayed decisions,” points to
shortcomings in the decision-making frame-
work. Unclear lines of responsibility and the
resulting lack of accountability lead to deci-
sions being avoided rather than made in
critical cost-related situations. A high num-
ber of decision-making levels means that
management is far removed from day-to-day
operations, yet still wants to exert a strong
influence over them. The outcome is a per-
ceived high level of activity, despite decisi-
ons that are actually made slowly or not at
all, and a culture of reporting rather than
active management.

Redesign of the
management model:

Adaptable decision-making
structures for better and
faster decisions

The dual transformation lever and its
impact on EBIT

Overcoming these structural weaknesses
requires a two-pronged approach. On the
SG&A side, the focus is on consistently redu-
cing complexity: eliminating non-essential
activities, streamlining structures while shif-
ting operations to minimize factor costs, and
systematically expanding automation and Al
capabilities.

It is also necessary to redesign the manage-
ment model. Clear end-to-end responsibili-
ties, fewer management levels, strong ope-
rational units with a focus on results and a
high degree of autonomy, and faster decisi-
on-making provide the framework for a sus-
tainably lean SG&A structure.

Experience from transformation programs
shows that SG&A transformations with a
structural focus can unlock potential EBIT
gains of around three to seven percentage
points, significantly more than traditional
efficiency programs. For suppliers, this me-
ans consistently reviewing their operating
model, systematically reducing overhead
costs, and viewing SG&A expenses as a stra-
tegic lever for long-term competitiveness.

Only when both levers are
used in combination, does
SG&A transform from being
a static cost center to
becoming an active
competitive factor.
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Does the automotive supplier industry have more challenging months ahead? Jan Dannen-
berg and Alexander Timmer of Berylls by AlixPartners discuss the key findings of the study

“Global TOP 100 Automotive Suppliers.”

Mr. Dannenberg, what key insights did
you gain from the 2025 Top 100
Suppliers Study?

Dr. Dannenberg: Transformation and crisis
again continued to shape the landscape of
the supplier industry in 2025. Two thirds of
suppliers have downsized compared to the
previous year, profits are declining, and staff
cutbacks are on the increase. Established
players in particular suffered setbacks; ho-
wever, this also enabled nine new companies
to make it into the Top 100.

Mr. Timmer, which result surprised you
most - at least in terms of its extent?

Dr. Timmer: The speed of China’s rise - even
though we've been watching it for years.
CATL has now made it into the top three
global suppliers for the first time. The com-
pany first appeared in the ranking in 2018,
when it came in at number 71. This is an
unparalleled development. And CATL is not
anisolated case. In 2012, Weichai Power was
the only Chinese company in the ranking -
today there are 15, up from 13 the previous
year. Huawei and Fuyao are also demonstra-

ting how broadly diversified these rising
companies have become. In 2024, Huawei
more than quintupled its automotive reve-
nue and took the business into the black for
the first time. The key factors were Al-based

In 2025, the landscape
of suppliers was once
again shaped by crisis
and transformation.

driver assistance systems and cockpit soft-
ware, which were brought to market in part-
nership with domestic vehicle manufactu-
rers. Fuyao is growing differently - organical-
ly, highly profitably, and with a clear focus on
the premium segment. As the global market
leader in automotive glass, Fuyao benefits
from the fact that modern vehicles require
significantly more sophisticated glass - from
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windshields integrated with ADAS to sensor-
compatible panoramic roofs. These features
drive up earnings per vehicle, regardless of
the overall market volume.

Which suppliers were particularly
successful in 2025 - and why?

Dr. Dannenberg: As in previous years, semi-
conductor manufacturers (Infineon, Rene-
sas, STMicro, etc.) were able to generate
high, double-digit returns, but at the same
time reported the sharpest declines in reve-
nue. Tire manufacturers (Continental, Yoko-
hama, Toyo, etc.) also recorded profitability
of over 11%, twice as high as the rest of the
industry, although the growth leaders in this
segment were exclusively Chinese compa-
nies (Sailun, ZC Rubber). However, as is al-
ways the case, these profit margins are attri-
butable solely to the aftermarket business.
The market share gains made by Chinese
OEMs have also led to substantial growth in
revenue for local tire manufacturers and
additionally to a jump in sales for battery
manufacturers CALB and Gotion. Further-
more, there were two major corporate ac-
quisitions: Hankook acquired the air condi-
tioning manufacturer Hanon and moved up
29 spots. Luxshare-ICT even jumped 92
spots following its acquisition of cable ma-
nufacturer and assembler Leonil Huawei
saw organic growth of 93% with its automa-
ted driving systems.

Which suppliers and/or product
categories were hit particularly hard?

Dr. Timmer: Battery manufacturers from
South Korea and Japan have had their toug-
hest year since being included in the ran-
king. Samsung SDI has plummeted to 100th
place - down from 59th last year - and seen
its revenue drop by almost 40%. The opera-
ting margin fell from 1.1% to -24.5%, marking
the company’s sixth consecutive quarter of

losses. Panasonic recorded the sharpest
percentage decline in revenue in the entire
ranking, down by 62%, which highlights the
downside of a dependence on one single
customer that has developed over the years.
The underlying problem is the same, whet-
her you look at Samsung SDI, LG Energy So-
lution, or SK on: the market for NMCbased
high-voltage batteries has collapsed in North
America and none of these three companies
has yet managed to establish a viable se-
cond line of business. Apart from battery
manufacturers, semiconductor companies
are also under pressure - STMicro is down
by 28%, while Infineon and Renesas both
saw figures slip by around 12%. Two factors
are behind this trend: firstly, declining vehic-
le sales in Europe and North America, which
directly reduces demand for chips, and se-
condly the increasing substitution of compo-
nents from Western suppliers with products
from domestic semiconductor manufactu-
rers in Chinese vehicles. Nonetheless, despi-
te these declines, semiconductors - with
margins exceeding 20% - remain by far the
most profitable product category in the ent-
ire ranking.

How do European suppliers stack up
against their international
counterparts - are consolidation and
cost-cutting measures having an
impact?

Dr. Dannenberg: One third of the world’s Top
100 companies are based in Europe. Apart
from a few exceptions, they experienced a
significant drop in revenue, averaging appro-
ximately 4.5%. The same applies to the re-
turn on sales (EBIT or operating profit),
which fell by an average of 0.5 percentage
points. The situation is similar among North
American suppliers. Growth among Japane-
se and South Korean suppliers has stalled.
The only players to post 18.5% growth are
the 15 automotive suppliers based in China.
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How have suppliers from China, South
Korea, Japan, and the United States
fared?

Dr. Timmer: China is the clear winner. With
15 companies now in the ranking, Chinese
suppliers have overtaken the United States
for the first time, and seven of the top ten
revenue generators are from China - span-
ning the battery, electronics, and glass sec
tors right across the board. CATL, CALB,
Gotion, Huawei, and Fuyao represent a rise
that is no longer limited to individual market
segments.

South Korea presents a mixed picture: Hy-
undai Mobis remains stable, but battery
manufacturers are in deep trouble - a situa-
tion exacerbated by currency fluctuations -
as the South Korean won has fallen by more
than 8% against the euro and is facing the
strongest headwinds of any country in the
dataset.

With 21 companies, Japan remains the most
broadly represented country, but the overall
picture is one of stagnation. The tire manu-
facturers stand out in a positive way: Yoko-
hama and Toyo Tire recorded margins of
over 16% and Renesas has maintained a
margin of over 30% despite a decline in re-
venue - a figure no other company in the
ranking has achieved.

The United States is undergoing a period of
rapid restructuring. Cummins, however, is an
exception, growing by 6% while most others
are shrinking. A key feature of the U.S. mar-
ket is its portfolio-level activity: Dauch is
acquiring Dowlais, and Dana is selling its off-
highway business. This is an industry that is
reinventing itself through consolidation rat-
her than growth.

Major German suppliers are pinning
their hopes on India as an automotive
manufacturing base - but are they right
to do so?

Dr. Dannenberg: India is well on its way to
becoming the next major automotive mar-
ket. Positioning yourself there today makes
perfect sense. However, as a consumer mar-
ket India will develop at a much slower pace
than centrally planned China. Indian services
(engineering and software, among others)
are already considered a key mainstay for
OEMSs and suppliers. Having production sites
in India is becoming increasingly important
for many suppliers going forward.

To which extent is the EU-US conflict
impacting the transatlantic trade in
automotive parts?

Dr. Timmer: The numbers speak for themsel-
ves. European imports from the United
States dropped by 16% in 2025, while ex-
ports to the United States fell by 17%. Alt-
hough that might sound symmetrical, it isn't,
because the volume of goods exported to
the United States is about five times greater
than that imported, which means a similar
percentage decline has hit the European
side much harder in absolute terms.

The Turnberry deal in August 2025 averted
the worst-case scenario, which would have
meant tariffs of up to 30%. A cap of 15% now
applies to passenger cars and automotive
parts, a significant reduction compared to
the previous top rates of up to 27.5%. Howe-
ver, 15% is not the norm, but rather a cons-
tant additional burden, which is squeezing
margins and necessitating a reassessment
of supply chains.

The actual consequence is more structural
in nature. The conflict is massively fueling
the “local for local” approach: companies
wishing to serve the U.S. market in the long
term must increasingly manufacture their
products there, tying up capital in an envi-
ronment where financing has already beco-
me more expensive. At the same time, U.S.
producer prices are rising as a result of tariff
policies, whereas they are falling in Germany
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and China - the cost advantage of European
suppliers in the U.S. market continues to be
eroded.

What is your forecast for the 2026 fiscal
year? Has the Iran crisis managed to
dash those faint hopes?

Dr. Dannenberg: Globally, the manufacturing
industry got off to a good start in 2026, as
did the automotive market. However, the
war with Iran has turned all positive econo-
mic indicators on their head, resulting in ri-
sing inflation, consumer reluctance, delays in
investment, increased government debt,
and oil-related supply shortages of produc
tion materials. Let's hope the conflict is
short-lived; otherwise 2026 will be just as
bad as the previous few years.

The European Association of Automoti-
ve Suppliers (CLEPA) is calling for stron-
ger protective measures and advocating
for a tightening of the local content ru-
les proposed by the European Commis-
sion. How do you assess this initiative -
can it help to address the uneven playing
field?

Dr. Timmer: It's an understandable demand.
CLEPA estimates that around 350,000 jobs
will be at risk by 2030, and 104,000 job cuts
had already been announced for the period
between 2024 and 2025. So the call for poli-

tical protection is a logical reaction. Specifi-
cally, CLEPA is calling for a threshold of 70%
European value added for a vehicle to be
considered "made in Europe” at all - and
warns against watering down the require-
ments with rules that are too easy to circum-
vent. EcomentoElektroauto News

Whether that will be sufficient to close the
competitive gap is another question. Local
content rules may be able to protect market
share, but cannot transform cost structures.
The cost advantage of Chinese suppliers has
grown over decades - via producer prices,
energy costs, and government subsidies.
These factors cannot be compensated with
a mere percentage threshold.

What's more, OEMs are far more skeptical
about this issue. The ACEA warns that overly
strict local content protectionism would
weaken rather than strengthen Europe’s in-
dustrial base. The divide between suppliers
and manufacturers is real and makes consis-
tent implementation politically difficult. Elek-
troauto News

Local content can be a useful tool - but only
as part of a broader package that includes
investment incentives, energy cost relief,
and accelerated technology transfer. On its
own, it is not a solution to structural compe-
titive disadvantages.
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“Manager Magazin” recently reported
that Mercedes’ new chief procurement
officer is demanding massive price cuts
from its suppliers. Do suppliers still have
any leeway?

Dr. Dannenberg: That question requires a
very nuanced response. Given the current
structures, nothing more can be done; auto-
motive suppliers based in Western Europe,
Japan, and the U.S. are finished. All automo-
tive suppliers need to relocate and/or esta-
blish production capacities in low-cost
countries - where wages (including social
benefits), the prices of raw materials and
energy, as well as taxes, regulations, and le-
vies are significantly lower than in the West.
In Western economies, the productivity
gains needed to compete with the best on
price are no longer achievable. And in terms
of cost, the best players are currently Chine-
se OEMs and suppliers. Mercedes and all
automotive suppliers will also have to mea-
sure up to this standard. For this reason,
price and cost cuts must be achieved. The
consequences, however, are extremely seri-
ous. Over the past eight years, the German
automotive industry has already lost 12% of
its workforce. This trend will continue to gain
momentum and is fueling the deindustriali-
zation of Western countries.

In which areas of the automotive indus-
try do you see good prospects for the
development of the European supplier
sector in the medium term - or would it
be better for companies to focus on di-
versifying their operations?

Dr. Timmer: Within its core business, certain
segments have a future, such as high-volta-
ge components, ADAS systems, and steer-
by-wire. These are areas in which European
suppliers still have a real competitive edge.
By contrast, suppliers of interchangeable,
mass-produced components should have no
illusions - in this sector, cost pressures are
structural and cannot be eliminated through
regulation.

When it comes to diversification, we see a
clear trend in the data: the share of non-
automotive business among the Top 100
suppliers has risen from 35% to 37% within
a year. Defense is emerging as a significant
second revenue stream, while the aftermar-
ket is gaining importance as a profit buffer.

Diversification is not an admission of failure
- for many suppliers it is a more sensible
strategy than waiting for their core business
to recover, which is unlikely to happen in its
current form.
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