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Industry volumes recover post 

relaxation in lockdowns; forecast of 

normal monsoon and expectation of 

stable rural cash flows provide hope 

 

 

 

 
• Volumes recover in June post relaxation in lockdowns: With the sudden and severe onset of the second wave of the pandemic, the 

growth momentum of the industry has been impeded. The retail sales for the industry after declining on a sequential basis in April, 

plummeted in May, impacted by the closure of dealerships across locations. Despite lack of a nationwide stringent lockdown, the 

regional restrictions imposed in several states, thus impacted the industry volumes significantly. With lockdowns being relaxed across 

most regions in June, the industry’s wholesale and retail volumes reported a marked improvement on both a sequential and a YoY basis. 

• IMD predicts normal monsoons; precipitation has remained weak over past few weeks: The India Meteorological Department’s 

(IMD’s) second stage forecast has predicted the volume of rainfall in the upcoming South-west Monsoon season (June-September) at 

101% of the long period average (LPA), with an error range of +/-5%, indicating a normal monsoon. This follows from the above-average 

monsoon rainfall of 110% of LPA and 109% of LPA, respectively, in 2019 and 2020. The monsoons arrived over Kerala on June 3, with 

only a minor delay from initial expectations. After a healthy precipitation in June, the precipitation has remained weak over the past 

two weeks, leading to an overall deficit from LPA till date. A normal monsoon, if it materialises, is expected to aid in sustenance of 

healthy farm cash flows for the farming community and help in industry demand. 

• Industry volumes expected to be healthy in FY2022: Volumes grew by 26.9% in FY2021 and touched an all-time high of ~8.99 lakh unit 

sales in FY2021. Even as retail off-take in Q1 FY2022 stayed impacted by the second wave of the pandemic, dealers remain cautiously 

optimistic about healthy sales momentum in H1 FY2022, aided by an expectation of continuation of healthy farm cash flows. An 

enhanced spread of infections in rural areas as well as a high base effect would result in moderation in growth from the previous years 

(1-4% growth forecast for FY2022). 

• Tractor OEMs continue to maintain strong credit profiles: ICRA continues to maintain a Stable outlook for the industry with financial 

performance for most tractor OEMs expected to remain at healthy levels; credit profiles to remain strong driven by low debt, healthy 

cash and liquid investments, coupled with limited investment plans. 

 

OVERVIEW 



 

   



 

  


