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EU: Waiting it out 

Taken globally, the automotive industry has grown 
significantly in recent years, driven largely by robust 
sales in the emerging markets and a solid post-crisis 
recovery in the US. The European Union (EU) has not 
seen such a rosy picture as the region faced rising fiscal 
deficits, economic recession, and painful reform. Such 
difficult financial conditions have directly impacted 
automotive sales as struggling households held off on 
purchasing new vehicles. With the increases in vehicle 
durability and longevity, many vehicle owners  
continued to drive their aging cars. This depressed 
demand led to six consecutive years of decline for the 
European (EU +EFTA) market after peaking at 18 
million new registrations in 2007. Comparing annual 
registration figures of the EU+EFTA from 2008 to 2013 
with the long-term average annual registrations since 
1991 shows that, even just within the top five EU 

automotive markets, an estimated 7 million additional 
new cars would have been sold had the crisis not 
occurred. In other words, new vehicle purchases have 
been delayed since the beginning of the financial and 
economic crisis in 2008.  

Aging vehicle fleet 

During this period, average vehicle age increased 
across various markets, reaching over eight years in 
France, ten years in Italy, and 11 years in Spain. As one 
of the hardest hit markets during the crisis, Greece saw 
its vehicle fleet climb to over 13 years in average age. 
Even on German roads, with a car parc of over 43 
million in 2013, vehicles are showing their age. Since 
2009, the time since registration has climbed 0.7 years, 
reaching an average of 8.8 years. This steady climb in 
fleet age is a sure indicator that pent-up demand has 
grown as well, leading to our anticipation of a strong 
and sustained rebound – particularly in the 

 

In the wake of the European economic and debt crisis, many households 
postponed the purchase of new vehicles. During this time, average vehicle age 
reached new highs, suggesting that demand for new vehicles may outpace 
expectations once consumer households experience economic relief.  
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EU members, Poland and Romania offer the best long 
term growth potential if their economies perform to 
expectations.  

For EU+EFTA, two growth scenarios seem possible. 
The first, more conservative scenario calls for a 
moderate demand recovery, given still-high 
unemployment, stringent austerity measures and weak 
economic growth in struggling European markets. 
Given these economic detractors, an increase in new 
car registrations for the full year 2014 would be limited 
to a mere ~4%, reaching 12.8 million passenger cars. 
The second scenario involves an accelerated recovery in 
demand with stronger growth beginning in the second 
half of 2014 and picking up a quicker pace into 2015 as 
the economy strengthens and unemployment falls 
more rapidly. If a better-than-expected macroeconomic 
recovery in Europe’s core markets materializes, this 
scenario leads to a faster, more pronounced release of 
pent-up demand. With this accelerated recovery, the 
market would grow by as much as 6% to reach 13.1 
million new vehicles sold.  

The U.S. example  

Looking to the US as another recently recovered 
market, there is a case for both a strong and sustained 
resurgence in sales in the midterm. Pent-up demand 
has continued to fuel sales for a steady return to pre-
crisis levels. The US market hit rock bottom in 2009  
and began recovering in earnest the following year, 
with three consecutive years of double-digit year-on-
year growth of 11%, 10% and 13% from 2010 through 
2012 respectively. US sales are expected to reach 16.2m 
units in 2014, which has not been reached since 2006.  
However, with a right-sized market and more discipline 
in terms of incentive spend, sales and growth are 
expected to moderate to a level that reflects true 
market demand. 

Similarly, even with a recovery underway with growth 
opportunity in the near- to midterm, EU sales are not 
expected to return to pre-crisis levels, which peaked in 
2007. A static population and increasing demographic 
changes that are shifting away from car ownership and 
multiple car households serve to limit the market to a 
“new normal” going forward.  
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hardest-hit markets. Indeed, if this potential is going to 
materialize at the average rate of car parc renewal in 
the EU’s top five markets, this would mean a recovery 
effect of up to ~780 thousand vehicles annually. This 
would be in addition to organic demand from improved 
economic indicators and interest rates. 

On the path to recovery 

After a long and painful downturn, indications are that 
the worst is finally over in Europe, even as EU+EFTA 
new car registrations for the full year 2013 decreased 
again to just 12.3 million units – over 30% lower than 
2007. Signs of hope came in the second half of 2013 
when car registrations grew for the first time in six 
years. In the first quarter of 2014, 26 of the 30 markets 
within the EU+EFTA achieved growth, pushing the 
region to an increase of 8.1% over 2013. Moreover, 
2014 marked the first quarter when the top five 
markets of France, Germany, Italy, Spain and UK 
achieved growth since the fourth quarter of 2009. 
Meanwhile, the Economic Sentiment Indicator for the 
EU27 has shown consistent improvement since May 
2013, reaching 106.5 in May 2014, suggesting that 
consumer appetite for spending may be returning to 
healthier levels.  

Even with these positive developments, many markets 
within the EU are still facing challenges and 
widespread recovery in 2014 is by no means certain. 
High unemployment and structural weaknesses remain 
as obstacles to a sustained turnaround, and ongoing 
austerity programmes to combat fiscal debt could slow 
economic growth. External market factors, like the 
ongoing situation in the Ukraine, could also have a 
dampening effect on the pace of recovery.  

Pockets of growth 

Given the many disparate markets within the region, 
recovery in sales and potential for growth varies 
greatly.  The hardest hit markets, especially Italy and 
Spain with their higher car densities, are expected to be 
key growth drivers. More stable markets like the UK 
and Germany weathered the crisis better, which leaves 
less potential for recovery growth given their higher 
levels of new car sales per capita. Among the newer 
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