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In this paper different aspects of used car market development in China are analyzed.
Influence of epidemic on the Chinese used car market is considered. SWOT-analysis of the
Chinese used car market is made. Weaknesses and threats of Chinese used car market function-
ing are identified, strengths and opportunities of this market are revealed: strong policy support;
market scale will enlarge; remarkable concentration increase; brand used car important role;
trading service platform establishment. The market features indicated that Chinese used car market
is making the shift to one of the dominant positions in Chinese auto industry.
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Introduction. With the rapid social and economic development, China has become
one of the most important markets in the world for the automotive industry. As one of the
important parts of auto market, used car market kept 20% - 30% increase annually. Under
the influence of the epidemic, automobile production, sales, export and other aspects are se-
riously affected and declined, but still ranked first in the world.

At present, car ownership in China has reached about 260 million vehicles, many
of which have entered the peak of redemption, providing a huge source of supply for the
used car market. Although Chinese used car sales have grown rapidly in recent years, it has
been difficult to form the main body of used car operators, which has severely restricted the
development of the used car market. At present, China's used car valuation process is rela-
tively subjective. Some analysis of Chinese automotive market was made in the works of
X. Zhang, L. Chen, J. Liu [1, p. 161-168], Y. Long [2, p. 35-36], L. Tan, X. Teng, S. Li
[3,p. 115-117], H. Zhang, A. W. Zheng [4, p. 10-13], J. Chen [5], F. Jinxi [6, p. 32-35],
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L. Zhiliang [7]. B. Zhang [8, p. 270-284] introduced the comparative analysis of modern
industrial compounds in China, Singapore, South Korea and Japan.

But there is no standard at all, and it is difficult to quantify. But there is no third-party
independent valuation agency in China, no one does the valuation of used car marker. The
data of used car trading websites, insurance companies, dealers, and associations are all in
their own hands. Solving the problem of transparent valuation of used car market and estab-
lishing an industry standard is urgent.

Target of this research is investigation of the features of the Chinese car market devel-
opment, influence of epidemic on its activity, and revealing the factors which define Chinese
used car market dominant position in the world auto market.

Results and its discussion. After entering the 21st century, Chinese automobile in-
dustry began to develop rapidly. The annual output growth rate reached 50,4 % in 2003, the
sales growth rate reached 81,6 % in 2006. In 2009, Chinese automobile production and sales
were 13.791 million units and 13.645 million units respectively, an increase of 48.30 % and
46.15 % year-on-year. For the first time, Chinese automobile production and sales ranked
first in the world. The annual production volume reached the peak in 2017, among which the
annual production volume reached 29 015 800 units and the sales volume reached
28 888 500 units. In 2019 Chinese auto production and sales were more than 25,7 million units,
accounted for about 28 % of global auto production and sales, and it remains the world's largest
auto market.

Epidemic had great influence on Chinese automobile industry and used car market de-
velopment. China's used car transaction volume fell sharply in January, but the more serious
impact was revealed in February, and the used car market began to recover in March 2020.
Production fell sharply in January but the bigger impact was felt in February. According to
the China association of automobile manufacturers, China's auto production in January 2020
was 1,767 million units, down 34,1 % month-on-month and 25,4 % year-on-year. Among
them, passenger vehicle production was 1,436 million units, down 34,3 % month-on-month
and 28,1 % year-on-year. Commercial vehicle production was 331000 units, down 33,4 %
month-on-month and 10,5 % year-on-year'.

According to the data of China automobile circulation association, in February 2020 the
transaction volume of used car market in China was 71100, with a month-on-month decrease
0f 92.78 % and a year-on-year decrease of 91,19 %. From January to February, the accumulat-
ed transaction volume of used car was 1055900, down 47,34%?>. In the five hardest-hit prov-
inces of Hubei, Guangdong, Henan, Zhejiang and Hunan, factory restarts have been relatively
late, typically since mid-to-late February. According to a Marklines survey, 22 factories in five
provinces that have been delayed by the outbreak have a total capacity of 6,654 million units
per year. In March 2020 the car market will gradually see signs of recovery. On March 9,
71,28 % of used car dealers and 90,8 % of used car dealers had returned to work?.

During epidemic the sales of used cars in physical stores have declined. Few custom-
ers visit physical stores to see cars or drive cars in person, but self-media sales and online
sales have risen sharply. From offline car viewing to online car viewing, the relevant purchase
procedures are handled directly through the Internet to reduce the burden of customer service.

! Rubber Tech China. International Exhibition on rubber Technology [Electronic source]. —
Mode of access: http://www.rubbertechexpo.com/rubber new_detail/media_centre text 1587002442
51521 .html. — Date of access: 15.10.2020.

2After the outbreak, the used car industry will break through adversity? [Electronic source] // Sohu. —
Mode of access: https://www.sohu.com/a/379569813 112518. — Date of access: 15.10.2020.

3 During the 2020 epidemic, China's used car industry market status and Development Trend Analysis
digital upgrade will become the key to development [Electronic source] // Sohu. — Mode of access:
https://www.sohu.com/a/383517894 114835 — Date of access: 15.10.2020.
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The Chinese used car market has shifted its focus to online sales, focusing on online
sales planning. Used car dealers rely more on offline operations than new car dealers. Due to
the uncertainty of the car condition, both the buyer and the seller need to go through the of-
fline inspection of the car to finalize the transaction, and the procedures of transferring, mov-
ing out, used car loan, etc. need the buyer and the seller to meet. Therefore, for used car
dealers, at present, they can only do online information published car source, reserve inten-
tion customers, and so on the real return date to work.

At present the car dealer of each big area has returned to work basically. The first- and
second-tier cities have more migrant population, and the recovery of transactions was rela-
tively slow compared with the third- and fourth-tier cities. The third-tier and fourth-tier cit-
ies, which are less affected by the epidemic and whose main consumer groups are local peo-
ple, saw the fastest recovery of market consumption, which almost tends to the normal level.

Taking QingYuan city in GuangDong province as an example, the epidemic situation
in the city itself is not particularly serious. Since February 10th, a number of car dealers have
started work, and nearly 90 % of them have resumed normal operations in early March.
As QingYuan city has a good economic foundation, consumers have higher consumption
capacity and relatively higher risk of epidemic prevention and control, which further stimu-
lates the consumption power of private cars, the additional users based on the demand for
safe travel for families, and the first-purchase users in non-restricted cities, thus strengthen-
ing the transformation of these users’ demand.

Research shows that under the influence of the outbreak, people’s level of economic
capacity and quality of life has also been affected. The vast majority of people prefer in-
stallment alleviate the pressure of the money during big item purchase. With the influence
of the epidemic, the recognition degree of the perfect automobile consumer finance service
has been increased. 80 % of users believe that standardized, transparent and safe auto financ-
ing products are attractive and will be their priority when buying a car, which is undoubtedly
“timely rain” for easing the economic pressure on users in the context of the epidemic.

In the stage of epidemic prevention and control, people's travel is affected and restrict-
ed. It is better for them to choose reliable service agencies to handle all kinds of complicated
procedures than to handle these procedures by themselves. This not only reduces their trou-
bles, but also guarantees the safety of users under the epidemic prevention and control.

After the outbreak, the provision of customized financial products and services for us-
ers based on the purchase demand scenario of consumers will be a catalyst for the overall
upgrading of enterprise services.

According to the report of the China Automobile Association, the epidemic did not re-
duce consumer demand for car purchases, but the transformation of short-term demand was
suppressed. “Driving to reduce the chance of infection” and “family travel safety needs” are
the main factors for strengthening their purchase of private cars.

JD Power's “Research Report on the Impact of the New Coronary Pneumonia Epidem-
ic on Consumers' Willingness to Buy Cars” also pointed out that nearly half of the respond-
ents who had no car purchase plan (48,8 %) said they might “may” or “will definitely buy”
a car. With the improvement of the epidemic situation, the suppressed car purchase demand
of users has not only been further gradually released, but also spawned new consumer de-
mand.

In the process of buying a used car, in addition to paying attention to whether the car
has an accident, the brand of the car and the price, the vast majority of users are more sensi-
tive to the installment interest of the used car. On the one hand, the emergence of industry
chaos makes users more cautious when buying used cars by installment, strengthening the
attention to the interest rate, the number of repayment periods, monthly repayment amount
and other issues; on the other hand, the occurrence of the epidemic makes the personal eco-
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nomic ability is also limited, reducing the repayment pressure to keep a full life fund has be-

come a key consideration of users.

Compared to the advanced market in western countries, development of Chinese used car
market has several lacks, but nevertheless, this market has good prospects of the development.
SWOT-analysis of used car market is represented in the Table.

SWOT-analysis of used car market

Strengths

Weaknesses

1. Good policy support, including of the used car
market development directions into government
macroeconomic repots and plans. An example of
the policy support is the Demonstration Project
of Used Car Trade Market Upgrading and Re-
construction, which was realized by the Ministry
of Commerce and Finance of China and included
40 markets of second-hand cars in 10 Chinese
provinces. The goals of this project were to re-
form second-hand cars trading market and pro-
mote cross-regional transactions.

2. Increasing of the brand used car significance.
Many big car manufactures have initiated to cre-
ate brand car trademark, for instances Chengxin,
Anji from SAIC Motor, Certified used car from
FAW-Volkswagen, Anxin from FAW TOYOTA
Motor, AAA from FAW Audi, and Xiyue used
car from GAC HONDA, etc. This trend develops
competition between used car brands and pro-
motes used car market activity.

1. Weak trust between buyer and seller, because
consumers have few resources for evaluation of
used cars and have quality, price and legal risks
during used car purchase. In Chinese market
few mechanics are experienced enough to value
cars independently. That is why many potential
used car demands cannot transfer into real mar-
ket demand.

2. Weakness of after-sell service systems. Chi-
nese second-hand car market did not have es-
sential service function, facilities and method.
Services for the new car market can not be used
at the used car market, which has bad influence
on the consumers and that is why the expansion
of used car market is restricted.

Opportunities

Threats

1. Increasing of the concentration in used car
trading. The prospect of the Chinese used car
market development is the large-scale car trade.
It will increase of efficiency of cross regional
used car transactions, reduce the operational
transfer cost, and improve the comparative ad-
vantage in used car price. Large-scale cross re-
gional trade companies, auction companies,
third-party service companies will arise at the
market.

2. Expansion of Chinese used car market scale.
Large cities have leading role in regional markets
forming, the used car transfer gradient can be es-
tablished from developed area to less developed
area, thus to form the unified Chinese market.

3. Trading service platform establishment, which
will provide used car trade testing, evaluation
and other services for both individual trader and
dealer. This platform includes replace platform
between new and used cars, service platform
among manufactures, and alliance platform
among trade market nationwide.

1. Low technical abilities, irregular transactions
and non-effective management at the Chinese
used car market. The taxes for different trade
participants are different: 0 % for brokers, 2 %
for companies, 4 % for auctioneers. These cir-
cumstances lead to the chaos and unfairness in
Chinese used car market.

2. Lack of used car evaluation and assessment
systematic criteria. Few companies in Chinese
used car market have specialized equipment for
car evaluation. The results of evaluation are
subjective and depend of the experience and
responsibility of estimator, which decrease their
rationality. Different subject evaluation results
made by several estimators reduced the real
indication on car real value, which restricts the
Chinese used car market development. This
market needs nation-wide rational evaluation
system.

Source: the own elaboration on the base of the article [9]

While ensuring the sales strategy of offline used car stores, it is need to develop diver-
sified sales strategies in the near future, focus on improving the service quality of online
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sales platform, and use more online media to promote the used car sales of enterprises. Con-
tinuously improve the management, marketing and service capabilities of brand used cars,
will change the basis of competition, continuous innovation.

Conclusion. Chinese car market becomes on of the dominant markets in automotive
industry. Affected by the epidemic, this market returned to work and in March 2020, and
main circumstance is transfer from offline sale and testing of cars to online mode, so that
customers can stay at home and have remote access to all the information of the car. China's
used car market is now in a situation where risks and opportunities coexist. The main risks
are lacks in integrity, evaluation criteria, after-sell service systems, incomplete policies and
regulations. In addition to the self-regulation of the market, macro-policy is also the main
force to promote the development of the used car market. National taxation preferences, pol-
icy and financial support are all boosters that promote the development of the used car mar-
ket. Such features as expansion of market scale, increasing of concentration and role of
brand used car, and trading service platform establishment will define future Chinese used
car market development.
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B cmamve npoananuzuposanvl pasiuuHble ACNEKmuvl pa3eumusi KUMANUCK020 PbIHKA
nooepoicanublx asmomodunei. Paccmompeno eénusnue snudemuu Ha 9mom pulHOK. Bwinoi-
nen SWOT-ananuz oannoco puvinka. Onpedenenvt e2o ciabvle CMOPOHbL U HEOOCMAMKU
DYHKYUOHUPOBAHUSL, CUTbHBIE CHIOPOHbLL U NEPCHEKMUBbL PA3GUMUSL: PA3ZGUMUIO PbIHKA O)-
dem cnocobcmeosams 20CyOapCmMEeHHAsE NOO00EPHCKA, macumabd pevlHKka Oydem pacmiu,
npouzolioem 3amemuoe y8eaiuieHue 00bemMos Mmopeosiu NOOEePHCAHHBIMU ABMOMOOUTAMU,
BAJICHYIO POJIb NOCMENEHHO NPUuodpemym OpeHoosble NOOEePICAHHbIE AMOMOOUIU, CO30a-
HUe MOP206oll CEPEUCHOU NAAMPOPMBI CIAHEM OCHOBOU PLIHKA NOOEPAHCAHHBIX ABMOMOOU-
neti. [lannvle ocobenHoCU U NePCneKmuabl NOKA3bIBAom, 4mo dMom PuiHOK 3aHuMaem 0o-
MUHUPYVIOWYIO ROZUYUIO 8 KUMANICKOU A8MOMOOUTbHOU NPOMBIULTIEHHOCHIU.

Knwouesvie cnosa: mapkemuneogulii ananu3, pblHOK HOOEPICAHHLIX aA8momoduell,
axoHomuxa Kumas, snudemuonoeuueckas cumyayus, SWOT-ananus.
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