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The consequences of the March 2011 earthquake and 
tsunami have been severe for the Japanese people, 
country and economy, and Japan is currently going 
through one of the worst crises in its history. 

As hard as it is to get back to the daily routi ne under 
these circumstances, it is necessary for us to consider 
the potenti al impact of these events on the automo-
ti ve industry. Polk has examined this issue and presents 
its revised forecast assumpti ons, as well as its esti mate 
of the potenti al impact on the automoti ve industry. It 
should be kept in mind, however, that the news can 
change at any ti me, and these changes may result in 
altered scenarios.

Assumpti ons
We entertain the following assumpti ons:

• A massive nuclear disaster, which would have grave 
inter-regional consequences for the populati on and 
the economy, will be avoided.

• The earthquake, tsunami and reactor incident will 
have a regional and temporary impact.

• Japan’s economy will go through a temporary shock, 
including a stock market crash and temporary 
producti on losses, aft er which many companies will 
begin to make up ground.

• However, a grave impact on the global economy in 
2011 is not expected.

• Investments to rebuild infrastructure in the aff ected 
regions are progressing relati vely quickly. However, 
the structural impact is grave and the fi nancial 
impact is not yet foreseeable, but a tax increase will 
be necessary to fi nance reconstructi on. 

• The strength of the Yen will make things even 
more diffi  cult for Japan’s heavily export-oriented 
economy.

The impact on the automoti ve industry aff ects the 
enti re value chain. Suppliers and manufacturers have 
temporarily suspended producti on. As of this writi ng, 
there conti nue to be interrupti ons in the supply of 
criti cal parts impacti ng vehicle producti on in nu-
merous global markets. Passenger vehicle demand 
will experience a structural break as a result of the 
aforementi oned events. The impact of this break will 
be exaggerated at fi rst by supply shortages aff ecti ng 
manufacturers and the psychological consequences of 
the disaster, aft er which demand will begin to recover. 
Replacement demand is parti cularly high in the regions 
aff ected by the disaster.

We have therefore revised our forecast for the Japa-
nese market as follows:

• The demand slump which began in March 2011, 
undoubtedly will aff ect the coming months. For 
2011 as a whole, passenger vehicle demand is now 
expected to be 3.1 million units, 22% less than 
before the disaster.

• The negati ve impact will gradually subside as the 
year goes on, but the market’s general trend level is 
expected to decrease.

• Repairing the damages caused by the earthquake 
and the fl ooding will require a fi nancial eff ort which 
will presumably necessitate tax increases and, 
consequently, reducti ons in disposable income. As a 
result, we have reduced Japan’s long-term demand 
trend by about 450,000 units a year. 

• Passenger vehicle demand will presumably exceed 
this new long-term demand trend starti ng in 2014 
as a result of pent-up demand. Nevertheless, 
demand will miss the old forecasts by an esti mated 
360,000 units in 2014 and 220,000 units in 2015.
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Figure 1: Short-term Development – Original versus Revised Japanese Market Forecast (2011–2012) 
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Japanese Market Profi le
The Japanese passenger vehicle industry can be 
roughly described with the following characteristi cs:

• It is largely a saturated market; high percentage of 
replacement demand (over 90%), low new demand

• Low import rate (less than 5%)

• Domesti c producti on is about twice as high as 
domesti c demand

• Roughly half of all domesti c producti on is exported

• The largest export market is the American conti nent, 
followed by Europe and other Asian markets

• Japanese manufacturers have the ability to parti ally 
off set lost producti on in Japan by increasing produc-
ti on in foreign plants

We do not expect a measurable decrease in demand 
for Japanese models in the country’s export markets 
and, if so, this eff ect will be short-lived. We also see 
the current decrease in producti on among interna-
ti onal OEMs due to the inability to obtain electronic 
components from Japan as a temporary phenomenon. 
Our forecast does not take into account the potenti al 
impact of shortages on electronic components which 
may drive their component costs upward.

Based on these assumpti ons, the impact of the disaster 
in Japan on the automoti ve industry will be largely lim-
ited to a loss of demand within the Japanese market.
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Figure 2: Medium & Long-term Development – Original versus Revised Japanese Market Forecast (2011–2020)

2011–2013:
Strong negati ve 
eff ects

2014–2018:
Slight eff ects due to 
pent-up demand

For the whole forecast period: Structural change
of ~ 450,000 new registrati ons per year

Impact on Used Vehicle Demand

The Japanese used vehicle market will not 
have signifi cant impact on the movement 
of the new vehicle market. As used 
vehicles are more aff ordable, especially for 
those who have been severely hit by the 
earthquake, there is no doubt that strong 
demand for used vehicles currently exists 
and will for some ti me. 

Already a shortage of used vehicles has 
bott lenecked. As the Japanese vehicle 
market has been weak for the last couple 
of years, it is likely that trade-in vehicles 
supplying the used vehicle market will 
decrease. In additi on, the Japanese 
government is considering off ering 
exempti ons from vehicle acquisiti on tax and 
vehicle weight tax for those replacing their 
vehicles in highly damaged areas. 

Considering this, price hikes are expected 
on used vehicles due to a supply-demand 
imbalance and new vehicles will become 
relati vely more aff ordable with tax breaks, 
meaning that the price advantages of 
a used vehicle over a new vehicle will 
diminish. Therefore, we foresee that the 
used vehicle market will not eat away 
vehicle replacement demand from the new 
vehicle market in the short term. 


