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The world's a different place from what it was in 2001. Back then, the only jobs threatened by Al
were those of NBA players competing against Allen Iverson, Donald Trump was a registered
Democrat, and Chinese consumers bought about 700,000 new passenger vehicles. Today, the so-
called Al that's threatening jobs is a multitude of large language models masquerading as artificial
intelligence, Donald Trump is serving his second term as a Republican president, and Chinese
consumers are on track to buy north of 30 million new vehicles in 2025.
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NEW-CAR SALES IN CHINA
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For years, the rapid growth of new-car sales in China filled the coffers of foreign automakers. For
instance, the Volkswagen Group's China arm saw its operating profits balloon from roughly $143
million in 2006 to almost $3.4 billion in 2011. That year, foreign automakers accounted for 67
percent of the new-car market in China. Through the 2010s, domestic brands made some inroads,
but even in 2019, foreign companies still held 62 percent of the market. The tides turned fast,
however, and within a few years, Chinese automakers took the lion's share. Now two out of three
new cars sold in China are from domestic brands.

For Sale Near You

How did non-Chinese automakers cede so much share of the world's largest market?
"Automakers lost ground because China treated autos and batteries as strategically vital
industries," says Usha Haley, PhD, a professor whose research lies in technology development
and the Chinese auto industry.
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Arguably, it was a 1979 Chinese law on equity and joint ventures that led this charge. The law
opened the country's new-car market to external investors. But it required foreign automakers to
enter joint ventures with local producers, and China later limited foreign investment to no more
than 50 percent of each collaboration. Where legacy automakers saw an opportunity for short-
term financial gain, China saw long-term benefits for its own automotive industry, as technology
transfer from the West would ultimately fall into the hands of the country's domestic automakers.

The fruits of this protectionist policy bore China more than just simple technological know-how in
assembling a vehicle; it also netted the country's auto industry insights into electric-vehicle
technologies. In 2009, China began incentivizing domestic production of battery-electric, fuel-cell
electric, and plug-in hybrid vehicles as part of a plan to lessen dependence on foreign oil. Though
manufacturers such as General Motors and Nissan initially protested the transfer of their plug-in
hybrid and EV technology into China, they eventually caved in the name of profits, transferring
some related tech to their Chinese partners to take advantage of the government stimulus and
keep their balance sheets in the black.
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TOP 5 IMPORTERS OF EVs MADE IN CHINA, 2024
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The result? "Domestic firms quickly absorbed this know-how and, with massive state subsidies,
leapfrogged into EV leadership," Haley says. "BYD, for instance, runs factories at 80 to 85 percent
utilization"—a number that optimizes per-unit costs—"and integrates its own batteries and chips,
allowing it to slash prices by over 30 percent while still expanding."
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With government support and vertically integrated supply chains, Chinese automakers such as
BYD are able to undercut foreign brands’ prices, as well as quickly adopt new technologies.

For its part, China eliminated the joint-venture requirement for foreign manufacturers of passenger
vehicles. Despite this, the government still does plenty to tip the scales in its own favor. Claire
Yuan, an S&P Global Ratings director, credits the Chinese government's policies that support
domestic automakers, as well as the rapid build-out of local supply chains and an expansive
charging infrastructure, for fueling the growth of home-market brands.

Bill Russo, founder and CEO of the strategy and investment platform Automobility Limited, puts it
this way: "In China, policy, capital, and companies move in lockstep." As a result, China's
domestic automakers are especially agile, capable of integrating new technologies into their
vehicles more quickly and under shorter development cycles than their foreign counterparts, which
are often hindered by some combination of external and internal politics.
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VW GROUP CHINA'S OPERATING PROFITS
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VW Group China’s operating profits (what it took home to Germany, essentially) peaked in 2014.
That year, VW Group China sold 3.68 million vehicles—more than eight times BYD's estimated
sales. A decade later, BYD sold 3.84 million vehicles in China, surpassing VW Group China’s
sales by more than 900,000 units.

With high U.S. tariffs on products from China, particularly EVs, as well as a ban on the sale of
connected-vehicle hardware and software from the country, the odds of a People's Republic brand
making headway in the U.S. auto market are slim. Elsewhere, though, Chinese automakers
continue to gain ground. In the European Union and the U.K., they accounted for 5.1 percent of
new-vehicle registrations through the first half of 2025, nearly double that of a year earlier, despite
EU tariffs ranging from 17 to 35 percent.
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At this rate, Chinese manufacturers could take the majority of Europe's new-car market within five
years. It seems unlikely, but if it does materialize, then it shows that forward-looking government
policies, combined with access to the technologies and capabilities of legacy marques, provided
China's automakers with the tools they needed to leap forward.

More on EV Sales
o The 10 Bestselling EVs of 2025 (So Far)

e 2024 MG4: A Bargain Chinese EV with a Famous Badge
e 5 Chinese Carmakers Going_Big_on Electric Vehicles
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