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Foreword

The automotive sector is never short of challenges and opportunities. It has long
represented one of the leading industries in terms of technological innovation. It is
an industry capable of interpreting, often ahead of its time, the changes that are
gradually coalescing in our behavior with regard to mobility and to which business
models must quickly adapt.

Today, the world is facing a challenge the likes of which none of us has seen before:
the COVID-19 pandemic. For the automotive sector, this comes after a decade of
technological, regulatory and cultural changes that in recent years have become
deeply disruptive. The industry is in the throes of a transition that even the virus is
incapable of stopping.

The obvious question is whether the automotive industry is ready for this
transformation, taking place at a moment of exceptional difficulty for the world.
And if the industry is unprepared for the challenge, what should business and
governments be doing to close the gaps in expertise, investment and innovation?

The ongoing revolution is driven by a number of factors, as we discuss in this study.
But what makes it particularly challenging is that it impacts not just automotive
products but also applications, production processes and infrastructures. It is not
just one single revolution but multiple revolutions occurring together, in which
digitalization plays a prominent role and efficiency and cost competitiveness are the
major drivers of success.

Italian companies are known for their production excellence, creativity, flexibility

and ability to innovate. That gives them a good starting point. But are these traditional
strengths enough for Italian automotive companies to emerge from the transition

as winners?

Marco Stella
President of Components Group, ANFIA

Gianmarco Giorda
Managing Director, ANFIA

Andrea Marinoni
Senior Partner, Roland Berger
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At a glance

COVID-19 is a major calamity for the global economy. The impact of the pandemic
has been particularly harsh for the automotive industry, which has experienced
a sharp downturn in the short term and is facing great uncertainty going forward.

This study was first prepared for publication in February 2020, at a time when

the automotive industry was already going through a period of change and
disruption. Despite the long-term view remaining valid, the economic environment
is very different for a world that is now more volatile, uncertain, complex and
ambiguous than ever before.

Even before COVID-19, consumers' mobility habits were changing as fast as the
underlying automotive technology. We identify four key drivers of this disruption,
captured in the acronym MADE: new Mobility trends around the world, the arrival
of Autonomous technologies, the development and use of Digital features, and
powertrain Electrification. Changes at this fundamental level inevitably create
opportunities as well as challenges.

In this study we focus on the automotive industry in Italy. In particular, we attempt
to identify the major market opportunities for Italian automotive suppliers in

the medium to long term. We also try to predict the level of technological disruption
that they will have to deal with.

The industry landscape in Italy is fragmented, characterized by mid-market
suppliers working in vertical domains with skill sets built around traditional product
technologies. These players have overcome challenges in the past and they have
strengthened Italy's positioning in certain legacy areas of the global supply chain.
But what action should they be taking to prepare themselves for the radically
transformed mobility landscape of 2030 and beyond, under the shadow of the
ongoing pandemic?

Our answer to that question, based on our own analysis and insights from industry
and academic experts, is multifaceted: The future success of Italian automotive
suppliers lies in a blend of ingredients, from product enhancement to a problem-
solving attitude and an innovative mindset, making the country an attractive place
to invest in. We believe that suppliers need to embrace a transformation agenda
that has become even more urgent as a result of COVID-19, and - critically — the
country needs to respond with corresponding industrial policies.
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CHAPTER1

The automotive industry is experiencing massive
disruption. Suppliers have an opportunity to shape

their future.

We are living in what analysts love to call a VUCA world:
volatile, uncertain, complex and ambiguous. The speed
of change in many industries is unprecedented and its
direction difficult to predict, especially in light of the
COVID-19 pandemic. Complexity and confusion abound
and the risk of losing the way is ever-present.

The passenger vehicle industry is no exception.
Familiar behaviors are changing with remarkable speed
and technological advance is creating both unexpected
challenges and unforeseen opportunities. Various
scenarios are possible over the coming decade: The
journey towards a new landscape is uncertain and will
doubtless differ between countries and regions, driven
by differences in industry structure, consumer
preferences and the pace of technological change. But
one thing is already crystal clear: The industry will
ultimately be characterized by a large share of electrified
and connected vehicles, a low level of individual
ownership compared to traditional patterns, and a
radical change of the industry structure.

COVID-19 has made an already challenging situation
even less predictable. According to the latest estimates,
the GDP of the top five European economies is expected
to shrink between eight and 13 percent, with Italy at the
extreme end of this range. The automotive market is
particularly strongly impacted due to loss of production
volumes, expected to be valued at some EUR 18-25
million - a drop of 20 to 30 percent compared to 2019.
Recovery globally is not expected to be immediate,

leading to cumulative production losses for the period
2020-25 of an estimated 60-70 million vehicles globally.

From an industrial perspective, the pandemic has
triggered both temporary and lasting changes. Potential
structural changes include the redesign of production
systems and the transformation of supply chains from
global to "glocal". Governments have put in place a set
of measures of unprecedented magnitude. Their
objective is twofold: to secure the short-term survival of
companies, and to leverage the momentum to lay the
foundations for future competitiveness. Individual
countries are focusing on different areas, such as
demand or supply, and different objectives, such as
turnaround or technological development. In Italy, for
example, the focus has been on turning the sector
around and trying to relieve pressure on both supply
and demand. > A

Even before COVID-19, the automotive industry was
going through remarkable changes. The key factors
driving this disruption are neatly captured in the four-
letter acronym MADE, standing for new Mobility trends
around the world, the arrival of Autonomous technology,
the development and use of Digital features, and the rise
of powertrain Electrification.

The "M" in MADE - new Mobility trends around the
world - refers to the changes currently taking place in
customer behavior, including the trend towards sharing
assets rather than owning them. Known as the sharing
economy, this is exemplified by the rise of ride-hailing
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and ride-sharing models. Urbanization is also reshaping
traditional mobility and logistics concepts, as a new
mobility mix and innovative business models emerge.
Overall market value is increasing but its distribution
along the value chain is changing. Inevitably, some
existing players will exit the market and others enter it
in the course of this dramatic reshuffling. The
competitive landscape in 2030 and beyond is expected
to be radically different from today's, with a new category
of mobility service providers playing a key role. > B

The "A" in MADE stands for the arrival of Autonomous
technology in the car industry. Currently, autonomous
driving is at Level 2 of the five levels in the SAE
classification, which are based on the degree of human

A Post-COVID-19 recovery measures

Focus of actions differs by country

intervention needed. Level 2 is partial automation, in
which one or more driver assistance systems can take
over both steering and acceleration/deceleration, while
the driver monitors the driving environment. The
technology already exists for Level 3 to be implemented
- conditional automation, in which the system takes over
all aspects of driving, while the driver has to respond
appropriately to a request to intervene. In practice,
however, current regulation prevents the industry
moving from Level 2 to Level 3.

Industry experts agree that, ultimately, fully
autonomous driving will likely only be achieved in
applications with specific missions. At the moment, the
most concrete example of this is robocabs, for which
customer acceptance already appears to be good. Their
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B The new competitive landscape

Changes in the mobility landscape and the rise of mobility service providers
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emergence will mark a convergence of the different
business models - ride-hailing, ride-sharing, car rental
and so on - eliminating the barriers between them.

The "D" in MADE stands for the development and use of
Digital features enabling the "connected vehicle” and
new on-board services. Digitalization is already
spreading across all domains of the automotive industry,
giving OEMs the possibility to collect and monetize a
large amount of data, be it static (fuel consumption,
mileage, tire pressure and so on), dynamic (navigation,
location), personal (motion profile, driving behavior) or

C Pervasive connectivity
Types of data that can be collected and their potential application

1

Fuel consumption

STATIC TECHNICAL DATA

Use cases

> Predictive maintenance
> Remote diagnostics
> etc.

Mileage
Engine power

Tire pressure
Tire wear
Tire temperature

generated by the safety systems. New business models
will arise built around artificial intelligence (AI) and the
integration of the connected vehicle into every aspect of
customers' day-to-day lives. Ultimately, new technologies
will capture the majority of automotive value added. » C

The final "E" in MADE stands for powertrain
Electrification, meaning the use of an electric motor,
either alongside the traditional internal combustion
engine (ICE) or completely replacing it, to drive the
vehicle. Electric vehicles (EVs), both hybrid and full

O
N\

PERSONAL DATA

Motion profile Use cases

Driving behavior > Cloud-streaming

I

N

DYNAMIC TECHNICAL DATA

Navigation Use cases
Parking > Car sharing
. > Park assist
Location
> etc.
Road tolls
etc.

. . audio/video
Entertainment habits S —
Parking positions insurance
etc. > etc.

SAFETY SYSTEMS/ADAS

Area map

Traffic assistant
Seatbelt tightening
GPS position

etc.

Source: Roland Berger



D Few and far between

Public charging infrastructure for electric vehicles

charging stations per 100 km roadways
January 2017
W January 2020

(O No. of charging stations ('000)

electric, are currently spreading rapidly across the
market, driven by limits on emissions and incentive
schemes for their purchase. In recent months there has
also been strong interest in the development of
hydrogen-propelled with
announcing important investment plans; for example,
Germany plans to invest EUR 9 billion in hydrogen
technologies. For customers, the adoption of EVs is
closely correlated to the availability of charging
infrastructure. This is a significant problem in many
countries, including Italy. The underlying technology
for EVs is evolving quickly but costs remain very high,
So governments must create incentives in order to push
the dissemination of such vehicles. Overall, customer

engines, countries

preferences appear to support the spread of XEVs
(vehicles of various types including hybrid, battery and
fuel-cell electric vehicles). » D

COVID-19 is already impacting all four of the MADE
factors, changing the speed with which they are
developing by reshaping both supply and demand. In
the journey from conventional vehicles to the car of the
future, the challenge for the whole industry will be to
address technological change while ensuring economic
sustainability. Automotive suppliers cannot remain
passive in the face of this disruption. True, the eventual
shape of the industry is as yet unknown - but it is the job
of industry players to help mold that future. Companies
should therefore adopt an explorative approach,
embracing the evolution of the industry while expanding
their spectrum of activities with new products, business
models and partnerships.

In the following chapter we look at where the greatest
opportunities for players lie - those areas where they
would be best advised to focus their energy.
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CHAPTER 2

Electrification, autonomous driving and
"digital soul" are key. The domains with the greatest
potential are electronics and powertrain.

As the passenger vehicle industry shifts and changes,
opportunities are opening up for Italy's automotive
suppliers on all sides. To determine where the greatest
potential lies, we follow a specific methodology, focusing
on major changes in the transition from conventional
vehicles to the car of the future - the development that
will have the biggest impact on automotive components.

Our first step was to look across the five vehicle domains
- powertrain, chassis, interiors, exteriors, electronics — and
identify within them 22 key modules. We then examined
which of those modules are likely to experience the
fastest growth over the coming decade, and which will
entail the greatest level of technological disruption, or
what we might call non-linear advance through innovation.

We based this analysis on the results of 30 high-level
interviews with OEMs and suppliers, industry
associations outside Italy, academics, senior managers
at ANFIA and automotive experts at Roland Berger, plus
benchmark analyses of the top 100 national automotive
suppliers in Italy and Germany and an examination of
the last ten years of automotive industrial policy in eight
major countries around the world.

The mostrelevant "discontinuity factor" is electrification,
aprocess that is already underway. Electrification results
in a total change of paradigm and technology in the
powertrain domain, with consequences for the entire
vehicle. The main implications are as follows:

- Simplification of vehicle architecture

As much as 85 percent of the powertrain components
of ICEs could become obsolete in battery

electric vehicles (BEVs), as the vehicle architecture
is simplified from around 1,400 components to
fewer than 200 and fully integrated platform solu-
tions for the powertrain, such as the skateboard
chassis, are introduced.

- Transformation of traditional components

Components such as cooling systems and transmis-
sion will need to be upgraded to match the new
requirements of hybrid configuration and batteries.
In hybrid electric vehicles (HEVs), for example, the
ICE needs to be downsized, and in both HEVs and
BEVs several systems may need to evolve, including
wheels, tires, brakes and suspension.

- Introduction of new components

xEVs require completely new components, such as
battery packs, power electronics and electric motors.
These components are rapidly evolving in terms of
technology and standards are still to be defined.

- New service offering

The advent of XEVs is leading to the creation of
new services, such as fast charging stations and
battery recycling systems. A second-life battery
market is also emerging.

Autonomous driving requires the vehicle to have a
"digital soul". This has a number of implications for
product technology:
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- Connectivity as an enabler
Vehicle connectivity, both V2V (vehicle-to-vehicle)
and V2I (vehicle-to-infrastructure), represents a
key enabling factor for new vehicle functionalities.
It will lead to significant advances in cockpit featu-
res with regard to the human-machine interface,
infotainment, driving assistance/autonomous
vehicle information and improved cybersecurity.

- Consolidation of ECUs
ECUs (electronic control units) are becoming more
and more powerful in terms of real-time data
processing, enabling autonomous-driving functiona-
lities and a reduction in the number of units needed.
We expect the number of units to fall by as much as
90 percent, ultimately to one per domain rather than
one per component.

- Boom in ADAS sensors
The market for cameras, radars and lidars will
boom as the autonomy level of vehicles increases.
At the same time, the price of sensors will fall as
they become commoditized.

- Growing importance of software
Software is acquiring a pivotal role as a key
differentiating factor for OEMs. It is also having
a huge impact on the onboard experience, now
recognized as one of the main purchasing criteria
for customers. Software is also a major driver of
vehicle cost due to the exponential increase in the
number of lines of code required.

- Redesign of the onboard experience
Autonomous driving is pushing OEMs to optimize
the onboard experience. Interiors will evolve in
order to accommodate passenger needs during
autonomous travel, with growing demand expected
for purpose-built vehicles.

The domains with the greatest potential in the period to
2030 - those showing the strongest forecast growth and

involving the highest level of technological disruption -
are electronics and the powertrain. Within electronics, key
modules are specifically ADAS software, ADAS ECUs,
infotainment and ADAS sensors, the last of these
expected to show the strongest growth in terms of
volume. Within the powertrain, key modules are battery
packs, power modules and e-motors. We also identified
a number of modules with medium potential, showing
growth potential in line with total vehicle sales but a high
level of technological disruption. These modules include
transmission, cockpit and thermal management. - E

Having identified the specific modules with the most
potential, the obvious question is: How well positioned
are Italian suppliers to exploit these areas? We explore
this issue in the following chapter.

"High growth in shared mobility will
accelerate the development of smart
components that drive data monetization."

Marco Maria Monti, President of the

Automotive Division, STMicroelectronics
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E Where are the opportunities?
Forecast market growth 2018-30 vs. level of technology disruption by module
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CHAPTER 3

Italian automotive suppliers must embrace change.
Investing in innovation and increasing relevance in
the value chain are critical.

In the previous chapter we identified which automotive ~ "The transition to the electric
modules appear to demonstrate the greatest potential
for the period to 2030 and beyond. Opportunities
abound; now is the time for Italy to lay the foundations ~ of the engine. Moving forward,

for creating future champions. competition will increasingly be based
Europe has always been a leader in technology for

vehicle entails a huge simplification

automotive applications. This strength has allowed it to on effu:lency and cost factors,

enjoy a largely positive trade balance and to play a  rather than technological excellence."
central role in strategic choices by the industry, despite

the fact that it is responsible for less than a fifth of light Gabriele Allievi, President, Bosch Italia
vehicle production volumes globally. Italy accounts for

just five percent of production in the European Union,

and volumes could potentially contract over the period

to 2025 and beyond as we see a shift in vehicle production

to emerging countries.

CURRENT POSITIONING OF ITALY

The current industry landscape in Italy is fragmented.
Many players are small in scale and have a traditional
focus on producing mechanical components.
Suppliers are concentrated in certain areas of the
country. For example, Piedmont, Emilia-Romagna,
Lombardy and Campania are centers of excellence for
R&D (research and development) in motors and
mechanical components.

The Italian automotive components industry currently
employs around 150,000 people in the area of specialized
components alone. Of this number, some 100,000 work
in the powertrain and chassis domains. However, Italy
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F Areas of focus

Italian automotive component market by domain, 2018, %
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component manufacturers by domain

Source: ANFIA, company financial statements, ISTAT, Roland Berger

has little presence in the area of electronics, a domain
that is set to see strong growth. - F

Using data from LinkedIn we can analyze the current
employment situation in the industry. The comparison
between Italy and Germany is revealing. Italian suppliers
are generally less focused on innovation than their
German counterparts: 12 percent of the workforce in
Italy works in R&D and engineering, compared to more
than 17 percent in Germany. Looking at the specific
competence areas of R&D workers and engineers, it
appears that the focus on software is weaker in Italy (38
percent of workers) than in Germany (51 percent). This
contrast is even clearer in autonomous driving (Italy: 9
percent vs. Germany: 38 percent). However, Italian
workers have a stronger focus on EVs (49 percent) than
their German peers (43 percent). > G

"Italy must offer a strong value proposition
for global investors. The credibility

of institutions and the attractiveness of
the macroeconomic context are key
factors for securing the huge investments
needed to bridge the country's gaps in
future technologies."

Roberto Vavassori, Head of Business
Development, Brembo
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Focus areas of R&D and engineering employees, Italy vs. Germany

FTEs in R&D and
engineering as share of total
automotive headcount

FTEs in R&D and
engineering by area
of competence

FTEs in R&D and
engineering by focus
of activity

Italy Germany
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35% 26% 38% L 23%  26% 51%
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Sources: Roland Berger, LinkedIn
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H Fragmented but growing

Selected Italian competence pools in innovative modules
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As we have seen, Italy is largely focused on traditional
domains such as powertrain and chassis, with a weaker
focus on R&D than Germany. Yet Italy does have a certain
number of companies, often startups, working in
cutting-edge areas. We believe that the country has a
chance to establish itself in innovative modules. For
instance, Italy is showing promise in the area of fuel-cell
technology that is consistent with existing LNG/CNG
technology and infrastructure. - H

The powertrain — an area with many modules that are
subject to a high level of technological disruption - is
the main area of expertise in Italy, representing around
45 percent of the country's automotive component
market. In the domain of the chassis, Italy also has a
number of manufacturers of tires and brakes with global
reach, making this another area of expertise. In addition,
the country is strong in the manufacture of steel,
aluminum and plastic body parts for exteriors. These
two domains - powertrain and chassis - are both expected
to be strongly influenced by the development of
autonomous driving and powertrain electrification. This
will also have an impact on the workforce. It is thus all
the more vital that Italian suppliers play an active part in
shaping the future of the automotive industry.

STRENGTHS AND WEAKNESSES

It is worth looking in detail at Italy's current positioning

in each of the domains in turn:

- Powertrain - Italy has recognized expertise in
certain mission-critical applications, such as
thermal management systems and components
for ICEs. But the country is still showing a gap in
the battery pack production and assembling. In
e-motors and power electronics, despite outstanding
expertise, the country's position is marginal,
especially compared to its industrial automation
competence pool.

- Chassis - Italy has significant global market share
in brakes. It also has a few other areas where it
demonstrates technological excellence, but they are
limited in their application to market niches, such
as sports and luxury cars. Overall, Italy has a margi-
nal position in high-volume segments.

- Interiors - In the interiors, Italy displays a recognized
expertise in product and process technologies, with
high aesthetic and functional values, increasingly
oriented towards the development of materials and
concepts in terms of sustainability and impactful
contribution to the circular economy. Relevant tier 1
suppliers cover comfort related parts (incl. carpets,
headliners, panels) and the seat structures, within
a fragmented supply chain.

- Exteriors - Italy has recognized expertise here,
with some major players in areas of metalworking
such as sheet-metal stamping and cold forging
of fastening systems. It also has relevant expertise
in lighting.

- Electronics - Ttaly has a number of well positioned
companies in the area of components and
processors. However, its coverage of the field of
sensors and software is very limited.

This leads us to another key question: How does the
current shape of the Italian automotive industry and its
areas of strength map onto specific modules? To find out,
we took the 22 key modules and selected the 16 showing
the greatest potential. For each module we plotted
current production by Italian manufacturers against the
country's readiness in terms of availability of skills, the
two dimensions often being correlated. On this basis we
identify two distinct clusters: legacy modules and
unexplored modules.

The areas identified as legacy modules include
brakes, thermal management, the ICE and ADAS ECUs.
In these areas Italy appears to be equipped to tackle the
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I Match or mismatch?

Italy's current positioning
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coming changes in product technology thanks to its
expertise, developed over many years. Notably, e-motors
and power modules are currently "under-positioned” in
terms of expertise compared to the potential shown by
the local environment. Italy has some best-in-class
automation providers, such as manufacturers of
winding machines, but the manufacturing of
components is typically done by global vehicle
manufacturers or Tier 1 suppliers.

The areas identified as unexplored modules include
infotainment, ADAS software, ADAS sensors and the
battery pack. Here, Italy has a relatively weak position
compared to other countries. By contrast, Italy's
positioning in advanced electronics is restricted to a few
outstanding examples in specific areas, such as
processors. The country thus lacks an effective
competence pool in this domain. - |

"Italian longstanding technological
leadership is not fully reflected in terms
of market share."

Marco Rollero, Executive VP of Supply Chain,
Eaton Automotive

A STRATEGY FOR THE FUTURE

What, then, should Italian automotive suppliers be
doing to successfully navigate the coming decade and
beyond? Figure ] outlines the range of customized
strategies that companies can pursue on the road
towards the new mobility landscape. Their overall goal
should be to master the transformation of legacy
modules and develop unexplored modules through
radical innovation.

For legacy modules, the strategies depend on the lifecycle
of the company. Small companies should aim for
enrichment on the production side by increasing scale
and strengthening their problem-solving approach. At
the same time, they should leverage their flexibility and
hone their ability to deal with product and service issues
as a way to differentiate themselves (Strategies 1 and 3).
By contrast, companies that are already consolidated
should adapt their business models to the new mobility
requirements. They can achieve this by developing new
technological and managerial skills, potentially
combined with external growth (Strategy 2).

For unexplored modules, suppliers should aim to connect
bits and atoms, that is, to link traditional automotive
companies with the new ecosystem around digital
technologies. A stronger venture capital ecosystem is
needed in order to fuel product and process innovation
at traditional companies and allow these players to
develop open innovation concepts as in other countries.
With this backing they can then pursue innovative
projects on a European scale in emerging areas, such as
fuel cells, ADAS, data management and related services
offered through new business models (Strategy 4).

Italy should also aim to attract foreign direct investment
from global innovators (Strategy 5) and vehicle
manufacturers (Strategy 6). Doing so will have a spillover
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effect on the entire business chain, speeding up the
development of key modules, such as batteries, ADAS
sensors and ADAS software. Each new plant that opens

J Towards the new mobility landscape

Potential moves impacting future competitiveness

can potentially radiate a positive impact through
collaboration with local companies. - J
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Many leading players in innovative modules have already
started building new capacity in Europe in line with the
localization requirements of major OEMs. For example,
Asian and North American battery suppliers have

K Coming to Europe?

European presence of leading international battery, lidar and xEV players

=
BATTERY

LIDAR

entered Europe, although not Italy as yet. Manufacturers
of lidars and e-motors have limited presence in Europe
at the moment, but possible future expansion could
open up interesting opportunities for Italy. » K
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FOSTERING A SUPPORTIVE ENVIRONMENT

For Italian automotive components suppliers to be able
to steer the coming transformation, they need the support
of government in the form of industrial policy. - L

This can include a number of different areas:

- Incentivize consolidation and collaboration:
Policies can include introducing fiscal advantages
for SMEs (small and medium-sized enterprises)
in connection with M&A activity, and creating
incentives for hiring temporary managers. Such
initiatives predominantly help companies that are
active in legacy modules establish a solid manage-
ment structure, pursue ordinary and extraordinary
growth initiatives, and develop their products into
integrated solutions.

- Support R&D activity: Potential policies include
tax credits for R&D costs and grants for R&D
carried out by universities or businesses. This helps
suppliers operating in legacy modules integrate
ICT features into their products, turning mechanical
products into smart products.

- Respond to changing demand for skills: Policies
can include opening new faculties at universities
(for example, mechatronics), expanding university
courses, and improving communication between
the academic and business worlds. This enables
companies to benefit from a pool of skills that are
in line with market trends, as demonstrated by

"Motor Valley" in Emilia-Romagna.

- Coordinate national strategy: This can be achieved
by establishing automotive taskforces made up of
politicians, industry representatives and technology
experts to develop unexplored modules. Promoting
international cooperation and venture capital is also
beneficial.

- Promote foreign direct investment: This can be
facilitated by means of special agreements regarding

the market entry of global components suppliers
and OEMs, creating incentives for developing
unexplored modules.

LEARNING FROM PEERS

Many countries already have industrial policies in place
that support automotive companies. Their impact on
local businesses has been considerable. The challenge
for Italy is to learn from its peers and find the right mix
for the specific situation within the country.

In Europe, the leading automotive nations are busy
implementing industrial policies tailored to their
current positioning and future ambitions. The German
government, for example, has recently introduced cross-
domain initiatives in a bid to protect its undisputed
leadership of the industry, including regulations on
company mergers, laws protecting intellectual property
and measures specifically aimed at ensuring the supply
of skilled labor. Spain has created incentives for PSA
Group to invest in new assembly plants, allocating more
than EUR 20 billion in public funds to reinforce its
position in vehicle assembly. Similarly, Slovakia has
recently supported Jaguar Land Rover in the construction
of a new car plant.

Other countries are focusing more on emerging
trends. For example, France is promoting R&D by
companies by introducing tax credits for startups and
innovation. Similarly, Hungary is subsidizing global
battery manufacturers who open production centers
within the country, in an attempt to create a hub for
production and the development of related technology.
Outside Europe, China, which enjoys a leading
positioning in electrification, is now focusing mainly on
Al, making huge public investments in strategic tech
companies through various initiatives.
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In conclusion, although the precise
shape of the mobility market in 2030
and beyond is as yet unknown,

Italian automotive suppliers face a
clear imperative: They must adopt an
explorative approach, embrace
innovation and move outside their
comfort zone in terms of skills, products,
business models and collaboration.
Mastering the transformation
agenda will allow industry players

to shape the future — and at the same

time guarantee their future success.
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