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The automobile OEMs continued to report weak volumes in February 2020. The 
volumes declined YoY basis due to economic backdrop, disrupted supply chain and BS 
VI vehicles price hikes. The inventories maintained at 3-4 weeks at dealer levels. On 
sequential basis also volumes declined on account of outbreak of COVID-19 in China 
impacting production volumes due to sourcing of BS-VI components. Most of the 
OEMs have shifted to BS VI vehicles. However the demand scenario has not improved 
and we expect situation to remain sluggish going ahead. PV and CV segment has 
declined by 11% & 35% YoY respectively. Moreover, 2W and 3W segment has also 
declined by 14% & 22% YoY respectively. However, the tractor segment saw robust 
growth of 19%YoY.

Commercial Vehicle Industry: 
The commercial vehicle industry saw a decline in sales volumes by 35% YoY in 
February 2020 impacted by the outbreak of COVID-19 in China, obstructed the supply 
chain and continued slowdown in demand sentiment. Commercial vehicle volumes 
declined by 21% MoM. ASHOKLEY, M&M, TATAMOTORS and VECV volumes declined 
by 37%, 25%, 35% and 29% respectively.

Passenger Vehicle Industry:
The passenger vehicle industry reported decline in sales volumes by 11% YoY in 
February 2020. On MoM basis, volumes declined by 7%. The prices were raised of all 
passenger vehicles as a result of the replacement of BS-IV stocks with new BS-VI 
models to comply with the new emission norms. MARUTI, M&M and TATAMOTORS 
reported a decline of 1%, 58% and 31% YoY respectively.

2Ws and 3Ws:
The 2W segment had declined by 14% YoY in February 2020. On MoM basis the 
segment reported de-growth of 1% led by demand pick up. BAJAJ-AUTO, 
HEROMOTOCO & TVSMOTOR reported decline of 5%, 19% and 17% YoY respectively 
yet, EICHERMOT grew 1% YoY. 3W reported de-growth of 22% YoY. BAJAJ-AUTO 
reported a decline of 31% YoY however, TVSMOTOR reported robust growth of 26% 
YoY.

Tractors:
Tractor segment reported strong growth of 19% YoY in February 2020 on account of 
low base and healthy monsoon. On MoM, the segment grew by 7%. M&M and 
ESCORTS both reported sales growth of 19% YoY. Going forward, the increase in rural 
and agri spending on core schemes by the Government should augur well for the 
industry.

Top Picks:
We continue to like BAJAJ-AUTO and ESCORTS from our coverage universe.
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ASHOKLEY overall sales in February 2020 de-grew by 37% YoY to 11475 units. The overall M&HCV sales de-grew by 45% YoY 

to 7368 units. The company will continue to produce BS-IV vehicles till March 2020 and will introduce BS-VI vehicles in April 

2020. The demand condition will remain muted in 1HFY21 due to BS-VI transition while 2HFY21 may see sharp uptick in growth. 

However introduction of new scrappage policy may trigger some growth in 1HFY21. The overall dispatch activity will be lower in 

March as well. MHCV trucks sales declined by 58% YoY to 4894 units due to slowdown in automobile industry. However, MHCV 

buses grew robustly by 41%YoY to 2474 units led by falling off of London manufacturers. LCV volumes de-grew by 17% YoY to 

4107 units. The management expects to improve market share in LCVs going forward. The company also expects to see more 

traction in the exports market led by various buses orders received by the company.
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BAJAJ-AUTO overall sales de-grew by 10% YoY to 354913 units in February 2020 led by continued slowdown in the automobile 

industry. The domestic 2Ws sales de-grew by 21% YoY. However, the 2Ws exports sales increased by 15% YoY led by good 

growth across key international markets of Africa, Bangladesh and Philippines. Domestic 3Ws sales de-grew by 38% YoY while 

3Ws export declined by 24% YoY. The company has started exporting 3000-4000 3-wheelers to Egypt from January. 1QFY21 is 

expected to remain weak for domestic business on account of economic backdrop and BS-VI vehicles price increase. 

Coronavirus supply disruption impact is less than 5% on the company’s supply chain. The company took price increase in range 

of 6-10% across various BS-VI products. The company will move all its products to BS-VI by middle of the February 2020. The 

company has started exporting 3000-4000 3-wheelers to Egypt from January.

EICHERMOT Royal Enfield posted a volume growth of 1% YoY to 63536 units in February 2020. Models with capacity up to 

350cc remained flat YoY while models with capacity above 350cc have grown by 11% YoY led by good demand for the Inceptor 

and Continental GT across domestic market. Exports volumes also de-grew by 8% YoY led by seasonality impact and there is no 

volatility in Europe, America & other export market. The Coronavirus outbreak had minimal impact on the production of 

motorcycles during the month of February. Some of the company’s supply partners have dependencies on the manufacturers in 

China for sourcing of certain specific components.VECV volumes de-grew by 29% YoY during the month. The Eicher trucks and 

buses domestic volumes de-grew by 27% YoY while export volumes declined by 39% YoY. Volvo truck sales have also declined 

by 8% YoY. The company has moved a large part of its product portfolio to BS VI and is seeing a good response to the BS VI 

motorcycles. The production of BS VI motorcycles is ramping up as BS VI supply chain is gradually stabilizing.

ESCORTS have reported an increase in volumes by 19% YoY to 8601 in February 2020 on account of good monsoon, improved 

exports and low base. The domestic tractor volumes grew by 16% YoY to 8049 units while the exports volumes grew robustly by 

71.4% YoY to 552 units. The agri sector will continue to drive growth whereas infrastructure sector may take some time to 

recover. The management expects 4% YoY growth in 4QFY20 and positive growth momentum in FY21 while full recovery is 

expected in FY22.
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HEROMOTOCO overall volumes declined by 19% YoY in February 2020 to 498242 units. The scooter and motorcycles segment 

de-grew by 68% and 14% YoY respectively. Overall domestic volumes de-grew by 20% YoY to 480196 units however; overall 

exports reported growth of 9% YoY to 18046 units. The company is now manufacturing only BS-VI vehicles and stopped the 

production of all BS-IV two-wheelers in the month of February. The ongoing COVID-19 issue had adversely impacted production 

at the company's manufacturing facilities in the month. Though, the component makers in China have restarted production and 

are also expected to resume normal supplies soon. The company commenced the dispatches of five new BS-VI products 

including some of its key products like the Splendor+, Super Splendor, Glamour & Passion Pro motorcycles and Maestro Edge 

125 & Destini 125 scooters. It also showcased the new Xtreme 160R under its premium segment.
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M&M overall volumes declined by 42% YoY in February 2020 to 32476 units impacted by current challenges faced in supply of 

auto parts from China. Going into March, management anticipate the challenge on parts-supply to continue for another few 

weeks, before it get back to normalcy. The domestic volumes de-grew by 42% YoY to 30637 units. The company’s dealer 

inventory is under 10 days only. The PV segment has declined by 58% to 10938 units. CV segment de-grew by 25% YoY to 

15856 units. 3W segment also de-grew by 32% YoY. Exports de-grew by 40%. However, the farm equipment segment posted 

increase in sales by 19% YoY led by increase in the domestic tractor volumes by 21% YoY. The tractor demand trend is expected 

to strengthen on the back of a robust Rabi output and the prevailing crop prices. Going forward, the increase in rural and agri 

spending on core schemes by the Government should augur well for the industry.

MARUTI overall sales have declined by 1.1% YoY to 147110 units in February 2020. The mini segment grew by 11% YoY 

however, mid-size and compact segment de-grew by 18% and 4% respectively.The utility segment grew by 4% YoY however, 

vans de-grew by 23%. The LCV super carry volumes declined drastically by 80% YoY to 448 units. Exports grew by 7.1% to 

10261 units. According to management, it hasn’t seen impact on supplies & production due to COVID-19 till now. The company 

expects SUV industry’s sales growth to be better at 4-6% and overall industry growth of 3-5%, going ahead. The company sales 

from rural area increased to 38% in current year from 36% last year. In Feb 2020, the company launched the S-CNG variant of 

the BS6 compliant New Wagon R. 

TATAMOTORS overall sales in February 2020 have declined by 32% YoY to 40634 units. Domestic PV and CV segment 
witnessed a sales de-growth of 31% and 35% YoY respectively. The M&HCV segment saw a decline of 46% YoY while I&LCV 
segment posted a decline of 33% YoY. The SCV & pick up and passenger carriers also declined by 30% and 21% respectively. 
Retail in February was ahead of wholesale by 37%, helping bring down stocks even further to an all-time low. Retail in M&HCV 
grew by 23% over last month with fleet buyers stepping up purchases. Total exports have also declined by 10% YoY. In Domestic 
- Commercial Vehicles, the company is on track for the BS VI migration, with BSIV stocks being consumed as per plan and BSVI 
production initiated. The supply disruptions from the COVID-19 outbreak in China may have some impact on the BS VI 
transition. However,in domestic – passenger vehicles, the outbreak of COVID-19 in China and a recent fire incident at one of its 
strategic vendors affected the vehicle production and wholesale volume.  BS IV vehicle stock is well below the targeted level, it is 
well placed for the BS IV - BS VI transition.
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TVSMOTOR has posted the overall decline in volume growth by 15% YoY to 253261 units in February 2020. Overall two-

wheeler segment has registered a decline in sales by 17% YoY. The scooter and motorcycles segment de-grew by 30% and 3% 

YoY respectively. Domestic two-wheeler volumes de-grew by 27% YoY led by subdued demand while export two wheeler 

volumes have grown by 23% YoY. Overall three wheelers segment have also shown a volume growth of 26% YoY. Domestic 

three-wheeler segment de-grew by 42% YoY while export three-wheeler volumes grew by 33% YoY. Monsoon though delayed 

has been normal, and reservoirs are having good water level this should lead to better rabi and kharif crop during 2020 and relief 

measures announced through budget should stimulate growth. The company have changed to BS VI in January and stopped BS 

IV production. Customer’s feedbacks are very positive for its BS VI vehicles. The management expects exports market to be 

strong based on stability in oil prices and currency exchange rates.
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