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Summarized comments: 

 Passenger vehicles continue to remain the shining star in the automobile sector and all dealers are 
indicating reasonably good growth from August till festivals. No impact of price increases, discounts have 
come down. The upward trend of SUV and CNG continues. 

 Tractor sales are on average, dealers are optimistic, but uncertainty remains w.r.t. the 3rd wave, erratic 
monsoon and crop prices. So far, looking at the positives/negatives and a high base of last year, we expect 
FY22 to report a very small growth. And this will depend on some positivity in demand environment.  

 Two wheelers’ inquiries/sales remain low, which is hurt mainly due to 1) back-to-back price increase, 2) hit 
on low salaried class people, 3) muted demand from students/teachers’ community and 4) people are 
excited to ride e-2Ws.  

Demand is very good for premium motorcycle players, but, supply issues continued. The majority of dealers 
indicated positivity for the coming months, as we move towards festive season and expect YoY growth for 
Aug-Oct period.  

 Commercial vehicles demand negatively hit 360 degrees and fleet owners are concerned about 1) back-to-
back price increase, 2) rising diesel rates, 3) no increase in freight rates, 4) financiers continue to remain 
strict in lending, 5) seasonal monsoon hit demand further, 6) not ready to take the risk of additional EMIs 
due to the 3rd wave uncertainty.  

In our opinion, the economy needs to show 3-4 normal months without any hiccups to increase the market 
load or truck utilization levels. Post that only, some confidence will be back among fleet owners and 
financiers. MoM growth should continue and post monsoon, Infra/Construction/Mining activities should 
pick up and support growth. 

Overall, we recommend to allocate funds more towards Eicher Motors as 1) the demand/bookings for Royal 
Enfield remains pretty high, customers are excited for the upcoming launches especially for new Classic 350cc, 
and 2) its VECV business is getting ready for an upcycle. Hence, its dual businesses should perform better in the 
coming quarters. Valuation wise too the stock has corrected about 17% from its highs and we maintain a target 
price of Rs 2,965 per share on SOTP basis.  

We also suggest adding TVS Motor due to its clear phenomenal performance in margin improvement. The 
company is committed & confident to lead the EV tech development with multiple launches in the next 2 years 
and has been consistent in all angles. Its demand & margin are trending in the right direction. Our target price 
is Rs 675 per share. 

Seasonaly weak month - PV remain the shining star; CV worst hit 
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Passenger vehicles – shining star segment 

 Positive momentum continues with the expectation of substantial YoY growth due to base effect and 20-

25% MoM growth in July 2021. There is no impact of price increases on customers’ demand and discount is 

only coming down. 

 1st time buyers remain the majority purchaser and reasons for buying is due to pandemic, travelling & poor 

public transportation. Additional car purchase is happening for family members & the reason remains the 

same. 

 One more price revision is possible from 1st September as dual airbags are getting compulsory, but nothing 

to worry as these days customers are mostly buying cars with dual airbags installed. One airbag costs Rs 

7,500 approx. 

 The demand for CNG vehicles is high majorly due to rising fuel prices. WagonR, Alto, Ertiga, Aura, etc have 2

-4 months of waiting. Creta has 4-6 months of waiting, Thar 11-12 months. For other models, waiting period 

ranges from 1 week to 2 months. Trend towards SUV models continued. 

 Dealers are confident of strong retails during the festival period, but on the other side there could be a 

possibility of vehicle shortages due to semi-conductor issue and CNG constraints.  

 Other highlights:  

 Alcazar model’s 3rd row seats are compact and have less leg space, as per customers review. Rest 

everything is good.  

 overall supplies improved a little as compared to previous months. 
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Tractors – seasonally weak month – better YoY due to base effect 

 Retails are doing average, while it can report YoY growth in mid-high single digit, as last year there were 

supply constraints, but MoM retails would be lower by ~10% due to seasonality effect.  

 Farmers are concerned about:  

 rising tractor prices, as it increased twice in YTDFY22,  

 rising fuel price,  

 crop prices, which is so far stable, but uncertainty remains on farmer’s overall income as monsoons are 

not well distributed so far and there is a little delay in agricultural activities. 

 Some areas witnessed floods & some less than required monsoon, 

 Overall financial conditions of buyers are not that good post hit by the 2nd wave 

 Going forward, there is a possibility of some strictness from financiers, as the capability of farmers paying 

loans is decreased from 95% to 85% now. So far, no strictness in lending and farmers are getting the 

required disbursements. 

 Other highlights:  

 sales below 45HP tractors contributes significant chunk and the trend is likely to remain the same.  

 Sonalika, Tafe & Eicher usually plays the pricing game to get market share. Their tractor prices are 10% 

below its peers. 

 M&M, Swaraj, Escorts, John Deere, Kubota compete on quality.  

 no issues in getting inventory and dealers have about one month of stock with them. 

By looking at the on-ground situation and based on positives & negatives, in our opinion, the tractor industry 

to report a flattish trend in FY22e as compared to FY21. Further downside risk is 3rd wave and decrease in 

crop prices. 
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Two wheelers – slowdown continues; positivity ahead – strong EV inquiries 

 Monsoon months are seasonally weak for two-wheelers and July is generally the slowest one. In rural too, 

farmers wait for crop cutting, which generally starts in the last weeks of August.  

 Inquiries in July dropped to 50% of normal months (incl. premium motorcycles) and mostly need based 

buying is happening. YoY sales would be better due to base effect, while MoM retails in July will be flat to 

degrowth. 

 Possible reason for slow sales are:  

 back-to-back price increase – major reason,  

 muted demand from students/teachers’ community – used to contribute 15-25% of volumes,  

 low salaried class people remain the most vulnerable during pandemic times, 

 uncertainty w.r.t. to the 3rd wave and  

 WFH impact – major hit witnessed in metro cities. 

 Despite subdued demand, there is no major offers/discounts from OEMs. Dealers are giving discounts from 

their own pocket. Hero is giving cash discounts on scooters and exchange loyalty scheme. 

 50% of customer inquiries for e-vehicles and chances of its launch. Existing dealers are ready to install 

charging points or in fact ready to buy a separate place for it, if the company allows & provides the good 

deal/policy. Demand for e2Ws is good, people understand TCOs and rising fuel price is one of the major 

reasons. Charging infrastructure is the only concern. 

 TVS Motor dealers are better off as compared to its peers as there is a pickup noticed in urban/scooters, 

while conditions for Royal Enfield dealers are bad as supply issues worsened & waiting period for its popular 

models increased.  

 A few RE customers cancelled their bookings due to substantial increase in motorcycle prices in April & July 

2021. The delay in deliveries is from the company side and if in between motorcycle price increased, then 

customers will have to bear the burnt. Hence, some cancellations. 

 However, RE customers are excited for its upcoming new Classic 350cc motorcycle. Hence, expect a 

substantial increase in footfalls once any new model gets launched, which is possible in the next month. 

 Except RE, no other 2W dealer is facing any major supply issues and they have sufficient inventory of 25-45 

days range. The majority of dealers indicated positivity for the coming months, as we move towards festive 

season and expect YoY growth for Aug-Oct period.  

 Top selling models are Apache 160cc, Jupiter, Moped, Meteor, Himalayan, Classic, Bullet in rural, Platina, 

Pulsar 125cc, Super Splendor, HF Deluxe, Glamour, Passion, Destini, Pleasure, Maestro, Activa 110cc, Shine, 

Unicorn, among others. 
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Commercial vehicles – worst impacted segment – to witness MoM improvement 

 The demand is not good, but MoM it’s better on a low base. The sales are 50% lower than Q4FY21 average. 

Monsoon months are seasonally weak, where all infrastructure, construction and mining activities move 

slow. 

 Recent lockdown changed the situation completely as demand hit severely and fleet owners are unable to 

pay their EMIs. The sales for all sub-segments are less. 

 Market load/utilization rate is 60%, while 40% truckers are on standby. In our opinion, the economy needs 

consistent normalization at least for 3-4 months to absorb the standby trucks, then only the demand for 

new trucks and replacement orders will increase. A few months of normalization in the economic activities 

will bring also bring back the confidence among fleet owners and financiers. 

 Discounts continue to remain at elevated levels. Post recent price increase, the dealers compel to sell at 

older rates due to low demand.  

 As per our checks, Ashok Leyland’s discounts are comparatively higher than Tata Motors. Dealers given 

hints of one more price increase in this financial year. 

 Fleet owners are impacted from all angles: 

 rising diesel rates, 

 back-to-back vehicle price increase, 

 low to stable freight rates, 

 not taking the risk of additional loans due to uncertainty w.r.t. the 3rd wave, 

 Financiers are lending selectively with more clauses and low LTV. More checks in place, like clear CIBIL 

score, no past default, orders in hand, etc. Required loan is 90-95%, but financiers are ready to disburse 75-

80%.  

 We understand that on one hand vehicle & diesel prices are rising with no increase in freight rates, and on 

the other hand LTVs have come down. Hence, the operating metrics of fleet owners are getting disturbed. 

 Overall, the situation is bad, however dealers seeing light at the end of the tunnel, as retail inquiries starting 

showing some traction towards the end of July. 

 Other highlights:  

 VECV trucks are better in quality, but customers still prefer Tata Motors followed by Ashok Leyland (AL) 

due to a) higher vehicle prices of VECV, b) better resale value of Tata and AL vehicles, c) higher service 

centres & parts availability.  
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Disclaimer 

Analyst Certification:  

We /I, the above-mentioned, Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subscribed to this 

Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the subject issuer(s) or 

securities and distributed as per SEBI (Research Analysts) Regulations 2014. We also certify that no part of our compensation was, is, or will be 

directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is also confirmed that We/I, the above 

mentioned Research Analyst(s) of this Research Report have not received any compensation from the subject companies mentioned in the 

Research Report in the preceding twelve months and do not serve as an officer, director or employee of the subject companies mentioned in 

the Research Report. 

Terms & Conditions and Other Disclosures: 

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial Products. 

SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India (SEBI) with Registration Number – 

INH300001474.  

SMIFS and our associates might have investment banking and other business relationship with a significant percentage of companies covered by 

our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial 

interest in the securities or derivatives of any companies that the analysts cover.  

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any notice. The Research 

Report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, 

transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written 

consent of SMIFS Limited. While we would endeavor to update the information herein on a reasonable basis, SMIFS is under no obligation to 

update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent SMIFS from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with 

applicable regulations and/or policies of SMIFS, in circumstances where SMIFS might be acting in an advisory capacity to this company, or in 

certain other circumstances. 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification 

has been made nor is its accuracy or completeness guaranteed. This Research Report and information herein is solely for informational purpose 

and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial 

instruments. Securities as defined in clause (h) of section 2 of the Securities Contract Act, 1956, includes Financial Instruments, Currency and 

Commodity Derivatives. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at the 

same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report. Nothing in this Research Report 

constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your 

specific circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must 

make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may 

not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the 

investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or  any other reason. 

SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is 

not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before 

investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not 

predictions and may be subject to change without notice. The information given in this report is as of date of this report and there can be no 

assurance that future results or events will be consistent with this information. The information provided in this report remains, unless 

otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and intellectual Properties remains the property and 

copyright of SMIFS and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the 

SMIFS. 
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SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network 

(Internet) reasons or snags in the system, breakdown of the system or any other equipment, server breakdown, maintenance shutdown, 

breakdown of communication services or inability of SMIFS to present the data. In no event shall SMIFS be liable for any damages, including 

without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data 

presented by the SMIFS through this report. 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange Rates can be 

volatile and are subject to large fluctuations; (b) the value of currencies may be affected by numerous market factors, including world and 

notional economic, political and regulatory events, events in Equity & Debt Markets and changes in interest rates; and (c) Currencies may be 

subject to devaluation or government imposed Exchange Controls which could affect the value of the Currency. Investors in securities such as 

Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.  

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or beneficial ownership in 

various companies including the subject company/companies mentioned in this Research Report.  

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from time to may have 

long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in any other transaction involving such Securities 

and earn brokerage or other compensation or act as a market maker in the Financial Instruments of the Subject Company/ companies 

mentioned herein or act as  an Advisor or Lender/Borrower to such Companies or have other potential/material Conflict of Interest with 

respect to any recommendation and related information and opinions at the time of the publication of the Research Report. Or at the time of 

Public Appearance. SMIFS does not have proprietary trades but mat at a future date, may opt for the same with prior intimation to Clients/ 

Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore should be considered 

as interested. The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any particular 

Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent professional advice before investing. The 

information provided herein should not be construed as invitation or solicitation to do business with SMIFS.  

SMIFS or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company 

mentioned in the Research Report as of the last day of the month preceding the publication of the Research Report.  

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. 

Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any material conflict of interest at the time 

of publication of this Research Report or at the time of the Public Appearance, if any.  

SMIFS or its associates might have managed or co-managed public offering of securities for the subject company or might have been 

mandated by the subject company for any other assignment in the past twelve months. 

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report during the period 

preceding twelve months from the date of this Research Report for services in respect of managing or co-managing public offerings, 

corporate finance, investment banking, brokerage services or other advisory service in a merger or specific transaction from the subject 

company. 

SMIFS or its associates might have received any compensation for products or services other than investment banking or brokerage services 

from the subject companies mentioned in the Research Report in the past twelve months. 

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies 

mentioned in the Research Report or third party in connection with preparation of the Research Report.  

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.  

The Research Analysts might have served as an officer, director or employee of the subject company.  
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Neither the Research Analysts nor SMIFS have been engaged in market making activity for the companies mentioned in the Research 

Report. 

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in 

this Research Report.  

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, 

www.mcxindia.com and/or www.icex.com.  

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research 

Analysis activities in last 3 years.  

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located 

in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, 

regulation or which would subject SMIFS and affiliates to any registration or licensing requirement within such jurisdiction. The securities 

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this 

document may come are required to inform themselves of and to observe such restriction. 

Analyst holding in stock: NO  

Key to SMIFS Investment Rankings  

Strong Buy: Upside by >20%, Buy: Upside by >12 to 20%, Accumulate: Upside by >6% to 12%, Hold: Upside by >0% to 6%, Sell: 
Any Downside 
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