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Ineos – plans to build their vehicles in Wales now changed…

OUTLINING THE CRUCIAL TIMES AHEAD FOR THE CAR INDUSTRY…

…By Robin Roberts (and Miles Better News Agency).

Tens of thousands of jobs are likely to disappear from the UK
automotive sector before the end of the year.

Some 11,349 jobs so far axed following lockdown will grow and despite the July 11% rise in
new car registrations the outlook is bleak.
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That’s because the first upturn in showroom sales came at the end of three months when all
showrooms were in lockdown and there was a lot of pent up demand.

“The next few weeks will be crucial in showing whether or not we are on the road to
recovery, ” said a concerned Mike Hawes, CEO of the Society of Motor Manufacturers and
Traders.

Mike Hawes SMMT.

Nearly new and well-used cars which might
have been part exchanged over the three
months have been with their owners
instead. Owners who could not go on
holiday or go out to socialise and who,
instead, built up savings, assisted by the
Government’s furlough scheme.

The downturn for businesses which account
for a big part of registrations has also
impacted and that may take longer to
recover as work slowly returns and
confidence to buy returns.

It has been the same in other high price
sectors such as the housing market and
high-end furniture shops and other luxury
goods.

With fewer car workers on lines due to the lockdown and accompanying social distancing it
has meant vehicle production has not been ramped up over the last few months in
anticipation of a boost with the September new 70-series registration plate arrival.

There could be a shortage of new cars for buyers, but the industry must be hoping life
begins at 70-plate introduction.
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Hovering over the market is the gradual easing of the furlough scheme and Government
assistance which will end late autumn and early winter. Its tapering off will be critical if
struggling employers cannot afford to keep on staff who have been paid by HMRC since
March and who have less work to do when they’re due to return.

Along with this uncertainty is that of future local or regional lockdowns. The national
lockdowns and quarantine restrictions which differed through England, Scotland, Wales and
Northern Ireland are being replaced by local actions in specific area but it’ll be up to
regional governments to implement them and that can lead to further problems.

If necessary it’s possible towns and parts of bigger cities will be ordered to shut businesses
and possibly without the assurance of pay being made up over the period of the closures.

Workers who have felt the effects of the spring lockdown and its financial implications for
them are unlikely to want to splash out on new or higher priced older cars and the market
might stumble again.

Autumn into Winter and the Christmas/New Year holidays have always been slow selling
months for the motor trade and unless there are some remarkable deals being done the
situation is unlikely to improve and could be its worst this year and early next.

Already, big dealer groups have axed unprofitable sites and made about 3,000 staff
redundant and looked to on-line sales to recover some sales.

Finance houses have been inundated with calls from customers losing jobs who want to end
PCPs with their ongoing deductions and high balloon payments at the end of the term and
instead secure traditional HP payments of set amounts over longer repayment periods.

The real gain has been on used cars’ forecourts, reports the trade body National Franchised
Dealers Association, as well as independent car supermarket operations.
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Well looked after and preferably low mileage used cars are getting prices above market
book suggestions for sellers and buyers are happy to pay because they are still making
substantial savings on the price of a similarly specified and in some cases lower equipped
new versions of the same model.

The big ground swell in sales has been for hybrid and pure battery electric vehicles, with
the latter up nearly 270% in July as more models reach showrooms and get into buyers’
hands. Key to sustaining this interest is the availability of charging points, at homes,
shopping centres and workplaces.
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E.ON Drive’s Vehicle to Grid chargers at Nissan’s UK Research and Innovation site in
Cranfield.

Some 40% of drivers still don’t have access to a charging point due to physical issues such
as living in apartment blocks or in streets where there is no kerbside power, and technology
must come along before they can consider a switch.

Some of the boom in second hand cars sales have been at the lower end of the market in
response to the need for a car to travel when public transport has almost collapsed and is
incapable of providing a service despite tens of millions of pounds being pushed into buses
and trains and motorists have been squeezed off the roads by congestion and parking
charges.
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While encouraged to walk or cycle to work by regional and national Governments it’s simply
unrealistic for most commuters and those who get on their bikes and who have brought
about a pedaling revolution after the lockdown will be challenged when the winter comes
and want to go back to a struggling public transport system or use a cheap car.

Councils which expanded cycleways and footpaths will then find the narrower roads become
jammed sooner than before and accidents will rise as a result.

Only a very big investment in out of town park and ride schemes or drive and ride
developments will go anyway to replacing the lost road space.

The fact that Christmas shopping means heavy bags is likely to see urban centres which
cannot accommodate cars going to the wall and buyers will increasingly move to on-line,
with more pressure on expensive retail space to shrink or close. On-line sales escalated
during lockdown with some delivery drivers making £1,000 a week working for themselves
and suppliers and this is likely to grow.

Which, of course, means the humble white, grey or blue van is more likely to be in demand
whether new or used and that has to be good for the manufacturers and CV sellers.
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How many of those will be electric powered is uncertain but their share of sales is rising
and so the choice is also widening, but at some cost compared with traditional internal
combustion powered models.

The return on investments is crucial for any business and the cost of designing, engineering
and then making a new petrol or diesel engine which will have a bearing on whether it is
made or the money is spent researching and making a new generation of electric
powertrains.

It’s a difficult call, just as it is to decide when to axe a high percentage of factory workers
who will not be needed for this new era in technology. The Coronavirus, particularly if it
remains lurking in society, could be the factor which accelerates this move and subsequent
rundown.

The automotive industry is a global business and what happens in one country can
immediately affect another. The fact most of the UK’s car plants are foreign owned means
they have no say in their future if a remote owner wants to shut them and transfer
production elsewhere or just end a line.

Economic decisions will also weigh on investments, as they have always done, but they’re
likely to be sharper and deeper in future and major surgery will take place rather than
cosmetic changes. In Wales in June we saw Ineos do a U-turn on its planned new assembly
plant which is now destined for France.

That puts it onto the main Continent market and will allow it easier access when the Brexit
drawbridge is lifted at the end of 2020.

The situation with the UK leaving the EU is another factor weighing on the minds of the
Society of Motor Manufacturers and Traders which wants an agreed trade policy before a
cliff edge encounter with the EU. It’s also making the resident car makers twitchy about
future investment in most but not all cases.
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The SMMT predicts the UK might lose 1.46 Million vehicles by 2025 and worth £40 Billion if
no free trade agreement is signed and they are left to doing business on less advantageous
world trade terms and with tariffs to be paid.

Significant questions remain about the nature of trading conditions from 1 January, with
uncertainty about customs procedures, regulation and damaging tariffs causing real
concern. According to the latest survey of SMMT members, this lack of clarity is now
severely hampering nine in 10 companies’ (93.5%) ability to prepare for the end of the
transition period.

The coronavirus crisis has exacerbated this, with six in 10 (61.3%) automotive companies
saying Covid-19 has diverted resources away from Brexit preparations, while more than
seven out of 10 (77.4%) view securing a tariff and quota free FTA as crucial to their future
success.

Mike Hawes, SMMT Chief Executive, said, “These figures are yet more grim reading for the
industry and its workforce, and reveal the difficulties all automotive businesses face as they
try to restart while tackling sectoral challenges like no other.

Recovery is difficult for all companies, but automotive is unique in facing immense
technological shifts, business uncertainty and a fundamental change to trading conditions
while dealing with coronavirus.”

He added, “The critical importance of an EU-UK FTA is self-evident for UK Automotive. Our
factories were once set to make two million cars in 2020 but could now produce less than
half that number, a result of the devastating effects of the pandemic on top of already
challenging market conditions and years of Brexit uncertainty.

This industry has demonstrated its inherent competitiveness and global excellence over the
past decade. Its long-term future now depends on securing a good deal and a long-term
strategy that supports an industry on which so many thousands of jobs across the country
depend.”
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It now expects about 880,000 cars to be UK built this year, some 30% below estimates at
the beginning of 2020 and 32% under the total achieved in 2019. It could fall lower and to a
level not seen in 66 years.

The UK automotive sector is one of the nation’s most valuable economic assets and a global
trading powerhouse, sustaining more than 820,000 jobs with 168,000 directly in
manufacturing. A successful restart of the £82 billion industry would help sustain jobs
nationwide, boost tax revenues and international trade, plus drive a green recovery for the
UK by helping government meet climate change and air quality goals.

This slideshow requires JavaScript.

The furlough scheme is now tapering, with employers making larger contributions as of 1
August, and larger still as of 1 Sept and 1 Oct before it closes 1 November, so clearly there’s
a lot of uncertainty about how this might affect jobs.

SMMT is calling on government to address this with a support package for the entire sector
to help drive demand and ease cash flow. Measures including unfettered access to
emergency funding, permanent short-time working, business rate holidays, VAT cuts and
policies that boost consumer confidence would accelerate a sustainable restart for the
market and manufacturing – a pre-requisite to the recovery phase, and to unlocking the
investment needed to drive a green future for the UK.

“UK Automotive is fundamentally strong. However, the prolonged shutdown has squeezed
liquidity and the pressures are becoming more acute as expenditure resumes before
invoices are paid. A third of our workforce remains furloughed, and we want those staff
coming back to work, not into redundancy.”

As the motor industry struggles to emerge from the Coronavirus quagmire an environmental
group has added to its problems and called for an end to advertisements for larger and
polluting SUVs.
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Bentayga Speed, UK SUV sales still healthy but for how long?

The New Weather Institute says SUVs emitting over 160 g/km and over 4.8 m (15.75 ft)
should be excluded from advertising because the size of these vehicles has increased to the
point where they cannot fit into most parking bays and heavily pollute urban areas.

The SMMT said their green credentials have been dramatically improved over recent years
and 40% of owners were buying them to fit in with their needs.

The green group also want a cut in air travel and further reductions in fossil fuel burning.

Further pressure has come from HM Government announcing it wants to bring forward by
five years to 2035 its plans to end sales of petrol, diesel and hybrid cars and vans.

It wants only electric vehicles to be sold by then but the Retail Motor Industry and Petrol
Retailers Association say the timescale is unfeasible and economically damaging.
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In Europe, the automotive sector employs 14.6 M people, nearly 7% of total EU jobs, with
2.7 M directly in 226 factories and last year they turned out 18 M vehicles.

As the UK motor industry and dealers head towards that cliff-edge it seems others want to
hurry it along without regard to the consequences and changes it would bring to the society
they enjoy and share.
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ME70 AMG.
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