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Automobiles & Components 
India 

Sector View: Cautious NIFTY-50: 25,476 

US-EU auto proposal puts focus on manufacturing footprint 

In order to offset the impact of 25% auto tariffs by the US on imported cars, 

the EU has proposed an export-credit mechanism, which will allow 

automakers with US manufacturing to offset tariffs on EU-made imports. This 

will create a divide, where BMW and Mercedes will benefit with strong US 

exports, while VW, Volvo and JLR will continue to face relatively higher duties. 

JLR has factored in some tariff relief from its EU plant exports in its FY2026E 

guidance, which may see a downside risk if the current proposal is accepted. 

US auto tariffs: EU seeks relief through export-credit mechanism 

In early 2025, the US had raised import tariffs on light passenger vehicles 

(including the EU) by 25%, citing national security and reshoring goals. 

According to ACEA, ~758k cars (EUR38.9 bn) were exported from the EU to the 

US in CY2024, which is 4X the cars exported from the US to the EU. In order to 

resolve this, the export-credit mechanism has been proposed by the EU that 

would allow European automakers that produce and export from the US to 

offset an equivalent number of European imports at reduced or zero tariffs. This 

rewards localization, aligns with the Make in America policy and offers the EU 

a path to maintain trade flows without caving fully on tariffs. 

Origin defines advantage; OEMs exporting from US enjoy reduced tariff rates 

The new tariff deal (if accepted) draws a sharp line between automakers with 

deep US roots and those reliant on European exports. BMW leads with its 

Spartanburg, South Carolina plant, from which it exported 225k vehicles versus 

imports of 175k vehicles in CY2024, making them the net exporter from the US. 

Mercedes-Benz operates in Tuscaloosa, Alabama, with a 260k annual capacity, 

exporting nearly 170k vehicles as against imports of 235k vehicles in CY2024. 

In contrast, Volkswagen’s Chattanooga plant (capacity ~150k  units) mainly 

serves US demand with minimal exports, disqualifying it from offset credits. 

Volvo’s Ridgeville, South Carolina facility, with 150k units of annual capacity, 

has only begun producing small volumes currently. Jaguar Land Rover does not 

have any plants in the US, relying entirely on imports (from Slovakia, leaving its 

US sales fully exposed to the 25% tariff). For JLR, exports from the UK plant are 

being levied a tariff of 10% currently. 

Tariff math—BMW and Mercedes gains, no benefit for JLR 

If this deal happens among European OEMs, major winners include BMW and 

Mercedes, all of whom gain from tariff shelters. However, VW Group, VW and 

JLR (Slovakia exposure) will face relatively higher tariffs, placing them at a 

disadvantage. Talking about JLR, the company in its annual guidance of 5-7% 

of EBIT margin had baked in lower tariffs on its exports from Slovakia to the US 

after the EU-US trade deal. However, if the current proposed deal passes 

through, the company may face 25% tariffs on its exports from the EU plant 

(1/3rd of US volumes are from the Slovakia plant) for a longer period of time, 

which puts a downward risk to the company’s FY2026E guidance.  
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US tariff on EU imported cars has increased to 25% from April 2025 

  Tariffs on US and EU automotive markets (%) 

Tariff measure Before 2025 Current

US import duty on light vehicles 2.5% (MFN rate) 25% from April 2025 (Section 232)

US import duty on auto parts 0-2.5% 25% from May 2025 (Section 232)

EU import duty on light vehicles 10% (standard MFN rate) 10% (unchanged currently)

EU import duty on auto parts 3-4.5% (varies) 3-4.5% (unchanged currently)
 

Source: Kotak Institutional Equities estimates 

 

BMW and Mercedes-Benz will be winners; whereas JLR, VW and Volvo will be in a disadvantageous position 

  Winners and losers of proposed EU and US tariff deal  

OEMs Outcome Rationale

BMW Winner

Large US production gives BMW credits to offset imports. Exported 225k 

units versus imports of 175k units in 2024. Thus, BMW can avoid most tariffs 

on its EU-built models and even benefit from rivals’ higher costs.

Mercedes Benz Winner

Exported 170k units versus imports of 235k units, which can be largely 

covered by export credits. Tariff mechanism favors Mercedes, reducing its 

effective duty burden.

VW Loser

Minimal USA exports (Chattanooga output sold domestically), so no tariff 

relief. Audi and Porsche import all cars. Overall, faces full tariff cost 

unless/until it localizes production (which it is now considering).

Volvo Loser

Highly exposed. Most cars sold in U.S. are imported from Europe. Small US 

factory (SC) makes limited models (EX90 EV). Tariffs hit ~16% of Volvo’s 

global sales, hurting its profits and forcing plans to expand US production.

JLR Loser
No, US plants. Slovakia volumes (1/3rd of USA volumes) will get impacted and 

the company has no offset mechanism.

Stellantis Neutral

US brands (Jeep, Ram) built locally, which is largely shielded. EU brands 

(Peugeot, Alfa) have tiny US share, so little direct impact. More impact about 

Mexico/Canada tariffs (40% NA production) than US–EU issues.

Ford Winner 

Tesla Winner 
Domestic advantage as imported cars will become expensive.

 

Source: Company, Kotak Institutional Equities estimates 
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is 
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies 
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or 
views expressed in this report: Rishi Vora, Apurva Desai.” 
 
 
 

Ratings and other definitions/identifiers 

Definitions of ratings 

BUY. We expect this stock to deliver more than 15% returns over the next 12 months. 

ADD. We expect this stock to deliver 5-15% returns over the next 12 months. 

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months. 

SELL. We expect this stock to deliver <-5% returns over the next 12 months. 

Our Fair Value estimates are also on a 12-month horizon basis. 

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may 
not strictly be in accordance with the Rating System at all times. 

 

 
 

Coverage view 

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following 
designations: Attractive, Neutral, Cautious. 
 

Other ratings/identifiers 
 
NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable 
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or 
strategic transaction involving this company and in certain other circumstances. 

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company. 

NC = Not Covered. Kotak Securities does not cover this company. 

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a 

sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in 

effect for this stock and should not be relied upon. 

NA = Not Available or Not Applicable. The information is not available for display or is not applicable. 

NM = Not Meaningful. The information is not meaningful and is therefore excluded. 

Distribution of ratings/investment banking relationships

Kotak Institutional Equities Research coverage universe

Source: Kotak Institutional Equities

As of March 31, 2025

Percentage of companies covered by Kotak Institutional 

Equities, within the specified category.

* The above categories are defined as follows: Buy = We 

expect this stock to deliver more than 15% returns over 

the next 12 months; Add = We expect this stock to deliver 

5-15% returns over the next 12 months; Reduce = We 

expect this stock to deliver -5-+5% returns over the next 

12 months; Sell = We expect this stock to deliver less than 

-5% returns over the next 12 months. Our target prices 

are also on a 12-month horizon basis. These ratings are 

used illustratively to comply with applicable regulations. As 

of 31/03/2025 Kotak Institutional Equities Investment 

Research had investment ratings on 286 equity securities.

Percentage of companies within each category for which 

Kotak Institutional Equities and or its affiliates  has 

provided investment banking services within the previous 

12 months.
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