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Week of 13th September 2021 

What’s on our mind this week? 

China's New Electric Vehicle sales continue to be unstoppable in August 

 

In August, China's New Electric Vehicle (NEV) car manufacturers announced stellar sales 

numbers. According to the China Association of Automobile Manufacturers (CAA), the 

production and sales volume of locally manufactured NEVs in China climbed to 309,000 

and 321,000 vehicles respectively during the month, an increase of 180% YoY and 120% 

over the 2019 levels. This means the penetration rate of NEVs rose to 17.8% in August, 

also reaching a record high.  

 

Monthly China NEV sales volume (000 vehicles)

 

Source: China Association of Automobile Manufacturers (CAAA)- September 2021 

 

China has been accelerating the development of NEVs to achieve its target of reaching 

carbon emissions peak by 2030 and being carbon-neutral by 2060. From the second half 

of 2019 to the end of 2020, China's new energy vehicle penetration rate had not been 

able to break through 6% due to multiple factors such as subsidy withdrawals and the 

impact of the Covid 19 pandemic. Since the beginning of 2021 however, China's NEV 

penetration rate has soared from 5% to nearly 18% in just eight months. The Chinese 

government has set a target for NEVs to make up 20% of new car sales by 2025. According 

to China Association of Automobile Manufacturers, that goal might be reached well ahead 

of schedule as the NEV market may have already seen the turning point from being policy-

led to being market-led. 
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Penetration rate of NEV in China (%) 

 
Source: China Association of Automobile Manufacturers (CAAA) – September 2021 

 

Overall vehicle sales in China stood at 1.8 million in August, down by 17.8% YoY and 5.9% 

MoM. Sales of passenger vehicles were 1.55 million, higher than the production volume 

of 1.49 million. The sales fall in August was attributed to two reasons: On the one hand, 

semiconductor factory shutdowns in Malaysia led to a tight production schedule for 

automotive-grade chips, which worsened the chip shortages that started with the Covid 

19 pandemic. On the other hand, the adoption of Stage VI emissions standards for heavy-

duty vehicles caused a short-term market fluctuation, affecting demand for trucks and 

commercial vehicles.  

 

Under such chips-shortage situations, we can see that Chinese carmakers adopted flexible 

supply chain management to help sustain buoyant NEV sales. Previously, there were no 

direct communication channels between carmakers and chip suppliers. Currently, Chinese 

carmakers seek to liaise directly with chip suppliers or to buy chips from the secondary 

market to sidestep chip shortages.   

 

Local brands continued to gain market share because of more effective measures dealing 

with the chip shortage and strong NEV sales growth. In August, local brands' passenger 

vehicles accounted for a 45.3% market share, improving from 36.5% in January 2021. 

Trendy brands such as Tesla and economical Wuling models have made the NEV segment 

a dumbbell shape, the best-selling models being the least and the most expensive ones.  

 

NEV's penetration rates among local Chinese brands' sales was 35% in August, while it 

was only 2.7% for foreign brands under joint ventures. BYD sold 61,409 NEV units in 

August, representing an increase of 301% YoY and 21% MoM. SAIC-GM Wuling, known 

for its affordable mini-sized models, sold 43,783 NEV vehicles in August, a 140% YoY 

increase. 
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Wuling mini-sized models 

 

 
 

 

Emerging pure EV brands also released delivery numbers: Li Auto delivered a total of 9,433 

units, leading the trio. Xpeng delivered 7,214 vehicles, an increase of 172% compared to 

August 2020, and Nio reported 5,880 cars delivered. Although Xpeng and Nio's delivery 

numbers in August showed a decline MoM, both companies gave positive guidance for 

September. Nio will likely deliver about 9,000 vehicles in September, a jump of over 50% 

from August. Xpeng, too, is looking at monthly delivery volumes of 15,000 in Q4, doubling 

its current number. 

 

Monthly sales volume of top NEV brands (vehicles) 

 
Source: China Passenger Car Association (CPCA) – September 2021 

 

 

The Greater Bay Area is taking shape – Qianhai and Hengqin are names to remember  

Among the many bay areas around the globe, the Guangdong-Hong Kong-Macau 

Greater Bay Area (GBA) in southern China is very unique. One needs a passport or travel 

permit to cross the three hard borders (fully equipped with barbed wires and police 

control checkpoints) that still exist between Hong Kong, Macau and the Guangdong 

province of China. To make things even more complex, each territory has its own currency, 
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its own government, its own judicial system, even though they are all part of China. 

However all residents share the same dialect – Cantonese.  

The concept of the Greater Bay Area was first announced by the Central government of 

China in July 2017. It was born from the idea of integrating some of the most dynamic 

cities of China within a gigantic megalopolis where infrastructure, technology and 

financial systems are to be interconnected to each other, despite  being administratively 

separate.  

We do need a map of southern China to understand the issue at hand. The Greater Bay 

Area consists of the Hong Kong Special Administrative Region (or SAR), the Macau SAR 

and nine cities of Guangdong province in mainland China, namely Shenzhen, Zhuhai, 

Zhongshan, Jiangmen, Foshan, Zhaoqing, Guangzhou, Dongguan and Huizhou. It 

accounts for 12% of the GDP of China, 86 million people and would be the 12th largest 

economy in the world if it was a country by itself. 

The pearl river delta in southern China, with the Greater Bay Area highlighted in orange 

 

The development of this part of China took off vertically in 1980 when Shenzhen, a city 

directly facing Hong Kong, and Zhuhai, another city directly facing Macau, were 

designated as Special Economic Zones by the central government in Beijing. That’s when 

China opened up its economy to foreign investors and allowed private capital to prosper 

without much restrictions. The Shenzhen Special Economic Zone quickly became the 
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largest industrial zone in the world. Thanks to their connection with Hong Kong and 

Macau, Shenzhen and Zhuhai became the cornerstone of China’s economic miracle. 

Fast forward forty years, Special Economic Zones are no longer relevant as foreign 

investors have been able to set up their own businesses anywhere they wanted across 

China, and for a number of years already. The checkpoint on the highway from Guangzhou 

to Shenzhen is no longer stopping any vehicle and was about to be pulled down last time 

we passed by it. Integration is now taking another dimension with the merger of what 

used to be the separate Special Economic Zones of Shenzhen and Zhuhai with cities in 

Guangdong province that were not in the initial set up and that expanded exponentially 

over the years. Most noticeably it includes Hong Kong and Macau that were off limit back 

in the eighties as they were still under the control of Great Britain and Portugal.  

Two and a half years after the unveiling of the Greater Bay Area concept, the Chinese 

government is now taking concrete actions. For instance it is now possible to cross-sell 

financial products within the Greater Bay Area without any consideration for border 

restrictions. We also witnessed a few days ago the birth of Greater Bay Airlines, a new 

airline headquartered in Hong Kong.  

Two announcements were also made back to back by the Chinese government: The "Plan 

for the Development of the Guangdong-Macau Intensive Cooperation Zone in Hengqin" 

(“the Hengqin Plan”) on 5th September and the "Comprehensive Deepening Reform and 

Opening Up of the Qianhai Shenzhen-Hong Kong Modern Service Industry Cooperation 

Zone" (“the Qianhai Plan”) on 6th September. 

 

The Qianhai Plan 

The Qianhai Cooperation Zone was initially a 14.92 sq km area in the Nanshan district of 

Shenzhen, comprising almost entirely land that had been reclaimed on the Pearl River in 

2010. After finishing the first-stage development by 2020, the central government has 

decided to turn it into a new world-class business centre. It has expanded the area 

eightfold to 120.6 sq km and has specified the key focuses of the zone to be on services 

and technology. This area is meant to become a major business magnet over the next 5 

to 15 years.   
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Qianhai’s location 

 

Expanding the original Qianhai Cooperation Zone eightfold to 120.56 sq km 

 

The Hengqin Plan 

As for Hengqin, it was initially an underdeveloped island that was administered by the city 

of Zhuhai, in mainland China, and located literally in front of Macau. In 2009, the whole 

island was designated as a special economic district, named the Hengqin New Area. It is 
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connected to Macau's Cotai strip where all the casinos are located via the Lotus Bridge. It 

had a physical border checkpoint to separate the Macau SAR from mainland China.  

Parts of the 106.46 sq km Hengqin were leased to Macau by the State Council of China in 

2009. Macau laws started applying, and the leased area went through an expansion boost 

over the past years. The border checkpoint is gone. Hengqin is similar to Qianhai in that 

they were both located in Special Economic Zones of mainland China, both facing the two 

Special Administrative Regions of Hong Kong (in the case of Qianhai) and Macau (in the 

case of Hengqin).  

But there is a subtle difference between the two zones. While the Qianhai Cooperation 

Zone setup is more about modernising the area by turning it into a business centre with 

a focus on technology and services, the Hengqin New Area is more about mainland China 

supporting the growth of Macau with extra land resources and capital and helping Macau 

diversify away from the gambling paradise it has been for decades. The central 

government wants the Hengqin Macau Zone to adopt a new governing model with a very 

diversified industry exposure ranging from Chinese medicine, high tech, tourism to 

financial services, allowing Macau to deepen collaboration with mainland cities. 

Hengqin’s location 
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In summary, both the Qianhai-Hong Kong plan and Hengqin-Macau plan are part of 

China's blueprints to foster integration in the Guangdong-Hong Kong-Macau Greater Bay 

Area. The central government takes different approaches toward the two.  

The responses from Hong Kong and Macau to the master plans were interesting. Hong 

Kong's senior officials and pro-establishment politicians welcomed the Qianhai plan, 

saying it would provide renewed economic impetus to drive the city's growth. But there 

were also concerns that the rise of Qianhai and Hengqin means increasing rivalry for Hong 

Kong being the financial hub of southern China.  

The major concern for Macau is that the co-governance model would eventually blur the 

border between the two systems faster than anyone would have anticipated. 
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