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Volume growth in auto sector set to be moderate in FY24
Buoyancy visible in the premium segments of 2Ws and PVs

8th Aug, 2023

e PV Segment
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¢ The aggregate domestic PV volumes of the top 13 players exceeded 3.5 lakh
units which is the highest volume recorded so far in FY24 and since Sep-22.

¢ While the growth YoY was moderate at 3.3% in July'23 vs July'22, it has been
fairly strong on a sequential basis at 7.2% MoM.

e With regards to retail sales, FADA (Federation of Automobile Dealers
Association) reported a moderate growth of 4.0% YoY, similar to that in the last
month (4.8%).

¢ The buoyant demand for compact SUVs and MUVs supported the volume
growth in PVs; new models from OEMs also made a significant contribution.

e “The PV demand continues to show a positive growth trajectory led by an
increasing trend of replacement of existing entry level vehicles and sedans with
SUV and MPVs by the urban consumers. The improvement in the supply chain
and better availability of semi-conductors have also led to higher despatches
for certain models. With the approach of the festival season, PV volumes are
likely to remain healthy in the near term.”

- Suman Chowdhury, Chief Economist & Head - Research, Acuité Ratings &
Research Lid.
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e 2W Segment

2W July'23 Sales; YoY
5,00,000

4,00,000
3,00,000
2,00,000
1,00,000
- - |

Domestic  Exports Total Domestic  Exports Total
(D+E)

Jul-22 Jul-23

m Hero Bajaj Royal Enfield ®mTVS Honda

e The fotal sales of top five 2W players in India reported a decline in volumes by
11.3% YoY in July’'23 compared against July’22. On a sequential basis, the total
sales witnessed decline by 3.6% MoM as compared against Jun'23.

o The domestic sales withessed a decline of 9.7% YoY during July'23 vs. July'22
and on a sequential basis, the domestic sales witnessed decline of 5.8% MoM
during the month as compared against Jun'23. The decline in despatch
volumes may be partly due to inventory realignment at the dealer level.

e Retail sales have seen a better performance with a growth of 8.1% YoY in Jul-
23 (Source: FADA) During Q1FY24, the cumulative domestic volumes witnessed
growth of 11.7% YoY.

e The export demand from the international market confinue to remain
impacted reflected by decline in export volume by 17.5% YoY in July’'23 vis-a-
vis July'22. However, on a sequential basis, the export witnessed positive growth
of 7.2% MoM respectively during the month compared against June'22.

e ‘“Higher cost of ownership, increase in interest rates and inconsistency in rural
demand continue to have an impact on the domestic 2W market.
Manufacturers are focussing on premium models as there is an increased
demand for higher-end bikes from urban areas. The share of EVs is growing
gradually but the share is still modest at around 10% of the total sales. While the
overall demand from the internatfional market remains weak compared o a
year ago, the sequential rise raises the likelihood of improved global demand
going forward.”

- Suman Chowdhury, Chief Economist & Head - Research, Acuité Ratings &
Research Ltd.
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e CV Segment:

CV July'23 Sales: YoY; MoM
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¢ The domestic sales of the top four players in the CV industry witnessed marginall
growth of 1.6% YoY in July'23 compared against July'22.

¢ However, on a sequential basis, the domestic sales witnessed decline of 4.2%
MoM in July’23 vis-a-vis June’23, largely on account of the seasonal factor
associated with the monsoon season.

e Apart from Ashok Leyland, all the other three CV manufacturers witnessed a
decline YoY in their wholesale numbers during the month.

¢ However, FADA hasreported a 2.0% YoY growth in retail CV volumes during the
month of July-23.

e “The start of FY24 has not really behind inspiring for the CV industry with a
volume drop of 1.2% on an annualized basis for the top four players. However,
the second half of the year typically shapes the performance of the sector. The
infrastructure development and construction activities remain a key focus area
for the government of India which is expected to continue driving the demand
of CVsin the country. The increase in usage of public transport and importantly,
the increased usage of battery operated buses are also expected to support
the passenger CV segment going forward".

- Suman Chowdhury, Chief Economist & Head - Research, Acuité Ratings &
Research Lid.
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About Acuité Ratings & Research Limited:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered
with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings
under BASEL-Il norms in the year 2012. Since then, it has assigned more than 9,600
credit ratings to various securities, debt instruments and bank facilities of entities
spread across the country and across a wide cross section of industries. It has its
Registered and Head Office in Kanjurmarg, Mumbai.
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Disclaimer: This release is sent to you for the sole purpose of dissemination through
your newspaper / magazine / media / website / agency. The release may be used
by you in full or in part without changing the meaning or context thereof but with due
credit to Acuité. However, only Acuité has the sole right of distribution of its releases
through any media. Acuité has taken due care and caution for writing this release.
Information has been obtained by Acuité from sources which it considers reliable.
However, Acuité does not guarantee the accuracy, adequacy or completeness of
information on which this release is based. Acuité is not responsible for any errors or
omissions or for the results obtained from the use of this release. Acuité has no liability
whatsoever to the users / distributors of this release.



mailto:suman.chowdhury@acuite.in
mailto:prosenjit.ghosh@acuite.in

