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China Auto Sector

When will discounts peak after rising for 8 months

We summarize the Jun 2023 price discounts at dealers for major automakers in
this report. Note that such discounts for each automaker are calculated based on
weighted average of May 2023 retail sales volume for each model, as Jun retail
sales volume data have not been released yet. Most automakers’ discounts
widened MoM in Jun 2023 to rush for 1H23 targets and cut inventories, as we
had expected. We maintain our previous view that the overall discounts may peak
around Jun-Jul 2023, as we see lower incentive for automakers to restock in
2H23, although discounts could remain high for a while.

B Great Wall Motor. Great Wall’s Jun 2023 discounts at dealers continued to
widen to the highest level since Jan 2021 (Figure 1), despite zero discount for
the Tank brand and the Lanshan PHEV. The Xiaolong and Xiaolong Max
PHEVs have already provided incentives to customers in order to withstand
the competition after the rollouts of the new BYD Song series and Geely
Galaxy L7. Great Wall may adopt an even more aggressive pricing strategy
for its upcoming PHEVS, in our view.
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B Geely. Geely’s average discounts at dealers in Jun 2023 widened MoM to 27-

month high (Figure 2). In fact, the patterns for discounts at Great Wall and
Geely were very similar in 1H23 (both from 5.5% in Jan to more than 9% in
Jun). The discounts for its ICE models are higher than those for NEV models.
Discounts for Lynk & Co PHEVs narrowed a bit MoM in Jun 2023. The Galaxy
L7 PHEV has already offered incentives to customers right after its debut.

BYD. BYD’s average discounts at dealers narrowed MoM last month and
remained the lowest among all major automakers (Figure 3). However, such
discounts narrowing was at a cost of lower average selling prices amid its
launch of cheaper variants for the Song, Qin and Han. Its new mid-size SUV,
the Denza N7 was unveiled on 3 Jul, with an MSRP of RMB 301,800-379,800,
which could be too expensive, in our view, given the heightened competition.

GAC Group. Trumpchi’s discounts at dealers widened a bit MoM in Jun,
especially for the M6 and GS3. Aion’s discounts at dealers narrowed MoM in
Jun, given the ramp-up of lower-priced facelifted Aion Y EV. We believe
investors’ main concerns for Aion now are its weak margin and brand building
with a large portion of ride-hailing fleets. Discounts at dealers of GAC Toyota
and GAC Honda continued to widen MoM in Jun. Japanese brands lost market
share in China in 1H23, partly due to their slower electrification transformation.

BMW. Discounts for BMW Brilliance also widened MoM in Jun 2023, to a level
that was very close to its all-time high in 1H19 (Figure 7). BMW revised down
its 2023 China sales-volume target to a similar level of Mercedes Benz in May
2023. On 1 Jun 2023, it also announced generous additional rebates for
dealers in 1H23. BMW raised its incentives per vehicle by about RMB 1,000
in 3Q23 vs. 2Q23 (excluding special subsidies announced on 1 Jun 2023),
based on our channel checks. Therefore, we expect BMW to provide special
subsidies to dealers in 3Q23 again. Nevertheless, we project BMW’s
discounts at dealers to gradually narrow HoH in 2H23 amid the new-
generation X1 and the gradual production phase-out for the heavily
discounted 1-Series and X2.
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Yongda 3669 HK BUY 6.5
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B Mercedes-Benz. Discounts for Beijing Benz widened MoM to a record high
of about 17% in Jun 2023 (Figure 8), largely in line with our prior expectation,
as we believe discounts for the new GLC could widen quickly.

Figure 1: Great Wall Motor discounts at dealers Figure 2: Geely discounts at dealers
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Figure 5: GAC Toyota discounts at dealers

Figure 6: GAC Honda discounts at dealers
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Figure 7: BMW Brilliance discounts at dealers
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Figure 8: Beijing Benz discounts at dealers
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