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Electric Vehicles, Self-driving Cars Seen To
Transform Global Automobile Industry

KEY TAKEAWAYS
The global automobile
industry is likely to see
significant structural
demand shifts over the next
few years. Encouraged
by increased consumer
acceptance and
incentivized by ambitious
government policies in
countries such as China
and India, the share
of electric vehicles in
aggregate industry sales is
expected to climb rapidly.

The global automobile industry is likely to see significant structural demand shifts over the next few
years. Encouraged by increased consumer acceptance and incentivized by ambitious government
policies in countries such as China and India, the share of electric vehicles in aggregate industry
sales is expected to climb rapidly. Every major automobile manufacturer has ramped up their electric
vehicle plans this year, and most of them aim to bring new cars to market more quickly. Faster than
expected maturing of technologies and the drop in costs of key components such as batteries are
also helping this transition. Though electric charging networks remain woefully inadequate in most
countries, this is likely to change with increased investments. Though currently restrained by regulatory
uncertainties, the technology for self-driving cars is maturing faster than expected and could be the
next focus point for the industry.
After several years of healthy growth, the global automobile industry saw a moderation in demand this
year, especially in developed countries. Few large manufacturers have escaped the slower volume
growth, discernible across most major markets. The improved reliability and fuel efficiency of the
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vehicles currently on the road have restricted replacement demand, even as the average fleet age
in markets such as the U.S. remain at historical highs. Changing lifestyles with reduced dependence on
personal transport is also thought to be contributing to reduced demand. The timing of the slowdown,
while regulatory investigations into emission claims and large product recalls were ongoing, made it
worse for select global car manufacturers. Some of them, including component manufacturers, have
had to agree to large financial settlements and other remediation measures.

Volume growth in emerging
economies continues to be
healthier as growing income
levels and low ownership
base drive demand
expansion. Moderate fiscal
incentives in select markets,
especially for smaller and
more fuel efficient cars,
have also helped sales in
recent years.

Volume growth in emerging economies continues to be healthier as growing income levels and low
ownership base drive demand expansion. Moderate fiscal incentives in select markets, especially
for smaller and more fuel efficient cars, have also helped sales in recent years. One trend that is
now visible in most markets is the shift in consumer preference for SUV’s and crossover vehicles, over
passenger sedans. Many small and mid-size crossovers are now as fuel efficient as sedans, and have
comparable pricing. Their better utility is attracting more consumers and this trend is likely to last for a
while. While manufacturers are now allocating more of their product development budgets to SUV’s,
those who already command significant market share in that segment are likely to retain the edge.
Even early this year, electric vehicles were only a small part of the future product development plans
for most manufacturers. The share of electric cars in aggregate industry volumes was not expected to
grow significantly, even in a decade. This lack of enthusiasm was partly due to the relatively high cost
of electric vehicles, as well the limited driving distances before a recharge. With the continuing decline
in component costs, especially batteries, and the rapid technology development, there are fewer
roadblocks for electric vehicles. However, it was the Chinese government decision to shift the majority
of new car sales to electric by 2030 that forced manufacturers to redraw their product development
plans. India quickly followed China and announced its own ambitious plan to switch to electric
mobility. Before long, almost all global manufacturers announced plans to roll out several electric
vehicles over the next five years. Some of the smaller manufacturers have promised to convert their
entire product range to electric within two or three years.
With this sudden shift, industry analysts are now projecting electric vehicles to account for more than a
fourth of total industry volumes within the next decade. The biggest obstacle to achieving that target
would be the inadequate charging infrastructure in most countries. China and India are pushing
ahead with government-sponsored projects to scale up the charging networks. In other countries,
investments in charging stations could rise rapidly as long as demand growth remains robust.
The development and regulatory approval of autonomous driving technologies could be an even
more transformative event for the auto industry. Several manufacturers have invested heavily in this
area, and the technology has developed faster than earlier forecasts. However, regulatory approval
for wider use of this technology could take longer as several safety and legal liability issues need to be
addressed. Nevertheless, judging by the pace at which some of these technologies have taken shape,
self-driving cars could also be a reality sooner than currently thought.
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Are You Positioned for a World of Opportunities?
THE THOMAS WHITE DIFFERENCE
Thomas White International manages $1.6 billion in assets across multiple global, international and
domestic equity mandates. The diverse client base spans public, corporate, endowment, TaftHartley, and separately managed account platforms.

“Our strategy is to
seek smoother, more
consistent returns by
stressing excellent
local stock selection as
opposed to betting on
major country and
sector moves.
To succeed in this
approach, we have
built an exceptional
global research team
that uses our proprietary
techniques to identify
the most attractive
stocks in each of the
major regions of the
world. This in effect is
our trump card.”
—Thomas S. White, Jr.,
Portfolio Manager

We use Proprietary Research. At Thomas White, we value international stocks within distinct valuation
groups based on region, industry, sector, or country, which provide us with an extensive range of
investment opportunities.
Our investment process differs from the crowd. Our approach to valuing common stocks combines
the execution of thorough historical studies, with the application of in-depth fundamental securities
analysis. Valuing global stocks in nearly 50 countries, this industry-based stock selection process
employs tailor-made valuation frameworks refined and tested over the 40-year history of the Thomas
White organization and its predecessors.
Our veteran analysts on average have more than seventeen years of experience working together
as a team. Our research and analysis is generated by our professionals, both in Chicago and in our
Asia office in Bangalore, India, most of whom have spent their entire careers at Thomas White.
Our investment approach seeks to benefit from buying undervalued stocks and selling them when
they return to fair value. Our analysts find that investors tend to overvalue a company against its
industry peers when the intermediate business environment is favorable, producing strong earnings
growth and then undervalue a company when the environment depresses its business outlook. This
pattern is a reflection of human behavior — it occurs in every industry and country around the world.
It is this phenomenon that explains a stock’s wide price swings above and below its intrinsic value
as a business.
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