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The car industry is definitely turning to developing and marketing electric vehicles. Worldwide, the
investment already announced is around $90 billion, and it is forecast to continue growing. It is also
expected that big car manufacturers will have dozens of new electric models on sale to the public in the next
few years. At first glance, the enthusiasm created by zero emissions models contrasts sharply with a market
share of barely 1%. However, the investment that is flowing in is in fact a reflection of what can be expected
in the future.

A future marked by a pressing need to combat climate change. The transport sector is responsible for one-
third of the carbon dioxide emissions into the atmosphere. Therefore, the world’s leading economies are
taking steps to promote the development and purchase of electric vehicles, preferably powered by clean
energy. The measures include tax incentives, stricter fuel consumption standards, subsidies for research
and development, investment in charging infrastructure, and clear goals for totally or partially replacing sales
of petrol and diesel cars, among others.

Among the countries that have taken transport electrification most seriously is China, currently the biggest
market for electric cars. Recently, the Chinese government proposed to encourage the mass adoption of
these vehicles through tax incentives, on the demand side, and production quotas, on the supply side. The
aim is to introduce around 7 million units by 2025, seven times more than the number currently on the roads
around the world. China would then become the major power in the development and marketing of zero
emissions vehicles. It is therefore not surprising that in recent years the big car companies have been
seeking to position their versions of electric vehicles in China and to create strategic alliances with local
companies.

Another key factor in the trend towards transport electrification is technology. The many years and resources
invested in research and development have resulted in a drop in the cost of lithium ion batteries, from
$800/kWh in 2010 to $300/kWh in 2016, which currently makes up about 40% of the retail price, before
taxes. The experts agree that the cost of these batteries could fall to below $100/kWh by the beginning of
the next decade, which would boost unit sales overall.

Some of the most recent models have an autonomy of 320 km per charge, enough to increase consumer
confidence in this technology. In addition, charging times have now been reduced and the number of
stations, both public and private, has expanded. As batteries and charging stations cease to be a problem,
consumers will be better able to evaluate other features of electric models, such as the fact that they have
fewer components, which leads to lower maintenance costs, and the fact that they can run for 5 to 10 times
more kilometres than an internal combustion engine.

Due to their low cost of maintenance and high durability, electric vehicles are vital for the development of
shared mobility and mobility as a service. At the same time, the electrification of transport will grow with the
appearance of self-driving vehicles. Although their generalised use will take a number of decades, due to
their technical complexity and legal implications, it is very probable that the new robot vehicles will be
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electric.

Lastly, the major challenge for car companies in the short term is to mass-produce electric vehicles
profitably. This challenge will require a considerable amount of innovation, not only in the area of batteries
but also in other key aspects, such as design, the procurement of consumables and assembly processes.
Since electrifying the vehicle fleet will not happen overnight, car companies will have to produce petrol,
diesel, hybrid and electric vehicles in combination, and efficiently, in the coming years.
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or
market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of
any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an
appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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