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BEIJING: Visitors gathering to look at the cars on display during the “Auto China 2014”
Beijing International Automotive Exhibition in Beijing.  The global car industry gathers for
its biggest annual event in China as analysts say the brakes are coming on in the world’s
number one auto market, with the slowing economy dragging on vehicle demand. — AFP

BEIJING: Workers install a billboard outside the venue for the Beijing Auto Show in
Beijing yesterday. The global car industry gathers for its biggest annual event in China as
Analysts say the brakes are coming on in the world’s number one auto market, with the
slowing economy dragging on vehicle demand. —AFP 

BEIJING: The global car industry gathers
for its biggest annual event in China as
analysts say the brakes are coming on in
the world’s number one auto market,
with the slowing economy dragging on
vehicle demand. China’s auto sales
growth is projected to bump along at an
average five percent annually over the
next five years as a weaker economy
takes its toll, consulting firm McKinsey
said in a report ahead of the Beijing
Auto Show, which opens on Monday.

“After years of double-digit growth,
China’s auto market is slowing down. A
cooling economy is one of the primary
factors in the deceleration of what
remains the world’s largest market for
automobiles,” McKinsey said.

Domestic and international carmak-
ers face increasingly cutthroat competi-
tion for consumers whose preferences
have become “more practical”, it said.
The anti-corruption campaign under
President Xi Jinping has reduced the
appeal of luxury cars, it added, and “sig-
nificant numbers” believe they can meet

their transport needs by leasing, co-
owning, or renting vehicles. 

“There’s no sign of momentum,” said
Michael Dunne, CEO and strategist at
Dunne Automotive in Hong Kong.
Competition is growing and “the China
profit machine is slowing”, he said  

“Chinese auto sales will be fortunate
to grow by five percent this year. It isn’t
that no one’s making profits, but the
overall profits per car will be lower in
2016 than they were in 2015.”

Passenger vehicle sales in China
surged by an average of more than 12
percent annually from 2010 to 2015, but
an economic slowdown has reduced the
speed, with expansion dropping to 4.7
percent last year. The market is forecast
to grow an average five percent a year
from 2015 to 2020, according to the
McKinsey report.

‘Those days are gone’ 
China’s economy grew an annual 6.9

percent last year, the weakest in a quar-
ter of a century, and gross domestic

product slowed further to 6.7 percent in
the first quarter.

Still, annual passenger vehicle sales
are expected to reach 24 million units in
2020, compared with around 19 million
in 2015, McKinsey said. The rise of ride-
sharing services such as Uber and domi-
nant local player Didi have introduced
new options that reduce the need for
new cars, and consumers have become
savvier about price-shopping online,
putting downward pressure on margins.

So-called “mobility services”, like
ride-sharing and hailing, could reduce
China’s annual private vehicle sales by
as much as four million by 2030, it said-
although that would be offset by two
million extra sales of vehicles for such
services, it said.

Competition for market share has
become more intense as Chinese car-
makers have improved their offerings,
particularly in the surging SUV segment,
where sales leaped by over 50 percent
in the first quarter of 2016 as consumers
opted for bigger cars on the country’s
hair-raising roads.

Namrita Chow, principal China ana-
lyst at IHS automotive, said that interna-
tional manufacturers can no longer
“overlook the Chinese brands, saying, oh
they don’t have what it takes to be a
competitor. Those days are gone.”

But fears of a slowdown are offset to
some extent by opportunities created
by the rapidly changing industry, ana-
lysts said.  GM China president Matt
Tsien said earlier this year that the glob-
al giant “expects the automotive indus-
try to change more over the next five to
10 years than in the past 50 years”.

General Motors’ president Dan
Ammann pointed to “the inevitable
march toward autonomous vehicles” as
an opportunity, saying: “We think self-
driving cars have the ability to signifi-
cantly make roads safer”. More than half
of over 3,500 consumers surveyed by
McKinsey wanted to upgrade their cars
and report co-author Paul Gao told AFP:
“The growth is still solid. Five percent
out of a big base still makes China a very
attractive market.” — AFP

Carmakers focus on China as scorching market slows
Stage set for Beijing Auto Show

MUMBAI: India’s Reliance Industries yesterday report-
ed a 16 percent rise in quarterly net profit, boosted by
improving margins from its key oil refining business. 

The Mumbai-based firm owned by Mukesh Ambani,
India’s wealthiest man, said consolidated net profit for
the three months through March climbed to 73.98 bil-
lion rupees ($1.1 billion) from 63.81 billion rupees a
year earlier.  That marked a rise of 15.9 percent, above
the expectations of 15 analysts surveyed by Bloomberg
who predicted an increase to 70.1 billion rupees.

“Strong operating performance from the refining
and petrochemicals business led to higher operating
profits,” Reliance said in a statement to the Bombay
Stock Exchange.

The company reported that its gross refining mar-
gin, the profit earned from each barrel of crude, was at
$10.8 in the just concluded fourth quarter from $10.1 a
year earlier.

“Fiscal year 2015-16 has been a year of outstanding
achievement for our downstream hydrocarbon busi-
nesses, notwithstanding persisting global economic
uncertainty.

“Refining and petrochemicals delivered record oper-
ating and financial performances,” Ambani added in
the statement. Despite the strong refining margins
Reliance’s revenues came under pressure, slipping
almost nine percent to 645.57 billion rupees ($9.7 bil-
lion) from 708.64 billion rupees a year earlier.

Reliance derives most of its earnings from its mas-
sive energy operations and is trying to diversify its busi-
ness. It now owns a supermarket chain and a telecom-
munications company.

It has already poured billions of dollars into its tele-
com venture, known as Reliance Jio Infocomm, to buy
wireless spectrum and set up infrastructure.  Reliance
was due to offer 4G mobile services in India from the
end of 2015, but so far has limited its operations to the
testing stage.

“The commercial roll-out of our Jio services this year
will digitally enable a billion Indians and propel growth
for India and Reliance,” Ambani said in yesterday’s
statement. — AFP
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BEIJING: A worker adjusts a display on the Buick stand at the venue for the
Beijing Auto Show in Beijing yesterday.—AFP


