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Hong Kong & China Market Daily

What’s Hot Today:

►China Auto: 2026 Trade-in Subsidy Renewed 

On December 30, 2025, China’s National Development and Reform 
Commission (NDRC) and the Ministry of Finance (MOF), together with 
relevant ministries, jointly issued the “Implementation Rules for the 
2026 Vehicle Trade-in Subsidy Program”, which will take effect on 
January 1, 2026. Compared with the 2025 scheme, the 2026 program 
refines eligibility coverage, subsidy rates and caps, and implementation 
and oversight. The table below summarizes the key differences between 
the two policy frameworks.:

Source: Sunwah Kingsway Research

The table below illustrates the total costs difference, under the 
scrappage-and-replacement route, by price tier.  It is estimated that car 
buyers will have to face an incremental cost of ranging from RMB7,500 
to RMB15,720, where cars priced at RMB50k will see the highest 
increment while those between RMB150k to 200k will be least affected.  
However, it is also noted that the subsidy cap will be reached for vehicles 
priced at RMB150k and above. 
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Our views: The government continues its long-standing approach of supporting auto industry 
through policies and subsidies to end-users. Compared with 2025’s scheme, the renewed scheme 
provide largely fixed-amount subsidies, and the new program shifts to percentage-based subsidies 
with caps, which structurally tilts support toward mid-to-high priced models. Higher-priced 
vehicles will easily reach the subsidy cap, while lower-priced models receive smaller benefits in 
absolute terms. Our analysis suggests that RMB 120k–250k segment sees the lowest incremental 
out-of-pocket cost in 2026 versus 2025, implying that the policy may also be designed to 
discourage low-end price wars.

However, the incremental boost to demand may be modest. Market commentary suggests that 
overall subsidy by government could be smaller than in 2025, potentially by around 20%. 
Meanwhile, although many expected the shift in NEV purchase tax treatment to trigger year-end 
purchase rush but recent sales data remained soft.  According to CPCA, November 2025 passenger 
vehicle sales stood at 2.225mn units (-8.1% YoY / -1.1% MoM). Overall, we see the policy as more 
“stabilizing than stimulating”.  It cushions the demand downshift, smoothing the replacement 
cycle, and shifting competition from price to better product and higher technology, with clearer 
marginal benefits for mid-to-high priced models.

We are of the view that domestic sales in 1H26 could be tough to grow and thus automakers with 
strong product competitiveness and scalable overseas expansion (capacity and channels) are more 
likely to outperform the peers, for instance, BYD (1211 HK, HK$95.35, HK$351bn), GWM (2333 HK, 
HK$15.30, HK$35.4bn), and Xpeng (9868 HK, HK$79.35, HK$152bn). They are trading at a PE of 
17x, 7x and 52x, respectively. (Research Department)
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