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The Topic of This Month

Green vehicles drive in China provides a boost to
Japanese carmakers.

The Chinese government is ready to make all the new car sales “environmentally friendly” by
2035. A half of them should be new energy vehicles (NEV) including electric vehicles (EV) and
the other half should be hybrid cars (HV). Multinational car makers will come under pressure to
deal with this change of direction by the world’s largest auto market, but Japanese car makers
with an advantage in HVs as well as part makers with an advantage in EV parts are likely to
benefit from this initiative.

All the new cars made in China will become EFVs by 2035.

The Chinese government unveiled a policy to sell only EFVs as new cars by 2035. According to
the “Energy Saving (ES) and New Energy Vehicle Technology Roadmap 2.0” released by the
key industry group, China Society of Automotive Engineers on 27 October, ESVs including EVs
will account for 50% of all the new cars while all the other gas-powered vehicles becoming
hybrid. China will increase the ratio of NEVs to approximately 20% by 2025, 40% by 2030 and
over 50% by 2035 with the ratio of EVs at 95% or more of all the NEVs, while switching all the
other half of gas-powered vehicles to energy efficient hybrid. This shift is sure to boost sales of
Japanese makers with an advantage in HVs and parts makers with an advantage in EV parts.

Response by domestic auto makers

The policy to give favorable treatment to HVs and such in China is likely to expand demand
furthermore, particularly providing a boost to Japanese makers such as Toyota and Honda with
an advantage in HVs. Major Japanese auto makers are already dealing with this policy. For
example, Toyota Motor released its patent related to its EVs and HVs last year without charge.
Toyota Group is planning to support the spread of its own HV core system by selling them to
outside customers. Nidec is also planning to invest up to JPY1 trillion in the EV’s core parts,
drive motors which correspond to the gas-powered vehicles’ engine. It is already preparing for
R&D/ production centers in China and will invest about JPY200 billion in building a drive motor
factory in Europe. Its chairman, Nagamori, unveiled a plan to expand its global share in motors
for EV to 40-45% by 2030.

Favorable treatment to HV provides a boost to Japanese
companies while competition in EV is intensifying.

Europe has been leading the way ahead of other regions in “de-oiling” of vehicles, but a change
in direction by China is likely to accelerate a transition further. While China’s favorable
treatment in HVs should provide a boost to Japanese companies with an advantage in HVs,
competition in development of batteries that will determine the performance of EVs is likely to
intensify further. The skill of strategy by each company including alliances will be indispensable.

X Company names described above are just to show example and SMDAM is not recommending or advising these stocks.
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