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For most of the last five years, the story of the American car market was supposed to be simple: gas cars fade out,

electric vehicles take over, and hybrids sit somewhere in between as a temporary bridge technology. That is not what

happened in 2026. Hybrid sales are surging while pure electric vehicle sales have stalled, and the gap between the two is

now wide enough that automakers are openly rewriting their product roadmaps around it.

Here is what the numbers actually show, why the shift happened faster than almost anyone predicted, and what it says

about where the market is really heading.

The Numbers Behind the Shift

Start with the headline figures. In July 2026, hybrid vehicles captured 15.9% of new vehicle retail sales, up 2.5

percentage points from a year earlier, according to JD Power and GlobalData. EV share, by contrast, sat at 7.0%, down

3.3 percentage points from July 2025. That is not a small gap. Hybrids are now outselling EVs by more than two to one

on a percentage basis, a reversal from just a couple of years ago when EVs were widely expected to be the

faster-growing category by now.

Kelley Blue Book data tells a similar story from a slightly different angle. Americans bought 2.2% fewer new vehicles

overall in the first half of 2026, yet hybrid sales rose about 9% over the same period. New EV sales, meanwhile, fell

27% year over year in the first quarter before stabilizing somewhat in the second quarter, with EV share holding at

roughly 5.8% of total new vehicle volume, well below the record 10.6% share hit in the third quarter of 2025, when

buyers rushed to beat the expiration of the federal tax credit.

Metric Hybrid Electric Vehicle (BEV)

Retail share, July 2026 15.9% 7.0%

Year-over-year change +2.5 pts -3.3 pts

H1 2026 sales trend +9% -27% (Q1), stabilizing in Q2

Peak share reached Still climbing 10.6% (Q3 2025)

Hybrid sales are not just growing faster than EV sales right now. In percentage point terms, hybrids have captured

more than double the market share of pure EVs, a gap that has widened every quarter since the federal EV tax

credit expired.

What Triggered the Reversal

The single biggest catalyst is easy to identify: the expiration of the federal $7,500 EV tax credit on September 30, 2025.

That credit had been propping up EV demand for years, and its removal hit immediately. Analysts had forecast a
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potential drop of up to 43% in EV deliveries in the month following expiration, and the actual decline, while somewhat

less severe, was still steep enough to force a full industry reset.

But the tax credit is only part of the explanation. Rising gas prices tied to Middle East conflict volatility have pushed

more buyers toward fuel efficiency, and hybrids deliver that efficiency without asking drivers to change how they live.

There is no charging infrastructure to plan around, no range anxiety on a road trip, and no dependency on a home

charger or a reliable public network. A McKinsey study found that 46% of current EV owners in the U.S. said they were

likely to switch back to a gas-powered vehicle for their next purchase, most often citing charging infrastructure gaps as

the reason.

Automakers have also changed the menu. Some of the best-selling nameplates in the country, including the Toyota

RAV4 and Camry and the redesigned Jeep Cherokee, are now available exclusively as hybrids for the 2026 model year.

When a top-selling model stops offering a traditional gas-only trim and only comes as a hybrid, hybrid sales volume

rises almost automatically, regardless of any conscious shift in consumer preference.

The Financial Fallout for EV-Focused Automakers

The shift has not been gentle on the automakers who bet heaviest on an EV-only future. Ford recorded a $19.5 billion

write-down tied to its EV business and discontinued the all-electric F-150 Lightning entirely, a striking reversal for a

vehicle that was once positioned as a flagship of the company's electrification strategy. General Motors paused

development on its next-generation electric trucks and SUVs following a $6 billion write-down of its own. Across the

industry, EV-related write-downs and investment cuts since 2025 now exceed $60 billion combined.

Toyota is the clearest counterexample, and it is worth understanding why. The company never fully committed to an

EV-only roadmap, choosing instead to keep hybrids, plug-in hybrids, and gas models in its lineup alongside a smaller

EV push. That multi-powertrain approach looked cautious, even outdated, during the years when EV sales were

climbing fast. In 2026, it looks like the more accurate read on where consumer demand actually was. Toyota commands

roughly 43% of all hybrid sales in the U.S. market, with Honda a distant second at about 16%.

The companies that hedged their bets with a multi-powertrain lineup are outperforming the ones that committed

hardest to an EV-only future. That is not a coincidence. It reflects how much consumer behavior actually lagged

the aggressive timelines automakers set for themselves.

Is This a Permanent Shift or a Temporary Detour?

Industry forecasters are largely converging on the same read: this is a recalibration, not an abandonment, of the

long-term move toward electrification. Hybrid sales are projected to account for roughly 34% of all passenger vehicle

sales by 2034, a meaningful upward revision from earlier projections. That is a bet that hybrids are becoming the

mainstream default rather than a stopgap, at least for the next decade.

EVs have not disappeared from the picture. Used EV sales actually surged in 2026 even as new EV sales fell, up close

to 30% year over year in some quarters, with prices on used EVs now within roughly $1,300 of comparable gas

vehicles. That suggests real demand still exists for electric vehicles, just increasingly on the used market rather than at

full retail price without a federal incentive attached. Tesla still holds roughly 45% of the new EV market, though that is
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down from 49% two years ago, with Toyota and Subaru emerging as surprising growth stories, each roughly doubling

their EV volume year over year even as the broader EV market cooled.

The next real signal to watch is how cheaper EV models planned for late 2026 and 2027 perform once they hit the

market. If affordability was the primary barrier holding back EV adoption, as many analysts believe, those models will

show whether hybrids' current lead is a lasting structural shift or a temporary detour while automakers work out a more

affordable EV lineup.

What This Means Looking Ahead

The broader lesson of 2026 is less about any single technology winning and more about how quickly a market narrative

can decouple from what buyers are actually doing. For years, hybrids were treated as a placeholder, a transitional

technology automakers would phase out once EVs matured. Instead, hybrids have become the primary growth engine of

vehicle electrification in the U.S., while pure EVs work through an affordability and infrastructure reset that will likely

take several more years to resolve.

For now, the practical reality is straightforward. Automakers that built flexibility into their lineups are weathering this

shift far better than those that bet everything on one technology. And American car buyers, when given a real choice,

have been signaling clearly what they actually want: the efficiency gains of electrification without the compromises that

still come with going fully electric.

Need a Certified Vehicle Appraisal?

Whether you drive a hybrid, an EV, or a traditional gas vehicle, Appraisal Engine provides certified,
defensible valuations based on real market data nationwide.

Get Your Free Quote Read the Full Article Online

Frequently Asked Questions

Are hybrids actually outselling EVs now, or just growing faster?

Both. Hybrid retail share reached 15.9% in July 2026 compared to 7.0% for EVs, more than double. Hybrid sales also

grew roughly 9% in the first half of 2026 while new EV sales fell 27% in the first quarter before stabilizing, so the gap

has been widening rather than narrowing.
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https://appraisalengine.com/appraiser-blog/hybrid-vs-electric-vehicle-sales-2026


Appraisal Engine appraisalengine.com

appraisalengine.com Page 4

Why did EV sales drop so sharply?

The primary driver was the expiration of the federal $7,500 EV tax credit on September 30, 2025. That credit had been

a major purchase incentive, and once it disappeared, EV transaction prices effectively rose overnight for many buyers,

cooling demand significantly.

Which automakers are being hit hardest by the shift?

Companies that committed most heavily to an EV-only strategy have faced the largest financial impact. Ford took a

$19.5 billion write-down and discontinued the electric F-150 Lightning, while General Motors paused development on

next-generation electric trucks and SUVs after a $6 billion write-down of its own.

Does this mean EVs are failing as a technology?

Not necessarily. Used EV sales have actually surged even as new EV sales fell, suggesting real demand still exists at the

right price point. The current shift looks more like a market correction around affordability and charging infrastructure

than a rejection of electric vehicles altogether.

Will hybrids keep gaining ground, or is this temporary?

Most industry forecasts see this as a longer-term recalibration rather than a short-term blip. Hybrid sales are projected to

reach roughly 34% of passenger vehicle sales by 2034. The performance of new, more affordable EV models launching

in late 2026 and 2027 will be the clearest signal of whether that trajectory holds or shifts again.


