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Introduction 

The Centre for Automotive Management 
The University of Buckingham 
 
The Centre for Automotive Management - CAM - at The University of Buckingham 
Business School prepares a regular Quarterly Review of the global, European and 
United Kingdom automotive industries set against the prevailing economic and 
political environment. 
 
The Centre is independent and seeks to take an objective view of the situation, 
sometimes offering radical analyses and observations. The full presentation is used 
for industry briefings, forums and workshop presentations and is constantly 
evolving, taking account of discussions and changing information. 
 
White Clarke Automotive Solutions is pleased to sponsor summaries of the quarterly 
presentations. The views expressed are those of the Buckingham Automotive Team 
and are not necessarily shared by White Clarke Automotive Solutions.  
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How the world economy can change in three months – and how politics can 
contribute to wrecking short to medium-term recovery. The United States Congress 
has been tearing itself apart with little apparent concern for anything outside the 
Beltway. The EU is little better with some members embroiled in factional squabbling. 
Although the United Kingdom's economic recovery is allegedly powering ahead, it 
could still be heading for a fall.  

And, that’s before one asks what’s happening in India or trying to comprehend the 
conflicts in Syria and the complexities of the Arab Spring. 

The global economy itself is difficult enough to comprehend – while automotive 
industries are subject to pressure from politics and economics before one introduces 
competition into the equation.  

 

Global Economic Review  

Figure 1: Global GDP Forecasts 

 2010 2011 2012 2013 2014 2015 

UK  1.7 1.1 0.1 1.5 2.5 3.0 

Eurozone 1.9 1.6 -0.6 -0.3 0.5 1.0 

USA  2.5 1.8 2.8 1.5 2.5 3.0 

Japan  4.7 -0.6 2.0 1.8 1.5 1.0 

China  10.4 9.3 7.7 7.5 7.0 6.5 

World 4.1 2.9 2.5 2.8 3.1 3.3 

Source: Capital Economics 

 

The table suggests GDP is expected to grow steadily in the major economies. By 
implication, growth is being led by China while the rest of the world is also doing 
better than many of the traditional major markets.  

 

United States 

The United States economy seems to be moving ahead after its recent ills. Its 
automotive industry is doing rather well with new light vehicle sales well on the way 
to pre-recession levels. Energy costs and security are improving markedly with the 
impact of fracking gas and oil influencing high-energy consuming industries – 
encouraging a steady repatriation of manufacturing to exploit this bonanza. 

The underlying issue with the United States is that democracy itself is under threat. 
There is a factional element demanding ‘smaller government’.  
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Obamacare – the long-awaited healthcare Bill, a major issue at the presidential 
election, came into effect on 1st October. Legislation has been passed by both houses 
of Congress, duly signed into law by the President and accepted after challenges in 
the Supreme Court.  

That said, a small group of Republicans want to see the Bill nullified and are 
apparently prepared to go to whatever lengths to do so. The twenty-odd 'Teapartiers' 
in the House are mostly recently elected for rural constituencies with a much older 
electorate. 

They have the benefit of significant majorities so they can be free in what they do 
regardless of the short electoral cycles of the House. Despite the democratic 
acceptance of Obamacare, this small group of House members, in effect, wanted to 
overthrow the democratic process. It is a case of ‘keep coming back until the majority 
give in’. 

If it wasn't so serious, one might smile that the United States, the great protagonist of 
democracy, wants to reject it at home. 

By shutting down the budget, the Republican majority, or a small element of it, in the 
House has sought to defund Obamacare, a proverbial sledgehammer to crack a nut. 
The federal budget was rejected 17 years ago under Bill Clinton. When finally 
accepted, the economy bounced back. This is also likely to happen with the current 
situation and federal workers who have been laid off will eventually be paid. 

The last minute 'surrender' of the Republicans is not all it has been sold to be. It is 
more akin to 'kicking the tin can down the road' as the whole issue will come back in 
February. A small group of inward-looking ideologues have come close to creating a 
global financial Armageddon through the US defaulting on its debt interest payments. 
Many commentators suggested this could quickly lead to a new global economic 
recession. A federal default could lead to millions being thrown out of work globally.  

A further strategic implication is that the US dollar's role as the global reserve 
currency could be called into question. Indeed, China, America’s largest creditor, is 
already asking questions of the administration and the American political model. 

This is much more than a normal political spat. Democracy can cope with routine 
events. The real concern is one of ‘nullification,’ a strategy that does not recognise 
the legitimacy of the democratic process of a duly elected President from the ‘other 
side’.  

To international investors, even companies planning investments and fleet 
acquisitions, this is a new risk to be recognised – one that may be reflected in interest 
rates and investment decisions.  
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Figure 2 shows new light vehicle sales in the United States since the recession.  

 

Figure 2: US New Light Vehicle Sales, 2007 – 2012 

 

Source: ACEA 

 

US new light vehicle sales tumbled by 6.5 million over two years to 10.4 million units 
in 2009, following the banking crisis and the severe credit crunch. Thereafter, they 
recovered steadily to 14.4 million in 2012. Sales are forecast to reach 15.6 million 
units in 2013 – and return to pre-recession levels of 16 million plus in 2015. 

This strong recovery is being attributed to improved credit availability, catch-up 
replacement of ageing vehicles and the higher quality and fuel efficiency of new cars. 
Attractive lease rates have also played their part in boosting new car volumes – 
accounting for around a quarter of new light vehicle purchases in 2013, compared 
with 16% to 20% in pre-recession years. 

 

China 

Chinese new car sales have more than doubled over the past five years. At this stage 
of the global economic cycle, manufacturers are pushing at an open door. The 
Chinese middle classes, approaching 180 million, represent three times the UK 
population and are hungry to spend. This hunger is spreading to third and fourth-tier 
cities. The challenge for the manufacturers is ‘what vehicles will they seek to buy – 
and how will they finance their thirst?’ 
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Figure 3: China New Car Sales, 2007 – 2012 

 

Source: ACEA 

 

China's sales of new passenger vehicles are up 14% to 12.85 million units for the first 
nine months of 2013, and look set to challenge the US for top spot in the world's new 
car sales league next year. Chinese brand vehicles currently account for 40% of the 
country's new passenger car sales although, as yet, these brands have little global 
reach. 

 

The Arab Spring and its Aftermath 

Political problems continue to slow economic and political development following the 
Arab Spring. The lack of alternative government following the removal of a 
dictatorship has created a political vacuum. Organised religious and other groups 
have seized the opportunity to vie for power. As with the United States, compromise 
does not seem to be an option. 

The endemic issue of lack of employment opportunity for a moderately well-educated 
younger generation is a problem for Arab States that other countries may have to 
face sooner rather than later.  

Although not strictly an Arab country, perhaps the most concerning issue is Syria. 
Here one has a three-way contest between two rival factions of extremist rebels, each 
with different paymasters and a government still backed by Russia. The concern is not 
Syria itself, but the implications for surrounding states with refugees accounting for as 
much as a third of Syria's population leaving the country. 
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UNHCR can ask for more funds to help shelter refugees in the short term, but what 
happens further ahead? Will refugee communities become an on-going burden on 
the international economy, be left to the mercy of their hosts, or will they form 
political groups and ‘alternative governments’ out of utter frustration? 

At this point, Egypt and Syria might be claimed to be the most worrying states in the 
region. The risk is that conflicts could spread to the Gulf States, Iran and Iraq, all of 
which have taken sides with political and religious-vested interests in the conflicts. 
What would the implications be if these conflicts were to flare up – in terms of oil and 
global business, including the automotive industries?  

How would the global economy fare without Middle East oil and gas? What nations 
would look to 'police' any conflict? 

 

The European Union 

Economic indicators reflecting performance in the EU make interesting reading. The 
first is the quarterly change in GDP – a complex measure to present because of the 
different levels of economic activity across the region. Figure 4 shows recent 
movements in GDP which, in turn, impact on the new vehicle industry. 

 

Figure 4: EU GDP vs. Previous Quarter/Previous Year 

 

Percentage change compared with the previous 
quarter 

Percentage change compared with the same 
quarter of the previous year 

2012 2013 2012 2013 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

France  0.2 -0.2 -0.2 0.5 0.0 -0.3 -0.5 0.3 

Germany  0.2 -0.5 0 0.7 0.9 0.3 -0.3 0.5 

Italy  -0.3 -0.9 -0.6 -0.2 -2.6 -2.8 -2.3 -2.0 

Spain  -0.4 -0.8 -0.4 -0.1 -1.7 -2.1 -2.0 -1.6 

UK  0.7 -0.2 0.3 0.7 0.1 0 0.3 1.5 

EA17 -0.1 -0.5 -0.2 0.3 -0.7 -1.0 -1.0 -0.5 

EU27 0.1 -0.4 0.0 0.4 -0.5 -0.7 -0.7 0.0 

Source: Eurostat 

 

Quite simply, the EU is not doing well overall, although if we were to break down the 
figures a different picture might emerge for some countries, Germany and the UK in 
particular. 

Europe's new car registrations peaked at 16 million units in 2007 and have dropped to 
12.5 million over the past five years– some three million units lower than pre-
recession levels – Figure 5. They are expected to slide to 12.1 million units in 2013 
and are not expected to reach pre-recession levels until around the end of the 
decade. 
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Figure 5: European New Car Registrations, 2003 – 2012 

 

Source: ACEA/Buckingham 

 

Figure 6 shows only the UK of the major EU new car markets saw its new car volumes 
rise in 2012.  

 

Figure 6: European New Car Registrations Major Markets, 2000 – 2013 

 

Source: ACEA/Buckingham 
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European new car registrations fell 3.9% to nine million units for the January – 
September 2013 period.  

The UK was the only major new car market to record an increase (+10.8%) for the first 
nine months of the year, all others recording a downturn – ranging from -1.6% in Italy, 
-6% in Germany, -8.3% in Italy and -8.5% in France. 

 

Figure 7: European New Car Sales 2012 -2013 vs. Previous Year 

 

Source: ACEA 

 

Commentators are suggesting the decline in EU new car sales is bottoming out and 
may start to recover over the coming year. Recovery is likely to be patchy, but overall 
recovery is expected. 

It would not be an overstatement to claim that ‘all is not well' within EU member 
states – consider some of the current headline issues:  

 France: President Hollande is the lowest-rated French president for decades 
and continues to have problems with his government and his detractors. The 
one gleam of hope is he has agreed to try to cut state spending rather than 
continue to increase taxes. New car sales continue to slide and one might 
expect problems to persist until the political and economic issues have been 
resolved, at least to the satisfaction of those with funds to invest, taxes to 
minimise and money to spend. 
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 Germany: Angela Merkel, the woman with a coat of many colours, won a 
resounding election but not an absolute majority. Her coalition partners in the 
previous administration suffered badly and, at the time of writing, she is going 
through a tortuous exercise of forming a new coalition. However, Germany's 
economy continues to power ahead and, whatever a minority might claim, the 
Euro is good for Germany. There is an interesting theory in the UK that 
Germany has ridden out the recession partly because of the structure of 
lander banks which understand local businesses and have been able to work 
with them. In contrast, decisions have been made remotely by post code in 
the UK, with little interest or empathy with local businesses. 

 

 Greece: Has embarked on another round of austerity. The claim from the 
analytical community is, if Greece collected the taxes legitimately due, the 
economy would show signs of recovery. The members of parliament, who are 
members of the extreme right Golden Dawn party, have been arrested on 
grounds of conspiracy; not good in a democracy. Such a claim might spark off 
other opportunistic adventures across Europe. Needless to say, new vehicle 
sales are floundering. 

 

 Italy: One of the major EU economies continues to reverberate with political 
problems. Despite losing various court actions, Silvio Berlusconi still sought to 
pull his party’s cabinet ministers out of the government which would have 
brought it down. Common sense prevailed and the members stayed. 
Commentators are suggesting that maybe Berlusconi should have withdrawn a 
couple of years ago. Problems in Italy have gone right to the top; there is a 
parallel string of reforms coming through the Vatican and its long-troubled 
bank. Italian car production and new car sales have continued to fall. 

 

 Ireland: Has had some interesting political developments with the prime 
minister failing to abolish the Upper House of parliament, the Senate, in a bid 
to save some €20 million a year. Obama may well like to follow suit – but 
perhaps with his lower house. Ireland appears to be pulling out of intensive 
care even if new vehicle sales are well short of pre-recession levels. One may 
expect the used vehicle market to rise with some of the inventory drawn from 
the UK used car supply chain. 

 

 Spain: Has some of the most serious economic problems among the major 
European states. There is pressure on tax reform and cuts in public spending 
and, perhaps more concerning, a growing exodus of younger Spaniards 
looking for work – heading to Northern Europe and, increasingly, to South 
America. There is talk of ‘a lost generation in Europe’. Spain is one of the 
biggest sufferers. Despite a scrappage programme, Spanish new car sales are 
recovering slowly, and it’s debatable how long such an expensive programme 
can be supported.  
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United Kingdom Economy 

According to the most recent economic figures, and the Coalition Government, the 
UK economy is on the way to recovery. Maybe that’s a little too presumptuous? The 
following two charts show the GDP quarterly performance and the CPI and RPI trend. 

 

Figure 8: UK GDP Growth vs. Previous Quarter/Previous Year 

 

Source: ONS 

 

The RPI and CPI chart overleaf shows a stubbornly high rate of inflation and, with the 
continued pressure on wage levels, incomes continue to lag behind the cost of living. 
The link of state benefits to CPI means payments will continue to escalate, unless the 
Chancellor takes a huge gamble and de-couples the link. 
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Figure 9: UK, RPI and CPI Rates 

 

Source: ONS 

 

Recent figures for UK new car registrations show strong growth, despite the uncertain 
economic recovery – Figure 10. While the recovery in new car volumes may appear 
good news, there are still issues of concern. Just how many are ‘phantom sales’?  

Of the 403,136 new cars registered in September, the SMMT confirmed that around a 
quarter were registered on the last day of the month, leading to speculation these 
included a substantial number of dealer pre-registrations to help meet stiff 
manufacturer sales targets. 

 

Figure 10: UK New Car Registrations, 2012 – 2013 vs. Previous Year 

 

Source: SMMT 
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The growth in new car volumes has been driven by private buyers rather than fleet 
operators. Growth in private buyers reflects a bit of a purple patch with low interest 
rates, OEM captive finance houses offering once in a lifetime rates, and dealers 
offering discounts to die for. At the same time, used car prices have been rising due 
to a shortage of younger used cars.  

The frenzy of funding is further supported by expected windfalls from the recent 
Vodaphone sale of its American interest in Verizon and the cash that is likely to be 
released into the market in the foreseeable future. PPI mis-selling rebates appear to 
be tapering off.    

There are, however, a number of caveats that must be expressed: 

How much of this feeding frenzy is being supported by a growth in consumer credit? 
Private citizens in the UK have massive private debts and, although there are some 
signs these being reined in, a bargain is hard to resist. 

The UK government has taken a belated interest in manufacturing industry and it is 
now treated with almost as much excitement as financial services. Although, many a 
sceptic would claim the holes in policy suggest a government with more experience in 
the services sector. 

Figure 11 show how automotive manufacturing has moved in the past few years. The 
issue that automotive manufacturing is almost exclusively overseas owned need not 
enter our argument. The concern, from a nationalistic viewpoint, is that an overseas 
controlled industry means jobs. However, such investment can be moved elsewhere 
that much more easily. 

 

Figure 11: UK Car Production 

 

Source: SMMT 
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A generation ago politicians were concerned about UK manufacturing industry 
becoming a ‘screwdriver economy’, assembling components imported from 
elsewhere. Industry globalisation has made this inevitable. Indeed, the United 
Kingdom is still hitting way below its weight in terms of component manufacture to 
exploit the growing automotive manufacturing practice in the country. 

The Buckingham Automotive Team is concerned as to the strategic implications of the 
government’s ‘Help to Buy’ programme to support house buying. The scheme with its 
£12.5 billion to support home buyers with their initial deposits, according to many 
analysts, looks as if it may push up demand for new housing to an unsustainable level. 
While interest rates remain low, there may be no real issue. However, if too many 
first-time buyers base their plans on longer-term low interest rates, a housing bubble 
could all too easily arrive. The potential demand for new houses is a complex one and 
house building will take time to get back in its stride.  

The chaos in UK energy policy is, according to the brick making industry, likely to 
cause a shortage of bricks as no players will invest in new plant if they don’t have a 
long-term view of energy prices. Equally, a boom in building may well lead to a growth 
in immigration of skilled workers.     

 

Used Car Market 

A recent independent annual study undertaken on behalf of BCA by the Buckingham 
Automotive Team has shown how wide the gap continues to be in the sales value of 
new and used cars – Figure 12. 

 

Figure 12: Market Value of UK New and Used Car Sales 

 

Source: BCA Used Car Market Report  
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Home Truths and Idiosyncrasies 

Elsewhere, the UK economy is showing some home truths and idiosyncrasies, even if 
they do not necessarily lead to economic stability of growth. Consider some of them. 

 Ed Milliband, or ‘Red Ed’ as he is known in some quarters, has effectively 
declared the start of the election campaign for the 2015 General Election. 
This, in turn, means any serious longer-term economic and investment 
decisions may well be put on hold until the outcome of the election. 

 Milliband has stated, in a potentially ill thought-through, high-profile speech, 
that he will ‘fix energy prices for 20 months’ once he comes to power. Some 
voters love him for it. Certainly, energy prices have risen at monopoly rates 
and governments have done too little about it. However, energy companies 
have responded in kind – investment decisions are now on hold. Two of the six 
major energy suppliers have hiked prices by close to 9% since Milliband’s 
announcement – and the other four will surely follow. There is talk of further 
price rises, at least for domestic energy bills, before any legislation could be 
rushed through. Companies negotiating longer-term investment are looking 
for higher prices.   

 The United Kingdom has a habit of doing what it says and the green energy 
premium may well encourage high energy industries to migrate. 

 While frack energy is a feasible option to manage fuel costs, the UK may well 
be held to ransom by a few ideologues and professional protesters intent on 
stopping its development. Given the problems in the Middle East, 
development leading to at least partial energy self-sufficiency might be 
advantageous. It will be interesting to hear statements from major 
manufacturing players regarding energy prices and future security. 

 British energy policy and future investment may have been clarified by 
Chancellor Osborne’s statement that Chinese nuclear power companies have 
agreed to part finance the UK nuclear industry – at least as far as short term 
investment is concerned. Thus, a consortium of French and Chinese 
companies look as if they will develop and run the next generation of nuclear 
plants, although only one plant in Somerset has been agreed so far. One might 
look for parallels with English football – we invented the game but the Premier 
League is now owned largely by overseas organisations and staffed by foreign 
players.  

 The Bank of England has continued its posting of forecasting interest rates 
which, in any normal economy, encourages investment but it’s a radical 
change and not everybody has come to terms with it. The Bank has also taken 
a stand for money laundering. It’s planning to introduce plastic bank notes 
which, apparently will have a longer life and be more able to stand up to being 
washed...need we say more?  
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 Elsewhere, there is a developing phenomenon that people in work are 
continuing beyond the traditional retirement age of 65 for men and 60 for 
women. Some analysts argue this stops promotion for younger employees. On 
the more positive side, it delays drawing pensions and, apparently, keeps 
these people more mentally alert. Over the next few years there is going to be 
a demand for funds to develop ‘Old Boys Toys’ – private steam railways, 
significant restoration projects – which will enable people to be voluntarily 
employed…in a new second or third career. 

 At the time of writing the United Kingdom is moving into the final year of the 
long-heralded referendum on Scottish independence. Scottish Nationalists 
have been running a highly-emotive programme regarding the potential 
benefits to the Scots of being independent, although the polls are to date 
showing the referendum will be defeated. 

A lot of promises have been made that, when analysed in the cold light of day, 
arguably, do not hold up. A possible harbinger of the outcome is that the 
pandas in Edinburgh Zoo are not going to be parents after all – while the Koala 
bears in a nearby enclosure have produced a Joey which is scheduled to put its 
head out of the pouch in November. There is an underground slogan ‘They 
promised us a Panda and all we have is a koala’ which may not bode well for 
the Scottish Nationalist Party.  

The next Quarterly Review will consider the eagerly awaited SNP's White 
Paper on the case for independence (to be revealed on 26th November) and 
the implications for Scotland's and the UK's automotive industries. 

 

Some Initial Conclusions 

Overall, the global economy is best described as being in a state of transition with the 
balance of power moving to the Orient.  

China is emerging as the real global powerhouse and is turning into the universal 
paymaster helped, ironically, by pressure groups with totally different economic, 
environmental and political objectives. It will be interesting to observe how China and 
the developed world come to terms with each other’s strategic goals – and there is no 
sector with a greater interest in that than the automotive industry. 

 


