China Domestic Auto Brands will start New Round of Investment Surge
Zhejiang Zhongtai Automobile Co., Ltd declared to have completed purchase of Jiangnan Automobile Co., Ltd and have merged Jiangnan Alto. And after fierce competition between Huatai Automobile Co., Ltd and Beijing Hyundai Co. as well as Anhui Jianghuai Automobile Co., Ltd., Santa Fe formally settled in Huatai Automobile Co., Ltd. Following it, Huatai Automobile Co., Ltd. expressed that home-made Santa Fe together with other new-type vehicles will averagely adopt independent vehicle standards; and then all-sided & independent R&D started. Such major SUV producers as Hebei Zhongxing Automobile Co., Ltd together with Shijiazhuang Shuanghuan Automobile Co., Ltd and also such commercial vehicles producers as Beiqi Foton Motor Co., Ltd together with Jiangling Motors Co., Ltd are active in preparations for entering into passenger car field.       
　　 
Few years ago, such enterprises as Chery Automobile Co., Ltd and Zhejiang Geely Co., Ltd has experimented to deal with manufacture of automobiles; and following it, there are also several more enterprises entering into automobile industry. And then a round of self-owned brand vehicles manufacture surge comes into being.

Presently, new investment plans and projects based on self-owned brands have been active again. In detail, there are three causes for it from background. Firstly, with fiercer and fiercer competition and also smaller and smaller profits for types of vehicles, enterprises will consider taking measures to enlarge market scale and to improve scale merit. Secondly, success of such enterprises as Chery Automobile Co., Ltd, Zhe Jiang Geely Co., Ltd and BYD AUTO have brought some demonstration effects; following it, people holds enough identification and confidence in innovation ability of self-owned brands. Thirdly, as competition in international automobile industry becomes fiercer and fiercer, in China automobile market a kind of distinct work division also seems to have formed. In medium and high-end market, most products are from joint-venture enterprises, and self-owned brands are more involved in economy cars. However, self-owned brands have a rapid growth, and market shares are also gradually increasing; meanwhile, pressure from international competition has also decided that more enterprises hope to get more opportunities to fully play.  
Undoubtedly, such phenomenon can show that China has been in another upsurge phase for national enterprises investing in self-owned brand vehicles. And it’s very helpful to automobile industry without complete competition, especially sedan industry. 
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Such a round of hot self-owned brand investment has also represented that newly-entering enterprises and also those originally powerful enterprises in fields of trucks/passenger vehicles/SUV, have generally turned their eyes to sedan products. And in fact compared with other automobile products, sedan manufacturing can more show advantages of mass manufacture. Moreover, even though automobile enterprises have assumed a large sum of technology transfer fees, brand usage fees and compensation & benefit fees for senior managerial personnel, some automobile enterprises have also won higher returns on net assets. Therefore, more enterprises hope to get developed and win more profits in this field.     
Such enterprises have had some accumulations on technology; meanwhile, they also get familiar with China automobile market and hold enough preparations on management experiences. Besides, now enterprises have attached greater and greater importance to brand strategies; and new round of investment will be doomed to have long-term and brand-building plans. 
However, in automobile industry it’s said that investment in automobile industry has been overheated. And confronted with fierce competition, what market prospect will such a round of investment bring?
　   
Undoubtedly, we can also ponder from another perspective, namely why the whole industry can still keep a higher profitability with production capacity distinctly exceeding market demands? Whether or not enterprises have enjoyed undue preferences on land, labor, environmental-protection investment and taxes? If worst enterprises can still make profits, naturally more and more investors will be attracted into this industry. 
Table One: Comparison of Cost between Self-owned Brands and Foreign Enterprises
	Links 
	Cost Comparison

	Design and Construction of Plants
	Independent design, import of key equipments, and domestic investment of whole-vehicle plants of the same scale is one-fifth of international level 

	Products Development
	Low cost of sample vehicles manufacture. And low pay for development personnel has reduced development cost of the same-class vehicles by 40-50%

	Purchasing
	With the same scale, prices of steels are lower than average level in the world; and meanwhile prices of spare parts are also lower than average level by 20-30%

	Products Manufacture
	Average pay for workers in China manufacturing industry is half of that in such developing countries as Mexico, 3% of that in USA and Europe. Totally speaking, manufacturing cost is far lower than average level in the world, with the same scale and production efficiency

	Taxes
	Equivalent with average level in the world 

	Logistics Cost
	Higher than level in the world by 30-40%


Presently, popularity of automobiles in Chinese towns only reaches 4%; obviously, there will be a huge potential for China automobile market. In the short term, there may be superfluous production capacity; however, in the long term superfluous production capacity will clear up. Now enterprises choose to invest more based on long-term plans, market experience accumulations, market effects and also brand effects, instead of short-term demands.   
Table Two: Sales of Automobiles in 2006 

	
	10,000 Units 
	
	Sales Volume in 2006
	Year-on-Year Growth rate (%)

	Total  
	
	
	721.6
	25.13

	Passenger Cars
	
	
	517.6
	30.02

	
	
	Basic Type
	382.89
	36.89

	
	
	MPV
	19.11
	22.62


What effects will the new round of investment bring on automobile industry and even industry pattern? 

New round of investment fever may change leading position of foreign brands in the future, and even form leading position of self-owned brands in China market. Now foreign-brand automobiles highly cost, and meanwhile automobile manufacture technologies haven’t been mysterious any more. Following it, automobile brands will be further diversified and prices will also decline; or performance of products will be further improved with unchanged prices. 
