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China’s Recently Explosive Automobile Market Growth 
Slowed Considerably in 2008
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11%

PV=2.36Million PV=2.66 Million PV=3.23 Million

• Although 2008 2H growth has flattened, China PV sales are still up 9% YoY
• Passenger vehicles consistently represent the majority of total automobile demand
• China’s compact segment is still the dominant force (i.e. 34% of total PV in 2008)
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Source: CAAM auto market press release
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The Tsunami Struck
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The Crisis Has Brought Major Losses In Wealth And GDP Growth

(1) 2009 growth rate is March 2009 projection
Source: Asian Development Bank; Federal Reserve; Japan Economic Statistics, OECD; Prospect Magazine; Booz & Company analysis

OECD Economic Outlook - Impact on GDP
(GDP growth rate in percent) 

Wealth Destroyed by Crises
(As % of Corresponding Annual GDP) 

(1)
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The China Government Has Made Strong Commitment 
To Achieving Its 8% GDP Growth Target

Source: www.caijing.com.cn, Feb.,2009,  www.sina.com.cn

Boost Domestic Demand

Stimulate Backbone Industries

Increase Money Supply

Secure and Create Jobs

•Fiscal subsidy to farmers for 
electronics and vehicle replacement

•Car purchase tax rate reduction by 5%

•Tax and interest rate cut for housing 
transaction 

•Relax consumer credit to promote 
individual and family buying Export Slump

•Y/Y growth -9% in ’08

•Vehicle export see
the first drop over
past decade

Credit Crunch
•Money supply (M1)

dropped -12% in ‘08

Weakened 
Profitability

•Industry production
dropped -5.3% in ‘08

Increased 
Unemployment

• 20 Mil migrant 
workers lost jobs

• 6.1 Mil university 
graduates seek jobs

Impact of Global 

Financial Crisis

•New bank loans soar to 1.6 Trillion 
RMB in January as part of 5 Trillion full 
year plan

•Majority of government spending 
allocated to infrastructure and public 
insurance system

•Lowered bank interest rates by 5 times 
in 2008

•Eased deposit reserve ratio 
requirement of commercial banks

•Published stimulus plans of 10 key 
industries in Jan.-Feb.,2009

•Automotive, Light Industry
•Oil and Petrol Chemistry
•Electronics and IT
•Ship Manufacturing, Textile
•Machinery Manufacturing
•Iron and Steel, Logistics
•Mining/Metals 

•Encourage industry consolidation and 
technology upgrade

•Promote export and autonomous 
brand development

•Encourage development of 
medium/small enterprises and service 
industry

•Support SOEs to reduce job cuts

•Ease enterprise burden by suspension 
or exemption of social insurance fee

•Offer professional training to migrant 
workers and university graduates

St
im

ul
us

 
Po

lic
ie

s
Stim

ulus 
Policies

St
im

ul
us

 
Po

lic
ie

s
Stim

ulus 
Policies

http://www.caijing.com.cn/


Copyright © 2009 Synergistics Limited.  All rights reserved.

Source: Bloomberg; Literature Research; Booz & Company analysis

In 2009 China Exceeds US To Become The World’s 
Largest Auto Market
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As The Leading Automotive Market, China Has The Opportunity To 
Drive The Standards And Architecture For The Global Auto Industry

Shanghai: A Lean, Green Detroit

“… In acquiring a stake in BYD, Buffett broke a 
couple of his own rules. "I don't know a thing 
about cellphones or batteries," he admits. "And 
I don't know how cars work." But, he adds, 
"Charlie Munger and Dave Sokol are smart 
guys, and they do understand it. And there's no 
question that what's been accomplished since 
1995 at BYD is extraordinary…”

Source: Fortune; Literature ResearchSource: Newsweek; May 4, 2009
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China Has A Clear And Compelling Need To Reinvent
The Propulsion Technology Of The Automobile

h Air Pollution 
– Bejing, Xi’an, Shenyang, Shanghai and Guangzhou have been listed 

among the Top 10 cities with the worst air pollution.  The massive growth 
of the automotive market only adds to the problem. 

– The rapid growth of the automotive market worsens the problem. For 
example, Beijing’s automobile industry contributed 73% of the overall 
pollution problem in 2003. 

h Energy Consumption
– China imports two-thirds of its oil, and its ever-increasing thirst has had a 

dramatic impact on global energy prices. 

–The gasoline and diesel consumption has accounted for half of the total 
consumption of petroleum products.

h Traffic Congestion
– In the light of the current rate of development and gas consumption level, 

China will have over 150 million vehicles and petroleum consumption will 
exceed 250 million tons in 2020.

For alternative propulsion technologies such as clean diesel, hybrid 
and electric vehicles, China does not lead the technological development
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Starting 10 Years Ago, CNG And LPG Vehicles Were Promoted, 
But It Was Not Considered A National Strategy

h Milestone in Phase 1: Clean Auto Action (1999-2002)
h Investment: 100 Million RMB

Background 

The government then did not
put forward specialized 
requirement for new energy 
vehicles

New energy vehicles did not 
serve for national strategy

Main Tasks

In 1999, Beijing, Xi’an, Shenyang, Shanghai and 
Guangzhou were listed in the World Top 10 Cities with 
Worst Air Condition

Improving the air pollution in big cities by:
- Improving the emission of fossil fuel vehicles to meet

Euro II Standard
- CNG and LPG vehicles’ R&D and demonstration
- Other CAFV’s R&D
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Since 2002, A 3×3 R&D Mechanism Was Initiated To 
Develop EVs Through The 863 Program

Source: MOST

h Milestone in phase 2: Electric Vehicle Key Project in 863 Program
during 10th five-year Plan (2002-2006)

h Government Investment: 880 Million RMB

3×3 R&D Mechanism Achievements

• 26 national standards established
• 796 patents applied

Vehicle 
Development

Demonstration

Others

• BEV and HEV started  
demonstration in 7 cities

• Prototypes of BEV, HEV and FCV 
developed
• BEV and HEV are qualified to be 
produced

Powertrain Control System

FCEV

Electric Drive Motor

Traction Battery

Whole 
Vehicle 
Platform

Key

Tech

HEV BEV
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h Milestone in phase 3: Energy Saving and New Energy Vehicle Key Project in 863 
Program during 11th five-year Plan (2006-2010)

h Government Investment: 1.1 Billion RMB (for 2006-2008)

New R&D Mode of 863 Project in 11th Five-Year-Plan:

Electric Drive System

Vehicle Platform

Product
Development All types of vehicle products

FCEV HEV BEV

Fuel cell engine, traction battery, ultracapacitor...

Drive motor, motor driving system, engine...

New material, new component, infrastructure...

Key 
Technology 

for CAFV
Basic Technology

Public Support 
Platform

Test, standard, policy, demonstration, financing, intellectual property, 
technology Information

Battery Technology

CAFV

Source: MOST

Since 2006, All Types Of New Energy Vehicles Are Listed On The 
New Round Of 863 Program And A New R&D Mode Is Framed
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With This Structure, China Has Made Progress In Development 
Of Key Technologies, But More Effort Is Needed On OEM Side

National 863 Electric Vehicle Key Project National 863 Energy Saving and New 
Energy Vehicle Key Project

BEV

HEV

FCEV Car: prototype developed by Tongji University
Bus: prototype developed by Tsinghua 
University

Demonstration: UNDP in Shanghai and Beijing 
Infrastructure: 2 filling station in Shanghai and 

Beijing

A few models were developed under government project
More and more OEMs are involved in initiative
More efforts for commercialization are made 

Car: small scale production and export
overseas

Bus: demonstration on Beijing city bus line

Car: OEMs and universities developed more prototypes

Infrastructure: State Grid are considering charge station 
construction 

Car: prototype developed
Bus: 400,000km demonstration in Wuhan

Car: Most local OEM released HEV launch plan
Bus: Two types are listed on the product bulletin

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

10th Five-Year-Plan 11th Five-Year-Plan
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China’s Ministry Of Science And Technology Is Driving A Plan To
Support Development Of “New Energy Vehicles” (NEVs) 

15

h In April 2009, Prof. Wan Gang announced an ambitious plan in Cooperation 
with the Ministry of Finance & the National Development and Reform 
Commission: 

– to promote the use of NEVs initially targeting 13 pilot cities, including Beijing, 
Shanghai, Chongqing, Changchun, Dalian, Hangzhou, Jinan, Wuhan, Shenzhen, Hefei, 
Changsha, Kunming, and Nanchang.

– to support the development of energy-saving technology for use in government 
fleets, including buses, postal, and sanitation vehicles.  

– to deploy 60,000 energy saving vehicles in China by 2012

h Key Objectives of Ministry of Science & Technology: 
– to promote industrial development and expansion of 863 project and HEV & EV 

development plan. 

– to technically support the development of NEV, R&D for NEV, and their promotion and 
industrialization. 

h Tenth Five Year Plan introduced goal to commercialize and industrialize 
EVs

–3 Vertical Plans: force assembly, driving electric motor and 
dynamic battery

– 3 Horizontal Plans: FCEV, HEV and EV 
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National Governments And Global OEMs Must Take Note Of China’s 
Commitment To Fund The Development Of Its NEV Infrastructure

h About 45% of China’s $588 billion USD 
stimulus plan is to be invested in projects 
related to developing China’s 
infrastructure, which includes support for 
a variety of clean car technologies.

h Therefore, local governments 
– support the development of energy-saving tech for use in 

government fleets, incl. buses, postal, and sanitation 
vehicles, 

– give priority to the EV, and 

– promote collaborations with business to develop 
infrastructure in NEV.

EXAMPLES
h Beijing: purchased 800 HEV buses from 

Beijing Foton. 
h Shanghai: hydrogen fuel cell car project was 

initiated by Shanghai Major Project Promotion 
Office as 2008 Olympics project.

h Jinan: promotes NEVs and plans to use HEV 
buses to replace some of the old bus system 
to meet the requirement of National Sports 
Meeting in the fall.

h Shenzhen: is going to establish a charging 
station in the downtown area for NEVs and 
F3DM duel mode EV was first launched in 
Shenzhen which is the first mass produced 
duel mode EV in the world.

h Wuhan: becomes new energy resource 
experimental unit for Nissan, and Nissan will 
contribute 300 HEV buses in the city. 

h Chongqing: bought 10 HEVs from Changan 
Group

h Changchun & Dalian: Partnered with FAW

863 Projects Undertaking Units Initiative BEV R&D Units

Beijing Keling

Tianjin Qingyuan

Zhejiang Wanxiang

Wuhan 
Dongfeng

Tsinghua University

Beijing

Tianjin

Hangzhou
Wuhan

BEV Demonstration Cities

Demonstrations are located in 
the same cities of 863 Project 
undertaking units
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In Line With Government Mandate, Many Local Brands Participate In 
NEV Development, Some With Support Of Foreign Partners

Share Minority
License Manufacturing
Joint Venture

Share Majority

Local brand 
engaged in NEV

Overseas 
company engaged 

in NEV 

http://www.mitsubishi.co.jp/
http://auto.sina.com.cn/salon/HAINANMAZDA/HAINANMAZDA.shtml
http://www.qiche.com.cn/product/search_list.php?keyword=%E7%B4%A2%E7%BA%B3%E5%A1%94
http://www.qiche.com.cn/product/search_list.php?keyword=%E5%A8%81%E9%A9%B0
http://auto.sina.com.cn/salon/DAEWOO/DAEWOO.shtml
http://www.symd.de/default2.asp
http://www.nissan.com.cn/
http://www.chrysler.com/en/
http://www.jmcg.com.cn/
http://www.suzukiauto.com/index.php
http://www.saicgroup.com/Chinese/index.shtml
http://www.qiche.com.cn/product/search_list.php?keyword=%E6%9C%AC%E7%94%B0%E9%9B%85%E9%98%81
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BEV HEV BEV HEV

BEV Bus under 
Research

Covered Area Focus Area

Initially Required By Government, Now Developing NEV Is
Gradually Integrated Into OEMs Long-term Strategy 

http://cn.autoblog.com/photos/roewe-750-hybrid/
http://auto.lifan.com/UploadFiles/20070423030127.jpg
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In View Of The Large Market Potential In China, Foreign OEMs 
Are Prioritizing NEV Development In China

Launch productR&D in ChinaConcept introduction

Touran HEV

Civic HEV

Prius RX400h LS600h

Fuel-cell bus

Product Promotion Cooperation with 
Chinese partner

LaCrosse HEV •Establish 2 NEV R&D 
centers in China
•Cooperate with SGM and 
PATAC to develop new 
HEV

•Support the HEV R&D 
work of CATARC

•Take advantage of SVW to 
cooperate with SAIC to 
develop Touran HEV

June 25, 2009

General Motors will build the 
Chevrolet Volt extended-range 
electric car in China beginning in 2011 
as part of the automaker's plan to roll out 
its revolutionary technology in a 
wide variety of vehicles around the world, 
the newsletter AutoBeat Asia reports.

All Volts built in China are to be sold 
there.

http://images.google.cn/imgres?imgurl=http://www.soton.ac.uk/international/ccc/Pictures/Chinese-Uni-Logos/Tsinghua2.gif&imgrefurl=http://www.soton.ac.uk/international/ccc/ccclinkschinese.html&h=500&w=1200&sz=221&hl=zh-CN&start=1&um=1&tbnid=H75cicnZGsGRLM:&tbnh=63&tbnw=150&prev=/images?q=%25E6%25B8%2585%25E5%258D%258E%25E5%25A4%25A7%25E5%25AD%25A6+logo&svnum=10&um=1&complete=1&hl=zh-CN&newwindow=1&sa=G
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China’s Push for Electric Cars Was Clearly on Display 
at This Year’s Shanghai Motor Show

21
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BYD Has Introduced The First Mass Produced Plug-in EV To Use 
A Home Outlet, Yet Market Acceptance Remains Challenging

h BYD F3DM & F6DM
–Convertible between EV and HEV modes
–Market launch in 12/2008 (Fleet orders only)
–Retail sales to begin in 9/2009
–MSRP: RMB 149.8K
–Combined total power output: 125kW
–Acceleration 0-100km/h: 9 sec.
–Charging time: 7 hours with normal household 

power outlet
–Max. distance for one charge: 100 km
–Sales available in 14 1st-tier and 2nd-tier cities 

in China

Source: www. bydauto.com.cn
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Conclusions:  Driving Market Acceptance

h Consumer acceptance of new energy vehicles is major challenge  
–While the infrastructure investments already described will help tip the scales in 

favor of new energy vehicles, consumers must also be convinced that the price and 
performance of the new energy vehicle can in fact meet their expectations.  

–As a national priority, we can expect the China government to help by offering 
incentives for the retail consumer to purchase new energy vehicles.  

–Chinese consumers have less experience with gasoline-powered cars, and are 
already accustomed to short distance, low-speed commuting – conditions very 
favorable for electric cars.

h The China government’s willingness to invest in the infrastructure to support 
alternative propulsion technology will ultimately help drive demand side market 
acceptance 

–This is where China has the opportunity to take the lead, and that will drive supply
side investment in new technology  

–For the development of NEVs, the infrastructure must come first - and this will drive 
supply-side innovation

24

It takes a combination of business and government working together 
to make this revolutionary change possible and nowhere in the world 

is there a closer link between business and government than in China.  
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Acronyms

NEV: New Energy Vehicle

PV: Passenger Vehicle

EV: Electric Vehicle

BEV: Battery Electric Vehicle

HEV: Hybrid Electric Vehicle

FCEV: Fuel Cell Electric Vehicle

CAFV: Combustion Alternative Fuel Vehicle

OEM: Original Equipment Manufacturer

UNDP: United Nations Development Programme
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Note: Passenger vehicles contain sedans, MPVs and SUVs
Source: EIU; Global Insight, OPEC, DGS Report, Booz & Company analysis
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China Has Become The New “Engine Of World Economy”,  
Which Supports The Strong Growth Of China Auto Market
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