
The established automotive aftermarket  
sector continues to grow despite new challenges.  
The technology led approach offers fresh 
opportunity in a thriving M&A market.
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Market liberalisation, changing 
consumer habits, and rapidly 
accelerating technologies are 
transforming the automotive 
aftermarket sector, leading to  
a buoyant M&A market.

The market splits into the services  
sector (maintenance and repair of 
vehicles) and the parts sector, with 
market share split between OEMs  
and independent operators. 

Today the aftermarket comprises of  
five distinct groups1:

•  Parts manufacturers such as OEMs, 
automotive suppliers, and generic 
manufacturers producing aftermarket 
parts and services

•  Parts distributors including buying 
groups, independent distributors,  
online retailers, and OEMs 

•  Workshops including OEM workshop 
networks, auto centres, system chains, 
and small garages

•  Intermediaries such as automobile 
clubs and leasing companies

•  End customers consisting of the private, 
business, and fleet market

Global market

In 2018 global automotive aftermarket 
demand is set to rise 4.4%2 with most 
analysts predicting strong growth and 
profitability in the years ahead. One 
forecast1 suggests that the market will be 
worth approximately €1,200bn by 2030 
with an underlying annual global growth 
rate of roughly 3%.  

However, this masks wide regional 
variations with annual growth in China  
of 8.1% but only 1.5% growth across 
Europe and North America.

The service market is expected to grow 
particularly strongly in China due to 
the growing average age of the vehicle 
population, a defining global trend. 
Indeed, as growth of new car sales has 
come under pressure globally in recent 
years, aftermarket sales have become 
even more important for OEMs. 

OEM pressures

The wider pressures on OEMs in the 
aftermarket are intense. As McKinsey1 
remarks, as well as facing new 
competition from players at different 
stages of the aftermarket value chain, 
OEMs are also having to deal with  
new players operating digitally-driven 
business models. 

As previously stated, as the age of  
vehicles increases globally the 
aftermarket business of OEMs comes 
under particular pressure. This is because 
older vehicles do not necessarily need to 
be serviced at the OEMs’ partner garages, 
hence offering additional business for 
independent providers. For instance, the 
average age of passenger cars across 
the EU is 11 years and this figure has been 
increasing in recent years.

French carmaker PSA Group is a good 
example of an OEM that is tackling these 
challenges head-on. It recently launched 
a new aftermarket business that extends 
its spare parts offering for international 
customers, providing parts from a range 
of rival OEMs along with an expanded 
version of its own EUROREPAR multi-
brand range.  

Other OEMs are also creating their 
own networks of non brand-specific 
repair shops, while some are introducing 
secondary brands such as VW’s  
Direkt Express. 

For aftermarket suppliers the pressures 
are no less intense. Indeed, to run a 
successful and competitive business 
in this industry today, suppliers need a 
combination of critical size, a strong 
stock keeping unit, global reach, high 
quality products and fast delivery systems.

Under pressure
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As the age of vehicles increases 
globally the aftermarket 
business of OEMs comes 
under particular pressure.

The service market is expected 
to grow particularly strongly 
in China due to the growing 
average age of the vehicle 
population

1: McKinsey - The changing aftermarket game

2:  Frost & Sullivan – Global automotive aftermarket 
outlook 2018
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Liberalisation

To drive more competition in the spare 
parts market, since 2011 the industry 
across the EU has been subject to 
regulations under which OEMs may  
not hinder their suppliers from also 
supplying their products as spare parts  
to independent distributors. 

In addition, manufacturers are obliged 
to release electronic data enabling the 
exact identification of replacement 
parts for vehicles. Taken together these 
regulations have strengthened the 
position of independent service providers 
as they now have the same access to 
electronic repair and information  
enjoyed by authorised repair shops. 

A recent report1 suggests that 
independents have been successful 
at expanding their parts and services 
businesses at the expense of OEMs,  
while traditional authorised repair shops 
have also experienced price pressure from 
large independent service providers.  
Non-traditional players have also entered 
the market as insurers, fleet operators  
and leasing firms strike exclusive agreements 
with independent repair shops. 

Technology

While wear-and-tear parts currently 
represent the largest share of suppliers’ 
aftermarket revenue, services and 
diagnostics products are expected 
to drive growth3. The services sector is 
expected to grow particularly strongly, 
driven by digitally-enabled services  
and the power of new technologies to 
drive a ‘diagnostics 2.0’ revolution. 

Digital systems provide a great opportunity 
to use connectivity in order to predict the 

need for servicing and repairs.  
For instance, most new Mercedes  
vehicles are now connected online to  
the dealer/OEM repair shop which can  
then predict when the car needs a service, 
and even book a time automatically  
so that the owner does not need to go  
to an alternative repair shop.

Frost & Sullivan2 says telematics, 
e-commerce and 3D printing will all 
form key foundations in the evolution 
of aftersales channels, with OEMs 
attempting to integrate all aftersales 
services into a single, digital platform.

As McKinsey3 says, collecting data on 
parts inventory/warehousing and car 
and fleet activity can help aftermarket 
players fine tune their operations, build 
customer leads, and boost sales. With an 
integrated, digital supply chain, suppliers 
are able to provide the right parts or 
components in time to reduce repair cycles. 

It adds that parts sales online are 
expected to increase to 20-30% of sales 
by 2035, a level at which it is likely to 
plateau as parts such as windscreens and 
airbags, which are difficult to transport or 
part of complex workshop processes, will 
continue mainly being sold via traditional 
OEM or independent wholesale channels.

Automation, and the increasing use of 
robotics, also presents a huge opportunity 
to secure greater efficiencies within parts 
storage systems. 

Remanufacturing

Remanufacturing means the rebuilding 
of a part to specifications of the original 
manufactured product. This includes using 
a combination of reused, repaired and 
new parts. 

OEMs are investing heavily in their 
remanufactured parts businesses to 
compete with independent players and 
keep customers in their network longer. 
The market is also growing rapidly due 
to legislation demanding increased 
recycling of parts.

Remanufacturers with the technological 
capabilities and scale to handle new  
technologies will benefit, while 
remanufacturing can also provide  
a shorter lead time on spare parts. 

Customers increasingly appreciate that 
a remanufactured part can provide 
comparable levels of quality to OEM parts 
at a beneficial pricing point. Indeed, for 
some models remanufacturing is now the 
only way to find the appropriate parts to 
keep older vehicles on the road.

The result is a remanufacturing market 
that has grown significantly in recent 
years. This growth is forecast to continue 
given the strong market dynamics. 

Electric Vehicles (EVs) and  
Autonomous Vehicles (AVs)

Both electric and autonomous vehicles 
have the potential to significantly disrupt 
the global aftermarket business.

The EV revolution could have a huge 
impact on the aftermarket, but leading 
players are currently grappling with how 
this transformation in vehicle technology 
will play out, and what specific 
timeframes they need to consider.

In the mid-term the industry has seen a 
boom in the hybrid vehicle market which, 
in theory, is beneficial for the aftermarket 
as vehicles with effectively two engines 
need more replacement parts. But longer 
term the vehicle industry is heading 
towards one drive technology which 
means less replacement parts with less 
complexity are needed, although the 
value per part will presumably be higher. 

AVs will lead to a decreasing crash 
rate, resulting in a reduced need for 
replacement parts, especially in the field 
of body and exterior components such  
as bumpers, bonnets, fenders, lighting 
and grills. 

Online transparency

Online channels give customers quick 
access to information on the prices of 
parts. McKinsey suggests that across 
Germany, France, and the UK some 
25-30% of end customers now evaluate 
workshops using online channels, and  
20-30% of end customers use these channels 
to determine which car parts to buy.

Online forums also give customers peer 
perspectives on the quality and value 
of workshops, while online purchasing 

of services will also become increasingly 
important. Greater price transparency 
through e-commerce has already 
fuelled cross-border trade within Europe, 
resulting in price drops in countries 
with, formerly, little competition and/or 
generally high price levels. 

E-cataloguing 

Parts manufacturers and distributors 
need to assess sales globally and analyse 
integrated product and application data 
across regions using two different global 
vehicle description standards – ACES for 
North America, and TecDoc for the rest of 
the world. 

WorldView claims to be the first online, 
global aftermarket portal that integrates 
vehicles-in-operation (VIO) data for the 
vast majority of vehicles with ACES and 
TecDoc parts catalogues4.

1:  BCG - European automotive aftermarket landscape

2:    Frost & Sullivan – Global automotive aftermarket 
outlook 2018

3:  McKinsey - The changing aftermarket game

4:  IHS Markit 
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Deal activity across the  
global aftermarket industry has 
been buoyant in recent years as 
both trade buyers and private 
equity investors look to establish 
international footprints. 

Strong growth in the Asian market has 
been the rationale for many transactions, 
while the increasing average age of 
vehicles in more developed markets such 
as Europe continues to drive M&A activity. 

Private equity players have in recent 
years invested in many of Europe’s top 
distributors including AAG, Rhiag and Euro 
Car Parts. One of the most active trade 
buyers has been the US LKQ group which 
has acquired a number of European  
parts distributors.

Notable trade deals

•  Danish industrial conglomerate Schouw 
acquired Borg Automotive, a specialist 
in remanufacturing parts. 

•  The Parts Alliance, the UK’s second 
largest automotive parts distributor, was 
acquired by Canada-based Uni-Select.

•  Highline Aftermarket, a US manufacturer 
of packaged automotive chemicals, 
lubricants and parts, acquired South/
Win, a US manufacturer of car care 
products. 

•  Sweden-based Indutrade acquired 
Klokkerholm Karosseridele, a Danish 
company which offers a wide range of 
spare parts to the industry. Indutrade 
previously acquired Professional Parts. 

•  Tenneco, a US manufacturer of 
automotive ride control and emission 
control products and systems, acquired 
Federal-Mogul, a maker of powertrain 
components, for €4.6bn. Tenneco is 
looking to grow its market share in  
fast-growing Asian markets.

•  Kramp Groep, a Dutch company which 
distributes parts for agricultural and 
industrial markets, acquired Raico, an 
Italian supplier of replacement parts.

•  SAF Holland, a German manufacturer 
and supplier of chassis-related 
systems, acquired York Transport 
Equipment (Asia), a manufacturer of 
trailer axles, suspension kits and truck/
trailer components. SAF Holland also 
recently acquired V.Orlandi, an Italian 
manufacturer of coupling systems.

•  Alliance Automotive Group (AAG), 
one of the largest parts distribution 
platforms in Europe, made two 
acquisitions in the UK. It acquired 
Hereward Car and Truck Components, 
and Fast Parts Wales, a supplier of 
automotive parts and accessories. 
Genuine Parts Company acquired 
AAG in 2017 from PE funds managed by 
Blackstone and AAG’s founders. 

•  Sumitomo Rubber Industries bought 
Britain’s second largest car tyre 
distributor Micheldever for €241m from 
private equity house Graphite Capital. 
Sumitomo also bought Swiss rubber parts 
manufacturer Lonstroff Holding in 2015. 

•  AP Exhaust Technologies acquired 
Eastern Manufacturing, a US-based 
manufacturer of catalytic converters 
and converter components.

•  Wessels + Müller acquired the Trost 
Group. Both companies sell parts through  
their branch networks and their customers 
are mainly independent garages. 

•  Stahlgruber, a leading distributor of 
aftermarket spare parts, acquired  
PV Automotive and also Karl Ruecker. 
Stahlgruber was itself later acquired 
by US auto parts retailer LKQ for 
€1.5bn in 2017. That deal gave LKQ an 
additional strategic hub for its European 
operations. In recent years LKQ has 
expanded on the continent through 
acquisitions such as Euro Car Parts and 
Rhiag-Inter Auto Parts Italia. 

Notable private equity deals 

•  Clearlake Capital Group acquired 
Wheel Pros, a US-based designer and 
distributor of wheels, from private  
equity firm Audax. 

•  Kian Capital Partners acquired  
The Retrofit Source, a US manufacturer 
and distributor of automotive 
aftermarket lighting components.

•  Ridgemont Equity Partners acquired 
Uniban Canada, a Canadian distributor 
of automotive windscreens and 
windows, and PH Vitres d’Autos,  
a provider of auto glass installation, 
repair and replacement services.

•  Alpha Private Equity acquired Europart, 
a German retailer of special purpose 
vehicle spare parts and accessories. 

•  Harvest Partners and Audax Private 
Equity combined AP Emissions 
Technologies and Centric Parts, creating 
APC Automotive Technologies, a leading 
aftermarket undercar parts platform. 

M&A activity

Strong growth in the Asian market has been the 
rationale for many transactions, while the increasing 

average age of vehicles in more developed markets  
such as Europe continues to drive M&A activity.
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Martin Pedersen, CEO of Danish 
spare parts company JP Group, tells 
us how he is dealing with the huge 
change across the industry.

“The market is going through huge 
change, but we also see this as a 
fantastic opportunity. With change there 
are always winners and losers.”

Given that he has worked 35 years in the 
family automotive parts business founded 
by his late father, Martin Pedersen 
doesn’t say these words lightly. Whether 
it’s the coming of Electric Vehicles (EVs), 
fast-changing consumer habits among 
younger drivers, or the digitisation of the 
industry, never has there been so much 
to consider. “The market has become 
very complicated. It makes planning 
extremely difficult right now and it’s pretty 
impossible to look too far ahead. In this 
market it is all about being as flexible as 
you can be and preparing your business 
for change.”

Of these challenges he says that the EV 
revolution will ultimately pose the sternest 
test. “It is all a matter of speed, how fast 
will this market develop? For instance, 
across Central Europe we are already 
seeing strong growth in demand for 
hybrid cars which actually presents an 
opportunity for the aftermarket because 
you are still supplying both traditional 
parts but also new parts specific to hybrids.”

Pedersen believes hybrids will continue to 
take a big proportion of the EV market 
as the necessary battery technology 
catches up. “We are not yet at the 100% 
EV stage and in the meantime demand 
for hybrids will get stronger. The battery 
technology needed will arrive, but I don’t 

think anyone truly knows whether we  

are talking five, ten or 20 years time.”

Consumer habits

Like the rest of the automotive industry, 

the aftermarket is also grappling with 

the consequences of decreasing car 

ownership, especially among the young. 

“Owning a car for younger people is 

no longer a priority and we are seeing 

a much greater drive towards pay-as-

you-go and car sharing,” adds Pedersen. 

“When I was 18 my first priority was to buy 

a car. Today 18-year-olds think having a 

car is simply a lot of trouble.”

So how does a company like JP respond 

to these challenges? One way is to 

structure itself so that it is not over 

exposed to any one part of the sector. 

For instance, the group today splits into 

three divisions: a sales, distribution and 

marketing arm for spare parts; a business 

manufacturing spare parts; and a chain 

of fast-fit exhaust centres in Denmark.

The group has also been specifically 

targeting the classic car market where 

it has developed a particular niche 

supplying parts to classic VW and 

Porsche models. In fact, the classic car 

market now accounts for 90% of JP’s 

manufacturing production and up to 

half of its distribution market. “Amid all 

the uncertainty elsewhere the classic car 

market remains a stable one for parts, 

which is precisely why it has been so 

successful for us. This contrasts with the 

more general aftermarket which is seeing sharp 

variations in demand from both segment 

to segment, and from country to country.”

Rising to the challenge
Moving east

Pedersen says areas of Western Europe 
are now starting to see notable drops 
in demand for parts, which is why the 
company has also been moving heavily 
into Eastern Europe and Russia in  
recent years.

Although Germany remains the most 
important market for JP, up to 40% of its 
spare parts are now exported to Eastern 
Europe. He says the market is particularly 
attractive because consumers are moving 
away from using OEM service centres. 
“They are keeping their cars for longer 
and there has been an accelerating move 
towards using independent retailers.  
At the same time, we have also seen 
a rising leased car market which also 
benefits our model.”

Remanufacturing, a part of the market 
that JP is not in, is also proving slow to 
take off across Eastern Europe. “In some 
countries such as Belarus, Ukraine and 
Russia it is actually forbidden to import 
remanufactured parts at all. However, the 
picture is now very different across the EU 
where this market is growing fast.”

Disruption

Pedersen says the digitisation of vast 
swathes of the automotive industry will 
continue to pose particular challenges  
for the aftermarket.

“The impact will be most beneficial for 
the consumer. For instance, on-board 
computers can warn you if there are 
problems with your car, they can tell you 
where the closest service centre is. But 
I think these digital advantages for the 
consumer are not such great advantages 
for the aftermarket which is grappling 

with how it can maintain customer  
loyalty in this new environment.” 

He believes this fast-changing  
landscape will also necessitate increasing 
tie-ups and consolidation across the 
sector. “As the market becomes more 
complicated aftermarket companies 
will need synergies in order to make 
the necessary improvements, such as 
implementing the digital advances.

“This applies to us as much as anyone.  
We have concluded that to grow and 
have a bigger share of the market we 
shouldn’t be trying to do this on our own. 
If the right partner comes along we will 
certainly be speaking to them.”

“Owning a car for younger 
people is no longer a priority 

and we are seeing a much 
greater drive towards pay-as-

you-go and car sharing.  
When I was 18 my first priority 

was to buy a car. Today 
18-year-olds think having a car 

is simply a lot of trouble.”
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Our international  
automotive team
With offices in Europe, the US and Asia, our automotive team can deliver seamless, 
integrated global advice to SME/owner-managed, corporate and private equity  
clients. Our team is supported by a number of high-profile senior advisers who are  
all former top tier executives with relevant product knowledge and a far-reaching 
network of contacts.

For recipients based in the United Kingdom the document has been issued and 
approved for the purpose of COBS 4 of the FCA Handbook by Clearwater Corporate 
Finance LLP (otherwise trading as “Clearwater International”). Clearwater International 
is authorised and regulated by the Financial Conduct Authority (FRN 483062). Any person 
falling outside of a professional client under FCA rules should not treat this presentation 
as a promotion or act on it for any purpose whatsoever.

Our recent aftermarket 
transactions
Working for many years with leading suppliers and OEMs, and more recently with  
new digital players, we have built up an extensive network and knowledge of the sector, 
becoming a trusted adviser for many of the world’s leading automotive players.  
Our unique automotive transaction experience covers virtually every system and 
component of a vehicle, all relevant materials and process technologies. Our team have 
completed 21 aftermarket transactions out of more than 260 automotive deals in total.
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