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Chart1
Global Vehicle Sales by Region
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Regional Contributions to
Growthin Global Auto Sales
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Global Auto Sales Recovery Stalls in March as New
Supply Strain Materializes

«  Global auto sales fell by -5.6% m/m (sa) in March as new risks emerged, compounding
new supply challenges (chart 1). Sales activity slid to a depressed level at 66.1 mn saar
units—well below the 75.5 mn saar units in March 2021.

« Sales recovery in North America and Europe has been sluggish, as Russia’s invasion
of Ukraine further clouded the outlook.

« Strong momentum in Asia Pacific markets led global recovery since last fall, as they
rapidly recouped losses from the global shortage of semiconductors by February
2022. Recent lockdowns in China brought the country’s auto sales down by -8.8%
m/m (sa) in March, dampening regional demand and production.

« Havingrevised down sales outlook in Europe last month, we maintain our global
auto sales outlook (chart 2), but expect recent developments to bring more
downside risks, including on Chinese sales.

«  Pent-up demand and still-strong economic fundamentals should support auto
sales in Canada and the US, though central banks’ pivot towards more aggressive
policy tightening may take some steam out of sales, particularly the longer
inventory shortages persist.

« Automakers and analysts further scaled back production forecasts for 2022 as
headwinds mount. We expect limited inventory to persist and continue masking
fundamental demand, while underpinning price pressures on new and used
vehicles in Canada and the US over the foreseeable future.

NEW RISKS START TO MATERIALIZE

Global auto sales posted a -5.6% m/m (sa) decline in March, ending the five-month
streak of slow recovery. Impacts of the Russian invasion of Ukraine are showing up in
auto sales around the world—particularly pronounced in Russia (-57.9% y/y) and
neighbouring markets—compounding already-strained supply chains in global auto
production. Meanwhile, the new wave of COVID-19 lockdowns in China pulled down its
auto sales by -8.8% m/m sa. Negative economic shocks could impose more downside
risks to demand in Europe and China.

Albeit less affected by the direct shock, mild monthly contractions were observed in most
large markets around the world. UK sales fell by -15.2% m/m (sa), followed by a -4.6% m/m
(sa) decline in the US and -2.5% m/m (sa) in Germany (chart 1). Expectations of higher
interest rates, along with weaker sentiment, may have curbed sales to a degree, but lack of
supply still seems to be the constraining factor in North American markets, at least. J.D.
Power, LMC Automotive and Cox Automotive all expect US sales to pull back again in April
due to limited inventory in dealerships.

On top of pre-existing challenges, large-scale production disruptions further dampen
production outlook. As anticipated in our last report, persistent geopolitical tension in
Eastern Europe is likely to aggravate supply challenges and production costs. Chinese
auto production has been hit by a series of factory closures since mid-March prompted by
COVID-19 lockdowns. LMC Automotive estimates 8 mn units of production shortfalls in
2022—slightly improved from 2021—with most regions recouping some losses from the
year prior except for Europe and China.

We maintain last month’s downward revision in the European auto sales outlook, but
expect recent developments to increase downside risks, including on Chinese sales.
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email at scotia.economics@scotiabank.com



https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:laura.gu@scotiabank.com

Scotiabank.

GLOBAL AUTO REPORT

Scotiabank Economics’ latest Economic Outlook on China (see here) discussed
weakening consumer spending owing to the strict COVID-19 measures and rising

April 28,2022
Chart3

North America Light Vehicle Sales and
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Early signs of easing in used vehicle price pressures are welcomed yet too early to call
trend. Black Book’s US retention index fell in the past two months (chart 4), while
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2021. We expect the acceleration in used vehicle pricing to slow—possibly even modestly decline over the horizon from the extraordinary
present levels—but we see a floor under pricing given limited supply and potentially even higher demand as economic conditions soften
over the horizon given the traditional cyclicality of used vehicles.

New vehicle prices are still elevated. In Canada, new vehicle prices, as measured by CPI, accelerated by 1.6% m/m in March, 7% higher than
in same month a year prior and still strained by supply chain disruptions (chart 6). With stronger inventory recovery south of the border,
new vehicle prices stabilized in February, before picking up again in March. Even with shipping prices declining in 2022, the ongoing recovery
in complex supply chains, coupled with high raw material prices and rising labour costs will likely continue to keep pressure on new vehicle
prices.

Financing costs are expected to rise further and faster as central banks consider more rate hikes. Scotiabank Economics has led
consensus in calling more aggressive policy tightening, forecasting a series of hikes that would bring the overnight rate to 3.00% by 2023.
The market is pricing in a similar outlook (chart 7). Canada’s Treasury yields went up further since the Bank of Canada delivered a 50 bps
rate hike on April 13th, pricing in more hawkish monetary policy directions (chart 8). Rising Treasury yields continue to put upward pressure
on auto loan rates, adding to car-owning households’ debt servicing burden. In the US, we also expect the Federal Reserve to make a 50 bps
move at the May meeting, and follow a similar hiking path to a terminal rate of 3.00% by early-2023. (See here for details on Scotiabank
Economics’ latest economic outlook including baseline assumptions.)
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Table 1— Global Auto Sales Outlook (mns units)

2010-19 2019 2020 2021 2022f 2023f Mar-22,SA% Mar-22,NSA% 2022 ytd, NSA
m/m yly %yly
Total Sales 711 74.8 63.8 66.7 66.9 72.5 -5.6 -13.0 -5.6
North America 18.7 20.2 17.0 17.6 18.4 20.7 -3.7 -19.9 -14.7
Canada 1.82 1.92 1.54 1.66 1.74 1.92 -1.6 -1 -121
United States 15.7 17.0 14.5 14.9 15.6 17.7 -4.6 -22.0 -15.8
Mexico 1.22 1.32 0.95 1.01 1.05 110 51 -1.2 -29
Western Europe 13.0 1441 10.7 10.5 10.1 10.5 -3.8 -19.7 -11.3
Germany 32 3.6 29 2.6 2.6 2.7 -25 -17.5 -4.6
United Kingdom 23 23 1.6 1.6 1.6 1.6 -15.2 -14.3 -1.9
Eastern Europe 33 29 2.8 2.8 19 23 -334 -44.8 -23.3
Russia 21 17 15 1.6 0.7 1.0 -57.9 -62.9 -28.3
Asia 319 33.8 30.6 32.7 334 35.8 -5.6 -3.4 33
China 19.7 214 201 215 219 22.9 -8.8 -0.5 9.1
India 33 3.6 2.8 3.6 38 45 8.7 5.6 3.0
Japan 51 52 4.6 4.4 43 4.6 3.0 -16.3 -16.3
South America 4.3 3.8 2.8 31 31 3.2 35 -11.7 -12.6
Brazil 291 2.67 1.95 1.98 1.90 1.95 -1.3 -23.7 -24.7
Chile 0.34 0.37 0.26 0.42 0.43 0.45 10.9 275 34.8
Colombia 0.26 0.26 0.19 0.24 0.26 0.28 4.4 -99 0.6
Peru 0.16 0.15 0M 0.16 0.16 0.17 7.9 9.1 14.8
Sources: Scotiabank Economics, Wards Automotive, Bloomberg.

Table 2—Provincial Auto Sales Outlook (thousands of units ann.)

2010-19 2019 2020 2021 2022f 2023f Feb-22,SA Feb-22,NSA 2022ytdnsa ZEV*(Q4-21)
% m/m %yly %yly % of new LV sales
Canada 1,817 1,920 1,543 1,663 1,745 1,922 6.2
Atlantic 134 131 109 119 122 128 2.2 -12.6 -13.5 -
Central 1,179 1,304 1,030 1,070 1,115 1,232 =11 -9.3 -0.1 6.3
Quebec 441 455 378 404 422 462 1.4 -7.4 14.0 8.7
Ontario 738 848 653 665 693 770 -2.7 -10.5 -7.3 4.7
West 548 545 453 487 510 558 3.7 -13.9 -10.6 -
Manitoba 56 58 47 49 51 55 51 -22.2 -23.7 19
Saskatchewan 54 49 42 43 44 47 2.7 -131 -11.9 1.5
Alberta 239 223 184 196 206 226 29 -13.0 -11.5 --
British Columbia** 199 216 179 199 208 229 45 -12.9 -6.1 13.6
*ZEV includes battery electric and plug in hybrid electric vehicles (estimates for NL, NS, and AB unavailable due to limitations in data sharing with Statistics Canada, but are included in
the Canadian aggregate). **British Columbia includes the territories.
Sources: Scotiabank Economics, Wards Automotive Group, Statistics Canada.
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Quarterly Outlook for North American Auto Sector

Canadian Light Vehicle Sales
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Table 3—North American Annual Production Outlook

e A T A A

2022f 2023f

(millions of units, annualised)

North American Production 15.9 16.2 13.0 12.9 14.7 16.0
Canada 2.2 1.9 1.4 11 1.3 1.4
United States 10.4 10.5 8.6 8.9 10.0 10.8
Mexico 3.2 38 3.0 29 34 38

Sources: Scotiabank Economics, Wards Automotive.
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Wards Automotive North American
Auto Production Outlook
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