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The finding that average pack prices for electric vehicles (EVs) and battery energy storage systems (BESS)

have increased globally in real terms to US$151/kWh confirms the consequences of what the industry has

been confronted with in recent months. It follows years of consistent declines of close to 10% every 12

months.

Widely reported challenges have come from global battery supply chain constraints causing material and

component cost rises, logistics issues caused by COVID-19 and soaring inflation.

It comes just two years after the research group reported finding pack prices at sub-US$100/kWh benchmarks

and made a prediction that averaged costs would fall to US$101/kWh by 2023.

In fact, from 2010 to 2021, average costs fell by 89%, to US$137/kWh across the EV and stationary battery

storage markets worldwide. Last year, the drop was just 6%, to US$131/kWh.

The firm again revised that prediction, and said it now expected cost declines to start to be observed again

from 2024, reaching that sub-hundred-dollar mark by 2026.

BNEF noted today that, in EVs at least, cells now comprise a much higher portion of total cost than before.

Traditionally, a 70:30 split has been observed between cell and pack costs but the dynamic has been shifting

gradually and in 2021 was about 74:26. Cells now represent close to 83% of the average EV battery pack cost,

with cell costs particularly sensitive to material and component cost volatility.

"Raw material and component price increases have been the biggest contributors to the higher cell prices

observed in 2022," Evelina Stoikou, the lead author of the report and an energy storage associate at BNEF,

said.

As with last year''s edition, the cheapest packs were found in China, at just US$127/kWh, unsurprising given

BloombergNEF&#8217;s consistent ranking of China first among all countries involved in the lithium battery

supply chain. Meanwhile packs in the US cost about 24% more and in Europe about 33% more on average.

Over the past few years, lithium iron phosphate (LFP) has emerged as a popular alternative to nickel

manganese cobalt (NMC), for shorter range EVs and for BESS applications. Reasons include a higher

tolerance of physical abuse and rises in temperature, but also key to its selection is its historically lower cost

than NMC, as well as its decoupling from supply chains that can be problematic such as for cobalt.

However, as noted in recent months, LFP has a higher portion of lithium carbonate as a raw material input

than NMC, and costs of lithium carbonate have risen significantly, impacting the cost of LFP cells
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disproportionately highly.

That said, wider adoption of the lower cost cathode chemistry helped arrest slightly the increase in weighted

average prices, according to BNEF. At the same time, LFP, which continued to cost less than NMC, on

average about 20% less, still saw its cell costs go up 27% from 2021 figures.

For next year, average pack prices will remain "slightly elevated" at US$152/kWh. The good news is that the

rising demand for lithium batteries has signalled to investors that it''s worth taking a bet on supporting raw

materials extraction and processing facilities, as well as factories to produce finished products. The only

problem is that it will take some time for those new upstream resources to come online. 
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