China's electric vehicle boom reshapes global oil demand
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China's electric vehicle (EV) market is experiencing rapid growth, with sales of fully electric and hybrid vehicles increasing nearly threefold over the last three years, reaching nearly eight times the levels seen in 2020. This surge provides significant advantages for automakers but also presents substantial challenges for the global oil industry, which has long depended on China as a key consumer.
Data indicates that China consumes approximately 20% of the world’s oil production, with gasoline making up 25% of the country's oil usage. However, the imminent rise in electric vehicle adoption is poised to trigger a sharp and sustained decline in gasoline demand. Analysts project that gasoline consumption in China could decrease annually by 4-5% through the end of the decade, a trend accelerated by the booming EV market, which is outperforming previous forecasts.
Currently, one in ten vehicles on China's roads is electrified, and this figure is anticipated to double by 2027. By the 2040s, it is predicted that EVs could completely dominate the vehicle market. Anders Hove, a researcher at the Oxford Institute for Energy Studies, shared insights with Bloomberg, estimating that oil demand for light vehicles in China may contract dramatically from 3.5 million barrels per day to just 1 million by 2040. Such a significant reduction is expected to have far-reaching repercussions for the global oil sector.
While the outlook for traditional oil companies remains concerning, certain factors may temper the extent of the decline. For instance, EV adoption in other major markets such as the United States remains relatively modest, accounting for only 10% of car sales. Furthermore, within China, plug-in hybrid electric vehicles (PHEVs) make up a considerable proportion of the EV sales; however, their gasoline usage continues to be an area of focus and scrutiny.
As China’s transition to electric vehicles accelerates, the implications for traditional energy markets become increasingly evident. The shift towards electrification not only alters consumer preferences but also introduces various challenges for sectors that rely heavily on fossil fuels. The growing popularity of electric vehicles marks a notable transformation in the automotive landscape, heralding significant changes for both manufacturers and the global oil industry.
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