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SaudiArabia was the 20th largest destination for U.S. auto parts

) ] Original Aftermarket
exportsin 2015, and the market has some, but relatively few, Equipment Rank
barriers for U.S. companies. U.S. parts exports are assumed to Rank
overwhelmingly be for aftermarket use, since SaudiArabia
currently has very limited local vehicle and parts production. 2 5 13

Inthe recent past,Saudi Arabia’s autoand auto
aftermarket have developed at a robustpace thanks
to the strength of the Saudi Arabian economy,
favorableauto financing, lowgas prices, high private
consumption levels and a growing population. The
recent declinein oil prices,announced spending cuts
for 2016 by the Saudi Government, and weak global
growth, however, are expected to negatively affect
Saudi Arabia’s economy, at leastin the shortterm.
This economic slowdown is likely to resultin fewer
new vehicle purchases but could positivelyimpact
auto aftermarket sales if vehicles are kept for longer
periods of time.

Overview of the Automotive Parts Market in Saudi
Arabia

Saudi Arabiais thelargestauto market for both new
and used vehicles and the largestauto parts market
inthe Gulf Cooperation Council (GCC). Itis alsothe
region’s largestimporter of automotive products
with some of these imports being re-exported within
the region. Currently, there is a small amount of
local auto parts and truck production, but there is no
lightvehicle production. The majority of all types of
vehicles and parts sold inthe country are imported.

U.S. auto parts exports to Saudi Arabia havegrown
from $273.1 millionin 2010 to $355.1 millionin
2015.1n 2013 (latestfigures available), the United
States was Saudi Arabia’s fifth largestsource of auto
parts with 9 percent of the import market. Japan
was the largestsource, comprising 23 percent of the
imports, followed by Germany, China and Korea.

There is a lack of official government statistics for
new vehiclesales (passenger cars,commercial
vehicles and trucks)in Saudi Arabia, but annual sales
are estimated to be 900,000 for 2015, whichis
double the sizefrom 2006. Sales areforecasted to
increaseto 1 million units in the next couple of
years.Some of the popular passenger vehiclesin
Saudi Arabia include Toyota’s Hilux, Corolla, Yaris,
Land Cruiser and Camry; Hyundai’s Elantra and
Accent; General Motors’ Yukon, Tahoe, Suburban
andImpala;and Ford’s Expedition, Ranger, Taurus
and Explorer. Toyota is estimated to have over a
third of total market share,and Hyundai has
approximately a fifth of total market share.

Accordingto Ward’s, the country was estimated to
have 4 million passenger vehicles and 2.1 million
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commercial vehicles onthe roadin2013. This could
increaseto a total of almost8 million vehicles in the
next coupleof years. There is a mix of both newer
vehicles and older models. The most popular pre-
owned vehiclebrands areToyota, Hyundai and
Chevrolet, accordingto SellAnyCar.com.

Saudi Arabia’s growingyouth population, rising
disposableincomelevels, favorablefinancing
environment, and greater publicand privatesector
investments have all contributed to Saudi’s
increased vehicledemand over the pastfew years.
The recent slowdown in Saudi’s economy, however,
could decrease the growth rate for new vehiclesales
over the next couple of years. For 2016, BMI
estimates a growth rate of 4.9 percent. If consumers
keep their vehicles longer, this couldresultinan
increased demand for aftermarket repair parts.

The growth of vehiclesales and the increaseinthe
number of dealerships and aftermarket distributors
in Saudi Arabia haveinevitably generated more
demand for aftermarket parts.Inaddition, the
region’s demanding climatenecessitates an
increased need to regularlyreplaceauto parts,such
as tires and batteries. BMI reports that there are
over 200 auto parts dealersinSaudi Arabia. Frost&
Sullivan estimates thatdemand for aftermarket
parts in Saudi Arabia could growto $5.5 billion by
2020.

Sales of commercial vehicles in Saudi Arabiaarealso
expected to increaseslightly. Frost& Sullivan
estimates that there areapproximately 750,000
trucks and buses currentlyin use inSaudi Arabia.

This is expected to increaseto 1.2 million units by
2020. Therefore, demand for aftermarket parts for
these vehicles is also expected to grow, reachingan
estimated $3.65 billion by 2020. Isuzu and Mitsubishi
are estimated to have a 70 percent market share of
the light commercial vehicle market.

In 2014, Saudi Arabia established corporateaverage
fuel economy standards (CAFE) similar to the
standards inthe United States to reduce domestic oil
consumption. The standards, implemented in 2016,
aimto improve fuel economy inSaudi Arabia for
total road transportation by 2025. The regulations
are applicableuntil the end of 2020. Given the
relativelylargesize of families in Saudi Arabia, these
changes are not expected to significantlyimpact
exports of larger American-made SUVs and light
trucks, as well as their aftermarket parts. However,
engine sizes areexpected to decrease, and more
fuel-efficient vehicles will be offered to comply with
the standards. For example, Toyota justlaunched
the Prius in Saudi Arabia.

In an effort to diversify the domestic economy by
moving away from dependence on petroleum and to
generate jobs forits young and growing population,
the Saudi government is advocatingfor the
development of a domestic automotive industryand
has encouraged global vehicle manufacturers to
establish local manufacturing. Currently, there is
some limited local productionand assembly of
filters, radiators, batteries, hydraulicoils, lubricants,
exhaust systems and converters. Also, Isuzu,
Daimler,Volvo and MAN are assemblingtrucks ona
small scalein Saudi Arabia. As automotive salesin
the MiddleEast and North Africa grow, there is
increased interestwithin the region to have global
automakers establish local production.

Challenges and Barriers to Automotive Parts
Exports

Saudi Arabia’s industrial standards and conformity
assessments arethe most significanttradebarriers
affecting U.S. manufacturers. The Saudi Arabia
Standards Organization (SASO) has issued numerous
industry standards and regulations affecting the
automotive industry. As with other imports, SASO
mandates that a Certificate of Conformity is needed
for the importation of auto aftermarket parts.
Shipments arriving withouta Certificate of
Conformity will be rejected at the Saudi port of
entry. In addition, labelingand marking
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requirements arealsocompulsoryforany products
exported to Saudi Arabia. For example, the country
of origin must be marked on all imported products.

U.S. auto parts suppliers haveexpressed difficulties
with understanding Saudi’s importrequirements and
with complying with the burdensome
documentation and certification necessary for
importing parts.In addition, U.S. exporters have also
experienced customs clearancedelays and
enforcement inconsistencies.

The Saudi Arabian automotive market is highly
competitive. The largenumber of global automakers
sellinginthe market, as well as the market’s growth,
has aftermarket suppliers fromaround the globe
competing for sales.Inaddition, currency exchange
rates canobviouslyaffectU.S. automakers’ and
suppliers’ price competitiveness. Suppliers to
Japanese and Korean vehicles havethe greatest
potential for volume sales, as these vehicles are
estimated to accountfor almost70 percent of the
existingcarsales.

Most used parts arebanned from being imported
into Saudi Arabia,includingtires, butreconditioned
engine andtransmission parts are exempt if they
comply with certified standards. The current ban
applies to the import of auto parts over five years
old as well as autos and lighttrucks (under fivetons)
over five years old.

Intellectual property protection has steadily
increasedinthe Kingdom and anti-counterfeiting
laws exist.Inaddition, the Saudi government has
made efforts to stop counterfeit products from
entering the county. The continued availability of
counterfeit aftermarket parts, however, remains a
concern for U.S. automotive companies.

Opportunities for U.S. Companies

Currently, there are relatively few barriers to
exporting automotive products to Saudi Arabia
beyond the conformity requirements previously
mentioned. Sincethere is currently negligible
automotive-related productionin Saudi Arabia, auto-

specific protective barriers do not exist.In addition,
auto sales growth, favorabledemographics and
disposableincomelevels,and low import tariffs and
fuel prices contributeto good export potential for
aftermarket parts to Saudi Arabia. The tariff for
radiators andfiltersis 12 percentand is 5 percent for
all other spareparts. There is no VAT or other taxes
added to the sales price.

U.S. vehicle exports to Saudi Arabia arecurrently
supported by Saudi Arabia’s acceptanceof vehicles
produced to U.S. standards. Relatively few
homologation changes are needed prior to export.
Saudi Arabia currentlyis thefifth largestdestination
for U.S. exports of new passenger cars (by units)and
the ninth largestdestination for used vehicles (by
units), which presents an opportunity forincreased
exports of U.S. aftermarket parts for those vehicles.
U.S. exports to Saudi Arabia of new passenger
vehicles and lighttrucks totaled almost92,000 units
with avalue of $3.1 billionin2015.In addition,
15,500 used vehicles, totaling $256 million, were
exported from the United States to Saudi Arabiain
2015.Finally, the country was the fifth largest
destination for U.S. exports of medium-duty and
heavy-duty trucks.

Aftermarket parts for off-road vehicles and SUVs
have excellent potential in Saudi Arabia.SUVs and
4x4 cars areespecially popularin Saudi Arabia and
there is a high level of interest in off-road and desert
driving. Larger vehicles arepopularinorder to
accommodate largefamilies, and the Detroit Three
excel inthis competitive segment, particularly the
larger SUV market. In addition, the recently
implemented CAFE standards and higher gas prices
inSaudi Arabia arelikely to generate interest and
demand for products related to increased fuel
efficiency.

Given Saudi’s high disposableincomelevels andan
interest in modified/luxury vehicles, there is great
demand for specialty performanceand appearance
products. U.S. companies command a leading
positioninthe supply of transmissions, tuningand
high performance parts andkits, steering,
suspension,and brakecomponents and parts.
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