
 

TARIFFS ON CHINESE EVS AND IMPLICATIONS ON ENERGY TRANSITION 

 
            The only thing we have to fear is fear itself. 

 
Franklin D. Roosevelt 

 
 

In May, the US announced tariffs of 102.5% on imported Chinese electric vehicles (EVs). One month on, the EU 
has also announced provisional tariffs on Chinese EV imports and Canada is considering raising similar levies. 
Such measures will not only create economic winners and losers but could also have profound implications on 
the world’s transition to a net-zero economy. 
 
Tariffs’ benefits uncertain 
Generally, the net impact of tariffs on the economy of the country that imposes them, in terms of output and 
employment, could be uncertain. 
 
Tariffs provide protection for some domestic industries and encourage import substitution. That could increase 
employment and domestic income. However, those industries with large exposure to the tariffs could suffer a 
decline in employment due to rising input cost and possibly become subject to retaliatory tariffs. If these downside 
effects were to negate or even overwhelm the positive impact from import tariff protection, that could result in a 
net negative effect on growth. Indeed, the US Fed’s research using the 2018 US tariffs found that the net impact 
on US growth and employment was negative, ceteris paribus. 
 
EU tariffs & China 
China exports no EVs to the US at this point. So, the Biden administration’s EV import tariff is essentially 
symbolic. However, the EU’s provisional tariffs could have material impact: Chinese EVs accounted for almost 
20% of the EV market in Europe in 2023, and the share is expected to rise to 25% in 2024. 
 
Furthermore, the estimated 40% cost advantage of Chinese EVs in the European market is much smaller than in 
other markets (Exhibit 1). If the EU goes with a 35%-40% tariff rate, that could eliminate China’s competitive 
advantage in the European market. 
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https://www.justinrpierce.com/index_files/flaaen_pierce_tariffs_manufacturing.pdf
https://www.transportenvironment.org/articles/how-europe-can-use-tariffs-as-part-of-an-industrial-strategy/
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The EU’s new tariffs are provisional because they might be reduced if Chinese producers prove that they get 
lower subsidies than the EU has estimated. Furthermore, if China could reach an agreement with the EU to 
reduce the volume of Chinese EV exports to Europe, the new tariffs may not be implemented at all. 
 
Winners and losers 
The tariff obstacle many prompt some Chinese EV makers to consider locating their production facilities to the US 
and export from there. That could help create jobs and boost manufacturing and tax revenues in the US. 
However, such incentive of the Chinese firms could be offset by the US government’s hawkish policy on Chinese 
investment in the US. 
 
So, the primary victims of the tariffs appear to be Chinese EV exporters in terms of profits and jobs. But the tariffs 
will likely also hit European and American consumers as domestic producers could raise EV prices, or keep them 
high, in the face of less competition. Producers from smaller countries could also suffer as they could face higher 
competitive pressure from China if it diverts its exports to Europe and the US to other markets. There may also be 
a higher risk of larger countries imposing protectionist measures. 
 
Impact on energy transition 
Crucially, by making EVs dearer in Europe and the US than they would otherwise be, the tariff protection would 
delay the transition from conventional air-polluting fossil-fuel powered cars. Since EVs can play an important in 
the world’s transition to a net-zero economy, arguably, some subsidies for EV production are a second-best 
policy. 
 
Furthermore, in the absence of a sufficiently high global carbon tax to incentivise energy production and 
consumption transition, a globally efficient subsidy rate for EV production should be set high enough to 
encourage the transition. From this perspective, tariffs on EVs are a distortion to this balancing policy act and the 
global initiative of net-zero transition. 
 
Finally, the new tariffs could create two opposing forces in the global markets. On the positive side, shutting 
Chinese EVs out of the European and US markets could prompt China to export EVs elsewhere, especially to the 
Belt and Road Initiative countries, enabling those countries’ consumers to access cleaner transportation and thus 
supporting the net-zero initiative. 
 
On the negative side, although the diversion of China’s EV exports to countries with small domestic automobile 
industries will only have a limited negative impact, the adverse effect on countries with a large automobile 
industry could be significant as their EV manufacturers would come under greater competitive pressure. These 
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countries may feel the need to follow the European and American tariff moves, which will erode the global energy 
transition initiative. 

 
Net-zero, a secular trend 
Despite the ebb and flow of government policy, net-zero transition is a secular trend. It will get stronger with a 
clearer direction than it does today when the global powers finally find a way to cooperate on a common energy 
transition policy via a combination of an EV subsidy scheme, a common tax on carbon emissions, and a common 
mechanism for allocating the emissions. 
 
The private sector can play a critical role in the energy transition process. As pools of capital that can be 
allocated across a range of assets, investment funds can be used to direct substantial financial resources 
towards sustainable and green initiatives.  
 
Market estimate puts the financing needs for the net-zero transition at over USD6 trillion a year between now and 
2030, with transportation and energy systems having the biggest funding needs. However, global climate 
financing was estimated at only a little over USD1 trillion in 2022. The huge funding gap underlies the attraction of 
energy transition as a long-term investment theme. 
 
 
Chi Lo  BNP Paribas Asset Management  

  

https://www.climatepolicyinitiative.org/wp-content/uploads/2023/09/How-big-is-the-Net-Zero-financing-gap-2023.pdf
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DISCLAIMER 
  
BNP Paribas Asset Management France, “the investment management company,” is a simplified joint stock company with its registered office at 1 boulevard 
Haussmann 75009 Paris, France, RCS Paris 319 378 832, registered with the “Autorité des marchés financiers” under number GP 96002.  
This material is issued and has been prepared by the investment management company. 
This material is produced for information purposes only and does not constitute: 
1. an offer to buy nor a solicitation to sell, nor shall it form the basis of or be relied upon in connection with any contract  or commitment whatsoever or 
2. investment advice. 
This material makes reference to certain financial instruments authorised and regulated in their jurisdiction(s) of incorporation.  
No action has been taken which would permit the public offering of the financial instrument(s) in any other jurisdiction, except as indicated in the most recent 
prospectus and the Key Investor Information Document (KIID) of the relevant financial instrument(s) where such action would be required, in particular, in the 
United States, to US persons (as such term is defined in Regulation S of the United States Securities Act of 1933). Prior to any subscription in a country in 
which such financial instrument(s) is/are registered, investors should verify any legal constraints or restrictions there may be in connection with the subscription, 
purchase, possession or sale of the financial instrument(s). 
Investors considering subscribing to the financial instrument(s) should read carefully the most recent prospectus and Key Investor Information Document (KIID) 
and consult the financial instrument(s’) most recent financial reports. These documents are available on the website. 
Opinions included in this material constitute the judgement of the investment management company at the time specified and may be subject to change without 
notice. The investment management company is not obliged to update or alter the information or opinions contained within this material. Investors should 
consult their own legal and tax advisors in respect of legal, accounting, domicile and tax advice prior to investing in the financial instrument(s) in order to make 
an independent determination of the suitability and consequences of an investment therein, if permitted. Please note that different types of investments, if 
contained within this material, involve varying degrees of risk and there can be no assurance that any specific investment may either be suitable, appropriate 
or profitable for an investor’s investment portfolio. 
Given the economic and market risks, there can be no assurance that the financial instrument(s) will achieve its/their investment objectives. Returns may be 
affected by, amongst other things, investment strategies or objectives of the financial instrument(s) and material market and economic conditions, including 
interest rates, market terms and general market conditions. The different strategies applied to financial instruments may have a significant effect on the results 
presented in this material. Past performance is not a guide to future performance and the value of the investments in financial instrument(s) may go down as 
well as up. Investors may not get back the amount they originally invested. 
The performance data, as applicable, reflected in this material, do not take into account the commissions, costs incurred on the issue and redemption and 
taxes. 
All information referred to in the present document is available on www.bnpparibas-am.com  

 


