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The demand for passenger vehicles is more resilient, compared with that of two-wheelers as
PVs are used by high-income groups, which are relatively less affected by the ongoing
pandemic

Passenger vehicle dispatches improved by 119% in June.

New Delhi: India’s passenger vehicle manufacturers are likely to witness a faster
turnaround in sales compared to two-wheeler makers, credit rating agency Care
Ratings said in a note.

“The demand for passenger vehicles (PVs) is much more resilient, compared with
two–wheelers as PVs are used by high income groups, which are relatively less
affected in the ongoing pandemic. Two-wheelers demand suffers due to its high
dependency on the rural segment," Care Ratings said.
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If compared on a year-on-year basis, wholesale of two-wheeler grew by just 4% to
10,55,777 units in June even though it was an unusual month last year when most
automakers restarted production after a prolonged nationwide lockdown. On the
other hand, passenger vehicle dispatches improved by 119%.

A comparison with June 2020 (an abnormal month for the automobile industry), also
shows healthy growth across all segments, except three-wheelers. However, a
comparison with June 2019 shows that the demand has still not reached pre-covid
levels for two-, three-wheelers and commercial vehicles, noted analysts of Care
Ratings.

Kenichi Ayukawa, president of the Society of Indian Automobile Manufacturers
(SIAM), said auto companies are not able to estimate the demand for vehicles in the
coming months due to a significant increase in commodity prices, shortage of
semiconductor supply, and fear of the third wave of Covid infections.

“With a total of 32 fuel price hikes in Q1-FY22 (16 each in May and June) by Oil
Marketing Companies (OMCs), the consumer sentiments which were already low,
further weakened and delayed their decision to purchase a vehicle. During this
quarter, cumulative wholesales for all segments was lower than previous quarter, but
higher by a large margin than Q1-FY21. When compared with Q1-FY19, only tractors
performed well, which shows that tractors demand has remained unaffected in this
pandemic," the analysts added.

The second wave of covid-19 has nearly ended in India, which brings some joy to the
automobile industry. But the fear of a third covid-19 wave creates uncertainties for a
full recovery in FY22. Since the future of this industry is closely linked to the opening
of the economy and the movement of people, the pace of vaccination drive will be
paramount in future, the rating firm noted.
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