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2025: A PIVOTAL YEAR FOR ELECTRIC VEHICLES IN EUROPE

Jean-Luc Proutat, Stéphane Colliac, Marianne Mueller

2025 saw a renewed appetite among Eu-
ropean consumers for electric cars. This SALES DEVELOPMENT OF ELECTRIC VEHICLES, AS % OF TOTAL
enthusiasm comes after a lacklustre 2024,
when registrations stagnated following
the late 2023 announcement regarding
the reduction of budgetary support in
France and the complete withdrawal of
such support in Germany. Yet, numerous 35
studies, including the joint report by Pisa-
ni-Ferry and Mahfouz, had deemed these
subsidies crucial.
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The post COVID fiscal consolidation eroded 5
the support for electric vehicles. In Ger-
many, the purchase subsidies vanished af-
ter the Karlsruhe Court ruled that unspent
COVID funds could not be repurposed for
electrification without a new parliamen-
tary vote granting an exception to the EU
debt brake rule. In France, the subsidies
were reduced. Coupled with a European
preference rule that increased the cost of
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However, that hiatus has now ended.
When asking whether a country can
tighten its budget deficit and still back electrification, the answer is yes. France exemplifies this by using energy efficiency certificates. These certificates
are funded by energy producers - ultimately passed on to energy consumers - with a relatively minor impact on inflation, given that inflation currently
hovers around 1% and market electricity prices are on a downward trajectory. This scheme therefore does not put an additional strain on public finances.

Furthermore, it is possible to comply with the debt brake rule while reintroducing a purchase subsidy for electric vehicles, provided that savings are
generated elsewhere. A few weeks ago, the German government, led by Chancellor Merz, announced a €3 billion EV purchase subsidy modelled on the
French initiative and featuring a community preference component. As a result, the proportion of electric vehicles is already beginning to recover.

The reduction in electricity prices also provides a boost. The electrification of end-use applications has been slow, and electricity demand has not kept
pace with the swift growth of supply. Production is currently highly surplus-laden, especially in France, but also in most member states. Consequently,
many countries have seen a decline in energy production costs, with Germany trailing behind its counterparts due to its less decarbonised energy mix,
although it too benefits from lower costs.

The critical question remains: can Europe increase electric vehicle production without triggering a sharp rise in Chinese imports? France serves as a
valuable example. Imports of Chinese built cars fell by EUR 1.1 billion between 2023 and 2024 (from EUR 2.9 billion to EUR1.8 billion) and have only
slightly recovered since then. This decline is the direct result of the community preference rule introduced in the French EV bonus at the beginning
of 2024, along with additional tariffs imposed by the European Union. Nevertheless, the medium-term outlook indicates a growing presence of
Chinese manufacturers in Europe. The automotive value chain is already feeling the pressure: the deficit in automotive equipment imports in France
reached nearly EUR 5.5 billion over the 12 months ending in October 2025, marking a shift from the surplus that had persisted until 2016.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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