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Why tomorrow’s Hong Kong may challenge Oslo for the title - Electric Vehicle capital of the world.

Hong Kong is experiencing an unprecedented break
through in Electric Vehicles (EVs). According to the EPD,
the number of EVs registered grew from 100 in 2010 to
5,260 EVs by 2016. On January 2016, founder of Tesla and
Space X, Elon Musk stood before an audience in Hong
Kong, and proclaimed the city as a leading light for EVs.
The real life Iron Man also claimed he“ currently doesn’t
foresee any city exceeding Hong Kong’s EV market”.
Is Hong Kong truly the next world leader in electric
vehicles? And what is driving the transformation?
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Hong Kong’s best selling EV is Tesla’s Model S
The Hong Kong government provides EV purchasers with
one of the highest vehicle tax exemptions in the world. EVs
such as the Tesla Model S 85D, BMW i3 and 34 other models
qualify for the tax waiver, as well as a discount on yearly
road licensing fees.
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The First Registration Tax waiver offers a significant price
advantage for EV buyers. A Tesla Model S 60 KwH without
the tax waiver in Hong Kong would begin at an estimated
HKD$1,081,840, however with the tax exemption the sedan
begins at a competitive HKD$579,000. The largest benefactor of Hong
Kong’s growing EV market was Tesla. In 2015, Tesla sold 2,221 Model S
sedans and 70% of all EVs registered in the country (Guardian) were Tesla
Model S cars.
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Hong Kong has a comprehensive network of charging
stations. The government has installed over 1,300 public
chargers in 180 locations, providing one wall charger for
every 2 EVs in 2015. For comparison, the city of London
had 1,300 public chargers for 20 times as many EVs. The placement
of the government charging stations in Hong Kong’s 18 districts also
guarantees that every EV driver is always within 15kms from the closest
charging station. As of July 2015, Asia’s world city also possessed the
highest density of Tesla supercharging stations in the world.
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Factors that make
Electric cars a success
in Norway
Research from Norway revealed
2 factors that were crucial to the
successful adoption of EVs in
markets around the world. In the
paper Applied Energy, Måns Nilsson
of the Stockholm Environment
Institute discovered:

¡

The Northern Star.
Why are Electric cars so successful in Norway?
In Norway, the best selling vehicle is the fully electric
Nissan Leaf
Darren Brode / Shutterstock.com

Norway may only have 5.1 Million people, but this
Northern country has achieved the Holy Grail for
electric vehicles- the largest number of EVs per capita
in the world. In this Nordic country, 22.2% of new cars
purchased in 2015 were EVs, adding to the 3%+ total
market penetration in 2015. EV adoption has been such a success that
the government of Norway is considering banning the sale of new
petrol cars by 2025.

22.2%
of new cars purchased

in Norway in 2015 were EVs

Government policies such as tax
exemptions or rebates are 		
initially required to offset the
higher cost of EVs until market
prices reach more affordable
levels.

¡

Overcoming the general public’s
fear of Electric Vehicle ownership.
Concerns such as “range anxiety”
are large hurdles.

The initial financial incentive
mobilizes early buyers and as the
number of electric cars reaches
the point where people interact or
see them on a daily basis. Society
will start overcoming the fear of
electric vehicle ownership and begin
accepting electric cars as the norm.
CSG believes the critical point is
1% total market penetration. This
in turns leads to a larger majority
purchasing electric cars, further
encouraging the government to
increase charging infrastructure
and enact policies to incentivize EV
ownership. In March 2014, Norway
became the first country to reach
the critical point of 1% total market
penetration. Growth followed soon
after; by March 2015 EV penetration
reached 2% and exceeded 3% in
December 2015.
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Nilsson cautions that Norway isn’t an easily replicated example. This
can only be reproduced in a country that is not only wealthy, but also
imposes high taxes on new vehicle purchases. Traditionally Norway’s
new car tax can exceed 100% for hydrocarbon burning cars, making a
tax-free electric car an attractive proposition. In many ways, Norway
and Hong Kong are peas in a pod.

The tale of two Cities (HK is similar to Norway)
The market forces that made EVs a success in Norway is
also at play in Hong Kong. Both Countries impose high taxes
on new car purchases, but more importantly they offer tax
exemptions of 25-100% on EV purchases. Additionally Hong
Kong is close to the critical level of 1% market penetration
of EVs that Norway achieved 2 years ago. Should prevailing market
conditions remain, Hong Kong’s EV growth rate suggests that a 2-2.5%
total market penetration is achievable by 2020. The population of Hong
Kong is increasingly aware of EVs and is beginning to accept them as a
norm. If Hong Kong’s mirrors the same growth pattern as Norway, Asia’s
world city will reach 2% total market penetration by the end of 2017.
Fast Lane for Electric Cars

The popularity of electric vehicles has surged in Norway, encouraged by generous
subsidies including tax exemptions on their purchase and free use of toll roads for
e-car drivers
Norwegian electric car market
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Tax breaks on purchase and use of electric cars
Jan, 2014 data, selected markets
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Note: Figures include battery-powered electric vehicles and plug-in hybrids. Exemptions include national tax breaks on
purchases of electric cars vs. comparable internal combustion engine cars. Nonnational subsidies and incentives for
purchase are not included. Recurring tax exemptions are a 5-year cumulative total including savings on highway and
tunnel tolls and parking fees.
Sources: Norwegian Electric Vehicles Association, Mckinsey & Company
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Conclusion: CSG believes
that Hong Kong is a
strong market for the
following reasons.
Hong Kong has some of the
world’s highest government
tax incentives for EV purchases. Strong
EV growth will continue, provided the
First registration tax exemption for EVs
is renewed March 2017. CSG foresees
Hong Kong following worldwide
government trends of C02 reduction
and the adoption of green technology.
The German government plans to
ban combustion engine new car
sales by 2030, as does the Norwegian
government by 2025.
Hong Kong has the highest
density of charging stations to
EV ratio globally. A 2015 EPA report
showed HK with a little more than 2
cars per charger, this figure is higher
than Norway at six cars per charger,
and nine cars per charger in Japan.
Public awareness and
acceptance of EVs in HK will
continue to grow, especially as EV
registrations in HK surpass the critical
point of 1% total market penetration
by the end of 2016. CSG believes
2-2.5% penetration is achievable
by 2020 should prevailing market
conditions remain. Data suggests
a trend of strong continual growth;
between 2014 and 2015 the number
of EVs registered grew by 270%.

