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The disproportionate impact of war in Ukraine on German automakers

By the beginning of March this year, following Russia’s invasion of Ukraine, almost all automotive production in the two 
warring countries had come to a complete standstill. In normal times, Russia is the third-largest European Light Vehicle 
producer (behind Germany and Spain), manufacturing just under 1.5 million units in 2021. So, closures on the current 
scale (amounting to over 90% of the country’s Light Vehicle capacity) are having a profound impact on regional volumes. 
Disruption in Ukraine, with its small Light Vehicle assembly operation — just 7,000 units were built last year — has only a 
limited regional volume impact.

By way of overspill, shortages of components sourced from Russia and Ukraine are affecting build in other markets across 
the region and will continue to do so. However, as highlighted in the chart below which shows announced plant closures in 
Europe (excluding Russia and Ukraine) due to the war, it is striking that most shutdowns are in plants operated by German 
OEMs. In March alone, OEM announcements and our estimates lead us to believe that German automakers will lose just 
under 150,000 units of output (against our volume benchmark). So, what is driving these closures?

Europe (excluding Russia and Ukraine) — Announced Automotive Plant Closures for March 2022:
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“Incentives for zero-emission 
vehicles in Norway began in 
the early nineties, before 
Tesla was even founded”.

The key to understanding the impact on German OEMs is that while they are the most prolific car producers in the region 
and despite products being labelled with ‘Made in Germany’ every vehicle contains hundreds of components sourced from 
markets to the east. A quick glance at the table below makes it apparent that the underlying reason for the overweight 
impact on German automakers is their reliance on a cluster of wiring harness suppliers in Ukraine.

*The Seasonally Adjusted 
Annualised Rate of sales 
(SAAR) aims to capture the 
underlying level of market 
demand, accounting for 
seasonality for each month 
and transforming sales into a 
more meaningful annualised 
figure.

We were, of course, expecting to see EV 
offerings from the traditional OEMs. Hyundai, 
for example, unveiled a new Midsize SUV 
called the Seven. This 3-door concept has 
futuristic interior styling and is being marketed 
as both a ‘man cave’ and a child-friendly 
family vehicle. It sits alongside sister brand 
Kia’s version, dubbed EV9. Subaru, 
meanwhile, introduced its first ever EV, the 
Solterra. The model is the twin of the Toyota 
bZ4X, which is also on display. The two 
vehicles are essentially the same, but Subaru 
has developed its own AWD system.

Also noteworthy is the fact that automakers are 
beginning to market EVs as eco-fiendly and not 
simply as technologically innovative. Fisker, for 
instance, has already revealed many key aspects 
of the Ocean, but has now confirmed that the 
SUV will use recycled fishing nets in its 
construction. Consumers who lease the Ocean 
can return their vehicle at any time. Fisker will 
continue to lease these returned models for a 
period of 12 years from their original lease date to 
ensure that they go through a full period of 
recycling.
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Can this be remedied? Yes, the prognosis is good, with supply re-sourcing activity now well underway. Indeed, VW 
Group, the worst affected by this disruption, has already announced that it is increasingly sourcing affected 
components from plants in Romania and Hungary as well as some from outside of Europe to offset the shortfall in 
Ukraine. Amazingly, several Ukrainian suppliers are continuing to produce in small volumes, although the 
sustainability of this supply remains a risk. Nevertheless, the disruption to German output due to wiring harness 
shortages seems increasingly likely to recede in April.
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