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Highlights @ ICRA

= |CRA’s channel checks suggests that enquiries are improving, indicating the industry is expected
to witness handsome growth in the coming quarters as construction activities are expected to
witness substantial ramp-up in run-up to elections in 2024.

= MCE volumes are expected to grow by 10-12% YoY in FY2023; however, on calendar year basis,
the growth rate is expected to be sub-5% for CY2022 because of exceptionally strong Q1 CY2021.
For FY2024, the volumes are expected to grow by almost 5%.

The outlook for the industry remains
stable, supported by expectations of
pre-election demand pick-up and
elevated enquiries level at dealers.
Softening of commodity inflation to
support OEM margins in the medium
term.

= While the rentals (Rs. per hour) have improved on a YoY basis, the rental yield continues to
remain subdued, given the high cost of ownership and increase in equipment and fuel cost,
thereby impacting cash flows of CE operator. ICRA’s channel check suggests equipment utilisation
levels remaining in the range of 65-80%.

= In the backdrop of 15-20% increase in new equipment prices, there is also improvement in
demand of used equipment and service and spares income for the OEMs, as users tend to invest
in used assets instead of buying new machinery.

= Profitability of OEMs was at multi-year lows during FY2022. However, with softening of the
commodity inflation in the recent past, the margins are expected to sequentially improve in
FY2023e, but will remain below pre-Covid levels. Given sizeable imports, recent rupee
depreciation will partly offset the operating leverage benefit.

= Overall delinquency in the sector remains stable and lower than previous year. Private banks play
a crucial role, especially after a key NBFC has moved out of business. The door-to-door tenure has
increased to around 5 years compared to around 3 years earlier, considering the increase in the
equipment cost.

Note: MCE volumes have been captured on a calendar year basis, while performance of majority MCE players have been captured on a financial year basis.
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.
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