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Type: Mature; Diverse Market with Modest Growth

Australia’s auto market is mature with modest growth expected

going forward. BMI forecasts that new vehicle sales in Australia Orlglnal Aftermarket
- . Equipment Rank
will increase 6.8 percent between 2015 and 2019, growing to 1.2 Rank

million unitsin 2019. Australia was the seventh largest destination

for U.S. auto parts exports in 2015, and the market has relatively 1 7 1 2
few barriers for U.S. companies. Since auto production in Australia

is winding down over the next couple of years, future U.S. parts

exports will be for aftermarket use.

Overview of the Automotive Parts Market in
Australia

In 2015, sales of new passenger cars,SUVs and
commercial vehicles in Australia totaled a record 1.2
million units, which was anincrease of 3.8 percent
from 2014. Passenger cars accounted for 44.6
percent of the market; SUVs accounted for 35.4
percent of the market; light commercial vehicles
were 17.2 percent of the market, and heavy trucks
were 2.8 percent. Market leaders were Toyota (17.8
percent market share), Mazda (9.9 percent), GM
Holden (8.9 percent), Hyundai (8.8 percent) and
Mitsubishi (6.2 percent). Australia is one of the most
open automobile markets inthe world with almost
70 brands and 350 different models being offered
for sale. Popular vehicles includethe Toyota Corolla,
Mazda3, Toyota Hilux, Hyundai i30 and the Ford
Ranger.

Currently, there are three vehiclemanufacturers and
approximately 140 original equipment suppliers

producinginAustralia. For the first 10 months of
2015, BMl reported that auto production was
143,349 units, a decrease of 4.5 percent from 2014's
first10 months.

However, by the end of 2017, Australia’svehicle
productionis expected to end. Ford will stop
producingvehicles and engines in Australiain
October 2016. In addition, both Toyota and GM
Holden will nolonger produce vehicles and engines
inAustralia by the end of 2017.The automakers will
still selland distributetheirimported vehicles in the
country. Ford also planson maintainingvehicle
development and engineering capabilitiesin
Australia,and Holden plans to continue to design
andengineer vehicles.Australia’s low tariffs for
imported vehicles, relatively high production costs
for the region, reduced economies of scale(for
automakers and suppliers),and the value of the
Australian dollarcontributed to the decisions to end
local vehicleproduction.
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Hgure 1: 2015 Australian Automotive Market
Sales (units) 1,155,408

U.S. Auto Parts Exports to

Australia $1,291,505,053

Total Australian Auto Parts $7.150.362,174

Imports

Total questlc Vehicle 172,000 (est)
Production

Vehicles in Operation ~17 million
U.S. Auto Parts Export Growth

2009-2015 +88%

After vehicleassembly ceases in Australia,some
original equipmentsuppliers in Australiaare
expected to survive by exporting, producingfor the
aftermarket and/or diversifyingtheir products; many
suppliers, however, are expected to close. Some are
relocating production to low cost markets.

Australia has one of the highestvehicleownership
rates inthe world, with an estimated 764 vehicles
per 1,000 people. The average age of all vehicles
registered in Australiais 10.1 years,and there are
approximately 17 million total vehiclesin operation.
The average annual growth rate for passenger cars
registered from 2010 to 2015 was 10.4 percent.
Gasolinevehicles accounted for almost 78 percent of
the total vehiclefleet, and diesel vehicles accounted
for almost 20 percent of the total vehiclefleet.

The Australian aftermarket for replacement parts
andaccessories isestimated to be worth between $5
and $6 billionandis splitfairly evenly between local
producers and imports. Annual Australian exports of
aftermarket parts are estimated by the Australian
Automotive Aftermarket Association (AAAA) to be
$800 million.

U.S. auto parts exports to Australia havegrown from
approximately $1.1 billionin2010to almost$1.3
billionin2015.1n 2014, the United States and China
were virtuallytiedin being Australia’s top source of
imports of auto parts, each with 19 percent of the
import market. Japan was the thirdlargestsupplier,
comprising 11 percent of the imports, followed by
Thailand, Germany and Korea.

There are approximately 4,000 vehicledealer
franchises in Australia. The AAAA estimates that

over 60 percent of vehicles areservicedin
Australia’s independentaftermarket, and 70
percent of the replacement parts and accessories
soldin Australiaarefrom channels other than
vehicledealers.

Challenges and Barriers to Automotive Parts
Exports

The Australian auto parts market is competitive,
and U.S. companies compete with a well-
established domestic manufacturingindustry as
well as with other global suppliers for both new and
remanufactured parts. The largenumber of global
automakers sellinginthe market, as well as the
market’s growth, has aftermarket suppliers from
around the globe competing for sales. Although
Australia has a freetrade agreement with the United
States, italso has free trade agreements with other
largetrade partners, including China, which came
into force in December 2015.In addition, currency
exchange rates can obviously affectdemand for U.S.
products and suppliers’ price competitiveness.
Australia’s longdistancefromthe United States
must also be taken into consideration when shipping
products and when providingsupportandserviceto
Australian customers.

Opportunities for U.S. Companies

Although Australia willnolonger assembleautos
after 2017, opportunities remain for certain
segments of the aftermarket, particularly for U.S.
specialty equipment and aftermarket products for
trucks and SUVs. U.S. manufacturers have a good
reputation in Australia for making high-quality, well-
engineered auto aftermarket and specialty products.

Currently, there are relatively few barriers to
exporting automotive products to Australia. If
products can be classified as automotive items of
minimum 51 percent U.S. content, there are no
customs tariffs under the U.S.-Australia Free Trade
Agreement. Documentation statingthe rules of
originshould accompany theshipment of goods.

U.S. aftermarket parts for off-road vehicles and
SUVs, such as suspension components, have
excellent potential in Australia. Accordingto
4x4australia.com, the top-selling 4x4 vehicles in
Australia areToyota Hilux, Ford Ranger, Mitsubishi
Triton, Holden Colorado, Toyota Prado, Nissan
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Navara, Jeep Grand Cherokee, Isuzu D-Max, Mazda
BT-50 and Toyota Land Cruiser 200 Series.

Australiansalso enjoy high-performanceand luxury
vehicles, whichincreases opportunities for related
U.S. aftermarket parts. Mercedes, BMW and Audi
areleaders inluxuryvehiclesales, with Mercedes
possibly becoming one of the top 10 sellingvehicle
brandsinAustraliain 2016.

The importation of remanufactured, re-builtand/or

used motor vehicle parts is permitted into Australia.
All parts, whether new, used or remanufactured, are
treated the same by Australian customs.

Australia, which uses right-hand drivevehicles, is the
seventh largestdestination for U.S. exports of new
passenger cars. Aftermarket parts for these vehicles
(such as the Toyota Highlander orthe Kluger in
Australia, Ford Mustang, Nissan Pathfinder,and
Dodge’s Ram 2500 and 3500 pickups) haveexport
potential. In 2015, U.S. exports to Australia of new
passenger vehicles and lighttrucks totaled 58,567

units with a valueof $1.6 billion.In addition,
Australia was thethird largestdestination for
medium and heavy duty truck exports by value
(almost$120 million) and the seventh largestby unit
(1,217).

Sinceauto productionwill end in2017,an increase
innumber of U.S. vehicles exported to Australiais
expected, which will onlyincreaseexport
opportunities for the U.S. aftermarket and specialty
parts for these vehicles.

The Australian government is consideringallowing
Australian consumers to bypass Australian dealers
andimport new vehicles thatare right-hand-drive,
areless thanayear oldandhave less than 500
kilometers on the odometer. The vehicles would, at
leastinitially, haveto be sourced from Japan or the
United Kingdom (both are right-hand-drive markets).

A $12,000 (Australian dollars) tax on imported used
carswillendin2018.
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