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Synopsis

Indian Two-Wheeler Industry: Rural India to be in the driver’s seat

The Indian two-wheeler industry has come long way since its humble beginning in 1948 when Bajaj Auto
started importing and selling Vespa Scooters in India. Since then, the customer preferences have changed
in favour of motorcycles and gearless scooterettes that score higher on technology, fuel economy and
aesthetic appeal, at the expense of metal-bodied geared scooters and mopeds. These changes in customer
preferences have had an impact on fortunes of the players. The erstwhile leaders have either perished or

have significantly lost market share, whereas new leaders have emerged.

Rising income levels, reducing excise duties, higher loan tenure and loan-to-value offered by the financing
companies have all fuelled the growth of two-wheeler sales in the country. Besides, mounting traffic chaos
and limited parking space has also increased the demand for two-wheelers from households that can
afford or actually do own a car. Furthermore, with increasing women working population, changing social
philosophy and broad-mindedness, the penetration of two-wheelers that is currently at abysmally low level

is expected to increase significantly going forward.

CARE Research has developed a statistical model that attempts to forecast the domestic two wheeler sales
on the basis of ownership cost and the target population that includes young populace that can afford but
do not own a two wheeler. Other qualitative factors like macro-economic outlook, consumer confidence,
willingness of vehicle financers to finance TWs, etc. have also been quantitatively built in demand

forecasting model.

CARE Research foresees the growth of two-wheeler sales to be healthy during the period FY09-14, albeit
with some short-term hiccups. According to CARE Research, rural India would drive the growth, whereas

the opportunity in urban India, especially bigger cities, is limited.
Abundant and low cost labour coupled with local availability of raw materials like steel, aluminium and

natural rubber has placed India amongst the low cost producing centres of two-wheelers. Consequently,

CARE Research anticipates buoyant growth in two-wheeler exports as well.

June 2009 é&?ﬁ Research

AN CAIN L[ (AN CAIN 4[N AN AN LA VN AT A AN CAIN (AN [N LA CAN AT (AN (R (AN o A AN LA A AT LA AN AN LAl L[ (Al L[ (Al



AN AN L4(8 LI CalN L[N Al AN LA oIl CATN LA CalN AT LA AN LAl LA AN LAl L AN LAl (AN Lol Cal) LA LI Al LA CalN AN Lol LIl LA L[) Ll Caf

o & @'{) gQPO @“@ @, i & @}b WO @ﬁ*@ Indian Two-wheeler Industry

All Rights Reserved. No part of this report may be reproduced or transmitted in any form without prior

written permission from CARE

DISCLAIMER

This report is prepared by CARE Research, a division of Credit Analysis & REsearch
Limited [CARE]. CARE Research has taken utmost cate to ensure accuracy and objectivity
while developing this report based on information available in public domain. However,
neither the accuracy nor completeness of information contained in this report is
guaranteed. CARE Research operates independently of ratings division and this report does
not contain any confidential information obtained by ratings division, which they may have
obtained in the regular course of operations. The opinion expressed in this report cannot
be compared to the rating assigned to the company within this industry by the ratings
division. The opinion expressed is also not a recommendation to buy, sell or hold an
instrument. CARE Research is not responsible for any errors or omissions in
analysis/inferences/views or for results obtained from the use of information contained in
this report and especially states that CARE (including all divisions) has no financial liability
whatsoever to the user of this product. This report is for the information of the intended
recipients only and no part of this report may be published or reproduced in any form or

manner without prior written permission of CARE Research.

Published by Credit Analysis & REsearch Ltd. 4th Floor Godrej Coliseum, Off Eastern Express
Highway, Somaiya Hospital Road, Sion East, Mumbai — 400 022. Tel:+91- 22-6754 3456 Fax:+91-
22-6754 3457
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