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Pakistan’s automobile industry has shown a strong rebound since the macro-economic
stress of prior years. The sector is led by a few major assemblers (Pak Suzuki, Indus/
Toyota, Honda Atlas, Hyundai, Kia, MG), and is now seeing new dynamics with the
entry of EV players like BYD. Growth is being driven by improving consumer sentiment,
easier vehicle financing, lower interest rates, and renewed investments in production
capacity. The auto market remains highly import-dependent: many of the components
are imported, assembly is more common than full manufacturing, and the regulatory
setup (tariffs, duties) strongly shapes local economics.
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Pakistan Macro-economic Overview

Pakistan has made notable progress in pulling back from crisis, with inflation easing significantly,
the current account recording a temporary surplus, and the fiscal deficit narrowing. However,
the economy continues to grapple with high debt, import dependence, and a persistently narrow tax
base. While short-term conditions indicate relative stability, medium-term sustainability will depend on
comprehensive reforms—expanding the tax net, restructuring the energy sector, and diversifying exports

beyond traditional textiles.

Growth, Prices, and Employment

GDP Growth: Pakistan stabilized growth at 2.5% in
FY24 following near-stagnation in FY23. In FY25,
growth inched up to 2.7%, supported by a gradual
recovery in agriculture and certain service sectors.
For FY26, multilateral institutions such as the IMF
and World Bank project growth in the range of 3.5—
3.6%, conditional on sustained policy discipline.
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Inflation: Inflation was the dominant challenge
in FY24, averaging above 23%, primarily due to
elevated energy costs, currency depreciation, and
supply disruptions. A sharp disinflation followed
in FY25, with average CPI declining to 4.6%, and
further easing to 3.6% during July—August FY26. This
improvement reflects currency stability, moderation
in food prices, and a tight monetary stance.

Employment: The official unemployment rate
stands at 6.3%, based on the 2020-21 Labor Force
Survey. The absence of updated surveys obscures
the current labor market dynamics. Anecdotal
evidence suggests limited job creation, rising
underemployment, and continued informality,
despite a stable headline unemployment figure.

Implication: While growth recovery is progressing,
it remains fragile, with employment gains lagging
behind. Inflation is now firmly under control,
creating scope for monetary easing and potential
adjustments in interest rates.

Fiscal and Debt Dynamics

Fiscal Deficit: The consolidated deficit remained
elevated at 6.9% of GDP in FY24 but narrowed
to 5.4-5.6% in FY25, supported by record FBR
collections and curtailed federal development
spending. The FY26 budget sets an ambitious target
of 3.9% of GDP.

Tax_Revenues: FBR collections rose from Rs 9.3
trillion in FY24 to Rs 11.9-12.0 trillion in FY25,
with a target of Rs 14.1 trillion for FY26. Despite
this improvement, the tax-to-GDP ratio remains in
single digits, significantly below emerging-market
benchmarks.

Public Debt: Debt sustainability continues to pose
the most significant macroeconomic risk. Public
debt increased to 73.2% of GDP in FY25, compared
to 72% in FY24, with the nominal stock reaching Rs
74.9 trillion by April 2025. Domestic debt forms the
majority, standing at Rs 54.5 trillion as of June 2025.

Debt Servicing: Interest payments now absorb over
60% of FBR revenues, severely constraining fiscal
space for development and social sector spending.

Implication: Fiscal consolidation has shown
progress, but debt dynamics remain highly
vulnerable. Without meaningful tax base expansion,
dependence on borrowing will persist, keeping debt
ratios elevated.

External Sector and Balance of Payments
Remittances: A key positive, remittance inflows rose
from USD 30.3 billion in FY24 to a record USD 38.3
billion in FY25, largely driven by strong contributions
from the Gulf region. Momentum continued in July
2025, with inflows of USD 3.2 billion.

Exports & Imports: Exports of goods and services
increased modestly from USD 38.9 billion in FY24 to
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FY24
2.4%

Indicator
GDP Growth (%)

Inflation (CPI, % avg) 23.4%

20.5%
(Jun-24)
278
(Jun-24)
6.9%

Policy Rate (%)
Exchange Rate (PKR/USD)
Fiscal Deficit (% of GDP)

-2.0
-24.0
30.7
54.7

Current Account Balance (S bn)
Trade Balance ($ bn)

Exports (Goods & Services, S bn)
Imports (Goods & Services, S bn)

30.3
1.4

Workers’ Remittances (S bn)

Foreign Direct Investment (S bn)

9.4
(Jun-24)
70%

Foreign Exchange Reserves (S bn,
:13)

Public Debt (% of GDP)

Energy Prices (Avg Power Tariff, Rs/ 29.8

kwWh)

Gas Price (S/MMBtu) 5.0to 11.0

Unemployment Rate (%) 6.3%

USD 40.7 billionin FY25. However, imports expanded
more sharply, rising from USD 64 billion to USD 70
billion, thereby widening the trade deficit. July 2025
reinforced this trend, with exports at USD 3.5 billion
against imports of USD 6.3 billion.

Current Account: Despite the widening trade gap,
record remittances drove the current account
into a surplus of USD 2.1 billion in FY25 — a rare
outcome after years of persistent deficits. However,
July 2025 saw a return to deficit (USD 254 million),
underscoring the fragility of this balance.

Implication: The external sector has strengthened
due to robust remittances, but remains exposed

FY25
2.7%

Commentary / Direction

Gradual recovery driven by agriculture
and stabilization policies.

4.6% Sharp moderation but still elevated vs

peers.
11.0%
(Jun-25)
284
(Jun-25)
5.4%

Tight stance easing slightly with inflation
fall.

Relative stability post-IMF SBA, but
pressure persists.

Some consolidation via revenue
measures.

+2.1
-29.0
40.7
70.1

Slipped back into deficit as imports rose.
Import rebound outpaced exports.
Modest growth, led by textiles & IT.

Stronger import demand with partial
recovery.

38.3
2.3

Steady inflows, supporting FX reserves.

Still weak but some uptick in energy &
telecoms.
14.5
(Jun-25)
73%

Import cover 1.7 months, still thin.

Rising burden amid high interest

payments.
36.0 Significant rise, eroding industrial
competitiveness.
10.0to

11.0
6.3%

High regional disadvantage.

Latest official LFS 2020-21 figure

to import dependence, elevated energy costs, and
vulnerability to global oil price volatility.

Future Outlook (FY26 and beyond)

Growth: GDP growth in FY26 is projected to improve
moderately to 3.5-4%, contingent on political
stability and continued progress in power sector
reforms.

Inflation & Monetary Policy: With CPIl easing
to around 3-4%, the central bank has scope to
gradually reduce policy rates, which could support
investment and credit expansion. Nonetheless, risks
persist if fiscal slippages erode market confidence.
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Fiscal and Debt: Meeting the FY26 fiscal deficit
target of 3.9% appears challenging. Pressures
from energy subsidies and weaker petroleum
levy collections may widen the gap, necessitating
additional borrowing. Public debt is expected to
remain elevated, near 77% of GDP, raising concerns
about long-term sustainability.

External Accounts: Remittance inflows are likely to
remain strong, but exports will require structural
reforms in value addition and market diversification
to accelerate meaningfully. Imports are expected
to rise alongside growth, potentially straining the
current account. Adequate SBP reserves will depend
on sustained support from the IMF, EU, and China.

The macroeconomic outlook remains finely
balanced. Political uncertainty — whether in the
form of contested reforms, governance slippages,
or delays in decision-making — poses a key risk to
investor sentiment and external financing flows.
Similarly, slow or incomplete implementation of
energy and tax reforms could reverse the recent
stabilization gains by perpetuating fiscal imbalances
and structural inefficiencies. Externally, Pakistan
remains vulnerable to global commodity price
swings, particularly oil, which could quickly widen
the import bill and reignite inflationary pressures.

On the upside, steadfast adherence to the IMF
program and continued engagement with bilateral
and multilateral partners would help secure
external financing and maintain reserve adequacy.
Robust remittance inflows are also expected to
provide a vital cushion to the current account,
partially offsetting the structural trade deficit. If
complemented by credible reforms in taxation,
energy pricing, and export competitiveness, these
factors could not only consolidate short-term
stabilization but also lay the foundation for a more
durable growth trajectory.

PAGE 03



AUTOMOBILE INDUSTRY

Global Automobile Industry

VI S Credit Rating Company Limited

The global automobile industry is undergoing a rapid structural transition driven by electrification, software-
defined vehicles, and regional shifts in manufacturing (China expanding rapidly). Electric vehicle (EV) sales
surged in 2024 (over 17 million EVs sold globally) and now account for more than one in five new cars,
forcing incumbent manufacturers to invest heavily in batteries, software and new supply chains while price
competition intensifies. Major global groups remain dominant (Toyota, Volkswagen, Hyundai-Kia, BYD/Tesla
among leaders), but the industry split between legacy internal combustion (ICE) value chains and fast-growing

EV ecosystems is now the defining dynamic.

Market Size and Growth

The global automobile industry remains one of the
largest industrial ecosystems, valued around USD
3—4 trillion, with total motor-vehicle sales close to
80 million units in 2024. Overall volume growth has
been steady but not aggressive, as most markets
are still adjusting to higher interest rates and tighter
consumer financing. What is growing rapidly is the
electrified segment. EV and hybrid sales reached the
mid-teen millions, making up roughly one-fifth to
one-quarter of new car sales in leading markets. This
shift is driven by three powerful forces:

e China’s scale and pricing power, which has
become the largest source of global volume
growth;

e Falling battery costs, making EVs more affordable
and boosting mass-market adoption; and

Asia-Pacific:

e Supportive policies in Europe, China, and parts
of North America that reward low-emission
vehicles.

While traditional internal-combustion vehicle sales
are mostly flat, the industry’s value pool is still
expanding because more revenue is now tied to
batteries, electronics, and software rather than
mechanical components. In simple terms: global
unit growth is modest, but technology-driven growth
is strong, reshaping where profits and competitive
advantages lie.

Key Regions and Players

Asia-Pacific remains the largest
and fastest-growing automotive region globally,
accounting for over one-third of vehicle production
and leading the shift toward electrification. China
dominates the region, producing more than 30
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million vehclesin 2024 and driving global EV adoption
through scale, aggressive pricing, and rapid export
growth. India is emerging as a key manufacturing
hub, with strong policy support and growing EV
production, positioning itself as a potential regional
export base. South Korea contributes through
Hyundai and Kia’s vertically integrated EV and
battery production, combining cost competitiveness
with advanced technology. Collectively, Asia-Pacific’s
combination of scale, cost leadership, and rapid EV
development makes it the global center of volume
growth and innovation.

North America: The region is led by the United
States, is characterized by strong demand, capital-
intensive production, and aggressive electrification
investment. U.S. OEMs, including GM, Ford, and
Tesla, are scaling EV platforms, building battery and
software ecosystems, and targeting both domestic
and export markets. While EV adoption grows rapidly,
uneven regional uptake, high vehicle costs, and
dependency on incentives create moderate growth
volatility. Canada and Mexico play supporting roles:
Mexico is a major export-oriented manufacturing
hub for North America, benefiting from NAFTA/
USMCA trade integration, while Canada focuses
on higher-value automotive segments and battery-
related production.

Europe: It combines high-value automotive
production with stringent regulatory oversight.
Germany, France, and Italy remain the core
manufacturing centers, emphasizing premium
vehicles, hybrids, and fully electric models. EU-wide
CO, regulations, incentives for low-emission vehicles,
and local battery sourcing rules are accelerating
electrification but also increasing capital and
compliance requirements. Smaller countries such as
Czechia, Poland, and Hungaryare becomingimportant
component and assembly hubs, particularly for EV
parts, supporting Europe’s broader supply chain and
export capabilities.

Japan and East Asia: It continue to play a strategicrole,
particularly in technology and reliability. Japanese
OEMs, including Toyota and Honda, maintain
leadership in hybrid vehicles while gradually scaling
BEV production. The focus on multi-path propulsion
strategies allows these firms to protect margins

and brand equity. South Korea, already mentioned
in Asia-Pacific, complements the region with large-
scale EV production, strong software integration, and
export-oriented growth.

Emerging Regions: It including Latin America, the
Middle East, and Africa, remain smaller contributors
but are growing in strategic importance. Mexico has
become a key export-oriented manufacturing hub
for North America, producing millions of vehicles for
both regional and U.S. markets. Africa and the Middle
East are seeing nascent vehicle assembly and EV
adoption, particularly in South Africa and Morocco,
supported by policy incentives and infrastructure
development, signaling potential long-term growth
opportunities.

Technologies and Processes

Battery Innovations: Automakers are accelerating
the adoption of next-gen battery chemistries—
particularly LFP (for its low cost and safety) and
sodium-ion (driven by leading suppliers like CATL)—
while also pursuing long-term breakthroughs in
solid-state batteries, all of which help reduce costs,
increase range, and improve performance in EVs.

Modular EV Architecture: OEMs are deploying
scalable, modular platforms (like VW’s SSP or Geely’s
GEA) that can accommodate different powertrains
(BEV, hybrid, plug-in) on a single structure, enabling
flexibility, lower unit costs, and faster model rollout.

Smart Manufacturing & Industry 4.0: Distribution
defines cost efficiency. Pipeline supply dominates
high-volume clients (refineries, hospitals) by
minimizing transport costs, while cylinder fleets
cater to remote or retail users. Integrated logistics
networks and on-site generation are increasingly
adopted to offset energy and transport volatility.

Software-Defined Vehicles (SDVs): Vehicles are
transforming into software platforms with OTA
updates, embedded computer systems, and in-house
Al chips, allowing continuous feature upgrades,
performance tuning, and new revenue from services.

Connected & Autonomous Systems: Automakers are
integrating advanced autonomous and connectivity
technologies (5G, V2X, lidar/radar, centralized
computing) to drive enhanced driver-assistance
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systems and lay the groundwork for future high-level
autonomy.

Sustainability & Circular Economy Processes: With the
rise of EVs, the industry is placing growing emphasis
on recycling used batteries and reusing materials like
metals and plastics, establishing closed-loop supply
chains to minimize environmental impact and secure
long-term access to critical raw materials.

Emerging Trends:

Rapid Electrification of Vehicle Fleets: EV adoption
is accelerating as battery prices fall, governments
tighten emission targets, and charging networks
expand. Major markets (China, EU, U.S.) are driving
global EV demand, influencing OEM investment
strategies and long-term model pipelines.

Rise of SDVs: Vehicles are shifting from hardware-
centric machines to software-driven platforms.
Centralized computing, over-the-air updates, and
embedded operating systems now define product
differentiation, enabling faster upgrades, improved
safety features, and recurring revenue models.

Breakthroughs in Battery Technology & Circularity:
Advancements in solid-state batteries, LFP chemistry,
fast-charging systems, and battery recycling
ecosystems are reshaping cost structures. These
innovations extend range, enhance safety, and
reduce dependency on raw material imports.

Autonomous & Advanced Driver Assistance
Integration: Global OEMs are scaling L2—-L3 autonomy
through improved sensors, Al perception systems,
and real-time decision models. Autonomous tech
is increasingly bundled as standard in mid-range
vehicles, boosting safety and enabling future self-
driving mobility.

Modular & Flexible EV Platforms: Scalable, multi-
segment EV architectures (e.g., skateboard platforms)
are allowing manufacturers to cut development costs,
launch vehicles faster, and adapt to diverse global
markets. This trend is central to cost competitiveness
in both premium and mass-market EVs.

Key Trends

Shift Toward Electrification Across All Vehicle
Segments: Electrification is no longer limited to
passenger cars — it is expanding into commercial
vans, buses, and even heavy-duty trucks as
governments enforce stricter emissions regulations
and OEMs commit to net-zero roadmaps. This trend
is accelerating because EV total cost of ownership
is declining, charging infrastructure is scaling, and
global climate commitments are becoming binding.

Consolidation of Supply Chains and Localization of
Critical Components: Governments and automakers
arerestructuring supply chains to reduce dependence
on China for battery materials and semiconductor
components. Countries like the U.S., Germany, Japan,
and South Korea are investing billions in local battery
plants, chip fabs, and rare-earth processing facilities,
making supply chain resilience a central strategic
priority.

Rapid Digitalization and Integration of Connected
Vehicle Ecosystems: Cars are increasingly developed
as connected digital devices, with real-time
diagnostics, predictive maintenance, in-car apps,
and OTA software upgrades becoming standard.
This trend is driven by consumer demand for digital
convenience and OEM strategies to build recurring
revenue streams through subscription-based
features.

Growth of Shared, On-Demand, and Sustainable
Mobility Models: Urban centers worldwide are
encouraging car-sharing, ride-hailing, micro-
mobility, and low-emission mobility zones to reduce
congestion and pollution. Automakers are partnering
with mobility service providers or launching their
own platforms to diversify revenue beyond vehicle
sales.

Intensification of R&D Investments in Autonomous
and Al-Enabled Driving: Autonomous capabilities
(L2+ and L3) are becoming mainstream as sensor
technology improves and Al perception systems
mature. While full autonomy is still years away, global
OEMs and tech firms are accelerating programs in
automated lane-keeping, highway autopilot, and
Al-based safety features, positioning autonomy as a
long-term strategic differentiator.
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Challenges

Supply-Chain Concentration & Critical Mineral
Risk: There’s a high dependence on a few countries
(especially China) for refining and processing of
critical minerals like lithium, cobalt, nickel, and rare-
earths, which makes the EV battery supply chain
vulnerable to shocks from geopolitical tensions,
trade restrictions, or production disruptions.
Financing & Scaling Mineral Production: Securing
investment for mining, refining, and processing
of battery metals is very capital-intensive and
slow. Building new mines involves long permitting
timelines, infrastructure investments, and regulatory
risk, which could bottleneck growth if demand surges.
Oversupply Risk in Battery Manufacturing: Despite
growing EV demand, investments in battery-cell
production have been so aggressive that some
regions may face oversupply, driving down margins.
Raw Material Price Volatility: Prices of critical battery-
metal inputs are highly volatile, which could raise
costs for automakers. For example, mineral supply
shocks could push up battery-pack costs by 40-50%
in some scenarios.

Recycling & End-of-Life Battery Management:
Handling EV battery waste is a technical and logistical
challenge. Scaling up safe, efficient recycling
(hydrometallurgy, direct recycling) is expensive, and
current infrastructure is very immature.

Supply Chain Ethics & Human Rights: Many critical
minerals (like cobalt) are sourced from regions with
high environmental and human-rights risk, raising
concerns about labor practices, mining ethics, and
long-term sustainability.

Opportunities

Battery Value-Chain Expansion: Massive investments
in cell manufacturing offer opportunities: McKinsey
estimates that cell production could account for up
to 40% of future battery-value creation.

Sustainable Materials & Circular Economy: The EV
battery recycling market is projected to grow rapidly
— leading to lower costs, secondary raw material
sources, and reduced environmental impact.

Supply Diversification & Regionalization: Firms and
governments are building more resilient, regional
supply chains for battery raw materials (processing,
refining) to reduce overreliance on asingle geography.

Innovation in Battery Chemistry: Developing new
chemistries (like sodium-ion or semi-solid batteries)
opens pathways for lower-cost, safer, and more
sustainable EVs — potentially lowering the barrier to
mass-market adoption.

Policy-Driven Demand and Electrification: Strong
global policy support (e.g., EV incentives, emissions
regulations) combined with massive investments in
manufacturing capacity creates long-term tailwinds
for EV adoption and ecosystem growth.

Advanced Recycling Facility Planning: Optimization
models (e.g., “BattOpt”) show that strategically
placing recycling facilities can lower recycling costs
by ~22% and environmental impact by ~7%, making
closed-loop battery systems economically viable.
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Pakistan’s automobile industry has shown a strong rebound since the macro-economic stress of prior years.
The sector is led by a few major assemblers (Pak Suzuki, Indus/Toyota, Honda Atlas, Hyundai, Kia, MG), and is
now seeing new dynamics with the entry of EV players like BYD. Growth is being driven by improving consumer
sentiment, easier vehicle financing, lower interest rates, and renewed investments in production capacity.
The auto market remains highly import-dependent: many of the components are imported, assembly is more
common than full manufacturing, and the regulatory setup (tariffs, duties) strongly shapes local economics.

Market Size and Export Performance

Pakistan’s automobile industry has rebounded
strongly after several challenging vyears, with
domestic demand emerging as the key growth driver.
In FY25, passenger car sales are expected to reach
140,000-150,000 units, recovering from previous
multi-year lows, while the broader automotive
market—including SUVs, light commercial vehicles,
and vans—could surpass 500,000-600,000 units. In
the first nine months of FY25 alone, 76,265 passenger
cars were sold, reflecting a 41% vyear-on-year
increase, supported by improving macroeconomic
stability, easier financing, and renewed consumer
confidence. Monthly sales trends further highlight
the recovery, with August 2025 volumes rising 27%
month-on-month to 14,050 units.

On the export front, Pakistan’s automotive sector
remains modest but gradually expanding. Between
FY22 and FY25, local assemblers exported 434
vehicles, generating approximately Rs 1.42 billion,
reaching nearly 20 countries across Asia, Africa, and
the Middle East. Motorcycle and light commercial
vehicle exports are performing comparatively
better, with nearly 10,000 units exported in 2023,
reflecting growing cost competitiveness and targeted
manufacturer efforts to access emerging markets.
While domestic demand continues to dominate the
sector’s performance, exports are emerging as a
strategic growth opportunity, contingent on scaling
production, increasing local content, and consistent
regulatory support.

Capacity and Structure

Pakistan’s automobile industry is structured
around a few dominant assemblers but maintains a
broad base of parts and component manufacturers,
reflecting both concentration and depth. The

country’s installed capacity for passenger vehicles
is substantial—estimated to be around 270,000-
280,000 units per year—while the two- and three-
wheeler segment has a capacity exceeding 2 million
units annually. Despite this capacity, actual utilization
remains persistently underwhelming: at times, the
auto sector has operated at below 40% production
capacity, particularly during periods of supply-
chain stress or weak demand, leading to frequent
non-production days. For example, in early 2023,
persistent import restrictions forced several OEMs
to reduce output sharply. Complementing this,
recent data show a sharp rebound: in Oct 2025,
passenger car production jumped 71%, illustrating
both untapped capacity and demand recovery. The
structure of the industry is led by Japanese OEMs such
as Suzuki, Toyota, and Honda, alongside indigenous
component suppliers and a growing number of
assembly plants (including EV-targeted entrants).
This combination of significant fixed capacity, low-to-
moderate utilization, and a concentrated OEM base
creates both opportunity for scale-up and risk from
cyclical demand swings.

Recent Price trends

Automobile prices in Pakistan have exhibited a steady
upward trend over the past three years, primarily due
to macroeconomic pressures, taxation, and import
duties. From 2022 to mid-2024, locally assembled
passenger cars saw cumulative price increases
of 25-35%, reflecting rising input costs, currency
depreciation, and regulatory levies. The 2025-26
budget further accelerated this trend: the NEV
levy and higher GST on sub-850cc vehicles pushed
entry-level car prices up by Rs 138,000-1.4 million,
while mid-range models recorded increases of Rs
200,000-600,000. Conversely, luxury imported cars,
which had previously faced high tariffs, experienced
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declining prices in 2024-25, with some premium
SUVs and sedans dropping by several million rupees
due to duty rationalization. Overall, the trend shows
a divergent pattern: continuous cost-push inflation
for mass-market local vehicles versus gradual price
easing for luxury imports, creating a widening gap in
affordability and segmental pricing.

Input Prices

Pakistan’s auto industry is grappling with rising input
costs, notably in steel. Iron and steel scrap imports
surged to 359,759 tons in September 2025, up 30%
year-on-year and 36% month-on-month, signaling
industrial revival. Despite higher volumes, the
average import price per ton dropped to US$494,
down around 15% YoY, helping partially offset cost
pressures.

Onthe plastics front, customs valuation was revised in
January 2025 to reflect international polymer prices:
the Directorate-General of Customs Valuation aligned
rates with benchmarks from Platts Polymerscan and
ICIS, triggering higher assessed values for imported
plastic raw materials.

Key Challenges

Volatile Input Costs: Heavy reliance on imported
steel, aluminum, rubber, and polymers exposes
manufacturers to currency and global price
fluctuations.

High Taxes and Regulatory Burden: Frequent changes
in duties, GST, and the NEV levy create pricing
uncertainty and reduce affordability, especially for
entry-level cars.

Low-Capacity Utilization: Passenger vehicle plants
operate at 40-45% of capacity, limiting profitability
and efficiency.

Limited Localization: Critical auto parts remain largely
imported, keeping costs high and increasing supply
chain vulnerability.

Energy Costs and Reliability: High electricity and fuel
costs, along with occasional outages, raise production
expenses.

EV_and Technology Transition: Slow EV adoption
and limited charging infrastructure may constrain
competitiveness in the evolving global market.
Opportunities

Growing Domestic Demand: Rising middle-class
incomes and improving consumer financing are
driving renewed demand for passenger vehicles and
motorcycles.

EV _and Green Vehicle Adoption: Government
incentives, NEV policies, and global trends toward
electrification provide opportunities for early
investment in electric vehicles and hybrid technology.
Export Potential: Expanding exports to regional
markets such as Africa, the Middle East, and Asia can
help manufacturers diversify revenue and utilize idle
capacity.

Localization and Value Addition: Increasing local
production of auto components can reduce
dependency on imports, lower costs, and improve
margins.

Technological Upgrades: Adoption of modern
assembly processes, modular platforms, and
smart manufacturing can enhance efficiency and
competitiveness.

Policy Support: Favorable government policies,
including duty rationalization and auto financing
support, can stimulate investment and market
growth.

Future Outlook (2025-2030)

Pakistan’s automobile sector is expected to sustain
growth, with passenger car sales projected to exceed
200,000 units annually as consumer financing
improves and new model launches drive demand. The
entry of EV players, notably BYD with a 25,000-unit/
year plant, is set to catalyze the adoption of electric
vehicles, potentially creating a new premium-green
vehicle segment. Opportunities exist in localization
of parts, export expansion, and modern assembly
technologies, which can enhance competitiveness.
However, growth is contingent on managing risks
such as currency volatility, high input costs, and
policy uncertainty. If these are addressed, the
industry could evolve from a CKD-assembly market
into a technology-driven and export-oriented sector
over the next five years.
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Pakistan Automobile Sector — Key Statistics

Indicator

Contribution to GDP

Employment (direct /
indirect)

Annual Production

Installed Capacity

Capacity Utilization

Domestic Consumption

Exports (major markets)

Number of Producers

Energy Dependence

(Energy Mix)

Recent Notable
Expansion Projects

Carbon Emissions Profile

Latest Figure

~ 2.8% of GDP

~ 215,000 direct jobs; vendor base
~2,200 firms

~ 68,558 cars in first 8 months of FY25
(July—Feb)

Passenger car capacity ~ 279,000 units
(indus-try estimate)

~ 25 45% (passenger vehicles)

~ 76,265 cars sold in first 9 months of

FY25.

Very limited publicly reported exports

~ 5 leading OEMs + many vendors

Predominantly fossil fuels in transport

BYD EV assembly plant

Transport = 2nd largest CO, emitter in
Pakistan

Commentary / Direction (source / basis)

The auto industry contributes a meaningful share of Pakistan’s
in-dustrial value add.

The sector supports a broad parts ecosystem (Tier 1/2/3),
indicating strong backward linkages.

Production rebounded strongly in FY 2024 25, with ~41.6%
YoY growth.

There is substantial headroom in assembly, suggesting
potential for capacity utilization growth; major assembly
zones are in Karachi (Pak Suzuki, others).

Historically low utilization, though recent production and sales
uptick may improve this.

Domestic demand recovering strongly, reflecting improving
macro and consumer confidence.

The auto export base is small; most sectors focus on domestic
market rather than export.

Major producers include Pak Suzu-ki, Indus Motor (Toyota),
Honda Atlas, Hyundai Nishat, and Kia Lucky.

Road transport relies on petrol, die-sel, CNG; the electricity
grid’s ener-gy mix isn’t fully aligned to EV de-mand yet.

BYD plans to begin assembling EVs in Pakistan by mid 2026
with an ini-tial capacity of 25,000 units/year.

The transport sector’s emissions are rising; slow EV
transition and reliance on fossil fuels present a future
compliance and climate risk.
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Sector Risk Profile: MODERATE TO HIGH

Pakistan’s automobile sector is estimated to be at a Moderate to High risk level (3.5/5.0). Demand for vehicles
is highly sensitive to macroeconomic conditions, disposable incomes, and consumer financing, making the
sector moderately cyclical. Capacity utilization remains low (~40-45%), amplifying the impact of demand
swings on profitability. While domestic sales have rebounded strongly in FY25 and government incentives
support growth, the sector’s heavy reliance on imported raw materials, exposure to currency fluctuations,
and volatile input costs introduce cost and procurement uncertainty that manufacturers must carefully
manage.

Regulatory changes, including GST, NEV levies, and import duty adjustments, alongside energy cost volatility
and slow EV infrastructure development, are key near-term drivers of operational risk. These factors,
combined with high capital intensity and emerging technology adoption challenges, make the sector attractive
primarily to established OEMs capable of scale, backward integration, and strategic risk management, while
posing higher risks for smaller assemblers with thin margins. Overall, the Pakistan automobile sector sits in
a Moderate-to-High risk bucket, reflecting strong growth potential but significant operational and financial

sensitivities.

Cyclicality
Score: 4.0/5.0 | Risk Rating: High to Moderate @®
o Vehicle demand is highly sensitive to

macroeconomic conditions, disposable income, and
consumer financing.

o Historical sales have shown large swings: FY24—
25 car sales rose ~43% YoY after prior contractions.

o Low plant utilization (~40-45%) amplifies the
impact of demand fluctuations.

Overall Cyclicality Risk Assessment: The sector
experiences significant demand cycles, particularly in
entry-level vehicles. While macro improvements may
support recovery, sales volatility and underutilized
capacity make cyclicality a high-to-moderate risk.

Competition
Score: 3.0/5.0 | Risk Rating: Moderate o

e Dominated by 5 major OEMs with a large vendor
ecosystem supplying Tier-1/2/3 parts.

e Entry of EV assemblers (e.g., BYD) is intensifying
competition in the premium segment.

e Small-scale assemblers face difficulty achieving
economies of scale.

Overall Competition Risk Assessment: Competition
is significant but concentrated, keeping the overall
risk at a moderate level.

Capital Intensity
Score: 4.5/5.0 | Risk Rating: High @

e Vehicle assembly plants require high investment
in machinery, tooling, and infrastructure.

e Low-capacity utilization increases per-unit capital
costs.

J EV assembly requires additional specialized
capital.

Overall Capital Intensity Risk Assessment: High
fixed costs and specialized investments make capital
intensity a key high-risk factor.

Industry

Medians 2012-14 2017-19 2022-24

Capex/

0,
Sales Bhrraise

1.89% 1.26%

Asset Turn-
over

1.67x 1.75x 1.69x

Deprecia-
tion/ Sales

1.47% 1.2% 1.14%

Sources: VIS proprietary database

Technology Risk
Score: 3.5/5.0 | Risk Rating: Moderate to High @@

e Slow adoption of EV and hybrid platforms; limited
local R&D.
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Sector Risk Profile

e Dependence onimported technology for engines,
electronics, and batteries.

e Emergingmodularand smartassemblytechnologies
require significant investment.

Overall Technology Risk Assessment: Technology
gaps and reliance on imports make technology risk
moderate-to-high, particularly with the global EV
transition.

Regulatory Framework
Score: 3.0/5.0 | Risk Rating: Moderate @

e Frequent changes in GST, NEV levy, and import
duties create pricing uncertainty.

e Policy incentives exist, but implementation is
inconsistent.

e Licensing, safety, and environmental regulations
are gradually aligning with global standards.
Overall Regulatory Risk Assessment: While policy

support exists, unpredictability keeps regulatory risk
at a moderate level.

Energy Sensitivity
Score: 4.5/5.0 | Risk Rating: High @

e Assemblyand productionrely heavily on electricity
and fuel; grid reliability issues persist.

e Rising energy costs directly affect production
expenses and margins.

e EVadoption could mitigate some risks but requires
charging infrastructure investment.

Overall Energy Sensitivity Risk Assessment: High
reliance on energy and cost volatility makes this a
high-risk element for the sector.
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2016-18 2019-21 2022-24

Upper Lower Upper Lower Upper Lower
Financial Metrics Quartile Median Quartile Quartile Median Quartile Quartile Median Quartile

Current Ratio (x) 1.65 1.44 1.24 1.54 1.20 1.03 1.35 1.21 0.99
Days to Sell Inventory 140.13 64.60 37.59 244.41 104.47 65.03 140.80 99.84 63.35
Collection Period (Days) 12.21 4.04 0.78 25.20 5.89 1.40 17.39 3.86 1.42
Creditors Period (Days) 128.58 16.73 7.64 88.44 22.61 7.42 79.35 22.67 13.28
Net Trade Cycle (Days) 81.36 41.02 3.18 232.42 71.06 33.86 116.30 63.51 32.49
Asset Turnover (x) 2.68 2.07 0.54 2.11 1.03 0.41 2.03 1.69 1.20
LT & ST Debt (Rs. M) 219.22 0.03 0.00 2,588.75 621.18 185.77 4,714.22 1,883.63 374.00
Leverage (x) 1.81 1.04 0.66 2.65 1.45 0.84 2.89 1.89 1.25
Gearing (x) 0.00 0.00 0.00 0.68 0.06 0.00 0.71 0.20 0.00
Cash Margins (%) 20.11 11.89 9.68 12.86 9.50 6.55 15.25 9.73 6.96
Gross Margin (%) 19.25 11.31 8.58 11.51 8.65 4.70 15.25 9.61 6.45
Operating Margin (%) 15.20 7.44 4.15 5.99 3.29 -2.21 9.71 5.47 2.64
Net Profit Margin (%) 10.63 5.81 2.99 4.03 1.24 -9.05 6.11 3.95 0.09
Return on Assets (%) 18.01 11.22 1.71 5.99 1.40 -4.33 10.25 4.96 -0.20

Return on Capital
Employed (%) 63.49 36.45 14.41 25.99 7.52 -1.20 37.81 25.53 11.25

Return on Equity (%) 10.63 5.81 2.99 4.03 1.24 -9.05 6.11 3.95 0.09
EBIT/ Total Debt (%) 259.86 0.00 0.00 81.60 7.41 -2.14 298.72 63.68 15.63
EBIT/ Interest (x) 198.01 48.10 5.78 30.62 2.58 -0.59 43.95 5.42 0.96
FFO/Total Debt (%) 104.71 0.00 0.00 51.95 0.00 -3.61 179.41 34.17 0.00

Free Cash flow/ Total
Debt (%) 0.00 0.00 -2.59 126.11 0.00 -45.62 135.83 -2.82 -57.41

Data Count 40 51 40
Sources: VIS proprietary database
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Recent Events related to the Sector

The Pakistan automobile sector has witnessed a series of developments in 2024-2025, primarily driven by
the entry of electric vehicle (EV) players, expansion of local assembly, and supportive financing measures.
These events reflect both the growing consumer adoption of green mobility and the efforts of OEMs to
localize production. Understanding these developments is crucial, as they have immediate and long-term
implications for market structure, competition, and investment in the sector.

BYD EV Deliveries Begin (March 2025)

BYD, in partnership with Mega Motor, commenced
deliveries of its electric vehicles across Karachi,
Lahore, and Islamabad — marking the first large-scale
entry of a global EV manufacturer into Pakistan’s
consumer market. The rollout introduced mass-
market, consumer-ready EV models with formal
after-sales support and charging compatibility.
Impact: Initiates large-scale EV adoption, boosts
consumer confidence in electric mobility, and
pressures incumbent OEMs to accelerate their EV/
hybrid strategies.

BYD Announces Local EV Assembly Plant (July 2025)
BYD confirmed plans to begin local assembly of its
electric vehicles near Karachi by mid-2026, with an
initial capacity of approximately 25,000 units per
year (operating double shifts).

Impact: Expected to lower retail EV prices by reducing
import duties and logistics costs; encourages
localization of EV components; may position Pakistan
for exports to right-hand-drive markets; increases
competitive pressure on existing local OEMs.

Auto-Financing Uptick as Interest Rates Fell (Jan—
Feb 2025)

Auto financing in Pakistan rose from PKR 235.4
billion in December 2024 to PKR 241.6 billion in
January 2025 — further climbing to PKR 249.0 billion
by February 2025, reflecting renewed consumer
demand for passenger vehicles and SUVs.

Impact: Signals revival in consumer demand,
especially for entry- and mid-segment vehicles;
supports growth for domestic manufacturers and
dealers; but heightened consumer debt raises
potential credit-risk exposure if economic conditions
worsen.

Vehicle Prices Rise After FY25-26 Budget Measures
(July 2025)

Following the fiscal budget for FY25-26, the
introduction of the New-Energy Vehicle (NEV) levy
and an increase in general sales tax (GST) pushed up
prices of 850cc—1300cc cars by roughly PKR 138,000
to 1.4 million, depending on model and variant.
Impact: Affordability burden on entry-level
consumers increases, leading to dampened demand
in lower-end segments; may shift demand toward
used or reconditioned vehicles; pressures local OEMs
to justify higher price tags or risk volume decline.

Duty Reductions Cause Drop in Prices of Imported
Luxury Vehicles (2024-2025)

Tariff rationalization on completely built-up (CBU)
units — especially premium and high-end cars and
SUVs (1800cc+) — resulted in price reductions of
roughly PKR 3—6 million for imported vehicles.
Impact: Makes imported luxury vehicles more
accessible, diverting demand away from locally
assembled high-end models; creates heightened
competition for domestic assemblers of premium
segments; could erode margins of local producers of
luxury/SUV models.

Spike in Iron & Steel Scrap Imports as Production
Recovers (September 2025)

Iron and steel scrap importsincreased by roughly 30%
year-on-year and 36% month-on-month, reaching
359,759 tons in September 2025. The per-ton price
of scrap dropped to around USD 494 (= -15% YoY).
Impact: Suggests revival in manufacturing—
particularly auto parts and assemblies—signaling
improved production activity; lower scrap prices
reduce input costs for local assemblers and vendor
supply chains; helps ease cost pressure on auto
manufacturing.
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Customs Valuation Increase for Plastic Raw Materials
(January 2025)

Customs authorities revised import valuation tables
for polymers in line with global benchmarks (like
Platts Polymerscan and ICIS), raising assessed values
of imported plastics used in car parts (e.g., bumpers,
dashboards, interior trim).

Impact: Raises production costs for components and
accessories; pressures overall vehicle production
costs upward, contributing to higher final prices;
particularly affects small and mid-tier parts suppliers
with limited margin buffers.

Easing of Import Restrictions on Auto Parts (Late
2024 - Early 2025)

After roughly two years of strict import restrictions,
the government temporarily relaxed policies,
allowing Letters of Credit (LCs) for essential CKD/SKD
(completely/specially knocked down) imports.
Impact: Enabled OEMs to clear production backlogs
and resume assembly lines, stabilizing output;
improves supply chain normalcy — crucial for timely
deliveries and meeting rising demand; restores
vendor confidence and production planning.

Continued Growth in Motorcycle and 3-Wheeler
Exports (2023-2025)

Export volumes of motorcycles and small commercial
three-wheelers — primarily to African and Middle-
Eastern markets — reached nearly 10,000 units in
2023, and maintained a growth trajectory through
2024-2025.

Impact: Demonstrates Pakistan’s cost-
competitiveness in low-cost mobility exports;
diversifies the automotive sector’s revenue base
beyond domestic consumption; builds export-
oriented manufacturing momentum and potential
for economies of scale.

Passenger Car Production Surge (October 2025)
Output of passenger vehicles rose sharply in October
2025 (reportedly a MoM increase of ~71%), as supply-
chain bottlenecks eased and consumer demand
strengthened.

Impact: Reveals substantial under-utilized capacity
among local OEM plants; suggests that normalized
supply chains + demand uptick can quickly translate
to higher production volumes; may lead to improved
cash flows for manufacturers and parts vendors alike.

AUTOMOBILE INDUSTRY

EV Infrastructure Momentum: New Charging
Stations Installed (2024-2025)

Major fuel and energy firms along with private
operators (e.g., PSO, Attock, BYCO, and independent
firms) launched multiple EV-charging stations along
major highways and in urban centers during 2024—
2025.

Impact: Reduces a key barrier to EV adoption —
“range anxiety”; signals the beginning of a supporting
ecosystem for EVs; encourages consumers to consider
EV purchases more seriously; complements the entry
of EV manufacturers.

Local OEMs Introduce Facelifts and Updated Models
to Revive Sales (2024-2025)

Domestic manufacturers rolled out refreshed variants
and upgraded models — examples include hybrid-
version updates of popular sedans/SUVs, new trims
of mid-segment cars, and feature enhancements to
stay competitive.

Impact: Helps maintain brand relevance in a price-
sensitive and uncertainty-laden market; supports
higher-margin product lines; counters competitive
pressure from imports and new EV entrants by
offering value-added features.
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Glossary of Key Term

BEV — Battery Electric Vehicle: Fully electric vehicle
powered only by batteries, with no internal
combustion engine.

CKD — Completely Knocked Down: Vehicles imported
as parts and assembled locally.

EV — Electric Vehicle: Vehicles powered fully or
partially by electric energy, including BEVs and PHEVs.

LFP — Lithium Iron Phosphate: A type of battery
chemistry used in EVs for safety, cost-effectiveness,
and longevity.

NEV — New Energy Vehicle: Term used in policies to
include EVs, plug-in hybrids, and other low-emission
vehicles.

OEM - Original Equipment Manufacturer: Company
that designs and produces vehicles under its brand.

OTA — Over-The-Air: Software updates delivered
remotely to vehicles to upgrade features or fix issues.

PHEV - Plug-in Hybrid Electric Vehicle: Vehicle
combining internal combustion and battery-electric
propulsion, rechargeable from the grid.

SDV - Software-Defined Vehicle: Vehicle architecture
centered on software platforms for features,
connectivity, and updates.

USD — United States Dollar: International currency
used in global trade and automotive market
valuations.

V2X - Vehicle-to-Everything: Communication
technology allowing vehicles to interact with
infrastructure, other vehicles, and devices.

VW - Volkswagen: Major global automobile
manufacturer.
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List of Sources

Global & Regional Sources

¢ International Energy Agency (IEA) — Global EV sales and
electrification trends

¢ International Energy Agency (IEA) — Automotive energy
demand and battery technology developments

¢ McKinsey & Company — Battery value-chain expansion
and EV market growth

e Statista / GlobalData — Global automotive market size,
unit sales, and EV market share

¢ Bloomberg / Reuters — EV adoption, OEM investments,
modular platform rollout

e World Economic Forum — Software-defined vehicles,
connected and autonomous systems

¢ International Monetary Fund (IMF) — Global automotive
macroeconomic trends, interest rates, and consumer
financing

¢ Asian Development Bank (ADB)—Asia-Pacificautomotive
manufacturing and regional investment trends

e Allied Market Research — EV market projections and
battery chemistry innovations

Pakistan-Specific Sources

e Pakistan Bureau of Statistics (PBS) — Vehicle production,
sales, and import data

e State Bank of Pakistan (SBP) — Auto financing, interest
rate changes, and FX exposure

e  Pakistan Economic Survey (2024-25) — Automotive
sector growth, macroeconomic impact

o Automotive Association of Pakistan (AAP) — Sales
trends, monthly updates, and market recovery

o News Sources: Business Recorder, Dawn, The
News — EV entry (BYD), auto financing updates, policy
announcements

e BYD Pakistan announcements — EV assembly plant and
product launch updates

e Engro Polymer & Chemicals Limited / Local Industry
Reports — Input costs and plastics valuation

e Pak Suzuki / Indus Motor / Honda Atlas / Hyundai /
Kia corporate reports — Production capacity, utilization,
expansion projects, and vehicle launches.

Disclaimer: Information herein was obtained from sources believed to be accurate and reliable; however, VIS does not guarantee
the accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or for the results
obtained from the use of such information.

Copyright 2025 VIS Credit Rating Company Limited. All rights reserved. Contents may be used by news media with credit to VIS.
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