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Professional Risk Opinion

Retail sales of automobiles in October 2020 marginally grew by 5.1% Table 1: Retail sales of automobiles (in units) |
sequentially, while on a YoY basis was lower by 23.9%. Among all
segments, tractor was the only segment of automobiles which clocked Category October 2020 m

positive YoY growth in retail sales in all months of FY21 (except April [ 1\vo-wheeler 10.41.682

and May —due to various lockdowns). Retail sales of all other segments Three-wheeler 22381
are still much lower than the previous year levels. Commercial vehicle 44 480
Passenger vehicle 2,49,860
Comparison on a sequential basis indicates that two-wheeler sales [ y.5ctor 55146
were nearly at same levels, while commercial vehicles were better by
Total 14,13,549

12.3% and passenger vehicle sales rose 27.7%. However, tractor retail

sales dropped by 19.6%, as the seasonal purchase ended. Source: FADA, CARE Ratings

In the ongoing festive season, OEMs have launched new models and rolled out various discount schemes to boost consumer demand.
While the entry level motorcycles witnessed a lean demand, passenger vehicle sales suffered due to shortage of supply. Rise in
transportation of local goods aided by E-commerce sector, among others, boosted sales of light commercial vehicles, while medium and
heavy commercial vehicles segment continues to be in vain due to low freight movement and slower than normal mining activity and low
infrastructural activity.

According to a recent survey held by FADA, the average inventory for passenger vehicles ranges from 35 — 40 days, while for two-wheeler
ranges from 50 — 55 days. While these are about normal to marginally high, the OEMs need to keep a check on the inventory levels for
upcoming months, if not clearing of stock by dealers after the festive and wedding season ends shall be challenging.

Concluding remarks and outlook

The festive season demand for automobiles this year shall be distributed between October and November, while the wedding season
demand shall gain pace November onwards and last for 3 months. Hence, retail sales are expected to be high up to January 2021, post
which a dent in automobiles demand is likely.
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