Europe faces imminent EV production halt amid China’s rare earth export restrictions
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In the midst of escalating trade tensions between China and the United States, a severe supply chain crisis threatens to disrupt Europe's electric vehicle industry dramatically. Current projections indicate that Europe is running perilously low on rare earth elements essential for the production of electric vehicles (EVs), with supplies expected to dwindle in approximately five to six weeks. This alarming forecast has been underscored by a report from the consulting firm Berylls in conjunction with AlixPartners, which notes that key materials—particularly neodymium, crucial for the permanent magnets used in electric motors—are running out at a critical rate. The firm warns that without the resumption of regular supplies, some assembly lines could be halted by mid-June.
China has long held a dominant position in the rare earth market, controlling around 90% of global extraction and virtually 100% of processing capabilities. Recent export restrictions imposed by the Chinese government, reportedly in retaliation against U.S. trade policies, have further tightened its already firm grip on this indispensable supply chain. As of April 2025, these regulations require suppliers to obtain special permits to export several vital rare earths, including neodymium. The ramifications extend beyond immediate production concerns; they pose fundamental challenges to broader industries reliant on these critical materials. According to Supply Chain World magazine, the implications are particularly dire for Europe, whose manufacturing networks are tightly interwoven with Chinese supply chains.
The situation is exacerbated by the prevalence of just-in-time logistics in the automotive sector, where even minor disruptions can halt entire production lines. Unlike the semiconductor shortage that significantly impacted manufacturing recently, the current crisis revolves around lesser-known yet equally vital minerals. Analysts from Berylls emphasise that there is "no viable short-term alternative" to these Chinese-sourced materials, spotlighting the continent's precarious dependency on a single source for essential inputs.
Compounding the problem, discussions within European governments have so far yielded little actionable response. While some emergency measures are being floated—such as tapping strategic reserves or easing avenues for imports from countries like Japan—there has yet to be a significant announcement as of late May. This hesitancy echoes the EU's previous inaction last December when China similarly restricted exports of gallium, germanium, and antimony, illustrating a troubling pattern of delayed response in the face of emerging supply chain threats.
The geopolitical landscape further complicates matters. According to a report by the International Energy Agency (IEA), the global supply of critical minerals is increasingly concentrated, with China refining 19 of the 20 strategic minerals, commanding around 75% of the processing capacity. The IEA corroborates that this concentration creates significant risks for energy and economic security, especially for nations politically distanced from China. Such vulnerabilities in supply chains not only threaten the immediate operational capacity of firms but also have long-term implications for the development of clean technologies vital to a decarbonised economy.
The emergence of licensing regulations appears to be a strategic manoeuvre by China, utilising its dominance in rare earths for geopolitical leverage amid ongoing tensions with the West. Despite some approvals of export licenses, the sluggish processing system exacerbates the uncertainty, leaving major companies like Tesla, Ford, and Volkswagen grappling with delays that may soon stymie their production capabilities.
As European manufacturers confront the spectre of an unfavourable supply chain landscape, the urgent need for diversification and proactive planning has never been clearer. Prompt action is essential to mitigate the risk of becoming overly reliant on a potentially volatile source amid geopolitical uncertainties. The repercussions of failing to address this crisis extend beyond the automotive industry, potentially threatening broader aspirations for sustainable technologies that hinge on rare earth elements.
With global competition for these critical resources intensifying, the stakes have risen significantly. Strategies to reassess, diversify, and secure supply chains are not merely advisable but necessary to withstand a trade war that Europe did not initiate, leaving many industries vulnerable to external pressures they cannot control.
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