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Preface

In a rapidly evolving market, driven by the imperatives of sustainability, our point of view underscores a need for the used
car industry to rethink its traditional models and embrace a circular approach.

Used car business evolution

The used car business is undergoing a profound trans-
formation, brought on largely by sustainability-related key
drivers. This point of view highlights and quantifies three
key drivers that are reshaping the used car industry: the
electrification of vehicles, the shift to usage-based maodels,
and the tightening of regulatory frameworks. These drivers
are analyzed in depth to assess their impact on the used
car business and provide insight into emerging opportuni-
ties and challenges.

The need for a circular used car approach

To unlock profit opportunities, the used car industry must
adopt circular thinking across multiple cycles. This point
of view identifies essential levers, quantifies the potential
profits of incorporating multi-cycle management princi-
ples, and outlines the strategic shifts required for market
leaders to seize sustainability-driven opportunity.

Key measures to take

Alongside a robust used car program that fosters trust
and customer experience, businesses must take bold
steps to secure a competitive edge and future-proof their
operations. These steps include:

Establishing used car leasing as the new norm to
retain ownership within the company.

* Strengthening remarketing & circularity integration by
building up “4R capabilities” (refurbishment, remanu-
facturing, recycling, and remarketing) to boost prof-
itability, leverage synergies, and meet sustainability
goals.

* Designing an integrated operating model to leverage
the strengths of OEMs, Captives, and Fleet Providers
for a competitive edge.

“Our approach helps businesses to not
only stay competitive, but to unlock new
avenues for growth and profitability in an
increasingly regulated environment.”

Benedikt Middendorf
Director, Automotive Mobility

“Changing customer needs, increasing
profitability pressure, and new operational
uncertainties must be addressed in a
circular approach that encompasses the
entire used car value chain.”

Arne Hinzen
Senior Manager, Automotive Mobility
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Used car business evolution

Evolving trends have elevated used cars to a central position in the strategic agenda of the automotive business.

Key Insight Fig. 1 - Increasing used car business maturity
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Key shift 1/3:
Used car electrification

Although customers still have significant concerns about electric used cars, over 60% of
used car sales in the EU5 are expected to be electric by 2035.

Key Insight Fig. 2 - Used car sales by drivetrain (#used cars sales in EU5')
*  Returned new xEVs are driving used car electrification, 44m

with XEVs projected to make up >60% of used car sales

by 2035.

¢ Customers continue to have concerns about used EVs,
particularly with regard to range, charging, battery life,

price, and residual value.? 30m

e Traditional sales methods fail to address these con-
cerns, leading to a need for new offering structures.

*  After-sales revenues are under threat, esp. with fewer
EV parts (>30% at risk, necessitating new profit pools).?

*  High residual value-uncertainty in electric used cars
requires new capabilities to balance supply and demand.
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There is an increasing need to adapt used car
offerings, build up new capabilities, and capture
additional profit pools.

" Source: Deloitte analysis based on Global Data, KBA, Ministere de la Transportation Ecologique, GOV.uk, ANFIA, ANFAC; EU5 markets include DE, FR, UK, IT & ES
2 Source: Deloitte Future of Aftersales Study
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Key shift 1/3:
Used car electrification | Electric used car price crash

While prices for internal-combustion-engine vehicles have remained relatively stable for years,
electric vehicle prices have been sharply declining.

Key Insight Fig. 3 - Average used car price in Germany by engine type'
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Key shift 2/3:
Shift to usage-based models

Usage-based offerings are expected to increase sharply for new and used cars by 2035,
primarily driven by customer demand for more flexibility and concerns over resale value.

Key Insight Fig. 4 - Vehicle sales by usage type in EU5 (share of owner - and

. H i 1
e Asignificant shift from ownership (purchase and credit) usership of new & used car transactions in EUS)

to usership (leasing, subscription, rental and car shar- New car transactions Used car transactions
ing) is expected, especially for new cars, with used cars
expected to follow.

e Thereis strong growth in usage-based offerings for
electric used cars, especially young vehicles.

e EVcustomer concerns (esp. resale value and battery
durability) accelerate demand for used car mobility

offerings.

* Increased usage-based vehicles drive growth in 2024 2035 2024 2035
returned corporate vehicles, offering significant profit Ownership (purchase & credit)
potential for 2nd and 3rd cycles. B Usership (leasing, subscription, rental & car sharing)

Fig. 5 - Corporate remarketing volume by channel (#remarketing
vehicles in millions in EU5)"2
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Key shift 3/3:
Increasing regulatory pressure

Rising regulatory pressure, such as the new EU Battery Law and the proposed ELV Directive, increases the need

to maintain control and oversight of returned vehicles.

Key Insight Fig. 6 - Regulations that drive used car sustainability®

* Regulations increase the importance of the used car

business via extended producer responsibility and % 19
more.

e (losed-loop approaches are becoming essential to y

meet recycling and recovery rate requirements. -
Recycling quotas’

* New profit opportunities arise, especially in the recy- 25% of plastics used to
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be recycled (of which 25%
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e Asregulatory pressure increases, OEMs must prepare
now to meet regulations.
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Battery materials recovery?
Recovery targets by 2028, 90%
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" Proposed ELV-Directive 2023/0284 (13.07.2023) Recovery targets by 2032, 950%

2"EU Battery Law” 2023/1542 (12.07.2023) . .
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Battery storage requirements?
Waste lithium-based batteries must
be stored in impermeable,
waterproof containers without
exposure to the elements (heat and
flooding)

Extended producer
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Companies that place batteries
on the market are responsible for
end-of-life collection & treatment
of these batteries.



Value chain impact

The shift towards electric used cars shows the need to rethink the entire used car value chain and address
shifting customer needs, rising pressure on used car profitability, and new operational uncertainties.

Key Insight

Market shifts impact the entire used car value chain,
from sourcing, vehicle provision, and sales to in-life
services and end-of-cycle capabilities.

The key challenge is to adapt the value chain to shifting
supply-demand dynamics, evolving customer expec
tations for mobility and after-sales services, and the
need for advanced remarketing, refurbishment, and
recycling capabilities to sustain profitability and meet
XEV requirements.

Addressing these challenges requires a comprehensive
evolution of the used car value chain to adopt a holistic,
end-to-end approach that ensures relevance and com-
petitiveness in a rapidly evolving market landscape.

Fig. 7 - Used car value chain impact
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Circular used car management
Changing customer needs, increasing profitability pressure and new operational uncertainties
must be addressed in a holistic approach that encompasses the entire value chain.
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Approach

Shifting from a traditional sales- and after-sales-focused to a circular, multi-cycle approach for used cars unlocks
value across the entire life cycle, aligning profitability with sustainability & long-term customer engagement.

Key Insight

The used car market is undergoing a paradigm shift
from a traditional second-cycle focus to a multi-cycle
strategy.

This approach prioritizes the extension of vehicle usage
via leasing and emphasizes comprehensive life-cycle
management.

The strategic focus now transitions from maximizing
profit per cycle to optimizing both vehicle and customer
lifetime value, aligning with sustainability imperatives
and growing regulatory requirements.

Fig. 8 - Used car business model shift
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Circular used car management | Target picture

Circular used car management extends the lifespan of vehicle ownership and explores each phase of the
vehicle cycle to maximize both vehicle and customer lifetime value.

Key Insight Fig. 9 - Circular used car management target picture

Maximize vehicle & customer lifetime value: keep
and monetize used cars across their life cycle while
exploring each circle to the fullest.

Integrate value chain capabilities: combine robust
sourcing, provision, in-life and end-of-cycle capabilities
to unlock synergies.

Secure vehicle ownership: ensure optimal sourcing
strategies, integrated 4R capabilities, and usage-based
offerings to strengthen value retention.

Elevate customer experience: deliver a “new car-like”
experience to create a compelling and attractive market
offering that meets evolving customer expectations.

Leading used car players are already pulling levers for
circular used car management., but end-to-end integra-
tion remains lacking.
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Circular used car management | Profitability

Circular used car management boosts used car profit per vehicle representing an untapped profit potential of
~€100bn in the EUS by 2035.

Key Insight Fig. 10 - Major profit levers in circular used car management
*  Nowadays used car players make on average €2,500 Major profit levers in circular used car management @

per vehicle incl. in-life service.

~€100bn untapped

* Adircular used car business model with three cycles used car profit @

can more than triple profit per vehicle, reaching €9,700 potential in the @ €9,700

per used car. EU5% in 2035 .
e The primary new profit drivers are used car mobility
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kets (DE, UK, FR, ES, IT), there will be an untapped used
car profit opportunity of ~€100bn by 2035.
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23.7m returned corporate used cars in EUS (DE, FRA, UK, IT & ES) in 2035 with
each €7,200 untapped profit potential






Bold plays to win

To win in a disruptive used car market, leaders must adapt their used car sales approach, strengthen remarketing & circularity,
and design an integrated operating model - all based on a solid used car program as foundation.

L/ 2= [
#1 LB #2 ‘ =) #3 -

Adapt your used car sales Strengthen remarketing & Design an integrated

approach circularity integration operating model

by making used car leasing the new to fulfill regulatory requirements while to leverage capabilities from OEM,

norm and enhancing used car pro- maximizing vehicle lifetime value Financial Service Providers, Fleet

grams to reflect EV needs. through Refurbishment, Remanufac Providers and other (digital) service
ture, Remarketing & Recycle. providers.

Used car foundation

A solid foundation is essential, encompassing a robust used car program, advanced digital customer experience, comprehensive
digital tools, thorough used car trainings, and effective sourcing capabilities, among others.




Key takeaways

#1
#2

#3

Sustainability drivers such as electrification, usage-based models,
and regulations are transforming the used car industry.

A circular, multi-life-cycle approach is key to unlocking new
profit opportunities.

To win in a disruptive used car market, leaders must take bold steps:
establish used car leasing as the new norm, strengthen remarketing and
circularity capabilities, and design an operating model, all supported by a
robust used car program.
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Your contacts

Please reach out to explore your used car opportunities.

L

Sebastian Pfeifle Benedikt Middendorf Arne Hinzen

Partner Director Senior Manager

Global Automotive Mobility Lead Automotive Mobility Strategy Automotive Mobility Strategy
Strategy, Analytics and M&A Tel: +49 152 55837469 Tel: +49 151 58000565

Tel: +49 30 25468 5595 bmiddendorf@deloitte.de ahinzen@deloitte.de

spfeifle@deloitte.de
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