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On 21 March 2018, L.E.K. Consulting (L.E.K.) and JSC Automotive (JSC) jointly hosted
an executive roundtable discussion on how electric vehicle can reshape the automobile
industry. Experts from leading OEMSs, suppliers, and investment communities attended.
During the roundtable, Managing Director of L.E.K. Dr. TENG Yong and Managing
Director of JSC Mr. Jochen Siebert gave presentations on “Market Opportunity
Assessment of Electric Vehicle Batteries” and “Impacts of Regulations on Powertrain
Strategies of OEMs in China”, respectively. Additionally, participants had dynamic
exchanges about the current status and future of new energy vehicle industry.

According to Dr. TENG, electric vehicle (EV) battery accounts for 1/3 to 1/2 of total value
of EV production and is the core of entire EV value chain. It is predicted that China will
account for 60-65% of global production capacity for EV batteries by 2020, becoming
world’s most critical market. As the market and technology continue to develop, vertical
integrations among different sectors become more visible. For instance, battery
manufacturers are strengthening their control over upstream resources to hedge price
fluctuation and ensure supply. Battery manufacturers are also rapidly expanding their
businesses, establishing “mega factories” to raise efficiency and achieve economy of
scale. Participants have agreed that industrial consolidation is an overall trend, but it may
not be suitable for every enterprise. Companies should take a holistic approach to taking
into account factors including financial resources, supply chain coordination, market
position, and technological capability.

In China, new energy vehicle (NEV) industry is inseparable from the guidance and
support of government policies. This requires enterprises to be able to quickly adapt to
changes in policy, consequently, adjusting their business strategy. In 28 September 2017,
five of China’s ministries jointly announced the launch of “double-point system”, which
symbolized a major policy reform for China’s NEV industry. JSC stated, “the double-point
system aims to build a long-term mechanism to help increase energy efficiency and
manage the NEV industry, thus relieving pressure on environment. However, the system
would put burdens on small and medium-sized NEV companies due to increased cost
and lag in technology.” Participants also suggested that how NEV companies should
respond to the recent government reform and the new regulations remain unclear.
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During the roundtable discussion, event attendees have actively participated in various
discussions, approaching the topics from different perspectives, such as NEV
manufacturers, industry investment, financing, and consumer trends. Attendees have
also discussed about their concerns and made market predictions, creating a constructive
and positive environment platform for industry dialogues.
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