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With the increasing environmental pressure and the shortage of oil
resources, the

development of new energy vehicles has become the important
direction of the national strategic development.

Industry development cannot leave the technical support. Under
the background of the era of economic globalization today, if there
are not core technologies to support the development of the
industry itself, then it tends to be eliminated by times. In fact, it has
to imitate or copy.

From tesla's rise to the new energy products launched by the
world's largest automakers,

all without exception shows great potential in the new energy field.
But, China has not yet found the most suitable development
direction in this field which is expected by Chinese to let them

catch up the leading level in the world.

The battery is the bottleneck

China's new energy vehicles started earlier, but they still lack of
core technology, including battery as a core key part in which
Chinese enterprises still have a big gap when compared with the
multinational car companies.

Although most of the domestic automakers have battery, motor,

electric control as three
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core technologies, the advantage of electric vehicles is not
obvious. In addition, part of the battery and motor technologies
adopt the outsourcing strategy, making it hard to form core
competitiveness.

And battery technology is the biggest obstacle restricting the
development of new energy vehicles.

At present, Telsa car as the most popular in the market also just
uses the existing battery technology. The battery technology has no
breakthrough yet.

New energy vehicles mainly use three categories of batteries:
lead—acid batteries, lithium batteries and nickel-metal hydride
batteries. In addition, there are different types of fuel cells.

For now, the lithium battery technology is the very popular. Lithium
battery supports quick charge, especially power lithium-ion
battery. But there are no quick-speed power supply. If the charging
is by normal 220V, then the current will be very high.

Take BYD E6 all-electric cars as an example. The type is the cobalt,
lithium iron phosphate battery with a configuration of battery
capacity being 200 Ah and nominal voltage 316.8 V. When 220V is
used, then the current at the high voltage is 287A. If the rapid
charge is used, such as 2C, 3C, then the current will be doubled. 3C
means 861A. , what kind of line can tolerate it? And even if a slow
charging is used (0.1C), the current is 28.7A. This means that the
car in the garage needs 10 hours to be charged into the full load
state, whereas the current is near to 30A. As such, the wire should
be changed. If the resident zone has more electric cars, then the
change will be greater.

If it is in a special charging station where the rapid charging is
made under the high voltage, such as 1 kv, then the current can be
reduced to 63A. 3C rate is 189A. However, the cost is very high. It
also needs professional personnel to operate —- this is not a home
— 220V socket. The wiring should be operated by the trained
personnel. High voltage is a test for the car itself and the charger.
The problems including facilities, batteries and so plague the
development of new energy vehicles. In Beijing, there are more than
60 stations for charging and battery changing, including more than
1000 charging piles and 200-300 scattered piles. However, it's

clear that these cannot satisfy the growing demand for new energy

vehicles to achieve convenient charging.
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According to 2013-2017 work plan of Beijing with regard to motor
vehicle emission pollution control, this year, Beijing will build 2120
charging piles to provide convenience for new energy vehicles. In
the next few years, these facilities will also be more and more. Only
in this year, Beijing will complete the construction of 86 gas
stations, 42 charge and battery-change stations, and 30980
charging piles, etc. By 2017, the criteria is that the charging pile

can be found in the range of 5km.
Technological innovation is the only way out

After the global financial crisis, the global car companies or giants

are busy in development, deployment and investment in electric

cars. But, our country's electric car industrialization process

becomes slow, forming a big contrast. Our country has taken the
energy conservation and new energy vehicles as a major national
strategy, and has launched the world's largest electric vehicles
promotion project. However, our country’ s mainstream
automotive supply and consumption markets still have strong wait—
and-see attitude. Fuel vehicles after more than 100 years of
development have formed their technical route, spending habits,
interests of the chain, a large inertia and social influence. There is
not enough incentive or force to break the existing pattern. Facing

the most important changes in the car technologies, why doe bot
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the supply and the demand hesitate? The reason is the difficulties
face the industrialization.

The industrialization of electric vehicles actually faces two big
difficulties

One is that the replacement of the fuel car by the electric car is not
caused by the production and consumption of the fuel car.
Therefore, producers and consumers have no sense of urgency for
the replacement, and the internal driving force does not exist. On
the other hand, in the early stage of industrialization, the technology
is not mature, and the size of the market is difficult to expand. There
is no test by the large—scale market.

Besides, the popularity among the users is low. Who is willing to
build infrastructure? When the infrastructure is not perfect, who
wants to buy a car? If the industry scale is not large, how is
production cost down? Under the condition of high prices, who is
willing to buy? ...... Soon.

, of course, this kind of situation is not unique in our country, every
car producers almost

met. This is what governments around the world electric cars the
first driving force for many reasons.

In a sense, at present our country’ s the electric car is in the
problem about the industrialization. The current task is to make the
government a visible hand and the market a invisible hand to come
together, guide enterprises and consumers through difficulties, and
start a new future.

At present, it is worldwide recognized that the new energy vehicles
development potential is the largest for China market. The Chinese
government has issued its energy conservation and new energy
vehicles industry development planning. China has established its
inter—ministerial joint conference system, and launched the 25 new
energy automobile industry technological innovation projects.
Standing on the shoulders of giants, we can buy technology and
products, but what is certain is that these technologies and
products bought are not the latest ones. That is to say, we should
have our innovations and independently developed technologies
and products. VW is successful in developing its new products, for
it has its own exclusive technology. VW is the industry leader in
technology, which makes its brand be recognized.

Car companies need a breakthrough in battery technology and
should have their technical reserves. Though the domestic
automakers still fail to make money from new energy cars, but if they
constantly do the research and development and make the
breakthrough in battery technology, then there will be a bright
future. Therefore, car companies should pay attention to technical
reserves. In fact, FAW, Changan, BAIC, JV, Chery, Geely and so
forth are spending their effort on both research and development of

electric vehicles.
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China over the past decade was driven by real estate with continuous double—
digit GDP growth. However, now the real estate is declining. In the next decade
the electric car is likely to become a new economic engine, promoting China's
economic development and social progress.
A global demand
The electric car is setting off a round of global demand, because of energy
crisis, the world's oil energy irrefragable, especially major energy transport
corridor having the possibility of change. The United States launched the
'Asia—pacific rebalancing" which is against China. Under this background, itis
likely to make China's major oil transport corridor to be not so unobstructed,
increasing the uncertainty of traditional energy supply. In order to avoid this
kind of embarrassment, it is very urgent for us to open up the energy channel
needed by the new economic growth. need to energy becomes particularly
urgent. It is also urgent for us to solve the problems about the environmental
pollution, including the urban haze, smog, and air quality and so forth. The car
industry faces a revolution of the energy, and it can be electrified. In our
country, the nuclear power, solar energy, wind energy, the traditional water
conservancy project, biomass conversion into power project and so forth are
available, which is the precondition of electric vehicle applications.
The electric car is a historical product of the development. Electric cars in
major western developed countries already have mature technical reserves,
including charge and fuel type cells and has the market conditions for the
promotion. The world trend of development of the electric vehicle is followed by
China. There is an obvious advantage in market promotion. The huge Chinese
market will certainly promote the world's electric car development.
Good development situation in our country
According to China's auto industry association statistics, electric cars in our
country had the total sales of 12791 units in 2012, rose 103.9% year—on-year.
In 2013, 17642 units were sold. In the first half of this year, the number of cars
produced and sold was 20692 and 20477, increasing 2.3 times and 2.2 times
respectively. The industry believe that in China this year the number of electric
cars will be more than 50000, respectively, three times as much as last year.

At present, our country has 88 cities included in the promotion program. The
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number of electric cars in ownship is still low, but the growth rate shows a
striking charm. In the next decade, the electric car may have a rapid growth
rate, comparable to that in real estate and the conventional automobile
industry, even more so.

In the big tide of the electric car in China, BYD, Yutong Bus and so forth has
achieved a good result. Shortly before, World Youth Olympic Committee
introduced 650 BYD electric public buses in Nanjing. BYD K9 pure electric
buses and e6 electric taxises have been used in Shenzhen, Changsha,
Nanjing, Xian, Hong Kong and other major cities as well as in Britain, the
Netherlands, Colombia, the United States. The number of e6 cars in the first
half of the year totally sold was up to 1391, up 90% year on year, close to the
number of 2013. Yutong Bus is the champion in the sales volume of passenger
buses in the domestic market. The first four months of this year, it sold 1400
electric buses. Yutong has promoted the use of more than 8200 electric
passenger buses, covering more than 40 large and medium-sized cities in
China.

The security of the development promoted by the policy

The Ministry of Finance issued a notice that the electric cars meeting relevant
conditions would be exempted from the vehicle purchase tax. July 30, the
national development and reform commission issued a notice that the
favorable price would be adopted for the centralized charging facilities and
that by 2020 years, the basic electric fee would be exempted. The residential
electric price will be adopted for the charging facilities in the families and
presidium zones and etc. July 21st, our country issued the guidance on the
acceleration of the promotion for electric cars, and this notice abolished the
directory of electric cars locally promoted. This lets the car companies see the
dawn. Insiders in the industry predict that, in the future, our country will launch
more supporting policies. Obviously, electric cars conforming to the
requirements of environmental protection has received the strong support from
the policy.

The New Deal also formulates a mandatory standard for the government official
car purchase. July 13, the implementation plan about the purchase of EV in the
government authorities and public institutions was issued. It specifies the ratio
of EV in the car bought should not less than 30% in the pilot cities, and
specifies that the price of EV after the subsidy being deducted should not
exceed 180000 yuan. The government procurement scope is defined in the
independent brand. Under the condition of not considering the price
difference, according to the previous purchase scale of 100 billion yuan, there
will be more than 10 billion yuan a year that is used to the purchase of electric
cars. This will also drive the development of the private car market.

The large electric car manufacturer

China introduced a number of conventional car brands in the past decade, but
did not yet mastered the key technology. Now, China will seize the opportunity
to cultivate independent brand electric vehicles as a breakthrough point.
Namely, it will not only speed up to cultivate independent brands in the
domestic market, but also seize the opportunity to go global. In the face of this
unique opportunity, China may become the world's leading electric car
manufacturer in the future.

In the next decade, according to the traditional auto industry's contribution to
the whole national economy, it is predicted that the vehicles will become the
new economic engine in the future, and will play a leading role of the Chinese
economy. From an investment perspective, the electric car should be the first
echelon for investment. For the investors, it is important to excavate the related

investment opportunities.




