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Opportunities and Challenges in the 
Automotive Industry for Chinese 
Manufacturers

中國廠商在全球汽車市場的機會和挑戰

The automotive industry as a pillar of the global economy 
continues to face a growing number of challenges and pressures, 
including cost pressure, competition, globalization, market shifts, 
and volatility. However, the automotive industry in China has grown 
at more than 15 percent annually for a decade. In late 2015, when 
it looked like demand might decline, a tax break was introduced to 
keep the market growth in 2016.

Chinese automakers’ efforts to expand into more emerging 
markets have spurred positive forecasts on export growth, amongst 
strengthening international political ties. The emerging markets 
such as the Middle East and North Africa are identified as key 
growth drivers for Chinese carmakers. Several trade relationships in 
these markets are promoted by the country’s political relationships 
instead of market expansion. Other than the Middle East and North 
Africa, the fast-growing Indian and South Asian markets have been 
considered for their opportunities by many of Chinese manufacturers 
which have shifted their focus. 

by Shervin Shahidi Hamedani

The automotive sector faces a range of challenges 
globally with complicated safety regulations. The 
majority of exported Chinese-branded vehicles are 
shipped to developing countries. There is room for 
development in Iran, India, Indonesia and Malaysia. The 
Indian market draws Chinese auto makers’ attention 
because the demand is climbing and the market is 
developing at high speed.

Although Chinese companies are speeding up their 
pace to go abroad, the export environment in developed 
countries is not expected to change in the near 
future, as their saturated markets leave only limited 
opportunities for Chinese exports. Some developed 
countries have complex legal frameworks to protect 
local manufacturers. In the U.S., for instance, the 
market situation differs in each state, and has begun to 
levy heavy duties on truck and bus tires imported from 

Some trends could be observed from these 3 tables：

1. Taiwan’s fastener export to Mexico between 2006 and 2016 was on the rise year after year and 
the total value increased from USD20 million to USD70 million, showing the fact that Taiwanese 
fastener companies have been on a path to gradually expand business to Mexico. 

2. The percentage of Taiwan’s fastener export to Mexico in its total fastener export also increased 
from 0.85% to 1.96%, showing the increasing demand for fasteners in Mexico due to its industrial 
development. Taiwanese fastener companies also increased their export to Mexico year after year.

3. The unit price for Taiwan’s fasteners exported to Mexico in 2016 was still 8.62% lower than the unit 
price of Taiwan’s fasteners exported to the whole world, which shows Taiwanese fastener companies 
still have a long way to go in their fastener business with Mexico. 

	 Conclusion
It has been over 20 years since Mexico becomes a member of NAFTA. Although this free trade agreement did draw 

more foreign investors to Mexico, boost the import & export, create more job opportunities and reinforce the economic 
growth effectively, it also caused severe injury to the local Mexican agricultural industry. The most significant example is 
that the dumping of low priced agricultural goods from the U.S. caused the slump in prices of Mexican agricultural goods, 
making 85% of Mexican peasants live below the poverty line and widening the gap between the rich and the poor in 
Mexico. Moreover, as around 37% of Mexico’s annual revenue is generated from its oil export, the current low level of oil 
price in the international market has greatly reduced Mexico’s income from oil sales. In the past 10-20 years, Mexico has 
been always the “medium country” for multinational corporations to search for low-wage labor and reduce the cost for 
shipments to the U.S. In addition to NAFTA, Mexico has also signed the other 32 free trade agreements. The U.S. is the 
biggest trade partner for Mexico and Mexico is also the first country that has successfully exploited free trade agreements 
to reinforce its domestic economic development. On the other hand, as there are many well-established export processing 
zones and more than 30 car assembly plants in Mexico, Mexico will be a very good option for any company interested in 
tapping into U.S. market or expanding business to Latin America. 
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The majority of largest Chinese fastener manufacturers are 
well-equipped to meet the needs of both the volume serial 
production of commercial vehicles and the aftermarket supply 
of replacement parts by supplying all metal and plastic fasteners, 
engineered small parts and manual assemblies. Whether for 
vehicle body, chassis, powertrain, interior or electronics, Chinese 
suppliers provide good quality parts to meet every application. 

The usage of industrial fasteners in maintenance, repair, and 
overhaul (MRO) industry will predict substantial revenue growth 
at a CAGR of 5.3% from 2016 to 2025. Rising MRO activities 
in various sectors including automobile will increase the market 
size. The growing requirement for enhanced efficiency for 
machines is anticipated to fuel the need for MRO activities, 
which in turn is expected to boost the industrial fastener demand 
over the upcoming years.

Externally threaded fasteners are the largest product segments 
in the automotive industry. Growth can be attributed to the 
increasing use of fasteners in the automotive OEM, machinery 
OEM and construction industry. The automotive industry is the 
largest market for fasteners, and automotive OEM is the second 
largest application market as a result of increasing production 
of automobiles in China, and other countries such as Japan, 
Australia, Mexico, USA and India.  

Although automotive manufacturing is growing in China, 
the automotive distribution industry is facing an enormous 
challenge. Among the weak development of the automotive 
distribution industry in China, the automotive aftermarket, 
covering automotive finance, auto repair & beauty and used cars, 
has jumped up with higher profit margins. However, the easy 
replaceable nature of automotive fasteners makes it convenient 
for the end use consumers to purchase fasteners for their vehicles 
that would further boost the aftermarket of automotive fasteners. 
The alternatives to automotive fasteners such as clinching and 
welding can slow down the growth of the automotive fastener 
market.

Sources: 
• China Automotive Industry, Deloitte 

• China Automotive Distribution and Aftermarket Report; 
Industrial Fasteners Market, PR Newswire

• Automotive Fasteners Market: Global Industry Analysis and 
Opportunity Assessment, Future Market Insights

China. That is, Chinese products are well-matched more 
to the local needs there, in terms of parts, materials, road 
performance, emission standards, and driving safety than 
markets in developed countries such as the US and EU. 

However, some manufacturers in China by leveraging on 
acquiring high quality resources and absorbing advanced 
operation insights and management methodology have 
become a major pathway for Chinese automotive companies 
to grow bigger and stronger.

Automotive Fasteners
The automotive industry is the largest market for 

industrial fasteners. Automotive fasteners are made up of 
various materials such as iron, aluminium, brass, nickel, 
stainless steel, plastic and they are further classified with 
their distinct characteristics. Automotive fasteners are 
generally used for clamping parts of vehicles together 
to avoid their separation or wobbling, transmitting loads 
as well as prevent leakage of joint. Automotive fasteners 
come in various shapes and coatings, colours to meet the 
demand of the automotive fastening market along with the 
attractive designs and quality. Over the last decade various 
companies have been involved in the technological research 
and development of automotive fasteners, which results in 
superior quality fasteners and the growth of the automotive 
fastener market. 

The global fastener market is segmented into seven 
regions which include North America, Latin America, 
Western Europe, Eastern Europe, APEJ, Japan, the Middle 
East & Africa. Europe is the market leader in the automotive 
fastener market, owing to its being the largest global 
automobile hub. APEJ is the second major contributor in the 
automotive fastener market due to the growth in the vehicles 
market and the aftermarket sales of fasteners.

The growing automobile industry in China and the vital 
importance of fasteners in automobiles in this country are 
key driving factors in the automotive fastener market. The 
technical developments and improvements in the quality 
and durability of fasteners is another driving factor in the 
automotive fastener market. 

The main automotive industry manufacturers support 
a variety of business segments, both upstream and 
downstream. Not only in China, but across the globe, 
the automotive industry accompanied by its components 
manufacturing facilities, including steel plants, fastener 
producers, aftermarket shops, service providers are the 
catalyst for regional and local development.  

The industrial fastener industry, as one of the key 
upstream industries in the automotive market, is expected 
to grow significantly at a CAGR of 5.7% by 2025 as a result 
of increasing applications in automotive and construction 
industries in emerging countries such as China.
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