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B8 Abstract

Various explanations have been proposed for the recent slowdown in the growth of global
plug-in electric vehicle (PEV) sales. Considerable uncertainty also remains regarding future
PEV adoption rates due to evolving consumer incentives and newly announced Western tariffs
on Chinese PEV imports. This study offers an expert opinion-based perspective on how the
PEV landscape may evolve amid ongoing policy and market shifts. Specifically, we survey PEV
experts in the U.S., Germany, and China to explore (i) the reasons behind Western tariffs; (ii)
the potential strategic responses of Chinese and Western policymakers and automakers; and
(iif) how the PEV market might evolve in the coming years in light of the global landscape. The
surveyed experts attribute the recent slowdown in global PEV sales growth to technological
factors and a consumer preference for hybrids. They view Chinese automakers' expansion
into Western PEV markets as primarily driven by profit and market share considerations,
rather than domestic factors. Experts anticipate that the tariffs will moderately reduce the
price competitiveness of Chinese PEVs in the West and that China will likely seek ways to
circumvent these tariffs. Additionally, they believe that China's response will likely include
tariffs on non-vehicle goods and restrictions on partnerships within China. Rather than trade
policies, experts identify the changing stringency of existing emissions regulations as the
main non-technological factor expected to influence global and regional PEV sales shares
over the next three to five years. We find evidence of variation in expert opinions based on
their region of focus (China vs. U.S./Germany) and their role (strategic vs. technical).

Keywords: Battery Electric Vehicles, Chinese Automakers, Electric Vehicle Adoption, Emissions Regulations, Global EV Market,
Plug-In Electric Vehicles, Trade Policy, Trade Tariffs, Vehicle Electrification, Western Tariffs
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M Introduction

Decarbonization of transportation, including fleet electrification, is a key component of many
countries’ plans to achieve environmental and net-zero targets (Uratani et al. 2025; Dua 2024).
The global growth rate for new battery electric vehicle sales in 2023 was 29%, which was
less than half the rate in 2022. Although there was a decline in early 2024, sales rebounded
in late 2024, ultimately ending the year with a 25% increase (Gupta 2024; Parodi 2025).

Plug-in electric vehicle (PEV) sales, which include battery electric
vehicles (BEVs) and plug-in hybrid electric vehicles (PHEVs), slowed
in the United States and Europe in 2024, as illustrated in Figure 1b.
Notably, Tesla experienced particularly sharp declines (Moreno and
Russell 2024; Krisher 2024; Lyon 2024; Randall 2024; Kim 2024). In
China, the PEV market cooled according to some measures (Winton
2024; Li, Yan, and Goh 2024), but it rebounded at the end of 2024 as
aresult of the central vehicle trade-in policy (Parodi 2025). Figure
1displays PEV sales and year-on-year sales growth rates in these
regions over the past six years. Various explanations have been
proposed for the slowing rate of increase in global PEV sales, and
there remains some uncertainty regarding future PEV adoption.

New vehicle demand in the U.S. is generally depressed due to

inflation and high interest rates (Muir 2024), leading to declining
profits for automakers and lower transaction prices (Palladino
2024). Nevertheless, in 2022, the U.S. effectively reaffirmed its
commitment to the federal PEV subsidy policy by renewing and
expanding consumer tax credits for PEVs in the Inflation Reduction
Act (IRA). However, the IRA also includes various stipulations
regarding the sourcing of battery components and local final
assembly intended to bolster the U.S. PEV industry. This may,
particularly in the short to medium term, limit the number of PEV
models that qualify for the subsidy. Furthermore, early in its tenure,
the Trump administration signaled its intention to eliminate the PEV
credits provided by the IRA (Renshaw, Kirkham, and Eckert 2024).

Figure 1. (a) Global passenger PEV sales by region. (b) Year-on-year PEV sales growth rates by region.
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Commentary

While the European Union (EU) intends to phase out conventional
vehicles by 2035, several member countries have been decreasing
or terminating their PEV subsidies. Most notably, Germany ended
its consumer PEV subsidy in 2023 (Renshaw, Kirkham, and Eckert
2024).The reduction in subsidies, combined with high prices and
concerns about declining resale values, is likely contributing to the
declining PEV sales growth (Gupta 2024). Nevertheless, despite
the recent PEV sales growth decrease, some experts believe EU
PEV demand will accelerate in 2025, due to more stringent CO2
emissions standards set to take effect and the introduction of
lower price-point PEVs (Nicola 2024).

China recently updated its “new energy vehicle” goal to 45% of
new vehicle sales by 2027 (Tabeta 2024a), a goal that it achieved
in 2024 (Li, Yan, and Goh 2025). Federal and local PEV subsidies in
China have been decreasing in recent years (Zhang 2024). However,
a recent program to subsidize consumers for scrapping an older

vehicle and purchasing a new PEV or fuel-efficient conventional
vehicle has been extended through 2025 (Rho Motion 2025). PEV
prices in China have been falling due to a combination of innovation,
price wars, and declining battery prices (McKerracher 2024). On
average, PEVs are now cheaper than internal combustion engine
vehicles in China (Figure 2). Meanwhile, in 2024, citing unfair trade
practices, the U.S., Canada, and the EU announced new tariffs on
Chinese-made PEVs (Grieger 2023; Boak et al. 2024; da Silva 2024;
Mukherjee and Sriram 2024).

Changing political regimes and policies, the removal of subsidies,
macroeconomic conditions, trade restrictions, and the potential for
atrade war are likely to have substantial impacts on the global PEV
market in the coming years. This, in turn, willimpact the feasibility
of achieving global decarbonization goals. In this study, we draw
on expert opinions to assess the likelihood of various PEV market
outcomes given the current trends and political landscape.

Figure 2. (3) Average vehicle transaction price by drivetrain in China. (b) Share of EV models priced above or below combustion equivalents in China.
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Specifically, we interview PEV experts in the U.S., Germany, and
China. These experts are defined as having a minimum of five
years of work or research experience in the PEV sector and high
familiarity with policy and economic issues related to it. Through
these interviews, we explore the following questions and issues: (i)
What do experts believe is the reason behind the recent slowdown
in PEV sales growth? (ii) What might be the impact of Western
tariffs on Chinese PEV imports, and how could the Chinese PEV
industry try to circumvent them? (iii) What strategies are Western
automakers likely to adopt to survive in China, given the rising local
competition, price wars, and the treatment of Chinese automakers
by Western policymakers in their domestic markets? (iv) What are
Chinese automakers' strategies beyond the European, U.S., and
Canadian markets?

Most recent literature examining future PEV market growth consists
of predictive, quantitative modeling. Analyses of trade policies

and tariffs are typically limited to retrospective assessments.
While these studies consider past trends and policy changes, they
often overlook unknown factors, such as escalating trade wars or
strategic behavior. We complement this research by interviewing
experts to gather their insights on how the PEV market may evolve
in the medium term, accounting for these unknown factors. Expert
interviews enable researchers to leverage specialized knowledge to
address specific questions when quantitative analysis may not be
feasible. Although there are similar expert surveys and interviews
assessing the effectiveness of various adoption incentives and the
significance of technical factors on PEV penetration (e.g., Dua et
al. 2021), these studies have not explored the impact of newly
announced Western tariffs on Chinese PEV imports or trade policies
more broadly. To our knowledge, this is one of the first studies to
illuminate the evolution of global PEV markets amid a shifting
economic and political landscape.
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2 Data

We interviewed PEV industry experts via Qualtrics to gather their opinions on the current
state of the PEV market, Western tariffs on imported Chinese PEVs, and the strategies of
both Western and Chinese automakers in this context. To ensure that the respondents were
indeed PEV industry experts, we established several screening criteria.

To be included in the sample, respondents must (i) consider
themselves experts in the PEV sector, (ii) have worked in or
researched the sector for five or more years, (iii) demonstrate “high”
or "very high” familiarity with at least one of five relevant aspects of
the interview (see question 7 in the interview instrument), and (iv)
be able to name one recent piece of legislation or policy initiative
passed in their country or region aimed at supporting the PEV
sector. Twenty-three experts participated in the interview. While this
sample size may seem modest, it aligns with published literature
that relies on expert input (Geels, Sovacool, and Iskandarova 2023;
Chinda 2023; Sovacool, Iskandarova, and Hall 2023; Giri, Paul,
and Debnath 2024; Sovacool et al. 2025; Dua and Guzman 2024;
Sbrocchi et al. 2025; Sharma, Bansal, and Dua 2025; Upham et
al. 2023; Sovacool, Upham, and Monyei 2022). The interview was
restricted to experts primarily working in China, Germany, or the
U.S. Since the interview was conducted in English, respondents
were required to have proficiency in English.

On average, respondents took nearly 34 minutes to complete the
interview, with @ minimum of 23 minutes and a maximum of 50
minutes. All respondents are between 31 and 50 years old. They
have an average of 6.7 years of experience in the PEV sector, with
a minimum of five years and a maximum of 10 years. Additionally,
48% work primarily in China, 30% in Germany, and 22% in the U.S.

Table 1. Themes of respondents’ current and past work related to the PEV sector.

Percentage of respondents whose current and

past work has related to the theme (select all)

Furthermore, 65% are employed by for-profit organizations, while
35% work for nonprofits. Notably, 78% hold a master’s degree.
Table 1 presents the themes of the respondents’ past and present
work related to the PEV sector.

In our analysis, we often differentiate between respondents
who primarily work in China and those who focus mainly on the
U.S. or Germany (referred to as “Western” respondents). We
also categorize the sample based on whether respondents hold
primarily “strategic” or “technical” roles. Respondents are classified
as strategic if they selected both “Policy and Regulation” and
“Market Development and Economics” as themes relevant to their
current and past work in the PEV sector. All other respondents
are classified as technical. This approach results in a nearly even
division of the sample, with 48% of experts classified as having
strategic roles and 52% as technical.

For many of the interview questions, respondents were asked to
select the top three to four responses they found most likely. They
were then asked to prioritize their selected alternatives by assigning
a weight to each, ensuring the total adds up to 100. In the figures
presented in the results section below, the x-axis represents the
average weight assigned to each alternative.

Percentage of respondents selecting theme as
most representative of work (select one)

Policy and regulation

Environmental impact and sustainability

Market development and economics

Technical and engineering

39%

78%

70%

48%

13%

35%

13%

39%
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¥ Results

3.1 Current State of the PEV Market

The first part of the interview focused on recent market trends and drivers, particularly the
recent global deceleration in the growth of PEV sales share. All respondents indicated that,
prior to the interview, they believed the rate of PEV sales share growth was slowing. The
following questions explored the reasons behind this slowdown and gathered predictions

for future PEV sales share growth.

Despite recent PEV policy changes, as shown in Figure 3, the
most commonly cited reason for the slowdown in PEV sales share
growth among respondents was a consumer preference for regular
hybrids,’ followed closely by a decrease in consumer trust in PEV
technology? and a desire to wait for the next generation of PEVs
with improved technology. Experts focusing on Western markets
(the U.S. and Germany), rather than China, attributed significantly
more weight (12.5% vs. 2.3%) to the transition from early to
mainstream adopters, who are less willing to compromise on price,
range, recharging time, and public charging availability as a reason

for the slowdown. Those in technical roles placed considerably
more emphasis on consumers waiting for the next generation
of PEVs compared to those in strategic roles (22.9% vs. 10.9%).

Figure 4 shows that the majority of respondents believe global
PEV sales share growth will fluctuate significantly over the next
three years due to economic and geopolitical uncertainties. A
large minority believes that over the next three years, growth will
continue at the current, slower pace, while the remainder (<20%)
of respondents believe growth will return to the prior trend.

Figure 3. What do you believe were the main reasons behind the recent slowdown in global PEV sales share growth??

Consumers preferred buying regular hybrids, which contributed

to the slowdown in PEV sales share growth

Consumer trust in PEV technology decreased, for instance due to
concerns about battery fires, which affected the sales share growth

Consumers were waiting for the next generation of PEVs with better technology
(e.g., longer range, faster charging capabilities), causing a dip in sales share growth

Consumers held off on buying PEVs until prices decreased
further, which contributed to the slowdown

The transition from early to mainstream adopters, who are less willing to
compromise on price, range, recharging time, public charging availability,

etc., slowed down PEV sales share growth
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Consumers were concerned about declining PEV resale values,
which led to slower sales share growth
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PEV prices did not fall enough to compensate for the reduced
government incentives, leading to slower sales share growth

The regulatory targets did not rise steeply and automakers sold just enough low-margin, [
current-generation PEVs to meet them, leading to a slower PEV sales share growth

To meet the regulatory targets, automakers prioritized selling hybrids, which offered
higher profit margins than PEVs, leading to a slower PEV sales share growth
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Commentary

Figure 4. Which of the following do you most agree with regarding the overall global PEV sales share growth over the next three years?
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Overall global PEV sales share growth will
continue at the current, slower pace

Overall global PEV sales share growth will
return to the prior trend

Overall global PEV sales share growth will
accelerate to a faster rate than the prior trend

Overall global PEV sales share growth will slow further
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3.2 Global Trade and Tariffs

The Chinese share of the U.S. PEV market is currently fairly small  June of 2024, Chinese PEVs accounted for 11% of the European PEV
at roughly 2% (Coffin and Walling 2024). The Chinese share of the  market (Figure 5) (Palazzo 2024). Over the past five years, China
EU market is somewhat larger than in the U.S., and growing. Asof  has been ramping up its PEV exports (Figure 6).

Figure 5. Chinese automakers' share of European EV sales.
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Figure 6. (a) Chinese EV exports to different countries. (b) Share of 2023 electric vehicle sales in different countries from Chinese manufacturers.
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Figure 7 shows the reasons respondents provided for why Chinese
automakers are attempting to enter Western PEV markets. The
most commonly cited reasons include higher profit margins,*
enhancing brand reputation and presence in global markets, and
capturing market share while these markets are still developing.
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Domestic factors in China were mentioned less frequently. Experts
in strategic roles placed significantly more emphasis on the notion
that Chinese automakers are seeking to diversify their market base
due to stagnating domestic sales (18.2% vs. 5.8%).°

Figure 7. Why are Chinese automakers specifically attempting to enter the PEV space in Western car markets, where they have historically not

been very successful in the internal combustion engine vehicle (ICEV) space?®

Chinese automakers expect the higher product-level profit margins in
these higher purchasing power developed countries will further
enable them to offer lower prices in more cost-competitive markets

Chinese automakers aim to capture market share early while
Western PEV markets are still developing, and before non-Chinese
automakers fully establish their competitive strategies in the PEV space

Chinese automakers aim to capture market share early while
Western PEV markets are still developing, and before non-Chinese
automakers fully establish their competitive strategies in the PEV space

Chinese automakers are seeking to diversify their market base due
to stagnating domestic sales amid China's economic conditions

Chinese automakers understand that China's control over the battery
supply chain and lower overall manufacturing costs give them a

strong edge to outcompete other automakers in the PEV space

Chinese automakers are overproducing PEVs relative to
domestic demand and need to export the oversupply
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Source: Authors.
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Commentary

The U.S. and the EU have been concerned about China flooding the
market with inexpensive PEVs (due partly to Chinese subsidies).
While relatively cheap Chinese PEVs are good for EU and other
foreign consumers in the short run, the fear is that domestic PEV
makers would not be able to compete with such low prices and
could go out of business, leaving Chinese firms with too much
market power in the future - a practice known as dumping. Earlier
this year, the EU completed an anti-subsidy investigation (Grieger
2023), during which it was reported that “Brussels said its probe
revealed the PEV supply chain was 'heavily subsidized in China,
and that imports of Chinese [electric vehicles] presented a threat

m

of clearly foreseeable and imminent injury to EU industry'” (Lowe
2024). Analysis by the Center for Strategic and International
Studies found that Chinese PEV automakers received $231 billion

in government subsidies over 15 years (Kennedy 2024).

Legacy automakers have been responding to price competition
from China. Volkswagen and Toyota have recently lowered prices
on some ICE vehicles to counter aggressive discounts offered
by Chinese PEV producers (Lee 2024). Additionally, Chinese
competition has spurred innovation in Europe; Citroén recently
introduced its least-expensive PEV made in Europe, aimed at
competing with lower-priced Chinese PEVs (Torsoli 2024).

In response to alleged aggressive pricing by China, the U.S.
announced a 100% tariff on Chinese PEVs earlier this year (Boak

et al. 2024). Following an anti-subsidy investigation, the EU
implemented a tariff on Chinese PEVs ranging from 17.4% to
37.6%, depending on the automaker, in addition to the existing
10% duty (da Silva 2024). Most recently, Canada announced a 100%
tariff on Chinese PEVs, mirroring the U.S. approach.

As per the expert responses, there appear to be a multitude of
reasons motivating the Western governments' new tariffs on China
(Figure 8). The reason given the most weight was geopolitical -
counterbalancing China's economic influence in global markets
- followed by pushing Chinese automakers to establish local PEV
manufacturing facilities or joint ventures (JVs) with the aim of
facilitating technology transfer and learning,” addressing unfair
trade practices, maintaining or strengthening national security,
and protecting domestic automotive industries and jobs. The least
weight was given to addressing uneven environmental and labor
standards. Experts who focus on Western rather than Chinese
markets gave considerably more weight to protecting domestic
automotive industries and jobs (22.5% vs. 8.2%). Experts in a
strategic role rather than a technical one put more weight on
addressing differing environmental and labor standards (11.5% vs.
0%), while those who focus on Chinese markets put more weight on
pushing Chinese automakers to establish local PEV manufacturing
facilities or JVs for transferring technological know-how (24.1%
vs. 10.8%).

Figure 8. Why are Western policymakers imposing tariffs on Chinese PEV imports?®
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Figures 9a and 9b display respondents’ predictions of the impact of
Western tariffs on the competitiveness of Chinese PEVs in the U.S./
Canada and the EU, respectively. The majority believe the tariffs
will slightly reduce the price competitiveness of Chinese PEVs,’
resulting in some decline in consumer interest in both regions.
Experts who focus on China rather than the West place more

weight on tariffs, shifting the focus from direct price competition
to other competitive factors in the U.S./Canada (27.3% vs. 0%).
Experts in strategic rather than technical roles place more weight
on the tariffs, significantly reducing the price competitiveness of
Chinese PEVs within the EU (27.3% vs. 0%).

Figure 9. (a) What will be the impact of the tariffs on the competitiveness of Chinese PEVs in the U.S. and Canada? (b) What will be the impact of the tariffs on the

competitiveness of Chinese PEVs in the EU?™
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Slightly reduce the price competitiveness of Chinese
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Significantly reduce the price competitiveness of
Chinese PEVs, making them much less attractive
to consumers in these markets

Shift the focus from direct price competition to
other competitive factors, such as range,
technology features, quality, or after-sales service

Chinese automakers will absorb some of the tariff
costs to maintain competitive PEV pricing

No impact; even with the tariffs,
Chinese PEVs will be price competitive
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No impact; even with the tariffs, Chinese PEVs
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3.3 China’'s Response to U.S. and
EU Tariffs

China has already retaliated against the EU tariffs by launching
an anti-dumping probe into EU pork imports (Leahy et al. 2024).
One Chinese PEV maker, Great Wall, announced the closure of its
European headquarters in Munich following the announcement
of the EU tariffs, citing an “increasingly challenging environment
in Europe” (Lew 2024a). China has also threatened to increase its
tariff on cars with large engines to 25%, which would especially
impact European luxury carmakers (Trudell 2024). Germany has
been critical of the EU tariffs on China (Bounds 2024), in part
because China has suggested it could lower existing tariffs on cars
with large engines if the EU drops the proposed tariffs (Kowalcze
and Nardelli 2024).

However, it is also worth noting that some Chinese PEVs are priced
low enough (e.g., under $10,000) that they would still be price-
competitive in the U.S. market under the new tariffs (Yoon 2024b).
Indeed, given the high sticker price of PEVs in the U.S., the new

tariffs could depress future U.S. PEV market growth and increase
costs for consumers (Williams 2024). Similarly, profit margins are
large enough for many Chinese PEV makers to absorb the new EU
tariffs (Yoon 2024a), and even with the tariffs, Chinese PEVs will
be cost-competitive in Europe (White et al. 2024).

Figure 10 displays experts’ beliefs about Chinese policymakers’
responses to the newly announced Western tariffs. The response
given the most weight is that China will restrict the ability of
Western automakers to form partnerships within China," followed
closely by China implementing tariffs on Western goods. Figure
11 displays the manufacturing sectors within EU countries most
exposed to China, which could potentially be considered for new
tariffs. The least cited responses were China implementing tariffs
on Western vehicles and limiting access to critical minerals essential
for Western PEV production.” Experts who focus on China rather
than the West placed substantially more weight on Chinese and
European policymakers negotiating to remove the tariffs (12.3% vs.
1.3%)." Experts in a strategic vs. technical role put more weight on
Chinese policymakers restricting the ability of Western automakers
to form JVs in China (27.7% vs. 16.3%).

Figure 10. How might Chinese policymakers respond to the Western tariffs on Chinese PEVs?™

Chinese policymakers will restrict the ability of Western automakers to
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Figure 11. EU manufacturing exposures to China.
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Source: Taken from DiPippo and Cousin 2024.

China has recently invested or announced investments in the
PEV markets in Mexico, Brazil, Hungary, Morocco, Thailand,
Indonesia, and Turkey (Figure 12) (Gergely and Lew 2023;
Bloomberg News 2024b; Bloomberg News 2024c¢; Butler 2024;
Kozok and Hacaoglu 2024; Sangwongwanich 2024; Zhang 2024).
New Chinese investments in local PEV supply chains across the
globe (Coppola 2024) include countries like Mexico, Vietnam,
and Malaysia, through which PEVs could potentially be routed
to the U.S. market (Ruehl 2024; Telling et al. 2024). New Chinese

PEV automaker investments and partnerships in Spain, Poland,
Hungary, and Turkey could similarly be used as a backdoor to
Europe that avoids the tariffs (Palazzo, Torsoli, and Lizarraga
2024). Leapmotor’s JV with Stellantis is also shifting some PEV
production from China to Europe (Alim and Novik 2024; Coppola
2024). However, it is worth noting that China has been encouraging
its PEV makers to keep advanced PEV technology on the mainland
and export "knock-down" kits to send for final assembly in other
countries (Lew 2024b).

Figure 12. Chinese EV-related outbound foreign direct investment by host region ($bn).
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Source: Sebastian, Goujon, and Meyer 2024.

A Perspective on the Evolving Plug-In Electric Vehicle Landscape Amid Trade Tariffs and Strategic Responses 19



Commentary

Indeed, most respondents believe China will continue to try to  countries by producing more PEVs in countries with free trade
circumvent the Western tariffs, likely by exporting PEV components  agreements with the U.S., EU, and/or Canada. Vietnam and Mexico,
rather than fully assembled vehicles and producing more PEVs for example, have strong trade ties to China and trade agreements
locally with JVs with Western automakers (Figure 13). The third  with the U.S., EU, and Canada.”

most cited option was indirectly routing PEVs through other

Figure 13. How do you think Chinese automakers could try to circumvent the tariffs?

0% 5% 10% 15% 20% 25% 30% 35%

Create joint ventures with U.S./EU/Canadian automakers to produce
more PEVs locally, which would also result in technology transfer

Shift the focus to exporting PEV components rather than
fully assembled vehicles to avoid tariffs on complete PEVs

Invest in PEV production in other countries that have free trade agreements
with the U.S./EU/Canada, and export from there

Invest in U.S./EU/Canadian factories to produce more PEVs locally without
forming joint ventures with domestic automakers to avoid technology transfer

Chinese automakers are unlikely to attempt to circumvent the tariffs

Other

m Al M Chinese American/German W Strategic Technical

Source: Authors.
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3.4 U.S. and EU Counter-
Response

Figure 14 shows experts' responses to the interview question about
how Western policymakers might prevent Chinese automakers
from circumventing the tariffs. The top two options given the most
weight by respondents relate to encouraging Chinese investment
in Western markets (the first through JVs and the second through

opening factories directly) while imposing restrictions on Chinese
ownership stakes. Western experts placed more weight on the JV
option than Chinese experts (24.6% vs. 20.9%). The third-most
weighted option is modifying free trade agreements with other or
neighboring countries to avoid Chinese-made PEVs being routed
through them, with Chinese experts putting more weight on this
option than Western experts (23.6% vs. 20.0%). The least cited
option was banning the utilization of Chinese software in Western
PEVs."

Figure 14. How might Western policymakers prevent Chinese automakers from circumventing the PEV tariffs?"

0%

Encourage Chinese automakers to form joint ventures with local automakers
within the U.S./EU/Canada to foster shared investments and technology transfer
while imposing restrictions on Chinese ownership stakes

Encourage Chinese investments in new automotive manufacturing factories
within the U.S./EU/Canada, while imposing restrictions
on Chinese ownership stakes

Modify free trade agreements with other or neighboring countries to prevent
the rerouting of Chinese-made PEVs through these countries

Implement stricter rules-of-origin requirements for PEVs that dictate a
minimum level of value must be created locally

Ban the utilization of Chinese software in PEVs
made in the U.S./EU/Canada

Other

Al M Chinese

Source: Authors.
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Indeed, the U.S. is currently trying to amend the U.S.-Mexico-
Canada Agreement provisions to prevent China from routing PEVs
to the U.S. via Mexico, but these changes would not help if the
exports are actually made in Mexico (Beattie 2024; Saito 2024; Yang
and Lew 2024). Canada is considering policies to block Chinese
investment in new factories within Canada, rather than allowing
them to proceed with ownership restrictions (Platt 2024). Despite
some new industrial ties between the EU and China, there is also
a trend of European companies reducing dependence on China
(Langley and Ho-him 2024). Furthermore, a minimum level of value
will need to be produced in the EU, according to EU rules-of-origin
requirements (Lew 2024a).

As shown in Figure 15, regarding Western automakers’ strategy in
China, many interviewed experts emphasized collaborating with
local technology companies to integrate advanced technologies to
appeal to tech-savvy consumers (such as Tesla's partnership with
Baidu (Tabeta 2024b)). Many also emphasized Western automakers
prioritizing the formation of JVs with Chinese automakers (like
Stellantis’ recent JV with Leapmotor (Piovaccari 2024)) to shield
themselves from Chinese retaliation against the new tariffs.

Figure 15. Which of the following do you agree with regarding Western automakers' production and sales strategy in China?

Western automakers will collaborate with local tech companies to
integrate advanced technologies such as Al, connectivity, or autonomous
driving features to appeal to tech-savvy Chinese consumers

Western automakers will prioritize forming joint ventures with Chinese
automakers in China to shield themselves from potential
retaliatory responses from Chinese policymakers

Western automakers will focus more on exporting their
China-manufactured PEVs to countries without tariffs on these imports.

Western automakers will pursue forming joint ventures among
themselves in China to strengthen their competitive position
against Chinese PEV manufacturers

Western automakers will reassess their overall manufacturing and sales
strategy in China, possibly exiting the market or reducing their presence
if they cannot compete effectively with local automakers

Western automakers will relocate production facilities from China to
other low-cost manufacturing countries to avoid Western tariffs on their
exported vehicles and maintain competitive pricing
Western automakers will lower their prices to better compete

with Chinese PEV automakers

Other
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3.5 Chinese PEVs and the Rest
of the World

As Chinese PEV companies navigate and respond to U.S. and EU
tariffs, they continue their push into other countries. China-made
PEVs accounted for the majority of PEVs sold in Brazil and Thailand
in 2023 and between 15% and 45% of PEVs sold in Malaysia,
Indonesia, Mexico, India, and Turkey (see Figure 6). One major
Chinese PEV maker, BYD, recently announced a partnership to
enter Pakistan (Dilawar 2024).

Regarding Chinese automakers' strategies in countries and regions
outside of the U.S., EU, and Canada, many respondents emphasized
the importance of Chinese automakers forming alliances with local
automakers to enhance market entry (see Figure 16). For example,
BYD recently announced a partnership with Mega Motors that

involves opening a production plant in Pakistan (Shahid and Bukhari
2024). Many experts, in turn, believe that policymakers in these
other countries and regions are likely to strengthen partnerships
with Western automakers to enhance domestic competitiveness
against Chinese imports, rather than implement tariffs or restrict
domestic subsidies and incentives to make domestic PEVs more
cost-competitive (Figure 17)."” Experts in a strategic rather than
technical role placed significantly more weight on other countries
introducing local content requirements for PEV subsidies (15.5%
Vs. 4.6%).

Figure 18 displays the non-U.S./EU/Canadian countries and regions
that experts believe Chinese automakers will most focus their
efforts on. The most cited locations are South America, the Middle
East, India, Eastern Europe, and Mexico. The least cited locations
are Africa, Japan, and Russia.

Figure 16. Which of the following do you agree with regarding Chinese automakers' strategy toward regions other than the U.S., EU, and Canada, particularly

developing regions?

0%

Chinese automakers will form strategic alliances or partnerships with
local automakers to enhance market entry and acceptance

Chinese automakers will set up local PEV production and/or assembly

in other regions with low manufacturing costs and advantageous free

trade agreements, enabling them to not only serve local markets but
also export competitively to Western markets

Given the challenges with recharging infrastructure and grid
connectivity issues in many such regions, Chinese automakers will

5% 10% 15% 20% 25% 30% 35% 40%

focus on selling range-extended PHEVSs in such regions

Chinese automakers will set up local PEV production and/or assembly
in other regions for local PEV sales and nearby exports

Chinese automakers will aim to rapidly expand their market share in
such regions by exporting affordable PEVs

Other

Al M Chinese American/German

Source: Authors.
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Figure 17. How might policymakers in other regions, particularly in developing economies, respond to Chinese automakers' strategies?"

0% 5% 10% 15% 20% 25%

Strengthen partnerships or joint ventures with Western automakers to
enhance domestic competitiveness against Chinese PEV imports

Encourage Chinese investment in local automotive manufacturing and/or
infrastructure to create jobs while imposing restrictions on Chinese ownership stakes .

Encourage Chinese automakers to form joint ventures with local automakers
to foster shared investments and technology transfer

Encourage Chinese investment in local automotive manufacturing and/or
infrastructure to create jobs without imposing restrictions on
Chinese ownership stakes

For any PEV consumer subsidies these developing countries can offer,
introduce local content requirements to make locally manufactured PEVs
competitive with Chinese imports

For any manufacturing incentives these developing countries can offer,
direct them to domestic automakers to level the playing field
against Chinese imports

Follow the U.S., EU, and Canada and implement tariffs on Chinese PEVs to
protect domestic automotive manufacturing industries and
safeguard local jobs
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Source: Authors.
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Figure 18. Given the import tariffs on Chinese-made PEVs in the U.S., EU, and Canada, which other PEV markets do you expect Chinese automakers to most focus

their efforts on? (Select all that apply)

South America
Middle East
India

Mexico

Eastern Europe
Southern Africa
Southeast Asia
South Korea
Russia

Japan

East Africa
North Africa
West Africa
Other
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Source: Authors.

3.6 Future PEV Sales Share
Growth

When asked which non-technological factors will impact global
and regional PEV sales share growth in the coming three to five
years, the most cited response from the interviewed experts
was the increasing stringency of existing emissions regulations
(Figure 19). This answer had a very small range, suggesting a
high degree of agreement among the respondents with differing
backgrounds. The subsequent three most cited responses were
price competition among automakers, changes in PEV consumer
incentives, and changes to political regimes leading to shifts in
regulatory stringency (on which experts in a strategic rather than
technical role placed more weight at 17.3% vs. 7.1%).

A Perspective on the Evolving Plug-In Electric Vehicle Landscape Amid Trade Tariffs and Strategic Responses

50% 60% 70% 80% 90%

Despite the media splash surrounding the recently announced
Western tariffs, the least cited response to this question was
tariffs on PEV imports across key global markets, which are driving
up prices and limiting market access (on which more weight was
placed by experts in technical versus strategic roles, 6.7% vs. 0%).

Furthermore, the Chinese yuan weakened in the weeks following
Donald Trump's election and may weaken further if the Trump
administration imposes new tariffs on China (Venkatraman
2024). The devaluation of the yuan, concurrently with new tariffs,
could offset one another, leading to little to no change in dollar-
denominated import prices (Brooks 2024). This could mitigate the
impacts of the tariffs on the competitiveness of Chinese PEVs in
Western markets.
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Figure 19. What non-technological factors will impact global and regional PEV sales share growth in the coming three to five years?”

Increasing stringency of existing emissions regulations

Price competition among automakers in the PEV market

Changes in PEV consumer incentives

Changes to political regimes leading to shifts
in regulatory stringency

Rising popularity of range-extended PHEVs

Efforts by Western, Japanese, and South Korean
automakers to retain their shares in the global
automotive market

Consumer concerns over PEV battery fires
affecting their trust and adoption rates

Efforts by China and Chinese automakers to
increase their share in global PEV manufacturing
and supply chains

Tariffs on PEV imports across key global markets,
driving up prices and limiting market access
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3 Conclusion

Our study finds that experts believe the recent slowdown in global PEV sales share growth
Is primarily due to technological factors and a consumer preference for hybrids, rather than
policy factors. The majority predict that growth will be volatile over the next three years.

Experts also believe the Chinese drive into Western PEV markets
is motivated more by profit and market share reasons and less so
by domestic factors. While they acknowledge multiple motivations
behind the recently announced Western tariffs on imports of
Chinese PEVs, they predict that these tariffs will only moderately
negatively impact Chinese PEV sales in the West by reducing their
price competitiveness. Experts anticipate that China's most likely
response to the tariffs will be to impose other (non-vehicle) tariffs
or restrict partnerships within China. Most experts also believe
that China will attempt to circumvent the tariffs, particularly by
exporting PEV components instead of fully assembled vehicles and
by increasing PEV production abroad through joint ventures. They
find it likely that Western policymakers will encourage Chinese
investment (either through joint ventures or factory construction)
with restrictions on Chinese ownership stakes, as well as modify
free trade agreements with neighboring countries to prevent
China from rerouting PEVs through those nations in an attempt
to bypass the tariffs.

In terms of Chinese strategy beyond the U.S., Canada, and the
EU, experts believe that Chinese automakers will continue to
form alliances with local manufacturers to enhance market entry.
They also think that the likely response from other countries will
be to strengthen partnerships with Western automakers to boost
domestic competitiveness against Chinese imports, rather than
implementing tariffs or making other policy changes.

We find that the beliefs expressed in the survey exhibit
heterogeneity based on the region of focus (China versus the West,
i.e., the U.S. and Germany) and the type of expert role (strategic
versus technical). Despite the trade frictions and changing PEV
incentives in many regions, experts identified the increasing
stringency of existing emissions regulations as the most important
non-technological factor likely to impact global and regional PEV
sales shares in the coming years.

In our view, the perspectives gathered in this study suggest that
the global PEV market is entering a more fragmented and politically
charged phase, where trade restrictions, industrial policy, and
geopolitical dynamics increasingly shape both production and
adoption trajectories. A critical area for further exploration is how
these tariff regimes affect cross-regional technology diffusion and
market integration. Another research priority is understanding how
other developing economies - largely excluded from current PEV
trade restrictions - may be impacted by diversifying Chinese PEV
exports or shifting Western regulatory standards. More broadly,
our findings highlight the need for a closer examination of the
evolving intersection between trade policy, industrial strategy, and
clean technology deployment in an increasingly multipolar world.






2 Endnotes

' Hybrid vehicle sales, especially economy models, rose sharply in late 2024 (Autobody News Staff 2024; EIA 2024; Parodi and Fondahn
2024; Catterall 2025).

2 Specifically, the option read, “Consumer trust in PEV technology decreased, for instance, due to concerns about battery fires, which
affected the sales share growth.” This option was included in the survey given recent high-profile battery fires, such as in South Korea
(Yang and Park 2024).

* To evaluate whether the responses from the two sub-samples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1.

4 Reports suggest that even with large markups over domestic prices, Chinese EVs are price competitive in the EU (White et al. 2024;
Yoon 20243).

> Though overall 2024 PEV sales growth was strong, it was slower in the first half of 2024 and could stall again in 2025 (Li, Yan, and Goh
2024; Li, Yan, and Goh 2025; Moritsugu and Soo 2025).

¢ To evaluate whether the responses from the two sub-samples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1.

’ Some such partnerships have already been announced, including a Ford plant in Michigan to use Chinese battery technology and BYD
constructing a plant in Hungary (Bomey 2023; Eddy 2024).

& To evaluate whether the responses from the two sub-samples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1.

° As mentioned above, Chinese EVs are expected to remain price competitive in Western markets even after the tariffs (White et al.
2024; Yoon 2024a).

9 To evaluate whether the responses from the two sub-samples are statistically different, we use p-values from a two-sided t-test.
The significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1.

" While this has yet to come to pass, recent reports suggest Western automakers in China are struggling more than ever (Chang 2025;
Isidore 2024). Meanwhile, GM has written down its Chinese JV and is in the process of restructuring it (Eckert 2024).

2 Note that in 2023, China restricted exports of graphite, a key component of PEV batteries (Munroe and Lv 2023).

¥ Indeed, the EU and China engaged in such negotiations in late 2024, including discussions on price undertakings - a mechanism
aimed at regulating export prices and volumes. However, the parties were unable to reach an agreement (Strupczewski 2024).

' To evaluate whether the responses from the two sub-samples are statistically different, we use p-values from a two-sided t-test.
The significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1.

> Mexico has free trade agreements with the U.S., EU, and Canada. Vietnam has a free trade agreement with the EU and a bilateral
trade agreement with the US. Vietnam and Canada are both members of the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership, a free trade agreement.



' The U.S. is indeed currently finalizing new rules that were proposed in fall 2024, restricting key Chinese software and hardware from
being utilized in vehicles sold in the country (Sanger, Ngo, and Ewing 2024; Shepardson 2025)

' To evaluate whether the responses from the two subsamples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1

® For example, Ford, LG Energy Solution, and Ko¢ Holding formed a JV in 2023 to build EV battery cell facilities in Turkey (Ford Media
Center 2023)

' To evaluate whether the responses from the two subsamples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1

% To evaluate whether the responses from the two subsamples are statistically different, we use p-values from a two-sided t-test. The
significance levels are indicated as follows: *** for p-values below 0.001, ** for p-values between 0.001 and 0.05, and * for p-values
between 0.05 and 0.1
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