Inflation Is Forcing Automotive

Suppliers To Rethink Their
Pricing Models

Automotive suppliers are facing
significant cost increases.
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Since the start of the COVID-19 pandemic, there has been a decrease in vehicle
demand causing many automotive suppliers to suffer from reduced production
volumes and overcapacity.

In addition, ongoing supply chain disruption is leading to high call-off volatility.
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The combination of surging cost, lower demand, and higher
volatility heavily affects suppliers’ Profit and Loss
statements (P&L).
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Retroactive customer distribution and new pricing models are needed to balance
out rising costs and lower volumes:
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New pricing going forward
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+ Gain transparency on development per cost type « Calculate new adequate prices
« Prepare cost walks and volume walks « Develop flexible pricing modelincl. indices
« Derive required customer contribution « Consider measurability and simplicity
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The share of cost increases transferred to customers directly impacts a suppliers’
financial position. Automotive suppliers who fully transfer cost rises to customers
can mitigate their financial risks.

Best suppliers transfer nearly all
cost increases to their customers

Low levels of cost transfer
to customers endanger
financial position
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Having the right approach is critical to achieving positive
negotiations results with your customers. For maximum
results businesses need to...

Rigorous implementation
Strictly implement your

strategy. \Qq

New people’s
involvement

Include top management
commitments.

Tight but
realistic timeline

Effectively build and
communicate a timeline.

Convincing storyline

Build a storyline based on
facts and key messages

Comprehensive
approach

Consider all key
data, events and
developments.

Fact pack

Have a detailed
. . analysis available
AIm hlgh as ‘ammunition’.
Realise major
improvements

fast.

For more information or to learn more, please contact:
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