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Battery Market
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Batteries, market and cost



How China came to dominate the EV 
and Battery industries
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The concept of the “new three” – or xin san yang – speaks directly to China’s “old 
three” that were once the pillars of its exports: clothing, home appliances and 
furniture.

The drivers behind the surging trio are consistent government support, an early start, 
strong and low-cost domestic supply chains, and a massive home market driving 
economies of scale.

2010, The new three introduced in the five year plan..



6

Efficient design and manufacturing excellence
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Fierce competition in EV:s among Chinese EV suppliers

“Only 7 of 170 
Chinese Automakers 

Will Survive”



European battery industry
2017 - 2024
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European Battery Alliance, unique initiative 2017
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Status Europas Battery Industry 2022 and 2026
Tesla Increases Battery Cell Production 
Target in Grünheide to 18 Gigawatt-Hours
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Who has been investing in the European battery value chain ?



European battery industry
status and way forward
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2025
9% of global battery production
30 % of battery supply to European OEM:s
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400 GWh
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EU Battery Factory forcast
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Strategic Funding Mechanisms implemented

❑ IPCEI Framework: Two "Important Projects of Common European 

Interest" pooled public aid to de-risk high-level innovation. The 2019 project 

provided €3.2 billion, followed by the 2021 EuBatIn project with €2.9 

billion targeted at first-industrial deployment.

❑ Battery Booster Facility: Introduced in late 2025, this €1.5 billion facility 

utilizes the EU Innovation Fund to provide interest-free loans. While critical 

for liquidity, actual capital deployment is not targeted until 2026.

❑ Upstream Mitigation: The RESourceEU plan (€3 billion) and InvestEU 

(€6 billion) aim to bridge the critical raw material (CRM) gap by 2026–

2027.
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Structural Imbalance in Public Support 

A critical geoeconomic failure is observed in the allocation of public 

capital. In 2024, the EU directed 18 billion** toward demand-side 

incentives (consumer EV rebates) and a mere **2.5 billion toward 

supply-side industrial manufacturing. This demand-heavy structure 

effectively functioned as a pass-through subsidy for foreign 

competitors; while the EU spent billions to stimulate demand, it 

simultaneously imported €22 billion in battery cells directly from 

China to satisfy that subsidized consumption.
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Ownership Structure and Geopolitical Reliance

• Foreign Dominance: Historically, South Korean firms held 82% of installed 

capacity, while indigenous European firms controlled only 8%.

• The "Top Five" Monopoly: Five foreign entities—LG Energy Solution, SK 

On, Samsung SDI, CATL, and Envision/BYD—account for 95% of actual 

production output.

• Technological Displacement: European firms were late to pivot from Nickel 

Manganese Cobalt (NMC) to Lithium Iron Phosphate (LFP). As the market 

shifts toward cheaper LFP, cobalt requirements are projected to drop by more 

than three-quarters
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"We need to significantly reorient our policy towards Beijing. 
If Chinese players want access to the European market —
representing 450 million consumers — then a number of
necessary technology transfers must be imposed in areas 
where Europe has fallen behind, but where China is at the 
forefront, such as batteries.”

Executive Vice-President of the European Commission for Prosperity and Industrial 
Strategy. European Commissioner for Industry, SMEs and the Single Market

Stéphane Séjourné

Europe at a crossroad
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Implications of Chinese Greenfield FDI – Risks vs. Benefits

Potential Benefits
•Economic Impact: Large-scale investments create local jobs and growth.
•Resilience: Locating production within the EU reduces the risk of supply chain disruptions.
•State Support: Several Member States actively solicit these investments with state aid (e.g., tax breaks, 
grants) to aid reindustrialization.

Strategic Risks
•Deepened Dependency: EU reliance on Chinese firms is deepened as they act within the Single Market.
•Market Distortion: Subsidized Chinese firms investing in the EU may unlevel the playing field and 
dampen growth prospects for EU competitors.
•Tariff Jumping: Local production allows Chinese firms to bypass import tariffs.

Elusive Benefits: Positive spillovers may be limited if Chinese firms rely on imported suppliers

Conclusion
•Balancing Act: The EU faces a trade-off between partnering for economic growth (FDI jobs) and 
protecting security (reducing dependencies).
•Coordination: There is a need for greater EU coordination on greenfield investments 



Way forward
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1 Tesla Model Y 51,673 Germany (Grünheide)

2 Škoda Elroq 28,321 Czechia (Mladá Boleslav)

3 Tesla Model 3 26,488 China (Shanghai)

4 Renault 5 (inc. Alpine A290) 24,369 France (Douai)

5 Škoda Enyaq 21,152 Czechia (Mladá Boleslav)

6 Volkswagen ID.4 18,987 Germany (Zwickau / Emden)

7 Volkswagen ID.3 17,665 Germany (Zwickau)

8 Volkswagen ID.7 15,833 Germany (Emden)

9 Leapmotor T03 14,471 China (Hangzhou) / Transitioning to Spain

10 Mercedes-Benz CLA EV 14,424 Germany (Rastatt)

EU EV sales Q1, 2026

European factories meets 47% of EV battery supply
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• bo.normark@innoenergy.com

• +46 (0) 706808020

Bo Normark
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