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6th June 2022 

China auto consumption stimulus – ICE cars are also in this time 

 

Two months after Shanghai went into lockdown, the Chinese government has become 

more proactive at reviving its economy. On 31st May, the State Council officially launched 

a basket of stimulus policies, including fiscal tools and monetary instruments with a view 

to stabilising investments and consumption, securing food and energy supplies, restoring 

supply chains and basic living needs. Among all the categories of goods and services, the 

government decided to focus on bulk items such as cars and home appliances to quickly 

boost up domestic consumption for the remaining of year 2022.  

Just to show how urgent it is to restore the auto supply chain after two months of 

pandemic control shocks, let’s look at the numbers: China’s total passenger car production 

volume dropped by 41.9% year-on-year and 47.1% month-on-month to 996k units in 

April, according to China Association of Automobile Manufacturers (CAAM). Capacity 

utilisation was halved under logistic disruptions and other pandemic control measures. 

On the other hand, China Automobile Dealers Association (CADA) ‘s data shows inventory 

piling up among auto dealers. In April, auto dealer inventory index went up by 21.7% year-

on-year and 9.1% month-on-month, reaching a trailing twelve-month high. China 

Passenger Car Association (CPCA) estimates that passenger car sales volume in May has 

dropped by 19% year-on-year. 

On the same day the State Council published its basket of stimulus policies, the Ministry 

of Finance and the State Taxation Administration jointly announced to cut the 10% vehicle 

purchase tax by half for cars purchased from 1st June 2022 to 31st December 2022 with a 

price tag not greater than RMB300,000 and with an engine displacement not larger than 

2.0 litres. This should be a big positive news for the Internal Combustion Engine (ICE) 

carmakers and their component suppliers, because the vehicle purchase tax cut is 

significant and it is the first time that tax incentives are given to the 1.8-2.0 litres range. 

The State Council targets to cut vehicle purchase tax by RMB60bn and, according to some 

industry experts, this RMB60bn should not be viewed as a maximum. The more vehicles 

are sold, the better. 
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In addition to the central government’s tax cut plan, local governments are rolling out 

various stimulus measures throughout the year to boost auto consumption. Shenzhen will 

release an additional 20,000 car licenses for New Energy Vehicles (NEV) and qualified ICE 

models, and will give subsidies to licensed NEVs ranging between RMB5,000 to 

RMB20,000. Shanghai will give a one-off RMB10,000 subsidy to buyers of pure battery 

EVs. Shandong province will give RMB6,000 coupons to NEV buyers and RMB5,000 

coupons to ICE car buyers. Shenyang, the capital of Liaoning province, will not only give 

a maximum of RMB100 million total subsidies towards car purchases, but will also 

subsidise the construction of charging/battery swapping infrastructure.  

Although most of the auto purchase coupons are targeted at NEVs, the ICE cars are also 

included in the stimulus packages at different levels of the government, calling for a full 

recovery of the auto supply chain. And on Chinese media, both official and private ones, 

we hear more and more these days about reviving the economy than we do about the 

zero-Covid policy, possibly showing that the Chinese government is gradually shifting its 

focus. 
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