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OEMSs’ different strategies amid higher discount

We summarize the Apr 2024 price discounts at dealers for major automakers in
this report. Note that such discounts for each automaker are calculated based on
the weighted average of Mar 2024 retail sales volume for each model, as Apr
2024 retail sales volume data have not been released yet.

The industrywide average discounts widened by 0.2ppt MoM in Apr based on our
calculations, mainly due to German and Japanese brands. Similar to Feb and Mar
2024, competition was stiffer than what the discounts showed, especially for
Chinese brands, as they continued to cut MSRPs (manufacturer's suggested
retail prices) for existing models and facelifted models last month. We see more
room for discount expansion for foreign brands, as they continue to lose market
share and face overcapacity issues. Different automakers have been exploring
different ways to withstand the storm. BYD prioritizes market share, whereas
Great Wall focuses more on its high-margin models. VW tries its best to balance
sales and profit by not setting any hard targets amid the fast-changing dynamics.

B Great Wall Motor. In Apr 2024, Great Wall's average discounts at dealers
remained largely flat MoM (Figure 1), better than some peers. Rising
discounts for most models at Great Wall were offset by narrower discounts
for the facelifted models including the Ora Haomao EV, Menglong and Tank
400 PHEV during late Mar to Apr. Although the Tank 300 PHEV was rolled
out on 22 Apr, its deliveries were limited to 3,000 units this year, as the
company plans to roll out mass production after clearer pricing strategies
from rival models at its peers. Great Wall has also been attempting different
sales strategies, such as building direct-sale channels for the Tank and Wey
brands. The number of stores is to reach 100 by Jun and 200 by the end of
this year. It appears to us that Great Wall has been prioritizing profit
maximization of high-margin vehicles (Tank), but not the market share growth
for all the models, especially for its BEVs.

B BYD. BYD’s average discounts at dealers remained largely flat at about 2%
in Apr (Figure 3), after its aggressive MSRP cuts for the facelifted models.
Despite a MSRP cut of RMB62,000 for the facelifted Denza N7 launched in
early Apr, the model started to offer a discount of 3% last month, implying
sluggish sales outlook ahead. Discounts for the faceliffed D9 PHEV
(launched in early Mar) remained at about 2% in Apr. Unlike Great Wall, BYD
prioritizes market share with aggressive pricing. It starts to offer free
insurance and other benefits for the Dolphin EV in May to boost sales, apart
from the government’s new stimulus measures.

B GAC Group. Both Trumpchi and Aion’s average discounts at dealers
widened MoM in the 1st half of Apr but narrowed sequentially in the 2nd half
of Apr due to new models and MSRP cuts. Discounts for the GS4 narrowed
by almost 7ppts MoM in Apr, thanks to the launch of the GS4 Max. On the
surface, Aion’s average discounts fell by nearly 2ppts in the 2nd half of Apr
compared with the 1st half, but the effective discounts increased as the
MSRPs for the Aion S/Y/V were cut by RMB10,000 during 15-19 Apr.

Discounts at GAC Toyota widened by 0.7ppt MoM to an all-time high in Apr
(Figure 6) as we had expected. All models showed higher discounts in Apr,
and the discount for the new Camry (launch on 6 Mar) rose to 7% in the 2nd
half of Apr, in line with our prior channel checks for its lackluster new orders.

Discounts at GAC Honda widened by 1.2ppts MoM to an all-time high in Apr
2024 (Figure 7), mainly due to the discount increase of about 3ppts for the

China Auto Sector

Ji SHI, CFA
(852) 3761 8728
shiji@cmbi.com.hk

Wenjing DOU, CFA
(852) 6939 4751
douwenjing@cmbi.com.hk

Stocks Covered:

Name Ticker Rating TP (LC)
Li Auto LIUS BUY 48
Li Auto 2015 HK BUY 187
NIO NIO US HOLD 6.2
Xpeng XPEV US HOLD 10.5
Xpeng 9868 HK HOLD 41
GWM 2333 HK BUY 14
GWM 601633 CH BUY 32
BYD 1211 HK BUY 262
BYD 002594 CH BUY 285
GAC 2238 HK BUY 5.5
GAC 601238 CH BUY 14
EVA 838 HK BUY 15
Yongda 3669 HK BUY 2.7
Meidong 1268 HK BUY 4

Source: Bloomberg, CMBIGM

Related Reports:
“Auto - Leading indicators, policy imply a
strong May” — 7 May 2024

“Auto - Apr NEV sales beat; Price war
continues” — 2 May 2024

“China Auto Sector — New models with lower
MSRPs made discounts artificially stable” — 9

Apr 2024

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk


https://www.cmbi.com.hk/article/9827.html?lang=cn
https://www.cmbi.com.hk/article/9827.html?lang=cn
https://www.cmbi.com.hk/article/9806.html?lang=cn
https://www.cmbi.com.hk/article/9806.html?lang=cn
https://www.cmbi.com.hk/article/9694.html?lang=en
https://www.cmbi.com.hk/article/9694.html?lang=en
https://www.cmbi.com.hk/article/9694.html?lang=en

CME INTERNATIONAL

8 May 2024 AA—;*E@EE—S

Accord. Discounts for the Accord reached 20% in Apr after being launched
for just one year. Although we had projected discounts at GAC Honda’s
dealers to widen to all-time highs in 2024, the actual pace of discount
expansion was faster than our prior expectation.

BMW. Discounts at BMW Brilliance widened by 0.7ppt MoM to almost 25%
in Apr (Figure 8), a record high again. The new 5-Series launched in Jan
2024 offered a discount of 13% in the 2nd half of Apr. All other models'
discounts also widened MoM last month. We also expect the new i5's
discounts to rise in the next few months, should BMW target higher sales
volume. Its retail sales volume was only about 1,000 units in the first three
months of deliveries. We still expect BMW to increase special subsidies for
dealers in 1H24.

Mercedes-Benz. Discounts at Beijing Benz widened by about 0.6ppt MoM to
about 19% in Apr (Figure 9), an all-time high level again. The rising discount
last month was mainly driven by the C-Class and GLC. Discounts for both
models reached record highs last month. The redesigned GLC was only
launched in May 2023. Discounts for the E-Class narrowed slightly MoM, as
the Model Year 2023 versions were phased out at the end of Mar 2024.
Although Mercedes-Benz is less aggressive in sales volume than BMW in
China, its Apr retail sales volume is likely to surpass BMW. We also expect
new-car gross margin at Mercedes' dealers to be higher than that for BMW's
dealers in 2024.
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Figure 1: Great Wall Motor discounts at dealers

Figure 2: Geely discounts at dealers
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Figure 3: BYD discounts at dealers

Figure 4. GAC Trumpchi discounts at dealers

7% - 12% -
60/0 - A—J
5% - 9% 1
4% o
6% o
3% A
2%
3% A
1% A
0% T T T T T T T T T T : ! 0%
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2020 2021 2022 ——2023 —a— 2024 e (123 —_— 2024
Source: ThinkerCar, CMBIGM Source: ThinkerCar, CMBIGM

Figure 5: GAC Aion discounts at dealers

Figure 6: GAC Toyota discounts at dealers
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Figure 7: GAC Honda discounts at dealers

Figure 8: BMW Brilliance discounts at dealers
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Figure 9: Beijing Benz discounts at dealers
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