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Over 13 vyears ago an episode of
US sitcom The Office aired in which
Michael Scoftt tried to raise the alarm
surrounding China's impending
global dominance, and in 2023
China dominated a new market -
Electric Vehicles. In the final quarter
of 2023" Chinese Electric Vehicle (EV)
manufacturer BYD outsold the western
incumbent Tesla, to become the world’s
top selling electric carmaker.

With BYD leaving Western carmakers
as roadkill, other Chinese firms like
Geely (which owns Volvo, Polestar, &
Lotus) are breathing down the necks of
long-standing European and American
brands such as Volkswagen and
General Motors and are already larger
than neighbours South Korea’s Hyundai
and Japan’s Nissan. Xiaomi, a Chinese
tech company known for its mobile
phones is steering into the space, a
decision that Apple and Google have
contemplated over for many years.

In 2017 BYD only produced 420,000
cars (mainly internal combustion
engines), so what has led to the rapid
ascension? There has been a massive
amount of state support from China
to help homegrown manufacturers
with generous subsidies fotalling over
$50bn, along with billions of dollars in
financing via cheap loans and equity
stakes. The state support coupled with
China’s domination in the production of
lithium-ion batteries, a key component
for an EV, has helped Chinese firms
gain economies of scale and pricing
advantages over western counterparts
in the Chinese market. China is the
biggest market for carmakers, with
foreign brands enjoying a 50% market
share of the domestic Chinese car
market. When it comes to EVs however,
domestic manufacturers dominate,

with? Chinese brands holding an 80%
share within EVs according to UBS.

Chinese brands often have better
technology, with new models updated
frequently to reflect changing tastes, a
desire for better infotainment systems,
and thanks fo the economies of scale
they now enjoy, Chinese EVs can be
much cheaper than their Western
counterparts giving them a route fo
increasing market share in Europe and
the US by offering better fechnology
for cheaper. BYD is looking fo expand
its European production capacity,
adding to its existing factory in Hungary
to counter moves by European
governments fo impose tariffs. The
same is happening in Mexico, with
Chinese carmakers scouting production
locations to find a way around the USA’s
punitive import tariffs.

It would seem that CEOs of Western
carmakers have been asleep at the
wheel when it comes to their new
competition. For how long European
marques such as Volkswagen and
BMW can keep on relying on their
brand allure remains to be seen. A
recent study by ALD Automotive® found
86% of UK respondents said that brand
was not a primary consideration, with
drivers valuing price and reliability
above all else.

As EV sales begin to moderate in the
UK after a very inflationary couple
of years?, it will be inferesting fo see
whether consumers start to switch to
the cheaper Chinese brands to do
their bit for the environment - leaving
the traditional brands in the rearview
mirror.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



