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ICF News

ICF CONgress dubAI

160 participants and more than 40 accompanying persons found their way to 
Dubai to attend the 2008 Congress and our social events.  
All Congress proceedings have been mailed to member companies and are of 
course available for download in the member section of our website.

ICF CONgress MOsCOw 2009

The 2009 Congress will be held at the Hotel Ritz-Carlton in Moscow from 6 to  
10 October. 

The presence of suppliers at the Dubai Congress seems to have been well received 
by ICF members. In order to facilitate a connection between the cablemakers com-
munity and the natural partners of the Wire & Cable Industry, the ICF Council has 
decided that again selected suppliers will be invited to attend but this time for the 
entire Congress.

The Secretariat would like to draw members’ attention to the need to make the visa 
arrangements as early as possible. We are grateful that our Russian members have 
kindly offered their assistance in the necessary paper work and we will again com-
municate to members on this issue in the first half of this year.

The Standing Commission has already started work on the development of the 
Moscow Program. We hope to be able to attract high ranking political and eco-
nomical keynote speakers and one session will focus on the Russian cable industry.

Thomas Neesen
Secretary-General
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INTRODUCTION
slow down in Manufacturing
This article reviews developments in glo-
bal markets for wire and cable used by 
OEMs (Original Equipment Manu-factur-
ers), addressing the two main relevant 
sectors of the OEM market: (a) Automo-
tive, and (b) Electrical Appliances and 
Electronic Products. By far the most 
important current development in this 
sector of the cable market is the impact 
of the global financial crisis. A limited 
downturn in some OEM markets began 
in 2007 and the situation has further 
deteriorated during 2008, but it became 
clear in the later months of the year that 
the scale of the downturn is likely to be 
severe, especially in the automotive sec-
tor. The financial crisis deepened during 
September and October 2008, and the 
malaise that began as a limited prob-
lem in the banking sector has spread 
from financial services to manufactur-
ing businesses. Production in some key 
manufacturing industries has already 
fallen sharply.

Crisis Hit Construction First
In assessing the impact of the financial 
crisis that broke in 2008, there have 
been two main sectors where there has 
already been a clear adverse effect on 
demand. The construction sector was 
directly and almost immediately affect-
ed. In many countries over-heating of 
property markets, especially the mar-
ket for residential property, was a key 
factor that had been driving growth in 
the construction sector. Once construc-
tion activity faltered, demand for cable 
began to fall. The US was the first coun-
try to experience the downturn in the 

construction sector, but during 2007 
and 2008 some other countries have 
been through similar slumps as lenders 
became much more cautious in their 
assessment of credit risk.

then OeM Markets
The other major market sector that was 
quickly affected by the financial crisis is 
the OEM sector. As consumers lost con-
fidence in the wake of the crisis (falling 
stock markets and some well-publicised 

rescues of major financial institutions), 
purchasing of many non-essential items 
fell, with an immediate effect on cable 
demand. The OEM sector covers wires 
and cables that are included in equipment 
sold to consumers: this definition covers 
autos, domestic electrical appliances and 
electronic items. The types of cable used 
by OEMs includes LV energy cable in the 
form of equipment wire used internally 

in appliances, flexible cables for power 
cords, winding wire used in motors and 
small transformers, and automotive wire 
and cable. Many OEM cables are used 
in the form of a complex harness: wiring 
harnesses consist of several wires cut-to 
length, fitted with connectors, then bun-
dled together before installation. Though 
some parts of this assembly process can 
be automated (e.g. cutting to length), 
some elements of harness construction 
are much more labour intensive.

AUTOMOTIVE 
INDUSTRY
Major element of OeM demand
The automotive sector is a major ele-
ment of OEM demand for wire and cable. 
Electrical and electronic systems within 
a vehicle are linked together by cable in 
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the form of a wiring harness. Cables are 
used in a variety of sizes, ranging from 
heavy gauge battery cables to very light 
conductors carrying electronic signals. 
Specifications for automotive cable also 
vary, with, for example, enhanced high 
temperature performance needed for 
cables used in engine compartments 
and special cables required for ABS 
brake sensors. The amount of cable 
used per vehicle varies widely, with less 
cable being used in more basic car mod-
els, especially those sold in emerging 
markets, and more cable being used in 
more complex models that have many 
additional features requiring electrical 
controls. Introduction of electric / hybrid 
vehicles, though not yet a major market, 
will also increase cable content. In total, 
CRU estimates that approximately 0.9 
million tonnes of copper is used globally 
in vehicle wiring harnesses. At present 
virtually all auto cable uses copper con-
ductor, though some companies are 
developing auto cable with aluminium 
conductors. In addition to the cable 
contained in the wiring harness, insu-
lated wire is also used within vehicles in 
the form of magnet wire in motors and 
alternators. 

global perspective
As a result of the financial crisis, the 
weak state of some of the main players 
in the automotive industry has regularly 
been front-page news in recent months. 
According to analysis of the automotive 
industry by KPMG International, »the 
situation is grim, and the outlook is even 
grimmer.« Though there has been some 
short-term volatility, the global auto 
industry has been through a period of 
sustained growth over the last 10 years, 
but the fall in sales during 2008 has been 
quite severe.  Not only are the OEMs 
of the car industry suffering, but some 
of their key suppliers are in trouble, hit 
both by the fall in demand and shortage 
of finance. Sales of cars and other light 
vehicles have fallen in most markets, but 
especially in North America and West-
ern Europe. During the first half of 2008 
most markets for vehicles held up rea-
sonably well, but there has been a much 
more substantial decline in the second 

half of the year. This downturn in 2008 
has reversed the growth trend seen in 
most recent years. In 2007 global vehicle 
production, according to OICA statis-
tics, increased by 5.7% over 2006 to 
reach 73.1 million. In the OICA analysis 
General Motors held its place in 2007 as 
the world’s largest producer of vehicles: 
9.3 million in total, compared to Toyota 
with 8.5 million, but Toyota is the largest 
producers of cars.

emerging Markets  
Also slow down
In view of the problems in the mature 
markets of Western Europe and the US, 
global players in the auto industry have 
been able to look for better performance 
from their operations in faster grow-
ing emerging markets, such as China, 
India, Brazil and Russia. From 2006 to 
2007 vehicle production grew by more 
than 10% in several important emerging 
markets. In 2007 there was particularly 
high growth in China, with an increase in 
vehicle production by 22% to 8.9 million. 
Between 2003 and 2007 Chinese vehi-
cle production has doubled. Before the 
end of 2008 it has, however, become 
clear that even in these markets there 
are signs of a slowdown in demand 
growth. In these countries car-makers 
had planned to continue to ramp up pro-
duction, in an effort to keep pace with 
very strong growth in demand, but most 
such plans have been suspended as a 
result of the slowdown.

Inventory Overhang 
As a result of slowing demand, many 
car-makers, especially those in North 
America and Western Europe, had 
already built up substantial inventories 
by mid-2008, since production had 
not been scaled back too severely at 
that point. With the further step-down 
in demand that became apparent in 
the second half of 2008, the inventory 
problem has become more acute: car 
companies are simply not selling enough 
cars and in some cases are at risk of run-
ning out of cash. The global credit crisis 
means that it has become increasingly 
difficult for car-makers to raise additional 
finance in the normal way through bank 

loans, so some major car-makers have 
been lobbying governments for assist-
ance in the form of loans.

restricted Credit  
Affects distributors
Lack of credit is affecting not only the 
car manufacturers and their suppliers, 
but is also disrupting the car retail busi-
ness. In many markets cars have tra-
ditionally been sold on extended credit 
terms to encourage consumers to com-
mit to the purchase of a major item of 
expenditure. As a result of the global 
financial crisis, consumer demand is 
weaker because of lack of confidence, 
but even those consumers who might 
want to buy cars may not now be able 
to get credit for the purchase. Banks 
are scrutinising loan applications much 
more stringently, so only borrowers with 
a good credit history will be able to get 
loans. Those customers that have cash 
to make a purchase and do not need to 
take out a loan may choose not to buy 
a car now but prefer to wait, expecting 
that prices will fall further as car deal-
ers offer higher discounts in an effort to 
shift unsold inventory. In addition to the 
problems caused by tightness of credit 
among end-customers, car dealer busi-
nesses are themselves finding it more 
difficult to obtain finance.

plants suspend production
The main reaction to the downturn in the 
auto industry has been to reduce pro-
duction by temporarily laying off work-
ers, cutting back on overtime, extending 
holiday breaks and curtailing extra shifts. 
Some car-makers are fortunate in hav-
ing flexible working schemes in place, 
so that working hours can be reduced 
at slack periods. Eventually, however, it 
may become necessary for the car pro-
ducers to lay off part of the workforce 
permanently. Cut-backs in vehicle pro-
duction have been reported in virtually all 
countries, and several companies that 
had expansion plans for 2009 have put 
planned investments on hold.

us light vehicle sales plummet
According to analysis of US light vehi-
cle sales by Ward’s Automotive, com-
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paring the period January to Novem-
ber 2008 with January to November 
2007, the national total dropped from 
14.7 million to 12.3 million, a decline of 
16%. The largest light vehicle producer 
in the US is GM, which experienced a 
22% decline in sales for this period, but 
Chrysler’s sales dropped by even more 
(28%) and Ford’s sales were down by 
19%. The major Japanese and other 
foreign groups were not immune to the 
downturn, though in most cases they 
did not experience such large drops in 
sales as the Big Three US producers. 
Toyota has the highest level of sales in 
the US after GM, and its sales declined 
by 13% over this period from 2.4 mil-
lion to 2.1 million, while Honda’s sales 
dropped by a relatively modest 5%. 
The greatest effect of the downturn 
in the US has been on sales of light 
trucks, down by 23% from 7.7 million 
to 5.9 million in the year-to-date, as 
the impact of higher fuel prices made 
its mark. Sales of cars in the year-to-
date were also lower, down by 8.5% 
from 7.0 million to 6.4 million, but were 
less severely affected than were sales 
of light trucks. Sales of imported cars 
were least affected, down by 2.0% over 
the same period.

production Cut-backs in europe
In Europe sales of light vehicles were 
down by 5% in the period January to 
September 2008, compared to the 
same period in 2007. But sales were 
9% lower in September 2008 com-
pared to September 2007, so the situ-
ation has been deteriorating during the 
year. In October 2008 the slow down 
was even more marked. The decline in 
vehicle sales in the second half of 2008 
has been most obvious in the countries 
of Western Europe, especially in Spain, 
Ireland and the UK where the impact 
of the financial crisis has already had a 
major impact on property markets. The 
downturn in vehicle sales in France and 
Germany has been much less severe, 
though the auto industry in these coun-
tries has been affected by lower exports. 
As a result of the downturn, many car-
makers in Europe have scaled back their 
production operations. For example, 
VW in Europe has introduced extended 
breaks at some of its factories, includ-
ing Wolfsburg in Germany. GM has cut 
back production at most of its European 
plants and plans to discontinue the third 
shift at its Gliwice plant in Poland from 
the beginning of 2009. The major car-
producers in Spain have also introduced 

temporary production shutdowns to 
reduce inventories of unsold cars. As a 
result of this slowdown in Europe, some 
producers of auto harnesses have also 
made cut-backs. Dräxlmaier, for exam-
ple, has imposed periods of extended 
leave over December and January at its 
harness operations in Romania. 

Mini Cars up in Japan
In Japan the overall situation for the car 
industry in 2008 does not appear as bad 
as in North America, as sales in the Jap-
anese domestic market for January to 
November 2008 reported by the JAMA 
(Japanese Automobile Manufacturers’ 
Association) were down by only 3% on 
the equivalent period in 2007. However, 
even though the year-to-date compari-
son shows only a modest reduction, the 
situation in the Japanese market has 
become much worse more recently. In 
November 2008 total sales of new cars 
in Japan were down by 19% on Novem-
ber 2007. The main impact of weaker 
demand in Japan has been on sales of 
standard-sized cars, down by 32% in 
November 2008, and on sales of small 
cars (down 24%). Sales of very small cars 
(»mini cars«) were actually 3% higher in 
November 2008 than in November 2007. 
Daihatsu’s Japanese sales of mini-cars 
are up by 9% in the 2008 year-to-date, 
but producers of larger cars have made 
cutbacks. Toyota, for example, has cur-
tailed production of Lexus models. Sales 
into the domestic market account for 
only 40% of Japanese car production, 
so exports have been important in sus-
taining Japanese production in 2008. In 
the first 10 months of 2008 car exports 
from Japan have been strong, espe-
cially to markets in Asia and Europe, but 
exports to the North American market 
have weakened. 

korea: lower exports
The South Korean car industry is even 
more dependent than the Japanese 
industry on export markets, with around 
70% of production being exported in 
2008. In data reported by the KAMA 
(Korea’s equivalent of the JAMA) for 
the period January to October 2008 
there has been only a slight drop in 
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total vehicle production compared to 
the equivalent period in 2007. Though 
production in the third quarter of 2008 
was down compared to 2007, in Octo-
ber 2008, contrary to the trend in many 
other countries, Korean production of 
vehicles recovered. There has been a 

significant drop in Korean production of 
larger passenger vehicles (MPVs), while 
production of smaller cars (e.g. Kia’s 
Morning/Picanto subcompact model) 
has been growing. Korea is not immune 
to the global slowdown and in Novem-
ber 2008 the situation changed for the 

worse: in that month vehicle produc-
tion was 18% lower than in November 
2007. Hyundai has talked in terms of 
»an industry collapse« and car-makers 
are seeking tax reductions to stimulate 
domestic demand for cars.

India and China Also Affected
In other Asian countries there has also 
been a slowdown in vehicle production, 
but these emerging markets have not 
been as badly hit as the more mature 
markets of Western Europe and North 
America. The Indian car market has 
actually continued to grow during 2008, 
but the level of growth has been lower 
than car-makers had anticipated earlier 
in the year. In India inventories held by 
car dealers have increased, and Maruti 
Suzuki has reacted by offering higher 
discounts to customers. Even in China 
the boom in sales of cars halted in the 
second half of 2008. Chinese produc-
tion of vehicles peaked in March and 
April 2008, according to national statis-
tics. Even though there has been some 
decline since then, production in recent 
months is broadly similar to the average 
level of production in 2007.

brazil and Argentina
2008 has been a very strong year for 
the auto industry in Brazil. Data from 
ANFAVEA, the Brazilian association of 
vehicle manufacturers, show that light 
vehicle sales for January to October 2008 
were up by 23% on the equivalent period 
in 2007. The strong showing of the Brazil-
ian market has helped to support the per-
formance of global car companies such 
as GM, which have had big problems in 
other, weaker markets. However, even 
in the Brazilian market there were indi-
cations of a slowdown during the later 
months of 2008. Brazilian light vehicle 
sales were 3% lower in October 2008 
than in October 2007. The situation in 
Argentina is similar, as light vehicle pro-
duction was up by 16% in year-to-date 
terms compared to January to October 
2007, but there was a 4% drop in Octo-
ber 2008 compared to October 2007. As 
a result some vehicle plants in the region 
have begun to cut back production, for 
example GM at São Jose dos Campos.
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restructuring  
of the Auto Industry begins 
As a result of the growing crisis in the 
industry, some major car producers 
may have to dispose of some of their 
businesses or consider mergers. Ford 
has already cut its stake in Mazda and 
is considering the sale of Volvo, based 
in Sweden, in order to raise cash and 
strengthen the weakness of the group’s 
balance sheet. If, as seems likely, the 
current global crisis in the industry is pro-
longed, there is likely to be substantial 
restructuring. In the US industry analysts 
have suggested that mergers amongst 
the Big Three, e.g. between GM and 
Chrysler, may be necessary to produce 
a viable US car industry. Having already 
bailed out parts of the financial sector, 
the US government may not be keen 
to provide extensive financial support to 
the US car industry, but the alternative – 
closure of one or more of the Big Three, 
with a knock-on effect on suppliers of 
parts – may not be politically acceptable. 
Even a large-scale merger could imply 
widespread redundancies as rationali-
sation takes place. After several months 
of lobbying and political infighting, in 
December 2008 a proposal to extend 
US$14 billion government financial sup-
port in the form of loans to the US car 
industry failed to win the approval of the 
US Senate. President Bush has, how-
ever, suggested that financial assistance 
could be made available from the exist-
ing government bail-out fund, but it is 
not yet clear what conditions would be 
attached to such assistance.

distressed Automotive suppliers
Traditionally the car-makers have 
expected their suppliers to meet their 
requirements with ever higher levels of 
performance and with year-on-year cost 
reductions. Over the last few years sup-
pliers have been squeezed between cus-
tomer expectations of cost reductions 
and higher raw material price increases. 
Though cable-makers are most acutely 
aware of the impact of higher copper 
prices, there have been major rises in 
virtually all the raw materials used in 
building cars. Some car-makers have 
been particularly reluctant to accept any 

price increases from suppliers of parts, 
even when the impact of higher mate-
rial costs has been clear (and outside 
the control of the supplier). However, 
this pressure could not be sustained 

indefinitely, as there is a real risk that 
key suppliers may go out of business. 
In some cases car-makers have moved 
to single sources of parts in an effort to 
force prices down: as suppliers struggle 
to cope with the impact of the current 
crisis, car-makers are exposed to the 
risk of losing their only source of sup-
ply. One of the most obvious examples 
is the relationship between General 
Motors and Delphi. Though Delphi was 
separated from GM ten years ago, GM 
has not been isolated from Delphi’s 
problems. During 2008 GM has had to 
provide additional financial support to 
Delphi, which has been in Chapter 11 
bankruptcy protection since 2006, and 
attempts by Delphi to attract outside 
investors have so far been unsuccess-
ful. Less critical businesses supplying 
parts may be allowed to fail. In Europe, 

for example, the UK arm of Wagon Auto-
motive, a supplier of auto parts, went 
into administration in early December 
2008, as it was unable to raise addi-
tional finance from its bankers. 

VEHICLE 
HARNESS 
TRADE
Auto Harness Industry structure
Production of wiring harnesses is, 
despite automation of some elements 
of the process, labour-intensive. In the 
automotive industry car-makers do not 
themselves produce wiring harnesses: 
the cable purchaser is usually a special-
ist assembler of auto harnesses that 
supplies these items to the car-maker. 
In the commonly used industry terminol-
ogy the car-maker is the OEM, the har-
ness assembler is a Tier 1 supplier and 
the cable-maker is a Tier 2 supplier. The 
global harness industry is quite concen-
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trated: according to CRU’s estimates, 
the three largest players in the industry, 
Yazaki, Delphi and Sumitomo Wiring 
Systems, account for more than half of 
global production. The largest harness-
makers usually have their own in-house 

facilities for cable production, though 
some auto cables are bought from exter-
nal suppliers. As most harness produc-
tion is located in low cost countries, the 
trend in cross-border trade is a good 
indicator of industry activity.

China Harness exports
Chinese exports of vehicle harnesses 
(»wiring sets« classified under HS code 
8544.30) have held up in 2008, with no 
clear signs of deterioration in the later 
months of the year, though trade data 
for the last two months are not yet avail-
able. It would not be surprising if trade 
data for November and December do 
show some slowdown, as the main 
destination for Chinese exports of vehi-
cle harnesses is Japan, and November 
was by far the weakest month for Japa-
nese car production. One factor helping 
to support Chinese harness exports is 
the continuing trend towards sourcing 
auto harnesses from low cost assem-
bly operations in China, which will tend 
to mask any downturn in total harness 
demand.

us Harness Imports slow
As would be expected from the slow-
down in US vehicle production during 
2008, imports of vehicle harnesses into 
the US have slowed during the year. 
The latest month for which US trade 
data are currently available is Sep-
tember 2008, and it is likely that there 
will be a further reduction in harness 
imports in the fourth quarter of the year. 
The main exporting country affected by 
this reduction in US imports is Mexico, 
which supplies about 65% of the total. 
In value terms imports of harnesses 
from Mexico were 23% lower in Q3 
2008 than in Q3 2007. Imports into the 
US from ASEAN countries (mainly the 
Philippines) and from Central America 
(Nicaragua and Honduras) have also 
reduced, but have not been as strongly 
affected as imports from Mexico.

shift in european trade
In Europe there has been since May 2008 
a decline in harness exports from some 
countries in Central and Eastern Europe 
(Poland, the Czech Republic, Hungary 
and Slovakia), though exports from some 
other East European countries (Roma-
nia, Bulgaria and Ukraine) have not been 
so severely affected. Though the move 
was already underway, it appears that 
the growing crisis in the auto industry has 
given an additional incentive to harness-
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makers that are shifting their assembly 
work to lower cost locations. In Decem-
ber 2008 Leoni announced that it would 
be cutting the workforce at its Polish 
harness-making operations from 1,650 
employees to 400.

ELECTRICAL 
APPLIANCES 
AND 
ELECTRONIC 
PRODUCTS
domestic electrical Appliances
Wire and cable is used by OEMs in the 
production of domestic electrical appli-
ances, including fridges, freezers, wash-
ing machines, dishwashers, ovens, air 
conditioners, etc. (sometimes known as 
»white goods«). Of course, the type and 
amount of wire and cable used in an elec-
trical appliance varies widely according 
to the category of the appliance. Vacuum 
cleaners, for example, require winding 
wire for the motor and a long length of 
flexible power cord but have only a small 
amount of internal wiring. A washing 
machine, on the other hand, would use 

only a short length of flexible cable, but, 
in addition to winding wire contained in 
the electric motor, it would normally have 
a relatively complicated internal wiring 
harness. The size and complexity of the 
wiring harness in an electrical appliance 

is, of course, much lower than that con-
tained in a typical auto, but production 
volumes are higher. World production 
of 53 million cars plus 20 million com-
mercial vehicles compares to production 
of more than 400 million larger electri-
cal appliances classed as white goods. 
In addition there is production of many 
other smaller appliances, electrical tools 
and gardening equipment, all of which 
use some wire and cable. During 2008 in 
many markets around the world demand 
for electrical appliances has fallen in the 
wake of the financial crisis as consum-
ers decide to postpone purchases. 
Mature markets for electrical appliances 
in Western Europe and the US have 
been weak for some time, but demand 
is stronger in markets such as China and 
India, though slowdown in growth even 
in these markets is likely. 

billions of electronic Items
Wire and cable is also used by OEMS 
in electronic items, including TV sets 
and other audio/video equipment, PCs, 

games and peripheral electronic equip-
ment. The internal wiring in many elec-
tronic devices is often minimal. A desk-
top PC, for example, might use some 
flat cable and short lengths of wire to 
operate LEDs, but much of the internal 
interconnection is contained in printed 
circuit boards. However, cables are 
widely used for external connections: 
power cords and cables for keyboards, 
mice, external drives, speakers, print-
ers, screens, etc., and total produc-
tion volumes are high: 270 million PCs 
were produced globally in 2007. To take 
another example, the amount of cable 
needed for a mobile phone charger is 
small, but more than one billion mobile 
phones were produced globally last 
year, most of which would be sold with 
a charger. Much of this global produc-
tion of electronic items is located in 
China. According to the market analysts 
DECISION, the Chinese share of world 
electronic production more than dou-
bled from 11% in 2000 to 24% in 2006. 
In 2007 China had 35% of the world’s 
production of TV sets, 37% of mobile 
phone production, 43% of PC produc-
tion and 71% of DVD player production. 
In addition to wire and cable that is used 
in China’s own production of electronic 
goods, cable assemblies made in China 
are also supplied for some electronic 
items that are produced outside China.

united states
According to statistics issued by the US 
Association of Home Appliance Manu-
facturers (AHAM), domestic shipments 
of the major electrical appliances have 
dropped by 9% in the period January to 
October 2008, compared to the same 
period in 2007. Domestic shipments 
as defined by the AHAM include all 
shipments for the US market (whether 
produced in the US or imported), but 
not export shipments. This decline fol-
lowed another significant decline (6%) 
in US domestic shipments between 
2006 and 2007. For most types of 
appliance, shipments were at a peak 
in 2005. The sharpest declines in the 
2008 year-to-date totals have been in 
appliances such as electric ovens, dish-
washers and waste disposal units, items 
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that would be particularly affected by 
the slowdown in the US housing mar-
ket. Domestic shipments of washing 
machines, refrigerators and microwave 
ovens have also declined, but there has 
been a slight increase in shipments of 
freezers. Month-by-month comparisons 

of the AHAM data for 2008 suggest that 
the weakness in shipments was highest 
in August and September 2008, when 
consumer confidence was undermined 
by the turmoil in financial markets. As a 
result of the downturn in demand, there 
have been some major plant closures in 

North America. Whirlpool Corporation, 
for example, is closing production facili-
ties in the US and Mexico.

europe
In the Western European market there 
has been a declining trend in industry 
shipments of electrical appliances in 
year-on-year terms since Q3 2007. In 
Q3 2008 shipments were 5% lower than 
in Q3 2007. In the Eastern European 
market the trend in industry shipments 
has been positive in each quarter, but 
year-on-year growth was below 4% in 
both Q2 and Q3 2008. The trend in ship-
ments is likely to deteriorate further in 
Q4 2008, especially in Western Europe, 
but even the major players in appliance 
markets now find it difficult to assess 
the trends in the market. Electrolux in its 
interim report for Q3 2008 stated: »The 
increasing uncertainty in the overall glo-
bal economy makes it extremely difficult 
to predict the market development for 
appliances in Europe and North Amer-
ica. Therefore, we have decided not to 
present a market forecast for the remain-
ing part of the year.« The downturn has 
resulted in some production rationalisa-
tion in the European domestic appliance 
industry, though this has not been as 
extensive as in North America.

Chinese production  
of Appliances Falls back
Even in China there has been some 
decline in production of certain types of 
electrical appliance during 2008. In the 
data so far available, the decline seems 
most obvious in products destined for 
export markets, for example air condi-
tioners. In recent years China has grown 
to become the world’s largest producer 
of air conditioners as manufacture has 
shifted from higher cost locations in 
Europe, Japan and North America to 
China. Since mid-2008 production of 
a/c units in China has slumped, main-
ly reflecting the downturn in demand 
from export markets, though part of the 
decline could be due to seasonal effects, 
as the main sources of global demand 
are in the northern hemisphere. There 
has not been such an obvious decline in 
production of other electrical appliances 
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that are mainly destined to service the 
Chinese domestic market. Though there 
have been month-on-month variations 

in production of washing machines, 
for example, overall Chinese produc-
tion of washing machines in 2008 has 

been actually higher than in 2007. Like 
air conditioners, Chinese production of 
refrigerators and freezers has fallen back 
during the later months of 2008. 

No Major Impact  
on electronic goods yet
Though there has been some decline in 
Chinese production of electrical appli-
ances during 2008, there has not been 
any marked reduction of production of 
electronic items so far reported in Chi-
nese national statistics. For example, 
Chinese production of microcomputers 
reported has not followed the declining 
trend seen for some electrical applianc-
es during 2008. In fact, during the later 
months of 2008 production has contin-
ued to grow. Chinese production of TV 
sets has also grown during 2008, though 
there was a small drop in October. 

CONCLUSION
The global financial crisis has already had 
a major impact in some OEM markets, 
especially in the automotive sector. 
Markets for OEM products in the US 
and some countries in Western Europe 
have been most clearly affected, which 
is also reflected in lower demand for wire 
and cable in other parts of the world that 
export OEM products to these countries. 
During the last months of 2008 there 
was a marked deterioration in some 
OEM markets, and there are, as yet, no 
clear prospects for a turnaround in these 
adverse trends.

CHINA MONtHly prOduCtION OF eleCtrICAl 
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