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We are in uncharted waters; auto sector 
leaders must take decisive action...
Auto financing in Canada has been on the slow but steady path to digital disruption. Inspired by international 

models, lenders, OEMs and captives, dealers, and new entrants have been using digital capabilities to resolve 

consumer pain points. We believe COVID-19, and the realities of physical distancing and pandemic-driven recession, 

accelerate this trend by breaking apart previously mutually-beneficial relationships between stakeholders.

The COVID-19 pandemic presents an inflection point for auto finance and the 

broader auto retailing journey. A new, more digital, and more consumer-centric 

model will emerge post-pandemic, and who drives that model is up for grabs.

Captive and indirect lenders face the challenging task of taking advantage of this opportunity while grappling with 

worsening credit conditions, evolving consumer habits around transportation and borrowing, and changing 

regulatory conditions.

To help the industry think through these challenges, we have developed this document to explore the certainties of 

how COVID-19 will change the industry, and how uncertainties can produce different scenarios for the future, with 

unique impacts across stakeholders.

• The first section of this document is an executive summary, which summarizes our perspectives

• We then explore eight certainties about the future in detail

• In the last section of this document, we explore four potential scenarios for the future and what those scenarios 

may hold for stakeholders

Objectives of this 
document

Share scenarios about how the Canadian 

auto retailing and financing sector might 

evolve in one to three years to help 

lenders and retailers: 

2

Explore how uncertainties during the 
pandemic could shape Canadian 
auto retail and finance over the next 
one to three years 

3
Identify how lenders, OEMs, dealers, 
and consumers could be impacted by 
the rapidly changing landscape

4
Move beyond “responding” to the 
crisis toward “recovering”

1
Have productive conversations on 
the lasting certainties and 
implications of the crisis 

An industry remade

Deloitte’s Resilient Leadership framework 
defines three timeframes of the crisis

RESPOND
Managecontinuity

RECOVER
Learn and emergestronger

THRIVE
Prepare for the nextnormal

Focus of this document



… and think critically about choices that remain 
unknown, yet imminent, due to COVID-19

An industry remade
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COVID-19 inflection point

Rest of financial services

Auto finance

• The auto ecosystem has many tensions across stakeholders that create challenges to innovation and encourage stasis

─ E.g., lenders’ desire to gain consumer trust and loyalty, yet their direct customer is the dealer who controls the deal

─ E.g., intensifying competition between captives and auto lenders, especially as captives leverage the OEM’s data and 
capabilities to their advantage

• This lag has created a heap of unmet consumer needs and subpar experiences

• COVID-19 breaks that equilibrium by evaporating industry growth and changing incentive structures

• Roles, responsibilities, and the overall customer journey will be forever changed, as players turn to innovation for self-
preservation

COVID-19 presents an opportunity for innovation in auto finance to catch up with the rest of 

financial services in Canada

Key strategic questions 

players must tackle in 

the next one to 

three years:

1

Where along the customer journey 
should lenders and retailers further 
engage end consumers? What value 
propositions best address those 
needs?

2

What ecosystem structure should 
lenders and retailers construct to 
access consumers and data, and 
orchestrate a seamless experience?

How do shifting power dynamics 
between OEMs, dealers, and new 
entrants change who lenders prioritize 
as their key partner?

3

What capabilities across the auto 
finance lifecycle should lenders and 
retailers build/buy/partner to win in 
the future?

4

To help think through these questions, 

we leverage scenario planning 

methodology

Illustrative



Regardless of COVID-19’s severity, there are eight ways we 
are certain the pandemic will impact auto finance

An industry remade

1 Consumers will delay large purchases, causing a 
protracted period of lower demand in auto sales

2
There will be a glut of used cars post-pandemic as 
consumers return to the market with a significant amount 
of lease returns

3
Consumers will be conditioned to be comfortable with 
using digital tools across the vehicle buying and 
financing journey

4
A new segment of car buyers will enter the market as 
public health concerns reduce demand for shared 
transportation (e.g., public transit, ride hailing)

5 Industry digitization will accelerate as players and 
regulators work to remain operational during the pandemic

6
Dealer consolidation will accelerate as dealers that are 
smaller, poorly capitalized, or unable to keep up with the 
pace of change fail or are acquired

7
OEMs will take greater control over the value chain by 
investing in digital sales and distribution, creating tension 
across industry roles and responsibilities

8
In response to worsening credit conditions and increasing 
financial pressure, auto lenders will prioritize 
operational transformation (e.g., digital customer 
service, operational resilience, cost reduction)

5 | June 2020
Note: Detail on certainties including leading observations and implications can be found in pages 9 - 13



Through these scenarios, we can derive implications for various stakeholders in the Canadian auto 

industry including consumers, original equipment manufacturers (OEMs) and captive lenders, auto 

dealers, indirect lenders, and digital retailers.

As you read the scenarios, challenge yourself to imagine how things you were sure would happen could 

now be on a different course. Avoid the temptation to conclude that the crisis will only accelerate the 

changes you already expected or that the scenarios are future forecasts.

These depictions of possible futures should ultimately spark several questions around implications and 

next steps for your organization.

This document explores scenarios for how the 

COVID-19 pandemic could change the auto finance 

industry over the next one to three years. 

Acknowledging several trends already in motion, 

scenario planning considers the uncertainties that 

are most critical in shaping the future business 

landscape. Based on the outcomes of each 

uncertainty, scenarios for the future emerge.

Scenario thinking can help us better inform 
decision making for an uncertain future What are scenarios?

Scenarios are stories about what 

the future may be, created 

through a structured process to 

stretch thinking, challenge 

conventional wisdom, and drive 

better decisions today. They are 

not predictions about what will 

happen. They are hypotheses 

about what could happen, 

designed to open our eyes to 

new opportunities or hidden 

risks.

Note these scenarios stand as of

late-May 2020. They are based on 

our best understanding of the 

health trajectory, economic impacts, 

and government actions in response 

to the COVID-19 pandemic.

An industry remade
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Two critical uncertainties will have a significant impact on the 
shape of the auto finance industry in a post-COVID-19 world

An industry remade

What is the overall severity of the pandemic and pattern of disease progression?

Roller-coaster

Seasonal waves of the 
virus, with decreasing 
degrees of severity

Lower impact Higher impact

Rapid peak

The virus’ spread shows 

a rapid peak before 

quickly declining

Self-dampening

Rapid exposure across  

individuals leads to  

eventual “herd immunity”

Gradual progression

A gradual and prolonged  

development of the virus’

spread isseen

Second-act

A second wave of viral  

infections emerges  

stronger than the first

What is the level of collaboration between players in the auto ecosystem?

Coordinated response

• Players across the value chain (OEMs, dealers, and lenders) work together 

to preserve profitability for all stakeholders

• OEMs leverage scale to invest in technology and processes that preserve 

dealers as a value-added destination for sales

• Players’ technology systems more actively share data and integrate to create 

seamless experiences across the value chain

Race for independence 

• Players across the value chain (OEMs, dealers, lenders) make decisions that 

prioritize self-preservation over coordination

• OEMs and captives tighten control of the journey while dealer groups work 

with third parties, F&I portals, and indirect lenders

• Players’ technology systems do not accommodate seamless information 

sharing across the value chain and create a disjointed consumer experience

Significant Limited
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• Industry stakeholders collaborate 
to stimulate demand (with OEM 
leaders driving coordination)

• Innovative models such as digital 
used car retailing and shared 
ownership flourish

• Access to innovative retail 
models spurs consumer demand 
and a shift in attitudes

• OEMs retrench their business to 
cut costs and reduce support of 
channels and captives, focusing 
instead on wholesale of vehicles 

• Most dealers are absorbed into 
multi-banner mega-groups that 
manage their own marketing, 
digital channels, and financing

• The industry weathers the storm 
and many stakeholders are able 
to recover without fundamental 
shifts to their business model

• Digitization and consolidation 
trends accelerate as industry 
stakeholders adapt to serve 
consumers during the lockdown

An industry remade

• OEMs and digital platforms race 
ahead at the expense of dealers, 
using direct-to-consumer (DTC) 
digital channels to capture 
demand as it returns

• Stakeholders do not coordinate 
new digital offerings, resulting in 
a fragmented end-to-end 
consumer experience 

Significant collaboration 

Limited collaboration 

Low 
pandemic 

impact

High 
pandemic 

impact
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Divided leadership

Temporary 
turbulence

Mobility Spring

Free for all

Note: Detail on scenarios and implications for industry stakeholders can be found in pages 14-23 

Four future scenarios emerge based on the outcome of 
these uncertainties
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What we know of the post-COVID-19 world (1/4)
Making sense of the future

1
Leading Observations:

• Canadian new car sales in April 2020 were 75% lower than in April 2019; this 
drop represents the largest decline since 19971

• The outlook for new car sales in the near-future is weakened; as of May 2020, 
44% of Canadian adults plan to delay large purchases2; 66% of Canadian adults 
intend to spend less on auto fuel/motor oil in the next month while only 5% 
intend to spend more, indicating less vehicle usage during the pandemic2

• During the 2008 global financial crisis, new vehicle units sold in Canada 
dropped 11.3% from 2008 to 2009, but recovered to surpass pre-recession 
levels by 20123; in the U.S., the government provided rebate support to 
generate demand for new vehicles during the crisis4

Consumers will delay large purchases, causing a protracted period of lower demand in auto sales

Summary Implications:

• Lenders and dealers that depend on car sales to drive revenue will be hit harder 
than those with diversified revenue streams; to weather the crisis in the short 
term, these players are likely to focus on maintaining non-sales revenue (e.g., 
dealers with robust services businesses, lenders with books broader than auto)

• Lender balance sheets may shrink over the course of the pandemic as 
consumers continue to pay off existing loans, but do not originate new loans

• While lenders may consider cutting funding capacity, those that continue lending 
and support partners will be positioned to capture share in recovery

• Lenders can help incentivize sales (e.g., longer loan terms, working with OEMs, 
exploring innovative models), and need to manage the new risks accordingly

2
Leading Observations:

• As of May 2020, 51% of Canadian adults plan on keeping their current vehicle 
longer than originally expected as a result of COVID-192

• Automakers are offering consumers flexible lease extensions during the 
pandemic; as a result, there could be an estimated 100,000 incremental 
vehicles appearing in remarketing channels by late 20205

• An economic recession can create more dramatic fluctuations in the supply of 
used cars in the longer-term; 2019 saw a glut in used cars with a corresponding 
drop in prices following a 2014-2016 boom in new car sales (recovery from the 
2008 global financial crisis)6

There will be a glut of used cars post-pandemic as consumers return to the market with a significant amount of 
lease returns

Summary Implications:

• Falling used car residuals will increase consumers' negative equity and increase 
lease rates, further depressing demand for new cars and weighing on 
lenders, who will already face tightened credit conditions, increased expected 
credit losses, and dampened asset recovery values

• Access to data, accurate auto valuation methods, and responsive pricing will be 
an advantage for lenders to better advise consumers and manage capital / risk

• Emerging used car sales platforms (e.g., Carvana) will face countervailing forces 
as they balance the depressed value of existing inventory with opportunities to 
acquire new inventory cheaply and meet growing demand for used cars

• OEMs and dealers must optimize demand with existing and projected 
inventory (e.g., incentivizing lease extensions, engaging in inventory swaps)

1. DesRosiers Automotive Consultants; 2. Deloitte State of the Consumer Dashboard May 2020); 3. Statistics Canada; 4. Investopedia; 5. Automotive News Canada; 6. Bloomberg
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What we know of the post-COVID-19 world (2/4)
Making sense of the future

3
Leading Observations:

• Pre-pandemic, consumer confidence with digital auto retailing was healthy and 
likely to grow, with 59% of Canadian auto buyers conducting online research1

and 43% of car buyers aged 18-34 willing to fully purchase a car online2

• Carvana, the online end-to-end auto retailing solution based in the US, had 
triple-digit revenue growth for 23 quarters straight and achieved a CAGR of 
162% from 2014-20183

• Across industries, Canadian online sales doubled between March 11 and 
March 29,4 indicating that the pandemic is forcing consumers to be more 
comfortable with digital consumption overall

Consumers will be conditioned to be comfortable with using digital tools across the vehicle buying and financing 
journey

Summary Implications:

• Digital offerings and experiences across the auto finance lifecycle will become 
table stakes, for all stakeholders (OEMs, dealers, lenders)

• At minimum, lenders must be able to seamlessly integrate with the digital 
offerings of dealer / OEM partners; to differentiate, lenders must leverage data 
to drive timely and differentiated value to consumers (e.g., affordability advice)

• Consumers will increasingly use digital self-service channels to compare 
vehicles, prices, and financing options, thereby enabling lenders to play a 
broader role in providing advice on affordability across the auto journey

• An increasing number of consumers will buy cars digitally end-to-end, limiting 
interaction with physical dealer channels

4
Leading Observations:

• Despite transport services being restored in China, public transit ridership has 
not returned to normal. Only 34% of regular commuters were using public 
transit systems in Guangzhou as of March 16, while 40% had shifted to private 
alternatives (e.g., personal cars, walking, biking)5

• Canadians’ transportation habits are also set to change; as of May 2020, 63% of 
adults are planning to limit their use of public transit and 59% of Canadians are 
planning to limit their use of ride hailing over the next three months;6 a Trader 
Corporation study indicates 14% of Canadians who did not previously own a 
vehicle plan on purchasing one as a direct result of COVID-197

• Supervisory changes will place new or heightened burdens on lenders to 
mitigate risks for consumers (e.g., stress testing, consumer protection, conduct)8

A new segment of car buyers will enter the market as public health concerns reduce demand for shared 
transportation (e.g., public transit, ride hailing)

Summary Implications:

• New segments of consumers will gain prominence in auto retailing, including 
first time car buyers, urban-dwellers, and millennials, who have different needs 
and preferences compared to the traditional auto buyer

• The mix of the auto consumer base will change, giving innovative business 
models greater opportunity to succeed than before

• Lenders and dealers will prioritize advice-based touchpoints early in the 
journey to attract new consumers unfamiliar with the buying process (e.g., 
lenders can advise new consumers on accessing and affording vehicles); OEMs 
may launch or prioritize different vehicles tuned to this new buyer

• Regulators will increase scrutiny of sales conduct to protect new consumers 
entering the auto purchasing and financing industry

1. Freckle IoT; 2. Canadian Black Book; 3. Carvana; 4. Absolutnet; 5. China Institute for Transportation and Development Policy; 6. Deloitte State of the Consumer Dashboard (May 2020); 7. Trader Corporation; 8. Financial Conduct Authority, Deloitte Report
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What we know of the post-COVID-19 world (3/4)
Making sense of the future

5
Leading Observations:

• In Ontario, carpages.ca launched the "Buy From Home" marketplace, which 
connects 240 participating dealers with consumers who can inspect the car, e-
sign documents, and have the vehicle delivered without any contact1

• Due to physical distancing requirements, the Ontario Motor Vehicle Industry 
Council (OMVIC) clarified that a fully online sales process including e-signatures 
is permitted; in cases where finance companies are preventing fully remote 
sales (e.g., not accepting e-signatures), OMVIC is actively working with banks to 
find solutions;2 industries such as insurance are already using e-signatures

• In light of the pandemic, digital auto retailers in Canada such as Clutch are 
offering online purchases with completely "contactless delivery and pickup“3

Industry digitization will accelerate as players and regulators work to remain operational during the pandemic

Summary Implications:

• Dealers and OEMs will become more demanding of lenders to facilitate digital 
processing (e.g., accept e-signatures), and require faster responses to SLA 
conditions (e.g., instant decisions on credit applications, quick service responses)

• Lenders and dealers that adopt off-the-shelf tools (e.g., e-commerce, digital 
credit applications) to return to market quickly may find those solutions are 
more costly and limit their ability to differentiate long term

• The rapid deployment of improvised digital processes may increase risk of fraud 
and financial crime

• Greater adoption of contactless sales models will create business process and 
resource allocation challenges

1. CTV News; 2. OMVIC; 3. Clutch; 4. Automotive News Canada; 5. Deloitte Private Analysis; 6. CADA News

6
Leading Observations:

• Dealer consolidation is already an ongoing trend in Canada; the percent of 
Canadian car sales handled by group-owned franchised dealerships grew from 
9% to 58% between 2000-20174

• Pre-pandemic, experts expected dealer consolidation to accelerate given 
increasing operational complexity, higher capital requirements, and ageing of 
dealership owners5

• The financial challenges of COVID-19 will amplify dealer consolidation; as of 
April 2020, 74% of dealers indicated new vehicle revenue declined by more 
than 50% as a result of COVID-19, and 96% of dealerships had to lay off 
employees6

Dealer consolidation will accelerate as dealers that are smaller, poorly capitalized, or unable to keep up with the 
pace of change fail or are acquired

Summary Implications:

• M&A activity will rise as the value of dealerships are depressed and stronger 
players (e.g., larger or group dealers) acquire vulnerable dealers at a discount

• Larger dealer groups will grow in negotiating power with OEMs and lenders, 
and will likely build stronger in-house capabilities (e.g., tech, lending, etc.); 
OEMs will also gain power as they are freed from Dealer Sales and Service 
Agreements (DSSAs) with struggling dealers, further complicating who will own 
the digital customer journey moving forward

• Dealers that remain will become more of an experience center, with sales 
people empowered through digital tools

• Indirect lenders will need to adapt their dealer service models to focus on a 
smaller number of larger entities with unique and tailored financing products 
as the dealer landscape changes (i.e., fewer independent dealers)12 | June 2020



What we know of the post-COVID-19 world (4/4)
Making sense of the future

7
Leading Observations:

• Pre-pandemic, OEMs in some geographies had taken steps to sell direct to 
consumer; in New Zealand, all Toyota dealers are now experience, fulfillment 
and service centres,1 and Volkswagen now gives consumers in Europe options 
to purchase vehicles directly online or through traditional dealers2

• In response to the drop in new car demand exacerbated by the pandemic, 
Honda Australia will move to a full DTC model; some dealerships will close and 
the remainder will be locations for demonstration, delivery, and service only3

• The pandemic has highlighted the value of other DTC offerings in which many 
OEMs have invested; as a result of the pandemic, GM's "Shop, Click, Drive" 
program is gaining popularity and Porsche will boost its digital pilot program4

OEMs will take greater control over the value chain by investing in digital sales and distribution, creating tension 
across industry roles and responsibilities

Summary Implications:

• OEMs will more drastically expand digital properties and venture into direct 
digital distribution, particularly as they are relieved of legacy DSSAs 

• For an end-to-end seamless digital consumer experience to be feasible, OEMs 
and large dealerships will need to collaborate to share data and integrate 
processes across the value chain, or risk further fragmentation

• OEMs will have growing expectations and needs for their indirect lending 
partners (e.g., digital pre-approval integrations into build-and-price properties)

• OEMs will integrate captives directly into build-and-price journeys to improve 
profitability and garner data; lenders must become vital partners to OEMs (e.g., 
with technology solutions for application / advice) or risk being excluded 

8
Leading Observations:

• Non-prime lending is a concern given the relative increase in credit outstanding; 
pre-pandemic, the Canadian automotive industry experienced 48.5% growth in 
subprime and 16.8% growth in near-prime loan origination between 2017-2019, 
compared to 5.1% growth for prime auto loans during the same period5

• According to survey data from Ispos Reid, 48% of Canadians are $200 or less 
away from being unable to meet debt obligations6

• Consumer non-mortgage delinquency is expected to increase through the 
remainder of 2020 to between 6 - 8% from 5.6% in Q1 of 20205

• Anticipating the need for creative financing solutions, SCI Lease Corp and FCA 
are working together to develop an app that allows consumers to ground their 
leased vehicle digitally without having to return it to the dealer7

In response to worsening credit conditions and increasing financial pressure, auto lenders will prioritize operational 
transformation (e.g., digital customer service, operational resilience, cost reduction)

Summary Implications:

• It will be vital for lenders to improve operational resilience and manage 
fluctuating service volumes; key efforts include re-allocating staff to meet 
business priorities and ensuring consumers are served across channels

• Lenders are likely to prioritize operational enhancements which contain fraud, 
tighten underwriting, and help manage liquidity

• Lenders will need to further improve advice, service, and collections capabilities, 
particularly through digital channels for consumers facing financial hardship –
especially as payment deferral programs expire

• Digitization will become more attractive as a way to create back-end 
efficiencies (e.g., process automation, expanded auto-adjudication for super 
prime), and develop more robust risk management protocols (e.g., use of data to 
predict and manage uncertainties in consumer credit risks)

1. Stuff.co.nz; 2. Volkswagen News; 3. News.com.au; 4. Yahoo Finance; 5. TransUnion; 6. Ispos Reid; 7. Automotive News Canada
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Scenarios for a post-COVID-19 world

How to read the following pages

As you read the scenarios,DO…
…focus on why this scenario might happen and what it would 

mean if itdid.

…remember that there is no data about the future. There is 

only data about the past. These are efforts to spark new 

ideas about the future. If they don’t challenge your 

expectations, they’re not doing their job.

…resist the temptation to focus or anchor on the 

scenario closest to your  current expectations.

As you read the scenarios,DON’T…
…focus too much on specific details. Instead, read for the 

overall direction and conditions each scenario creates.

…expect to see specific forecasts or detailed views on specific

auto players. 

…try and assign probabilities to these scenarios. At this 

moment, the question should be, what do we need to be 

ready for, even if we think it’s “improbable”?

Structure of the following pages

Page 1 of 2: Overview

The Description paints a 

picture of each scenario and 

how it will unfold

Critical Conditions outline the 

conditions that must be true 

for the scenario to occur

As you reflect on these 
scenarios, consider…

Page 2 of 2: A closer look

Stakeholder Implications 

provide an overview of what 

each scenario means to 

players across the ecosystem

How are business initiatives
impacted by these scenarios, how 
would you have to change or react if 
any of these scenarios were true? 
Which of your previous 
expectations should you rethink? 

What program or opportunity that 
seemed unlikely or years away could 
be accelerated?

What might consumers value in 
particular in these different worlds? How 
might that vary across key variables (e.g., 
region anddemographics)?

What are the biggest threats to your 
current business in theseworlds?

What new providers,
companies, business models, 
and ecosystemsmight 
emerge? Which existing 
companies are best positioned 
tosucceed?

What capabilities, relationships, and 
assets are important in theseworlds?
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Critical Conditions

• What must be true for this scenario in auto finance to come to pass

What critical conditions come to pass?

• Active cases of the virus in Canada never reach the peak 
of the initial wave, and the virus is resolved by 2021

• Economic activity and consumer confidence begin to 
rebound in late 2020 and speed up in 2021

• New digital solutions are developed to facilitate seamless 
communication across the value chain

Any resurgence of the virus does not require additional 

lockdowns, and economic conditions return to historic levels.

The public and private sectors work together to stimulate auto 

purchasing, and demand for new car sales rebounds quickly. 

To best weather the pandemic and serve consumers during 

the lockdown, OEMs, dealers, and lenders coordinate to 

develop or enhance digital capabilities.

The coordination creates lasting improvements to the car 

buying experience; consumers can conduct more of the 

process digitally, and lenders and dealers share consumer 

financing information quickly with minimal friction.

Lenders enhance advice capabilities to mitigate the risk of 

loan defaults and originate new loans as demand recovers. 

Many dealers can offer vehicle servicing and remote sales 

during the pandemic and recover thereafter; dealer visits 

remain an important part of the car buying experience.

Temporary Turbulence Description

16 | June 2020
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Temporary Turbulence: Stakeholder Implications

• OEMs offer consumers and 
dealers incentives (e.g., 
adjusted KPIs, free vehicle 
add-ons) to strengthen 
relationships and promote 
sales during recovery

• OEMs make incremental 
improvements to build-and-
price digital experiences 
(e.g., integrating digital 
financing) that generate leads 
for dealer partners

• Carefully monitoring demand 
trends, OEMs use a phased 
approach to re-open plants 
and meet the post-pandemic 
sales surge

• Lenders offer payment 
holidays and flexible financing 
terms to mitigate the risk of 
loan defaults and generate 
originations during the 
pandemic

• As demand recovers, lenders 
play a more active role in the 
consumer experience as 
trusted advisors, identifying 
new leads for retail partners

• Lenders enhance risk and 
capital management 
processes to avoid 
catastrophic financial effects 
in the short-term; digital 
capabilities are key in 
enabling efficiency

• Dealers focus on outbound 
sales and servicing 
to preserve cash flows during 
the drop in demand

• Incremental digital 
enhancements keep dealers 
operational during lockdown 
and in the long term create a 
more efficient physical model 
(e.g., online applications, e-
signatures)

• F&I becomes less of a focus 
for dealer profitability as 
digitization reforms the 
process

• Digital-first retailers capture 
the growing segment of 
digitally inclined consumers 
to accelerate growth 
as demand recovers

OEMs Lenders
Dealers /

Third-Party Retailers
Consumers

• As public safety concerns 
pass and the economy 
recovers, pent up demand for 
new cars results in a sales 
surge

• Consumers who, during the 
pandemic, purchased cars or 
other big ticket items digitally 
are more likely to purchase 
vehicles digitally in the future

• More digitally inclined 
consumers may favour new 
entrants that offer an end-to-
end digital experience, but 
many consumers still value 
considering purchases 
in person

17 | June 2020
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Critical Conditions

• What must be true for this scenario in auto finance to come to pass

What critical conditions come to pass?

• Active cases of the virus in Canada never reach the peak 
of the initial wave, and the virus is resolved by 2021

• Economic activity and consumer confidence begin to 
rebound in late 2020 and speed up in 2021

• Governments deprioritize aid to the auto industry

• Stakeholders prioritize self-preservation over 
collaboration (e.g., OEMs go DTC at the expense of 
dealers)

Divided Leadership
Subsequent waves of the pandemic are managed without the 

need for lockdowns.

With public sector support focused on other industries, auto 

industry players race to recover their own revenue sources at 

the expense of a coordinated effort to stimulate car sales.

The consumer experience becomes fragmented in the 

absence of an industry standard for an end-to-end omni-

channel experience.

OEMs and digital retailers see an opportunity to capture 

greater share as demand returns, improve the consumer 

experience, and cut costs through DTC digital channels.

Indirect lenders prioritize relationships with OEMs over 

dealers by enabling DTC offerings, signing more extensive 

subvention deals, and discounting dealer reserves.

Larger dealer groups try to protect and expand their market 

share through inorganic growth, acquiring smaller dealers 

who are not able to weather the pandemic.

Description
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Divided Leadership: Stakeholder Implications

• Consumers increasingly 
prefer the growing number of 
DTC options and digital 
tools over dealers with 
inferior consumer 
experiences (e.g., time 
consuming sales processes, 
extensive paperwork)

• With the proliferation of 
digital retailing and dealer 
consolidation, geographic 
proximity to dealerships is 
less important for consumers 
when purchasing a vehicle

• Several OEMs launch DTC 
models in Canada for new, 
certified pre-owned, and used 
cars, and integrate captive 
financing more directly into 
their digital journeys 

• Some OEMs acquire or 
partner with third-party 
digital retailers to access 
sales and distribution 
capabilities

• Disjointed digital systems 
limit the ability of OEMs and 
dealers to match supply and 
demand as plants re-open 
and sales rebound

• OEMs exit DSSAs with failed 
dealers and use the 
remainder as showrooms
with limited sales functions

• OEMs require dealers to adapt 
technology and processes 
quickly to support a digital 
model where OEMs control the 
customer journey and data

• Small, poorly capitalized 
dealers struggle to make digital 
sales and weather the 
pandemic without OEM 
support

• Dealers limit sales functions 
and work to protect F&I 
revenue, which puts the long-
term value of consumer 
relationships at risk

• Third-party digital retailers 
help OEMs build DTC 
capabilities through 
partnership or software as a 
service

• Indirect lenders partner 
directly with OEMs and their 
digital channels, often times 
competing against captives to 
become the lender-of-choice

• Lenders prioritize investment 
in digital, consumer-centric 
products and services that 
support OEMs’ DTC models 
(e.g., advisory capabilities) 

• To strengthen relationships 
with OEMs, lenders offer 
preferred partnerships and 
embed financing into digital 
build-and-price journeys

19 | June 2020

Scenarios for a post-COVID-19 world

OEMs Lenders
Dealers /

Third-Party Retailers
Consumers



Critical Conditions

• What must be true for this scenario in auto finance to come to pass

What critical conditions come to pass?

• The COVID-19 virus continues to mutate and evolve, and 
a working vaccine proves elusive, evading eradication

• The economy begins to recover in 2022; governments 
subsidize auto industry recovery in the interim

• Incumbents and new entrants release innovative digital 
models to entice consumers

• Consumer demand for private vehicles recovers at a 
pace faster than overall consumer sentiment recovers

Mobility Spring

The pandemic is prolonged due to multiple, severe waves of the 

virus, leading to slow economic recovery.

As the virus persists, consumers are increasingly nervous to use 

shared transportation and demand for private vehicles grows.

Recognizing latent demand for private vehicles and the 

economic pressure facing the auto industry, governments 

subsidize recovery of the industry.

Industry stakeholders collaborate to introduce innovative retail 

models that offer a seamless, user-friendly car buying 

experience.

Consumers are coaxed into the market by direct financial 

incentives from governments and OEMs, simplified digital 

retailing, innovative financing models, and personalized advice.

Lenders create advice offerings and non-traditional financing 

options (e.g., shared ownership) to attract new consumers who 

previously would have used public transit or car sharing.

Description
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Mobility Spring: Stakeholder Implications

OEMs

• To stimulate new car sales, 
OEMs develop direct-to-
consumer capabilities and 
invest in a seamless omni-
channel buying process

• OEMs help high-performing 
dealers become brand 
experience centres, but 
exit/buy out dealers with low 
traffic or inefficient operations

• Captives develop digital credit 
applications and advisory tools

• Smaller OEMs experiment with 
fully digital distribution by 
partnering with third-party 
digital retailers

• The mix of cars manufactured 
shifts to accommodate 
changing consumer segments

Lenders

• Lenders face increased credit 
risk and profitability 
challenges as consumers 
struggle with prolonged 
financial challenges

• To capture new car buyers 
who would have chosen less 
expensive transportation 
options pre-pandemic, 
lenders offer advice services 
and innovative financing 
products (e.g., shared 
ownership models)

• To manage increased credit 
risk and new financing 
models, lenders prioritize 
digitally-enabled back-end 
efficiency

• To encourage in-store visits 
amidst public health concerns, 
dealers invest heavily in safety 
(e.g., new store layouts, air 
filtration) 

• To better integrate with the 
omni-channel buying process, 
dealers adopt OEM-mandated 
digital tools and capabilities

• Dealers who do not enhance 
digital capabilities at pace with 
OEMs struggle to survive

• F&I models/portals are phased 
out as OEMs partner directly 
with lenders to better control 
the financing experience

• New digitally native retailers 
replace dealers as some OEMs’ 
primary distribution partner

Consumers

• More consumers consider 
buying or leasing vehicles to 
avoid public transportation 
and ride sharing

• Difficult economic conditions 
mean more consumers turn 
to used cars, flexible 
financing, and shared 
ownership

• Due to safety concerns, more 
consumers choose to buy 
cars through a fully digital 
and contactless process

21 | June 2020

Scenarios for a post-COVID-19 world

Dealers /

Third-Party Retailers



Critical Conditions

• What must be true for this scenario in auto finance to come to pass

What critical conditions come to pass?

• The COVID-19 virus continues to mutate and evolve, and 
a working vaccine proves elusive, evading eradication

• The economy begins to recover in 2022

• There is a rash of auto loan defaults, and demand for 
new vehicles is depressed throughout economic 
recovery

• OEMs, dealers, and lenders prioritize self-preservation 
(e.g., OEMs reduce support to dealers)

Free for All

Government support is insufficient to fully protect vulnerable 

consumers and auto loans, and industry incentives prove 

inadequate to spur consumer demand.

Industry stakeholders do not develop a coordinated recovery 

plan; instead, they prioritize protecting their market share and 

managing cash flow.

OEMs retrench their business to cut costs; they cut R&D 

budgets, reduce support to dealers, sell off captive arms to 

global financial institutions, and focus on wholesale of vehicles.

Independent dealers struggle to survive and most are 

absorbed into multi-banner mega-groups that manage their 

own marketing, sales, and financing.

Lenders materially shrink their credit box and increase 

lending requirements (e.g., ratios, income verification), resulting 

in more consumers unable to access vehicle financing.

Description
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Free for All: Stakeholder Implications

OEMs

• The prolonged recession and 
consumers' limited need to 
travel keep new car sales 
severely depressed

• OEMs cut R&D and innovation 
budgets, reduce support to 
dealers, limit incentives and 
subvented loans, and focus 
on wholesale of vehicles

• In some cases, OEMs stop 
using dealers altogether in 
favour of more cost-effective 
distribution methods, 
including third-party digital 
retailers

• To access capital, OEMs 
consider selling captive arms 
to financial institutions

Lenders

• To manage balance sheet risk, 
lenders materially shrink their 
credit box and increase loan 
requirements

• With pressure on traditional 
revenue sources, lenders look 
for growth opportunities 
including new products (e.g., 
advisory) and cross-selling 
auto clients to more 
profitable products

• Lenders compete to partner 
with a smaller number of 
large dealer groups 
who require highly tailored 
and efficient financing 
services

• As physical interactions 
continue to be a health 
concern, end-to-end digital 
retailing is vital to success

• Without OEM support, 
independent and poorly 
capitalized dealers struggle to 
adapt their physical-first 
business models

• Larger dealers acquire 
smaller dealers to access new 
consumer relationships and 
become mega-groups that 
manage their own marketing, 
sales, and financing

• Lean digital retailers attract 
consumers with contactless 
purchasing and lower priced 
used cars

Consumers

• With insufficient government 
support, an increasing 
number of consumers miss 
payments, default on auto 
loans, and avoid originating 
new loans 

• As OEM and dealer roles shift, 
the consumer experience is 
disaggregated and confusing 
for potential car buyers 

• Consumers favour players 
who can offer convenient and 
cost-effective digital car 
purchasing, including less 
traditional players (e.g., digital 
used car retailers)
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