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Overview  
  

 

FY2016 witnessed highest model launch intensity with compact UV segment  flavour of the season 
Indian Passenger Vehicle (PV) industry has grown by 7.2% during FY2016, in line with ICRA’s expectation of 7%-8% growth 

during the year. The domestic PV sales has been supported by new model launches by incumbents as well as new entrants, 

discount push from OEMs and improved customer sentiments in the backdrop of recovery in the overall economy. The 

passenger car segment, which constitutes 73% of the domestic volume, grew by 7.9% followed by 6.3% in utility vehicles and 

3.6% in the van segment. ICRA believes that classification of sub-segments like executive car, mid-size cars or utility vehicle has 

blurred with price overlap within the new model segments. For e.g., the mid-size car segment is witnessing strong competition 

from premium compact as well as compact utility vehicle segments. Consequently, with the absence of new models in the mid-

size as well as the executive car segment, these  will witness volume pressure in the near term, whereas the premium compact 

car or the compact UV segment has emerged as the fastest growing segments. 

 

The domestic PV industry has witnessed one of the highest product launches in FY2016 with the compact UV (< 4.4 meter 

length) segment taking the pole position with five new model launches. In order to avail of the lower 12% excise duty applicable 

on sub 4mt vehicles, as compared to standard 24%+ excise duty, a new sub 4mt UV segment is created within the Compact UV 

segment. Lower excise duty helps OEMs price their products competitively. Pune-based Premier Limited was the first to 

capitalise the  sub 4mt UV with its ‘Rio’ offering, but Ford Ecosport was the first major sub-4meter model to gain meaningful 

market-share/volume in the segment. During FY2016, M&M Limited (M&M’s TUV/KUV) and Maruti Suzuki India Limited (MSIL’s 

Brezza) have also launched their sub 4 meter UVs, which will further spice up the competition in the segment. The new launches 

were not only limited to the sub 4mt space,  market leaders MSIL (S-Cross) and Hyundai (Creta) also launched their offerings in 

the Compact UV segment. While the utility vehicles grew by a modest 6.3% during FY2016, it was primarily driven by new model 

launches in the compact utility vehicle segment (UV1), which grew by 14.9% YoY as compared to 6.4% YoY decline in large UV 

(UV2+) segment over the same period. Going forward, the compact/super compact car and the compact utility vehicle segment 

is likely to remain the star-performing segment with the mini segment also expected to report incremental growth.  

 

Exports grew by 5.2% during FY2016, with Hyundai continuing to lead the pack with 162,221 units (-15.2% YoY), followed by 

MSIL at 123,850 units (+1.8% YoY) and Nissan at 116,612 (-7.3%). Hyundai and Nissan are shifting some of their European 

markets to nearby geographies, which explain their sluggish export growth. Nevertheless, the silver lining was strong export 

growth witnessed by Ford (110,840 units, +35.9%), Volkswagen (75,989 units, +16.9%) and General Motors (37, 082 units vis-à-

vis 2,154 units in FY2015). Considering subdued demand in the domestic market, GM, VW and the Ford have started using the 

Indian unit as the export hub for small cars and compact UVs globally. GM’s export volume primarily gained momentum during 

H2 FY2016 and full benefits will get reflected in the FY2017 export sales. With Ford’s new facility in Sanand as well as the 

proposed MSIL unit in Gujarat, PV exports, especially for compact and super compact cars and UVs is likely to witness healthy 

growth in the medium term. 
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Pecking orders remain same for top six players, but Renault could be the  new member in the club in FY2017 
Domestic PV growth over the last few years is primarily driven by strong performance of a few OEMs, especially MSIL (+11.5% 

YoY, FY2016), which alone accounted for 52% of the domestic passenger car market and 47% of the overall domestic PV volume. 

Aggressive model launches, continued dealership expansion, especially in the rural segment, widening customer reach (with 

products in premium segment under Nexa dealerships) and regular refreshing of existing product portfolio with new variants 

(AMT, Celerio diesel), supported its volume growth. Excluding MSIL, domestic PV sales grew by 3.8% during FY2016 as compared 

to -1.4% de-growth during FY2015. Hyundai (+15.1% YoY) and Renault (+65.3% YoY) were the other major gainers in FY2016 

with the launch of the Creta and the Kwid, in the ompact UV and the Mini segments, respectively. Both these models were well 

accepted by the customer and emerged as one of the best sellers in their respective segments. In fact, the Renault has emerged 

the fifth largest PV player in March 2016, supported by robust demand for the Renault Kwid.  

 

Pecking orders remained the same for the top six players in India with MSIL leading the market share with 46.8%, followed by 

Hyundai (17.4%), M&M (8.5%), Honda (6.9%), TML (5.4%) and Toyota (4.6%) during FY2016. However, considering the gradual 

but steady ramp up in Kwid’s production volume, amidst robust demand, Renault could be one of the major market share 

gainers in FY2017. Out of the 16 OEMs present in the country, the top six constitute about 90% of market share with top two 

constituting two-thirds of the industry’s domestic volume. Considering that 10 OEMs have a domestic volume of less than 5,000 

units per month, the domestic business volume for these players are sub-optimal as breakeven is expected at 55%-60% 

capacity. Hence, several OEMs like GM, Ford, Nissan and Volkswagen (VW) have developed India as their export hub for small 

cars. Today, the four OEMs export more cars out of India than they sell in the Indian market.   

 

Outlook 
In ICRA’s view, the Indian PV industry’s domestic volumes are expected to grow by 8.5%-9.5% in FY2017, supported by the 

return of the first-time buyers, replacement demand owing to the large base of FY2011/FY2012 and aggressive new model 

launches in the Compact car and the UV segment. The benefits of successful model launches during H2-FY2016 will also get 

reflected in FY2017. While there are some concerns related to 2%-4% additional infrastructure cess on demand momentum in 

the near term, the macroeconomic indicators like the expected pickup in the economy, favourable monsoon as well as benefits 

of the 7
th

 Pay Commission, will support overall growth in the domestic PV sector. The industry’s profitability metrics are unlikely 

to improve in the near term, despite improved prospects of sales volume growth in view of (a) need for expenses towards new 

product development, (b) increase in employee expenses, (c) likely sustenance of discounts-led sales push resulting from 

restricted pricing power in the wake of intense competition (d) commodity price volatility and (e) currency headwinds. Over the 

medium term duration, ICRA expects the PV industry to revert to a volume CAGR of 9-10% (domestic + exports). The market 

share in the domestic PV segment is expected to remain concentrated over the medium term, with top five players constituting 

over 80% of the overall market. This implies that profitability pressures on the relatively low volume players may be even 

higher, resulting in sustained dependence on external financing to fund losses and capital expenditure requirements. 

Nevertheless, players having low volume in the domestic market can leverage on labour arbitrage present in the Indian market 

and develop Indian facilities as an export hub for their small car requirement globally. 
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