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Car batteries with Newton’s Naomi Waistell  
Interviewer: 

Electric vehicle sales are reaching new heights in Europe and in China, but there’s still a lot of scepticism that follows 
this growing industry. In today’s BNY Mellon Investment Management’s “Agents of Change” podcast, Newton’s Naomi 
Waistell tells us more about the electric revolution and the what-ifs attached to the production of car batteries. So 
Naomi, what do you think we owe this revolution to?  

Naomi Waistell: 
So why has the electric revolution come around?  Well I think we are in nothing short of an auto, a global auto market 
revolution because of climate change, because of air pollution and because of fuel efficiency and this has a lot of 
investment implications. 

We believe the future is electric but not everyone does yet many people are still sceptical so I wanted to start out by 
dispelling some of the popular myths or at least unpicking some of the conservatism that remains.  To start off with 
weak demand, so this is a popular myth. In 2017 the BEV which is pure electric vehicle growth rate was 61%, the 
hybrid growth rate was 36% so together the amount of electric vehicles on the roads went up from 740,000 to 1.1 
million. Another fact is that Tesla their first week of pre sales for their model 3 surpassed many luxury car models 
annual sales.  So the demand does seem to be there. 

The second point is about encumbrance resistance. So to start off with many of the OEMs obviously trying to defend 
their patch especially the Germans, German engineering making great IC engines were stand offish about this to say 
the least,  now they're on board that seems to have gone away as well. Thirdly, immature technology, the only reason 
electric vehicles haven't come about before now is because the technology hasn't been there.  In fact the internal 
combustion engine which came around just at the turn of the 1900s, at that point we already had the gem of the 
electric car technology but it could only go about 30 kilometres before you would need to reboot the battery, the 
technology wasn't sufficient now it is and development from here will be more incremental.   
 
Cost, cost is a big issue and this is one of the key things that prevents consumers from buying cars but it's come down 
rapidly and will continue to do so.  So the cost of a battery cell in 2010 was a $1,000 dollars we expect that to reach a 
$100 dollars by 2021.  And really that it is the key point because at that point you get to parity with ICE vehicles for the 
cost of a car and really we think then that's game over for ICE.  And that date, so 2020/2021, chimes in with a lot of 
the launch dates for OEM EV launches so it's a significant date to watch.  Range anxiety again is one of the things 
when you canvas people on the street and I do it with family and friends and say why wouldn't you buy an electric 
vehicle and they say range anxiety. 

But again at the top end of the market Tesla's already go over 500 kilometres on a full charge, most max market 
electric vehicles do over 200 kilometres and so we're getting up to the critical level for customer comfort.   
 
Insufficient infrastructure, this one needs more work we need more factories and we need more charging stations.  
Both of these are happening but to get to the level that we expect demand to be at in 2030 we would need a 100 more 
giga factories to supply that demand so spend will have to increase.  And people think they're lower quality products 
perhaps this is the one that I most fervently dispute if you like and I don't profess to be a petrol head but my autos 
analyst who absolutely is says these are better cars. They have higher instant torque that means you go to 0 to 60 
much much faster you put your foot down and you are there. 

They have lower maintenance costs, they are more reliable and Tesla again has done a lot for this you have to have a 
proposition that captures the consumer’s imagination and competes at least an equivalent level to really boost this 
demand. 

So why now, why has this happened at this point and time?  Really there are two key factors the first one is 
technology which I've mentioned a little bit the second one is the strength of policy support at the moment and it has 
two sides to it, there's a carrot for the consumers and stick for the OEMs. The carrot comes in the form of subsidies 
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which some countries are embracing more fully than others and the stick is in the form of fines to OEMs who don't 
comply with certain targets by certain dates.  by 2025 the first countries, the Netherlands and Norway, will be banning 
diesel and gasoline engines.  Followed by India which I think is slightly optimistic I'm not sure they'll meet that target 
by 2030 and Germany and then the UK in 2040 we plan to have no new sales of diesel and gasoline cars by that date.  
And then China is yet to set its target but they're ahead of the game so likely before us.   

if you look at these penetration levels a lot of which are around the 1 to 2% rate what's interesting is history teaches us 
that consumer technologies tend to take off around that 1% level, that's the inflection point where things really start 
motoring and go exponential and adoption then happens far faster than we think. For things like going back to 
cassettes or smart phones or TV flat screens 1% is the level to watch for. 

That's where we are now in global battery electric vehicles and hybrids, we are through 1% heading towards 2%. So in 
terms of supply I mentioned earlier that the auto OEMs are on board now and we can see a non-exhaustive list here 
of the programmes that they've announced.  And the stick that the regulators are beating them with are very significant 
finds that they want to avoid at all costs. Within the EU the target is then for them to get to 95 grams per kilometre of 
CO2 emissions by 2021 last year they were at 118 so that is a long way to go.  And if they don't get there the fines run 
into the billions per company, they need to achieve this. For BMW, for Honda they're talking about things like 15 to 
25% of group sales coming from electric vehicles by 2025. 

Two thirds of sales by 2030 coming from electric vehicles. This is an extreme sign of confidence from these 
companies that they're expressing in electric vehicles.  So this is a significant ramp up a revolution. The other thing to 
note is that date like I mentioned most of these programmes are 2020 that's the cost parity date 2020/2021 that's the 
critical date to watch.  China, the Chinese OEMs are grouped together here at about 4.5 million, that is the main 
country in terms of investment implications.  China is the leader both in terms of supply and the demand for electric 
vehicles, they made more electric vehicles than all the other countries put together, 680,000, and they also lead in 
terms of demand.   

They're stimulating just like, sorry they're offering subsidies just like Norway reasonably generous so the RMB amount 
there equates to about $17,000 US dollars and you know as a command economy they can control this.  This has 
implications in terms of the investment outlook for demand growth. A lot of attention in the investment community has 
been paid to the raw materials that go into supplying the batteries that make the electric vehicles. We've seen many 
fold increase in the lithium and cobalt price over the last few years. Our analogy or one of our analogies is the early 
2000s when we had the Chinese build out and the iron ore price rose many fold when the iron ore output doubled 
even though iron ore is a plentiful resource and this is some people's push back that lithium is plentiful there are 400 
years of lithium supply in the ground why should the price be so high.  But at this point at the beginning of this 
revolution the price is needed to incentivise a new supply to come on.  It takes about a seven year lead time for some 
of this capex to come through and produce lithium and some of that is high cost lithium not the low cost stuff so this 
incentivisation price is needed at this point in the cycle.  There's also the fact that this is almost an unprecedented 
increase in the volume of a commodity ever seen in this period the only other time that you've seen an almost tenfold 
increase in a commodity in this kind of a period would be the 1990s when UK gas increased, was it roughly about 4 to 
5 times in a 10 year period and here we've got lithium increasing 6 to 7 fold over the period from 2016 to 2026. 

Interviewer: Can technological advances ever completely remove demand for the combustible engine? 

Naomi Waistell: 

I think like all old nostalgic features there'll be people who keep them as things to drive at the weekend, you know 
people have old racing cars, there are people who probably still ride horse and carts now and then but for the most 
part everybody will be driving electric vehicles. 

Interviewer: From when, what's the time lines that you're talking about here? 

Naomi Waistell: 
This is really the key question now so the way that the debate has moved on is most people have got over the 
scepticism of if it's going to happen and now it's about how much and when? Our predictions are that 10% of new car 
sales globally will be electric by 2025 so for the whole of new car sales to be electric we're not looking near term really 
it's going to take a while. 
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Interviewer: Okay so this is feeding into the mining industry in particular.  So what impact has car battery 
development having on commodity markets? 

Naomi Waistell: 
The biggest move that we've seen so far are particularly in lithium and in cobalt and those prices have risen many fold 
over the last couple of years as people have really started to buy into this thesis. And I think that's justified many 
people would wonder whether those prices can be sustained but I think they need to be sustained in order to support 
the car demand and support getting those commodities out of the ground. 

Sure, well a lot of the lithium is actually to be found in emerging markets so Chile and Argentina have very rich 
deposits of lithium and also the battery manufacturers themselves are particularly in South Korea.  

Yes, so there should be huge benefits people are talking about a 50% reduction in CO2 output and emissions and this 
is, you know what we're really asking to happen is for the consumer to save the planet. 

Interviewer: 

That was Naomi Waistell of Newton, part of BNY Mellon Investment Management on the electric revolution. Thank 
you for listening. 

 

-END- 
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