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0. Executive summary

End of subsidies in China slows
global BEV growth

Although BEYV sales in all 19 analyzed markets increased by 24% in the first quarter of
2023, in comparison with the corresponding quarter last year, the growth fell some way
short of the stellar figures from recent years. This is mainly due to the sharp reduction
in BEV sales growth in China during this period. Given the overwhelming dominance of
the Chinese market, which accounted for 62% of BEV sales in all analyzed markets
combined, any slackening of growth in that country has an inevitable impact on global
figures.

BEV sales in China grew by 15% in Q1 2023 vs. Q1 2022, still an impressive
performance when one considers that total sales of all powertrains in that country
actually went down by 7% over the same period. However, BEV sales growth
nevertheless fell some way below that recorded in previous quarters. Many Chinese
consumers had rushed to buy BEVs before the termination of the government subsidy
at the end of 2022, and there was bound to be some slowdown of demand immediately
following this change.

In general, BEV sales growth was much higher in countries that have been followers,
rather than leaders, in the plug-in revolution. This is perhaps to be expected, given
how much ground they have to catch up. For example, BEV sales grew in Turkey by
251% in Q1 2023 vs. Q1 2022, by 158% in Australia, and by 119% in India.

Of the high-volume markets, the United States recorded the highest BEV sales
increase (64%), continuing its rapid growth over the last couple of years. There were
almost one quarter of a million BEV sales in the US in the first quarter, overtaking full-
hybrid sales for the second time ever.

A major BEV growth area in the future will undoubtedly be the fleet market. However,
to maximize this opportunity, OEMs will need to produce more electric equivalents of
popular fleet models.
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Almost two in three BEV sales
in all analyzed markets in the
first quarter of 2023 were
recorded in China

62%

China BEV sales in Q1 2023 as a
proportion of sales in all analyzed markets




1. News and highlights

European OEMSs focus on entry-level BEVs to capture mainstream market

OEMs move to cater for different consumer

Electric vehicle manufacturers in Europe have
generally focused much of their energies on the luxury,
sporty end of the market. However, recent models
indicate that this is starting to change, and that OEMs
are now seeking to offer a range of more affordable,
entry-level vehicles to attract the mainstream
consumer.

The VW ID.2 will be one of the lower priced models on
the market when it arrives in 2025, priced at around
025,000. It is likely to undercut some of the current
assortment of cheaper BEVs, such as the Renault Zoe
and Fiat 500 Electric.! VW is also aiming to launch
another model at an even lower price, the ID.1, set to
be the smallest among V W6 BEV range when it
becomes available only around 2026.2

Meanwhile, Renault is revamping its once best-selling 5
supermini in the form of a low-cost BEV, the new
Renault 5. Although not yet confirmed, the price is
expected to be no more than 025,000.3
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Chinese OEMs, which have proven expertise in making
small, affordable cars, are now eyeing the budget
segment in the European market. A tough competition
or this territory between established European brands
and new Chinese entrants is on the horizon.*

Circular solutions continue to be sought

Batteries can account for up to half of the cost of a
BEV. If OEMs are able to bring the cost of batteries
down, then the vehicles will become more affordable
and more likely to be purchased by the mainstream
consumer.

Not only are BEV batteries expensive to manufacture, it
is often impossible to repair even slight damages after
accidents. Insurers are therefore forced to write off the
vehicles, forcing premiums up dramatically and further
discouraging potential BEV buyers.® OEMs are
therefore looking to reduce costs through recycling, in
this way also benefiting the environment by confronting
the limited availability of important raw materials. For
example, BMW is committed to a policy of recycling
raw materials from cars and other products in
collaboration with its partners.®

Others have announced plans to build new facilities of
their own. CATL is set to build a new battery recycling
and materials processing centreinChi naé s

7Just Auto, 30 January 2023; 8 Reuters, 3 March 2023; ® Automotive News, 6 March 2023

Guangdong province, recovering minerals from end-of-
life batteries.” Likewise, Mercedes-Benz has started the
construction of a new battery recycling factory in
Kuppenheim, Southern Germany.8

Green-conscious governments are keen to encourage
these developments. The battery recycling start-up,
Redwood Materials has secured a conditional US$2
billion loan from the US Department of Energy to help
build its US$3.5 billion battery recycling complex in
Nevada.®

Constant growth recorded in battery innovation

Strategy& research reveals that BEV players are
permanently focused on making battery production
more cost-efficient and sustainable. The research,
based on the IP portfolios of the leading suppliers and
OEMs, shows that battery-related patent filings have
increased constantly over the last twenty years, with a
CAGR of 20%. Approximately 60% were filed by
suppliers and 40% by OEMs themselves. Asian players
are at the vanguard of this battery innovation with
emerging players, such as CATL, with their European
and US counterparts lagging behind.

Battery-related
patent filings
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1. News and highlights

Protectionist measures increase as countries look to secure EV future

Governments act to boost local BEV markets

Aware that the BEV market will play a pivotal role in
their future economies, and very vigilant in particular
about potential Chinese dominance, governments
throughout the world are lending a helping hand to local
companies.

According to reports, South Korea is revising its BEV
subsidy plan in a way that is said to favor locally
manufactured cars over imported ones. The
government will provide subsidies based on levels of
vehicle performance, after-sales service infrastructure
and battery energy density. Foreign OEMs operate
fewer charging and other service centers in South
Korea.l

The Indonesian government has drafted legislation to
cut sales tax from 11% to 1% on locally assembled
BEVs.? In Turkey, the government has announced that
it will impose an additional 40% customs duty on BEVs
made in China.®

Investment pours into charging infrastructure

National governments, local authorites and BEV
companies continue to prioritize the development of
charging infrastructure.

The US government will provide US$2.5 billion over five
years to cities, counties and local governments
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to introduce charging stations.* The Canadian
government has announced federal investments
totaling nearly $15 million (US$11.2 million) for the
installation of more than 2,350 EV chargers, 2,100 of
which will be installed across the Greater Toronto
Area.> Meanwhile, China has doubled the number of
the ¢ 0 u n tchayging points for BEVs to 5.2 million
during 2022. In total, there are now 3.4 million private
charging points and 1.8 million public charging points in
the country.®

From a company perspective, Fastned has won
E u r o pfiestdtender for BEV-only service stations in
relation to two locations on a highway near Ghent in
Belgium. As well as offering charging facilities, the site
will also host additional services, such as toilets and
cafes.”

BP has revealed plans to invest US$1 billion by 2030 in
BEV charge points across the US.8 Nio intends to build
1,000 battery-swapping stations in China in 2023 to
bring the total number of such facilities to 2,300.°

Tesla says it will open up a proportion of its US BEV
charging network to rival brands. At least 7,500
chargers from its network will be available for all BEVs
by the end of 2024, helping the government to expand
the ¢ o u n tchasgidgsinfrastructure.®

Prices of battery raw materials fall

The cost of cobalt and lithium, two key commaodities for
manufacturing BEV batteries, has been falling recently.
For example, the price of cobalt has more than halved
since the spring of 2022 due to reduced demand from
the peak of the COVID-19 pandemic and a significant
increase in production (forecast to jump by 38% in
Congo in 2023).11 Similarly, the cost of lithium has
dropped by nearly 20% since January 2023.12 It is
hoped that these developments, and the development
of cheaper chemistries such as lithium ferrous
phosphate (LFP), will cut the cost of batteries and
therefore BEVs. CATL is reportedly offering to supply
some of its BEV company clients with batteries that
involve a guaranteed lithium carbonate price at just a
third of its high from November 2022.13
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