
How M&A, joint ventures and alliances can 
help chemical companies capitalize on a 
rapidly expanding electric vehicle market

The EV revolution 
is in full swing. 
Are chemical 
companies ready?

Chemical companies have long been critical players in the global automotive 

ecosystem. Is the growing shift to electric vehicles a threat to chemicals companies’ 

position as a vital automotive supplier? It could be for those that don’t move quickly 

enough to adapt their business models and product portfolios to the unique 

requirements of electric vehicles (EVs) and the companies that make them.  
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The automotive industry is a critical end market for chemicals. It accounts' for a significant source of 
revenue for chemicals producers. This market is undergoing a seismic shift as EVs are poised to command 
a much bigger share of automotive original equipment manufacturers’ (OEMs) offerings. A combination of 
emissions regulations, new mileage standards and consumer and business incentives is expected to 
dramatically boost overall EV sales globally in the next five years (Figure 1).
 
In the United States, for example, there are proposals to increase investment in clean energy. These policies 
could spur EV sales to 4 million units, or 25%, of total new car sales by 2026.1 The country’s largest car market, 
California, has mandated ending sales of new gasoline- and diesel-powered passenger cars by 2035, putting 
further pressure on the auto industry to accelerate its shift to EVs.2

 
In China and Europe, while using regulations to chase aggressive emissions targets, it has been seen that the 
introduction of subsidies have driven stronger EV sales. Norway is a great example. Despite being oil rich, the 
country has the highest EV penetration in the world, with roughly 60% of new cars sold being EVs.3 Norway 
incentivized EV adoption by not just lowering the cost of EVs, but also raising the total cost of ownership of 
traditional internal combustion engine (ICE) vehicles through higher taxes on gas- and diesel-powered vehicles. 

Figure 1: EV growth outlook 2020-20254
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North America Europe Asia-Pacific

China 
~50-55% of current EV sales, estimated ~30% CAGR as China continues 
investment in infrastructure and extends purchase-tax incentives.

EU
~25-30% of current EV sales, estimated ~25% CAGR as it maintains market 
share amidst high purchase incentives and regulatory tailwinds.

US
~10-15% of current EV sales, estimated ~25% annual growth, projected to gain 
market share due to plans to resurrect and advance the federal fuel economy 
standards, as well as to increase the EV tax credit cap.

The EV revolution
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New challenges and opportunities for the ecosystem

As OEMs accelerate their shift to battery-powered vehicles, the entire automotive ecosystem will feel the effects. 
OEMs will need to collaborate with new players, and work with existing players in new ways, to develop a 
consistent offering of vehicles, services, and reliable public and private charging infrastructure.5 

For chemical companies, the eMobility transformation means meeting accelerating demand for EV-specific 
chemicals and materials requirements (Figure 2). For example, while engineering plastics will continue to be 
used, a focus on EVs will reduce the demand for complex ICE components such as rubber hoses to transport 
auto fluids and fuel additives, and advanced engineering polymers designed for the higher heat emissions in 
ICE vehicles. This trend toward new plastic compounds and masterbatch applications in thermal management 
systems, and electrical power and motor components, will encourage chemical companies to continue 
downstream expansions into high-performance and composite materials, such as carbon fiber.

Figure 2: Key chemical companies’ opportunities: 2020-20256

Passenger EVs: Demand for light-weight plastic compounds and masterbatches 
should be mostly complementary to traditional ICE automotive builds; additional 
demands for flame retardance, electrical insulation and thermal management should 
drive more specialized plastic compound growth.

Commercial EVs: Fast growth and demand for similar materials to passenger EVs 
should be complementary to traditional ICE builds; challenges with battery range 
required for trucks may lead to small addressable market in the forecast period.

Autonomous EVs: On-vehicle and traffic system components will continue to grow. 
A complex regulatory environment likely means that a small addressable market is 
anticipated in the forecast period. Integrating light detection and ranging (LIDAR) 
sensors—required for autonomous navigation—will drive growth of thermoplastics 
for auto exteriors.

Lightweight Materials: Demand for lightweight plastic compounds and 
masterbatches should be mostly complementary to traditional ICE automotive builds; 
additional demands for flame retardance, electrical insulation and thermal management 
should drive more specialized plastic compound growth.

Interior Design Enhancements: In-vehicle features for advanced screen displays will 
drive the need for advanced materials, such as dashboard plastics, seating fibers and 
information display screens.7

The EV revolution
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This secular shift in the market 
will, in turn, require new strategic 
partnerships, joint ventures, 
and alliances among chemical 
companies, OEMs and suppliers. 
Such relationships are already 
emerging as key players in the 
industry, striking deals to address 
supply challenges.

 
For example, OEMs continue to invest in 
manufacturing partnerships, such as EV-battery 
JVs or have entered into agreements to supply 
battery cells for future EV models while chemical 
industries have been providing key materials for 
battery production. Advanced material suppliers 
such as Ionic Materials sells its polymer to the battery 
industry, which enables the company to reach the 
broadest market segments and play a key role in 
the ecosystem of cell manufacturers serving those 
markets. We can also find chemicals companies 
such as BASF partnering with the mining group 
Eramet to process nickel and cobalt, as the two 
companies step up their ambitions to supply the 
EV industry.8

  
The speed of technological disruption and the 
investments required for differentiated products, 
services and sectors are also driving M&A activity 
for high-growth, end-market assets, including 
composite materials; coatings, adhesives, sealants, 
and elastomers (CASE); and polymers. One recent 
example is Ingevity Corporation’s acquisition of the 
Capa™ caprolactone division of Perstorp Holding AB, 
which grows Ingevity’s CASE intermediates portfolio 
and adds engineering polymers to its product lines.9

 

The EV revolution

Electrification of the product portfolio is only the 
first step in a longer journey toward fully sustainable 
and circular mobility systems. There are compelling 
strategic opportunities for chemical companies 
to gain first-mover advantage around long-term 
environmental, social, and governance (ESG) 
trends through bolt-on acquisitions of players 
in the downstream recycling industry. 

Some chemical companies acquire purification 
solutions that help their automotive industry EV 
manufacturers to comply with emission regulations 
while others have been acquiring recycling activities 
to enhance polymer production capacities. Deals 
such as these can be critical for chemical companies 
that want to become go-to resources for battery 
recycling (i.e., recovering materials for battery 
manufacturing) or second life applications (i.e., 
repurposing batteries for new use).

Further on the horizon are autonomous electric 
vehicles, which will require design and structural 
changes that emphasize interior space usage and 
lightweight materials. This will create opportunities 
for chemical companies to partner with OEMs to 
develop new interior features, including integrated 
displays, panoramic roofs, and ambient lights. 
Furthermore, regulatory changes that lessen 
crash-test requirements for vehicles could create 
the need for advanced composites, polymers, and 
lightweight steel alloys—new areas for innovation 
that chemical companies can pursue. And, there 
will be demand for materials related to the sensors, 
detectors and actuators required for the “self-driving” 
element and interacting with the external 
environment. 
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Preparing for the EV future—today 

Chemical companies will play a critical role in the eMobility value chain, such as in technical vehicle innovations 
around battery performance. These new component advances will require new supply concepts, as EV-specific 
innovations (from materials in a lithium-ion battery to its housing and cooling units) will shift production and 
sourcing for key materials such as lithium, copper, and specialized plastics. By extending their offerings, chemical 
companies can harness the opportunity to be part of these new value streams—which will be absolutely vital as 
chemical companies’ currently robust business in the ICE market begins to decline along with sales of ICE-based 
vehicles. Through collaborative business models such as joint ventures and alliances, chemical companies can 
partner with OEMs and develop a differentiated plastics and materials portfolio. And with an aggressive M&A 
push, chemical companies can acquire assets that are critical to meeting the strategic demands of a shifting 
industry for advanced material systems.

As they plot their course for the future, chemical companies should keep three key value drivers in mind:

Technology and materials offer
Chemical companies should allocate an application development team (AppDev) 
to EV-specific product development and formulation innovation. They should also 
use M&A to target captive and sourced access to differentiated volume (polyamide, 
polyesters, thermoplastic vulcanizates, thermoplastic polyolefins and acetal), 
application properties (flame retardant, electrical shielding and thermal 
management), and specialized resin-additive-color materials.

Downstream value-chain integration
Growth in the EV market will require both establishing partnerships with key 
ecosystem players and using bolt-on acquisitions to expand commercialization 
models and secure access to new regions, market segments, products, 
and technical applications.  

Go-to-market model 
Dedicated regional EV OEM key account teams—which include marketing, business 
development, sales and AppDev technical resources—will enable companies with 
complementary products to sell across their customer bases, thus increasing their 
share of OEMs’ wallet.

The EV revolution
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https://www.marketwatch.com/story/the-big-challenge-to-bidens-electric-vehicle-pledge-every-state-is-different-11612389231

https://www.gov.ca.gov/2020/09/23/governor-newsom-announces-california-will-phase-out-gasoline-powered-cars-drastically-reduce-demand-for-fossil-fuel- 

in-californias-fight-against-climate-change/

Douglas Broom, “60% of cars sold in Norway last month were electric,” World Economic Forum. Oct 9, 2020.

Source: https://www.accenture.com/us-en/insights/strategy/utilities-emobility

ibid.

ibid.

https://www.lgnewsroom.com/2020/09/lg-and-hyundai-collaborate-to-bring-home-convenience-to-electric-vehicles/

Source: Reuters as published on https://www.nasdaq.com/articles/eramet-basf-target-electric-vehicles-with-nickel-cobalt-project-2020-12-15

Source: https://www.ingevity.com/news/press-releases/ingevity-completes-acquisition-of-capa-caprolactone-division-of-perstorp-holding-ab/
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From strategic consolidation around battery 
materials and polymers to targeting 
end-market and application growth, chemical 
companies will need to adapt to a changing 
product landscape. One in which success 
means harnessing M&A and alliances to 
accelerate innovation and drive highly 
effective participation across the eMobility 
ecosystem. 

The EV revolution is 
truly in full swing. 
Make sure your 
company is ready 
to capitalize on it. 

The EV revolution

https://www.weforum.org/agenda/2020/10/norway-electric-cars-majority-sales/
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