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 Auto sales to surpass pre-pandemic levels in FY23  

Executive Summary 

After facing the pandemic-led slowdown in FY21, the automobile sector began to 

recover in FY22. Although the sector continues to face a semiconductor chip shortage, 

automobile segments such as Passenger Vehicles (PVs) and Commercial Vehicles 

(CVs) witnessed growth in sales in FY22. In FY21, automobile sales figures were 

impacted not only by the pandemic, but also by the economic slowdown, revised axle 

norms and deferred buying due to the implementation of the Bharat Stage Emission 

Standards in FY20.  

In FY22, while the Two-Wheeler (TW) segment declined 11%, PVs and CVs grew y-o-

y by 26% and 13%, respectively. Going forward, Brickwork Ratings (BWR) expects the 

growth momentum to continue for PVs and CVs at a rate of 12-14% and 16-18%, 

respectively, in FY23, largely supported by the deferred sales from FY22. With the 

revival of the economy, rising requirements for public transportation and logistics would 

help boost CV sales. Additionally, PV sales would be supported by customers’ shifting 

preference towards Utility Vehicle (UV) and Electric Vehicle (EV) models. The increase 

in the number of trips and vacations following the relaxation in travel restrictions, and 

customers’ changing preference towards personal mobility post-pandemic have led to 

an increase in demand for higher-end models. TWs remained the only automobile 

segment to witness subdued demand due to the rise in ownership and commodity costs 

in FY22. In addition, rising inflation rates further dampened consumers’ disposable 

income, which led to a decrease in demand for PVs’ entry-level models and TWs. Yet, 

mainly due to a lower base, BWR expects TW sales to grow by 6-8% in FY23.  

In line with the domestic market, the overall exports also increased by 36% y-o-y in 

FY22 on account of the subsiding pandemic effect and rising demand from ASEAN, 

African and Latin American countries. BWR expects the exports to further increase at 

14-16% y-o-y in FY23, supported by continued growth in demand from ASEAN, African 

and Latin American countries, but the looming global recessionary threat could act as 

a dampener. Although domestic sales and exports increased in FY22, profitability of 

the players remained stressed due to high input costs. Although the prices of raw 

materials such as plastic, rubber and aluminium still remain elevated in FY23, the 

reducing steel (which accounts for ~50%-55% of the raw material cost) price could 

improve the EBITDA margins of automobile players up to a certain level in FY23. 

Hence, BWR expects a decrease in the steel price with the recent export duty hikes 

and rising demand for automobiles to support the EBITDA margins to reach 15-17% in 

FY23.  

Contact 
 

Rajee R 

Chief Ratings Officer 
 

Chintan Lakhani 

Director – Ratings 

 

Tanu Sharma 

Director – Ratings 

 

Anita Shetty  

Sr Research Analyst 

 

Diya Roy 

Jr Research Analyst 

 

Investor & Media Contact 

91 95133 99706 

1-860-425-2742 

investordesk@brickworkratings.com 

media@brickworkratings.com   

 
 
 
 

mailto:investordesk@brickworkratings.com
mailto:media@brickworkratings.com


 
 

 

    
 www.brickworkratings.com 

July 2022 
3  

PV sales to increase in FY23, backed by rising demand for UVs and 

EVs 
Even before the pandemic hit, the automobile industry had been under stress in terms 

of a fall in sales, including in the PV segment. However, with the opening up of the 

economy during FY22, PV sales grew by 13% (y-o-y) owing to pent-up demand, as 

well as a higher offtake during the festive season. Despite the semiconductor shortage, 

the UV and EV segments’ market share strengthened, backed by the launch of various 

models and changing preference towards personal mobility. In recent times, the 

preference for personal mobility has increased not only for day-to-day movement, but 

also for long road trips and vacations, which has encouraged customers to purchase 

more spacious vehicles. Rising concerns over the increase in air pollution and global 

warming have helped EV models gain a market share of 1-1.5% in FY22. However, 

entry-level PV models have continued to suffer from rising ownership costs following 

the hike in the interest on car loans and fuel costs, which discouraged lower-income-

level buyers to invest in PVs.  
 

Trend in Sale of Passenger Vehicles (in units) 

Note: P - Projected 

Source: SIAM, CMIE, BWR Research 
 

While the overall demand for PVs increased in FY22, PV manufacturers continued to 

face supply constraints, thereby creating a gap between demand and supply. With EVs 

gaining market share, the deferred sales figure has also risen as EVs require more 

semiconductor chips than Internal Combustion Engine (ICE) models. Although OEMs 

have been constantly focusing on solving problems, the semiconductor chip shortage 

has continued to negatively impact the industry in FY23. Amid the expectation of some 

gradual easing in the semiconductor chips supply, BWR estimates PV sales to go up 

by 12-14% in FY23, supported by deferred sales from the previous year. In addition, 

the scrappage policy could also be an influencing factor in increasing the sales. At 
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present, of the total number of registered vehicles, around 34% are PVs older than 20 

years, 22% are light motor vehicles older than 15 years and the percentage of CVs 

older than 15 years without a valid fitness certificate is approximately 11%. Therefore, 

with the implementation of the scrappage policy, the sales figure is expected to 

increase.  
 

CV sales to see faster recovery with increase in logistic 

requirements and public transportations  

After two years of consecutive y-o-y falls in FY20 (-29%) and FY21 (-21%) due to the 

economic slowdown, amendments in the axle norms and the pandemic, the CVs saw 

a robust increase in demand by 26% in FY22, backed by the revival of economic 

activities, healthy demand from sectors such as logistics and e-commerce and a lower 

base. However, the sales number is yet to reach its pre-pandemic level as CV 

manufacturers are also facing semiconductor shortages, resulting in insufficient supply 

to meet demand. Since FY21, due to the geopolitical tension with China, coupled with 

the sudden rise in demand, not only India, even other countries faced severe 

semiconductor supply shortages. In FY23, the whole automobile industry still continues 

to face supply-chain constraints. Although Indian companies have already started to 

invest in the development and manufacturing of semiconductor chips, the gap in 

demand and supply still continues to be enormous. In addition, the ongoing Russia-

Ukraine war, which started towards end-FY22, has worsened the situation as Russia 

is one of the exporters of palladium, and Ukraine, of neon and helium, which are the 

key requirements for manufacturing semiconductor chips. Eventually, this has been 

hampering the production of CVs, thereby delaying sales.  
 

 

Trend in Sale of Commercial Vehicles (in units) 

 

Note: P - Projected 

Source: SIAM, CMIE, BWR Research 
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While supply-chain constraints may still continue, demand for CVs would been 

increasing with the revival of real estate, infrastructure and manufacturing activities, 

which have led to an increase in logistics activities. In addition, the opening of 

companies, schools and colleges has led to increased requirements for public 

transportation. In addition, on account of delayed sales from FY22, changing emission 

norms and the implementation of the scrappage policy, BWR expects CV sales to 

witness an uptick of 16-18% in FY23.  
 

Healthy growth expected in TW sales in FY23 owing to low base  

The TW segment dominates the automobile industry with a market share of 80%. 

During the previous years, the automobile industry as a whole was adversely impacted 

by the economic slowdown, NBFC crisis, BS-VI norms in FY20 and then the pandemic 

in FY21. The situation was no different for the TW segment in FY22. While CV and PV 

sales improved in FY22, demand for the TW segment continued to witness negative 

growth due to higher ownership and maintenance costs.  

 

Trend in Sale of Two and Three Wheelers (in units) 

 

Note: P - Projected 

Source: SIAM, CMIE, BWR Research 
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plans of issuing standard operating procedures to certify and regulate the quality of the 

battery would help revive customer trust. Hence, BWR expects demand for the TW 

segment to witness healthy growth in FY23, backed by rising demand for electric TWs, 

and demand for the ICE model of TWs is also expected to increase at a rate of 6-8%, 

backed by the lower base and customers continuing to prefer ICE models due to 

inadequate EV infrastructure in the major parts of the country. 
 

Exports to further increase in FY23, albeit at a lower rate due to 

higher base  

In FY22, the Indian automobile exports increased y-o-y at a strong rate of 36% after 

witnessing a y-o-y fall of 13% in FY21. TWs, which faced affordability challenges in the 

domestic market, performed well in the international market. The TW segment accounts 

for 85-88% of the total automobile export and witnessed y-o-y growth of 34% in FY22, 

backed by rising demand from key export destinations such as Mexico, ASEAN and 

African countries.  

Trend in Automobile Industry Exports (in units) 

 

Note: P - Projected 

Source: SIAM, CMIE, BWR Research 
 

BWR expects TW players to continue expanding the international market share in 
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export market performed better in comparison with the domestic market as there was 

minimal impact of the chip shortage in the export models. BWR expects automobile 
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Profitability to remain under pressure, with rising inflation rate 

leading to increase in input costs 

The profitability of the automobile sector has been range-bound over the years due to 

an uneven variation in price hikes and input costs. In FY22, with improved sentiments, 

apart from TWs, sales across all the segments recovered, but the margins still 

remained under pressure. Considering increasing input costs, automobile entities 

refrained from hiking vehicle prices to protect volumes. However, in FY23, BWR 

expects the EBITDA margins of the automobile players to improve to 15-17%, backed 

by the improved demand and supply scenario. With the ongoing supply-chain 

constraints such as the semiconductor shortage and rising demand, automobile players 

have hiked the prices of their vehicles, which would in turn improve their revenue 

generation. The improvement in margins would still be limited due to the rise in input 

costs, apart from steel prices, given that the prices of other raw materials such as 

aluminium, rubber and plastic would continue to remain elevated in FY23. Other factors 

impacting profitability would be an increase in fuel prices and interest rate hikes, which 

will continue to increase the overall cost of ownership.  
 

Trend in EBITDA Margins 

 

Note: P – Projected, Margin is calculated based on aggregated financials of Top 7 players having 

presence across the segments. 

Source: Company Reports, BWR Research 
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