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No Rest For The Weary: January Global Auto 

Sales Vulnerable Heading Into Coronavirus Shock 

 Global auto sales started the year off on weak footing with a drop of 

more than 10% y/y (nsa)* in January purchases.  

 Earlier hopes for a recovery in global auto sales in 2020 have been 

quickly dashed. 

 The coronavirus outbreak only partially accounts for January’s 

softness—as it really only hit headlines in mid-month and was still 

contained to China—as markets brace for dampened sales ahead.  

 Supply chain disruptions have been felt around the world as a major 

auto manufacturing hub is hobbled. With the outbreak now spreading 

beyond China’s borders—already in Japan and South Korea—the 

supply shock will likely intensify. 

 When the situation normalises, there should be some rebound but the 

path is fraught with uncertainty. The slump is now expected to bleed 

well into the second quarter of the year at a minimum.  

 Meanwhile, all observers are looking to policymakers to stem the fallout 

with the burden largely on monetary authorities as a wave of policy rate 

cuts starts.  

 The real—and perceived—ability of policymakers to prevent market 

contagion will arguably have a bigger impact on auto sales in the short 

term than their ability to respond to the actual health crisis. 

STARTING POINT MATTERS 

Global auto sales were almost universally down across the map in January. 

Global purchases were down by more than 10% y/y (nsa). On a seasonally 

adjusted basis, this translated into a slowdown of almost 9% on a month over 

month basis. Few countries—and no major auto market—escaped the slide in 

January (chart 1). This follows on the heels of a tough sales year in 2019 that saw 

vehicle purchases fall by almost 5% y/y. It also continues to reflect a synchronized 

slowdown in auto sales across nearly all regions in the world (chart 2).  

China led the descent with its dramatic sales drop of more than 20% y/y in 

January. The sales rate similarly contracted by almost 20% on a m/m (sa) 

basis. This exceeds even the steepest declines as the bottom fell out of auto sales 

last year before a slow recovery began taking hold near year-end. An early Lunar 

New Year could be expected to erode some auto sales but the seasonally 

adjusted figure shows a similar decline. The emergence of the coronavirus 

outbreak (COVID-19) clearly impacted January auto sales (chart 3).  

*All numbers reported are not seasonally adjusted (nsa), unless otherwise indicated (sa). 
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Recall, COVID-19 first appeared on the global radar in mid-January. The 

Chinese authorities reported the first cases in the final days of December, but the 

severity only became apparent in mid-January as reporting on an accelerating case 

load came to light. Policymakers responded by severely restricting mobility in efforts 

to contain the spread. This involved unprecedented quarantines in the epicentre of 

Hubei province affecting more than 56 millions citizens and essentially halting 

commercial and manufacturing activity across the region as the Lunar New Year 

holiday was extended by two weeks. It was still largely a China-story for the month of 

January. 

The unprecedented curtailment of activity has led economists to substantially 

revise downward their growth forecasts for China. Reduced activity across the 

country is proving more broad-based than through consumption channels alone in 

affected regions, with recently released business confidence and manufacturing 

intentions plummeting in February (chart 4). Scotiabank Economics currently expects 

annual GDP growth to slow to 5.0% from our earlier forecast of 6.0% for 2020 

assuming a sharp contraction in the first and second quarters of the year followed by 

a rebound later in the year and into 2021.  

The dip in January Chinese sales foreshadows worse to come. Auto sales 

plummeted at the onset of the 2003 SARS pandemic by more than 12% m/m in the 

monthly sales rate with high volatility in the ensuing months. But on a year-over-year 

basis, sales growth still posted gains, albeit more modest growth in single-digits 

versus the phenomenal growth rates that peaked at 80% y/y prior to the outbreak 

(chart 5). This time is clearly different. The immediate retrenchment should be steeper 

in light of the stricter containment response by the government and also given an 

already-weakened state of auto sales in China against a slowing economy.  

The outbreak will continue to weigh on Chinese auto sales as consumers stay 

home and confidence remains fragile. A recent survey by the China Automotive 

Dealership Association reported that only 20% of dealers were open with dealers 

anticipating an 80% drop in February auto sales. Meanwhile, the association is calling 

for a 10% drop in sales in the first half of the year with a slow recovery in the second 

half resulting in a 5% drop by year-end after calling for flat sales as recently as 

December.  

Needless to say, there is not likely a firm recovery in sight for Chinese auto sales 

in 2020 absent substantial government subsidies directly targeting auto 

purchases.  

BEYOND RETAIL 

The COVID-19 outbreak has also sparked a supply shock for the global auto 

industry. Though Hubei accounts for only around 4½% of China’s GDP, it is a 

hub for the automotive, iron and steel, petrochemical, and technology industries while 

Wuhan—the capital of Hubei—is also a logistics hub and a gateway to central China. 

Even though the Lunar New Year extension has been lifted, Hubei has maintained a 

shut-down order for ‘non-essential business’.  

The outbreak lays bare the vulnerabilities of increasingly complex and global 

integrated supply chains in the auto sector. The Financial Times recently titled a 

piece: “Why no one knows the source of every car part...”—an exaggeration, but it 
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underscores an important trend as globalisation and just-in-time manufacturing have 

led to ever-increasing sophistication in global supply chains. It is estimated that about 

80% of global auto production relies on Chinese auto parts with total Chinese exports 

valued at about $74 bn in 2019.  

Automakers clearly know where their parts are sourced. Self-reporting by 

automakers suggests none are immune. Nissan and Hyundai have closed plants in 

South Korea. Jaguar Land Rover has reported flying parts out of China to avoid supply 

disruptions. Fiat Chrysler has announced the closure of one of its European plants. Even 

General Motors has reported plans to produce its own face masks to minimise 

disruptions due to peripheral supply shocks that could compound the effects on auto 

production.  

These disruptions are occurring even before the full extent of the global spread 

is known. Since January auto sales reporting, the outbreak has spread to Japan 

and South Korea among other countries. Together these countries account for about 

15% of global auto production with the Asia-Pacific region as a whole increasingly 

capturing a larger share of the global market (chart 6). While the extent of the spread is 

still unknown in these countries, they will no doubt amplify the supply shock, while also 

contributing to dampened auto sales through consumption channels.  

Supply disruptions in the auto industry can take time to unwind. Even in a more 

benign context, the General Motors production strikes in the United States took a 

quarter to recover. GM sales retracted sharply by almost 14% y/y at the height of the 

labour actions in October 2019. The 40-day strike had concluded by the end of 

October but the sales rebound did not show up substantially until January with 

purchases up by almost 14% y/y. In a more volatile context, supply chain recoveries 

can be much longer. Japanese auto exports experienced a serious retrenchment of 

15% and 30% q/q in quarterly exports in the two quarters immediately following the 

2011 tsunami that disrupted auto parts production (chart 7). A robust rebound in the 

third quarter brought export volumes back to pre-crisis levels. 

As the outbreak propagates through other countries and government responses 

are still largely unknown, the extent and duration of the supply shock remains 

unknown. At a minimum, it will take more than a quarter to recover. 

AUTO SALES A DRIVER—AND CONSEQUENCE—OF GROWTH 

Weak global auto sales have already contributed to dampened economic activity in major auto-producing countries over the 

last two years. According to the IMF, the global auto sector’s gross output was about 5.7% of global output in 2018, while 

vehicles and vehicle parts represented about 8% of global exports. Consequently, the IMF estimated that the 1% 2018 decline in auto 

sales subtracted 0.04 percentage points from global growth relative to an overall 0.2 percentage point decline in GDP in 2018. While 

production data is still pending for 2019, the far more serious retrenchment in auto sales (almost a 5% decline in 2019) would 

translate into a more substantial impact on global output in 2019. 

As economists revise downward global economic projections for 2020, this will weigh on the global auto sales outlook. Most 

economists had been calling for a recovery in global auto sales in 2020 (e.g. modestly flat). Auto sales in 2020 are now likely closer to a 

repeat-performance of 2019 with a rebound pushed out to 2021.  
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CONTAGION AROUND THE WORLD 

Slow auto sales around the world in January do not bode well for the auto sales 

outlook in the near term. South Asian Pacific economies as a whole led the 

downturn with a nearly 17% y/y decline, followed by Western Europe (about 8% y/y), 

South America (over 4% y/y), North America (almost 1% y/y) and largely flat Eastern 

European sales. Broadly speaking, a combination of weak cyclical and structural 

economic growth along with a host of country-specific idiosyncratic factors have led to 

weakened auto sales around the world.  

The contraction in January auto sales in the United States was likely mitigated by pent 

up demand from the General Motors strike. The tightening was modest—at 0.2% y/y 

(nsa) —and the sales rate was in fact up marginally by 0.9% m/m at an annualized rate of 

16.85 mn units. But the headline numbers mask a trend slowdown that began in the last 

quarter of 2019 as the General Motors strike introduced considerable volatility in monthly 

sales. Otherwise, the economic handoff to 2020 was relatively solid with signs of optimism 

including solid job and wage growth, robust confidence levels, and positive sentiment vis-à-

vis the US-China Phase 1 trade deal.  

The COVID-19 will likely introduce volatility to the US auto sales outlook at a minimum. With the Center for Disease Control 

talking about ‘when’ not ‘if’ the outbreak takes off in the US (and already has in some states), consumption is likely to be dampened in the 

short term through confidence channels. Equity markets around the world have reacted sharply to events, with average drops of around 

7% across major markets, albeit with considerable volatility. An inter-meeting rate cut of 50 basis points by the Federal Reserve on March 

3rd was largely anticipated in the preceding days, with markets pricing in a total of four cuts by year-end. This will put increased pressure on 

others to follow particularly as G7 Finance Ministers had issued a joint statement hours earlier indicating they would "use all appropriate 

policy tools" to safeguard against downside risks. 

Canadian auto sales also posted a relatively flat sales month in January. Auto sales were up by an estimated 0.5% y/y. This 

should be taken with a grain of salt as auto sales data for Canada has been seriously impacted by an industry-wide trend shifting away 

from monthly sales reporting. Manufacturers representing more than 50% of auto sales are reverting to quarterly reporting, while Canada’s 

statistical agency reports with a six-week lag using registration data.  

But January estimates are broadly consistent with a trend slowdown in Canadian auto sales that mirrors a slowing economy 

and a cautious consumer (chart 8). Final quarter GDP data confirmed another flat quarter for economic activity despite decent 

job and wage performance. A cautious consumer is showing up in various metrics including depressed auto and, more broadly, 

retail sales, likely reflecting higher debt service costs as a share of income, along with upward pressure on accommodation costs 

that are consuming a larger share of disposable income.  

The COVID-19 outbreak represents another risk to an already precarious outlook for Canada in the near term as a much-

anticipated economic rebound remains elusive. Even if the outbreak is largely contained in Canada, the impact through 

oil prices will affect the Canadian economy at least through the first half of the year before a modest recovery takes hold later in 

the year with further rebound pushed out to 2021. Local outbreaks would compound the impact through reduced consumption. 

Markets are pricing two rate cuts by the Bank of Canada in the coming months in response to this recent shock. However, the cuts 

are likely no longer categorically ‘insurance-based’ that could materially lead to stronger auto sales, rather they would remove 

some of the tail risk from a more serious economic retrenchment.  

Europe suffered setback across the region in January auto sales. Western European auto sales were down across all major 

markets with notable falls in France (13.5% y/y), Germany (7%). and the UK (7% y/y). Eastern European auto sales were also down 

across the board by 5% y/y once anomalistic developments in Turkish auto sales (jumping by 50% y/y) are stripped. Sales had barely 

recovered from a sales shock in the Fall of 2018 due to new emissions standards, when more stringent regulations were once again 

introduced this January (chart 9).  
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Japanese auto sales will also face an uphill battle. Auto purchases pulled back by 

almost 12% y/y, bringing the average monthly decline to 15% since its consumption tax 

was hiked by 2 ppt to 10% on October 1, 2019. Meanwhile, fourth quarter economic growth 

stalled substantially, shrinking at an annualised rate of 6.3%. With Japan emerging as 

another epicentre for the COVID-19 outbreak and schools closed at least through March, 

auto sales will be impacted in the months ahead.  

South America was among the ‘least-bad’ regions for auto sales in January. 

While sales pulled back by over 4% for the region as a whole, it was largely flat once 

Argentina is excluded. Argentina aside, the slide in Chilean auto sales (by 12% y/y in 

January) continues as ongoing social unrest festers and the country awaits votes on 

constitutional reform later this year. Otherwise Colombian auto sales posted a strong 

climb of almost 14% and Peru a more modest 2% y/y growth in sales. 
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Table 2 — North American Production Outlook  

Table 3 — Provinces Motor Vehicle Sales Outlook (thousands of units ann.)* **  

Table 1 — Global Auto Sales Outlook (mns units)  

2010-18 2018 2019 2020f Jan-20, SA 

% m/m

Jan-20, 

NSA % y/y

2020 YTD, 

NSA % y/y

2020 YTD, 

SAAR

Total Sales 70.6 78.9 75.0 78.3 -1.2 -10.3 -10.3 68.6

North America 18.6 20.6 20.2 20.1 1.6 -0.8 -0.8 20.0

Canada 1.81 1.98 1.92 1.91 7.0 0.5 0.5 1.92

United States 15.5 17.2 17.0 16.9 1.0 -0.4 -0.4 16.8

Mexico 1.20 1.43 1.32 1.29 8.5 -6.0 -6.0 1.30

Western Europe 12.9 14.1 14.1 14.1 -15.6 -7.7 -7.7 13.0

Germany 3.2 3.4 3.6 3.6 -12.1 -7.3 -7.3 3.4

United Kingdom 2.3 2.4 2.3 2.3 -4.7 -7.3 -7.3 2.2

Eastern Europe 3.4 3.2 3.0 3.2 -2.0 -0.2 -0.2 3.1

Russia 2.1 1.8 1.8 1.8 -2.4 -0.9 -0.9 1.8

Asia 31.6 37.0 33.8 37.0 -13.6 -16.7 -16.7 28.8

China 19.5 23.7 21.4 20.7 -19.9 -20.1 -20.1 17.1

India 3.3 4.0 3.6 3.5 -2.5 -4.6 -4.6 3.8

South America 4.3 4.0 3.8 4.0 -1.9 -4.4 -4.4 3.7

Brazil 2.94 2.48 2.67 3.00 -5.5 -3.4 -3.4 2.55

Chile 0.34 0.42 0.37 0.37 3.1 -12.1 -12.1 0.36

Colombia 0.26 0.25 0.26 0.27 7.5 13.9 13.9 0.27

Peru 0.16 0.15 0.15 0.16 1.8 2.1 2.1 0.17

 Sources: Scotiabank Economics, W ard's Automotive Reports, Bloomberg.  

2019 2020 2020f 2021f

Jan.

North American Production* 16.3           16.8           16.9           17.3        17.4        

    Canada 2.3             1.9             1.8             1.8          1.7          

    United States 10.7           10.9           11.1           11.5        11.6        

    Mexico 3.3             4.0             4.0             4.0          4.1          

*Includes light, medium and heavy trucks.

Sources: Ward's Automotive Reports, Statistics Canada, DesRosiers Automotive Consultants Inc.

2010–18

(millions of units, annualised)

2020f 2021f

Canada 1,809        1,984        1,922       1,915    1,915    7.0 0.5 0.5 1,924

Atlantic 133           130           129          126       122       16.3 9.3 9.3 143

Central 1,141        1,285        1,259       1,245    1,245    10.4 9.5 9.5 1,349

    Quebec 432           450           442          430       430       16.3 9.7 9.7 485

    Ontario 709           835           818          815       815       7.3 9.4 9.4 864

West 535           565           526          541       550       12.4 2.9 2.9 550

    Manitoba 54             66             56            52         50         6.8 -5.9 -5.9 54

    Saskatchewan 53             49             48            49         50         4.4 -2.1 -2.1 47

    Alberta 235           230           218          227       232       18.3 14.0 14.0 242

    British Columbia 193           220           204          213       218       9.6 -4.5 -4.5 206

*Includes cars and light trucks. **Scotiabank estimates.                                                                                                 

Sources: Statistics Canada, Canadian Vehicle Manufacturers' Association.

 2020 YTD, 

SAAR 

 Jan-20, 

NSA % y/y 

 2020 YTD, 

NSA % y/y 

2010–18 20192018  Jan-20, SA 

% m/m 
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