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Introduction
Established in 2004, M&A Worldwide is a leading global alliance of mid-market
merger & acquisition specialists. M&A Worldwide presently has 37 member
firms operating in 37 different countries. All members are closely linked in a
global alliance to advise clients on mergers, acquisitions, divestitures, joint
ventures, capital raising, and other strategic partnerships. Collectively, the
alliance closed 293 transactions in 2015.

M&A Worldwide
The Network for Mergers & Acquisitions
M&A Worldwide’s industry groups track activity and develop business opportunities within sectors and across borders. In the Automotive Industry Group,
members are involved in buy and sell side mandates in such sectors as component
suppliers; paint distributors; tire sales and service centers; and collision centers.
As the auto industry in most regions is returning to or surpassing levels of automobile sales seen before the global recession, M&A Worldwide’s Automotive
Industry Group expects transaction activity to continue apace.

At M&A Worldwide, we have specialized M&A consultants in a variety of industries who like to share their knowledge
and insights on different sectors. For more information about our industry teams and other industry reports, please visit
www.m-a-worldwide.com
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Global Automobile Production
was the growth leader with 19% growth over 2014,
reaching nearly 1.4 million vehicles sold.

In 2015, global production of cars was 68.5 million and
commercial vehicles was 22.2 million, an overall increase of
1.1% over 2014.1 OEM production is both concentrated and
global. The top 15 countries produce 88% of the world’s
cars, but regional differences in customer preferences, regulatory environments, and infrastructure ensure local and
regional differences.2 Top producing countries include
China, the US, Germany, Japan, South Korea, and India.

• The Asia/Oceania/Middle East market expanded 3.1%
over 2014 levels, a notable slowdown from the double
digit growth in 2009 and 2010 (16.4% and 24.5%,
respectively) but nevertheless positive. India was a strong
performer with sales of 3.4 million vehicles in 2015, up
7.8% from 2014. China’s growth is slowing (4.7% growth
in 2015) but its sheer volume dominates the region, with
sales of 24.6 million vehicles in 2015. Sales in Japan
dropped 9.3% from 2014 to 2015, while South Korea
showed growth of over 10%.

Global Sales
Of note is the changing trend in the emerging markets,
especially China, that drove the steep upward curve of
Asia/Pacific in the graph below but is now leveling. Total
sales (passenger and commercial vehicles) globally in 2015
reached 89.7 million units, showing an increase of 2% from
the prior year overall.

• The European market is continuing to work its way back
to pre-recession levels, increasing 2.4% over 2014 to
reach 19 million units. The Russian market continued to
reflect the struggles of that region, with a decline of 44%
from 2014 to 2015, on top of declines in 2013 and 2014
as well.

• North American sales grew 6.3% year-over-year, with
the US coming in at 5.7% and Canada at 2.6%; Mexico

• Central and South America’s economic struggles show in
the region’s sales drop from 2014 to 2015 of 19.8%. In
Brazil, the largest market of the region, sales fell 26.6%
from 2014 levels, to 2.6 million.4

Figure 1: Vehicle Sales 2005 – 20153

Vehicle	
  Sales	
  by	
  Region	
  
50,000,000
45,000,000
40,000,000
35,000,000
30,000,000
25,000,000
20,000,000
15,000,000
10,000,000
5,000,000
0

Figure 2: 2015 Regional Sales
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Driving the Aftermarket: Parts and Services

On the Supplier Side: Value Add Shifting
to Suppliers

Since 2000, the rapid acceleration of production and sales
in Asia reflects expanding car ownership in China, and a
lesser extent India; though this trend is softening with the
slowing of China’s economic growth, the installed base of
vehicles in China portends an active aftermarket opportunity in the years ahead.

Supplier influence has expanded in the last 10 to 15 years
for several reasons, ranging from the global OEM expansion to the increasing complexity of vehicle components,
particularly electronics and connectivity-related systems.
• As the OEMs established operations in-country to serve
the dominant emerging markets of the first decade of the
21st century (BRIC), they often supported their key suppliers in setting up factories nearby to ensure reliable,
high quality sourcing partners. Large suppliers became
larger, leading to the term “mega-supplier” referring to
the top 20 global suppliers like Johnson Controls and
Bosch. These suppliers invest heavily in R&D and also
manufacture systems for multiple of the large OEMs,
increasing their competitive positioning relative to their
customer base (the OEMs).

Figure 3: Projected Vehicles in Operation: 20205

• OEMs are exploring alternative powertrain technologies,
especially with regard to meeting emissions standards,
and are relying on supplier knowledge and R&D
capacity.7
• From danger-warning systems to traffic reporting to
in-vehicle entertainment, connectivity is on the rise. Cars
with network solutions (about 3% in 2012) are expected
to increase 30%/year until 2020 until 22% of the global
installed car base has these features.8 Supplier partnerships will be critical and preferred partners may drive a
competitive advantage for OEMs.

Figure 4: Global Aftermarket Revenue6

Frost & Sullivan. Sourced from presentation by Tenneco at the Deutsche
Bank Global Auto Industry Conference, January 2016
6 Frost & Sullivan: “2016 Outlook of the Global Automotive Aftermarket,”
2/11/2016
7 McKinsey & Company Advanced Industries, “The Road to 2020 and
beyond: What’s driving the global automotive industry?” August 2013
8 McKinsey & Company Advanced Industries, “The Road to 2020 and
beyond: What’s driving the global automotive industry?” August 2013
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Figure 5: Value Shifts in the Auto Industry 9

Figure 6: Top 20 Indian Auto Suppliers, Five-Year
Revenue and EBITDA Multiples10
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Data sourced from Capital IQ
The graphic above indicates how the proportion of revenue
and profits captured by OEMs is expected to continue to
decline over time. Sophisticated suppliers, who are currently investing in R&D to gain advantage in the hardware,
software, and connectivity services associated with new
vehicles, are capturing an increasing slice of the revenue
and more importantly profits in this market.

Figure 7: Exports of Indian Auto Components,
by Value to Region
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Spotlight on India
The top twenty automotive supply companies in India performed well over the last five years. The market-weighted
index gained 126% on EBITDA multiples and 63% on
revenue multiples, the strongest performance of any of the
regions tracked for EBITDA multiple increases. The group
ranges from very large players like Motherson Sumi
Systems and Amtek Auto to smaller players like Gabriel
India (suspension systems) and Steel Strips Wheels.
See Figure 6.
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Auto Sales in India
Vehicle sales in India continue to accelerate, reaching 3.5
million in 2015, an increase of 7.8% over 2014. The auto
components industry, supplying OEMs and their partners
as well a growing aftermarket, is estimated at USD$39
billion; growth is expected at 8 – 10% in 2017 – 2018.11

“Connected Car Report 2016: Opportunities, risk, and turmoil on the road
to autonomous vehicles,” Strategy& (from PwC), 9/28/2016
10 Market weighted index
11 Auto Components Industry in India,” India Brand Equity Foundation,
www.ibef.org. Updated October 2016
9

An estimated $10.8 billion is for the export market.
See Figure 7.
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Foreign direct investment has supported this growth, with
$15 billion of investment coming into India for the automobile industry from 2000 – March 2016. Major investments
in the auto component sector included:

Transaction Spotlight

Target: Bill Forge Private Limited
Acquirer: Mahindra CIE Automotive Limited
(BSE:532756)
Status: Announced.
Date: 9/12/2016

• Mercedes Benz India Pvt Ltd set up India’s largest spare
parts warehouse in Pune

Mahindra CIE Automotive, one of India’s largest parts
suppliers agreed to purchase Bill Forge for USD$198
million in a mix of cash and stock, representing multiple of
2.4X revenue and 11.8X EBITDA.

• Honda plans to increase supply and target exporting of
auto components worth $224 million from India to its
international operations
• Magna International has started production at two
facilities in Gujarat’s Sanand, supplying Ford Motor
Co. in India

Bill Forge manufactures a variety of cold, warm, hot forged
and machined components for the automotive and non-automotive sectors at its six locations in India; it has
numerous global OEMs and Tier 1 suppliers as customers.

• Bosch Ltd has opened a new factory near Bengaluru

Transaction data sourced from Capital IQ.

• Michelin has announced plans to increase production of
truck and bus tires at its Indian facility by 45%12

12 “Auto Components Industry in India,” India Brand Equity Foundation,
www.ibef.org. Updated October 2016

Public Company Comparables: Supplying the OEMs and Aftermarket
Over the last five years, a review of the top 20 publicly
traded component supplier companies in several regions and
countries indicated increases in EBITDA multiples everywhere except Korea. China and India in particular showed
remarkable increases in average multiples of over 100% for
the period; China’s volatility was also notable. All indices
shown here are market-weighted.

Figure 8: Global Regions and Sub-regions,
EV/REVENUE, 2011 to Present
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While both groups show increased revenue multiples across
the five year period, the group of 45 smaller public companies clearly made greater gains. However, it is worth noting
that in addition to the size of the companies being different
the regional spread is also quite different. The global
“mega-suppliers” are all North American, European, or
Japanese, with the exception of one Chinese and one South
Korean company. The smaller company group, which
include 45 companies with revenues ranging from USD$50
to $200 million, has proportionally much stronger representation from emerging markets, particularly India and
China, which experienced higher valuations and growth
than did the developed markets.
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Tires and Aftermarket

Figure 9: Top 20 Global Suppliers and
Small-Midmarket Suppliers

The supplier groups charted above do not include tire manufacturers or suppliers primarily focused on the aftermarket, which have been tracked separately. This
aftermarket group (10 companies), reflects the overall
higher valuations placed on these suppliers, averaging
0.67X revenue multiple over the period and currently at
1.4X. The tire group (20 companies), showed an average
revenue multiple of 0.82X over the period and a current
multiple of 0.98X. Both indices gained over the last five
years: 32.8% for the aftermarket group and 45.6% for the
tire group.
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Transaction Summary in Auto Components, Q3 2016
There were 103 M&A transactions tracked in S&P/
Capital IQ for the third quarter of 2016, either announced
or closed. China had the most targets (27 or 26.2%), with
the US and Germany next at 13 and 12, respectively. Korea
was not far behind with 10 and India had six. Of the total,
almost 1/3 were cross-border transactions. See Figure 10.

Figure 10: Transactional Relationships

Data sourced from Capital IQ
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The lines of business, within the auto component supplier category, were broadly represented:
Figure 11: Target Companies Lines of Business, Q3 2016

Data sourced from Capital IQ

Selected Transactions, Q3 2016

Source: Capital IQ
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Mandates and Tombstones
MAWW members have active assignments in the automotive industry, the following is a partial list of current mandates:
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At M&A Worldwide we have specialized M&A consultants in a variety of industries
who like to share their knowledge and insights on different sectors. For more
information about our industry teams and other industry reports, please
visit
www.m-a-worldwide.com.
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