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Festive and wedding season bring 

respite in Q1 FY2023; elevated input 

costs and supply chain disruptions 

offer a rough ride
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Highlights

ICRA expects modest 7-9% YoY growth 

in 2W volumes in FY2023 amid 

multiple headwinds 

Uneven monsoons, unabated price 

hikes and prolonged supply-chain 

disruptions pose downside risks to 

current estimates

2W OEMs expected to maintain strong 

credit profiles although margin 

pressures to persist in the near term

Domestic 2W industry contacted for a third consecutive year in FY2022 and was pushed back by a
decade, in terms of volumes sold. While the industry is expected to reap some benefits of a low base,
commodity pressure-induced ownership cost inflation on the demand side and component-shortages
on the supply side remain key monitorables in the near term.

ICRA expects a 7-9% YoY growth in industry volumes in FY2023 translating to 13-15% growth in
revenues. Despite ongoing concerns of hardened commodity costs exerting pressure on the margins,
the credit profiles of 2W OEMs are expected to remain healthy.

ICRA’s survey of 2W dealers indicates that while demand picked up in Q1 FY2023 due to festive and
wedding season and some shift from e2W, the same may not sustain these levels; impact of reduced
fuel prices is yet to reflect in demand while supply issues persist for both scooters and motorcycles.

Expectation of record high general inflation, commodity price-induced 2W price hikes and
expectation of increase in financing rates may keep discretionary spending constrained in the near
term. Timely onset, progress and even distribution of the monsoon will be crucial for rural cash flows
and demand sentiments.

Electric 2W sales suffered a setback in early FY2023 with multiple incidences of battery fires. In
addition, component shortages hit incumbent players, impacting production. Nonetheless, e2W
narrative remains favourable and entry of legacy OEMs may bring scale and quality assurance.

2W exports were the silver lining for the industry in FY2022, averaging at 26% higher than FY2020
levels. While inflationary pressures and local currency fluctuations could pose a challenge in FY2023,
demand is expected to remain healthy.
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