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Moderate 3-6% volume growth expected across various automotive segments in 2026-
27:ICRA

Rating agency ICRA expects the Indian automotive Industry to witness a normalisation of wholesale volume growth
in 2026-27 following a period of elevated growth in the second half of 2025-26, which was driven largely by post-
GST reform-led factors and favourable rural demand sentiments. Key emerging trends in the sector like
premiumisation and transition in powertrain mix reflect a structural shift in consumer preferences and technology
adoption.

The domestic Passenger vehicle (PV) volumes are estimated to grow by 4-6% YoY in 2026-27, supported by
sustained demand momentum while the domestic two-wheeler (2W) industry is likely to expand by 3-5%, with
growth moderating on an improved base. Commercial vehicle (CV) volumes will continue to remain driven by
economic activities and healthy prospects for bus segment, leading to an overall growth of 4-6% YoY in 2026-27.

Commenting on the industry outlook, Srikumar Krishnamurthy, Senior Vice President & Co-Group Head -
Corporate Ratings, ICRA, said: “The current fiscal has unfolded as a tale of two halves for the Indian automotive
industry, with the first half witnessing subdued demand while the second half is seeing a strong recovery on the
back of policy support and healthy rural demand. Industry sales volumes have been robust over the past few months,
aided by the GST rate cut, pent-up demand, supportive rural output, and conducive financing environment. Although
demand sentiment remains optimistic, volumes are reaching levels that would weigh on the potential for outsized
growth in 2026-27."

Domestic wholesale volumes in the passenger vehicle (PV) segment are expected to grow by 5-7% in 2025-26,
supported by improved affordability following GST rate cuts, healthy replacement demand and sustained
preference for personal mobility. Utility vehicles continue to outperform, aided by changing consumer preferences
and multiple new model launches. The share of alternative powertrains (CNG, hybrids and electric vehicles or EVs)
has been rising steadily, reflecting both regulatory push and evolving customer preferences. While demand
fundamentals remain supportive, growth in wholesale PV volumes is expected to moderate to 4-6% in 2026-27,
given the higher base and relatively elevated system-level inventory.

The two-wheeler (2W) industry continues its gradual recovery with estimated growth of 6-9% in 2025-26, aided by
healthy agricultural output, better financing availability and improved affordability. The growth is, however,
expected to normalise to 3-5% in 2026-27. Premiumisation has been playing out in the 2W industry as well, with
entry-level motorcycle demand remaining under pressure, reflecting higher vehicle prices and affordability
constraints at the lower end of the consumer pyramid. In contrast, premium motorcycles and scooters have seen
a sharp recovery. Electric 2W penetration is expected to steadily increase even as supply-side challenges, such as
rare earth magnet availability, remain monitorable.

Wholesale volumes in the commercial vehicle (CV) segment are expected to expand by 7-9% in 2025-26, led by the
uptick in demand in the light commercial vehicle (LCV) and bus segments. Regulatory interventions over the past
decade, including successive emission norm upgrades and safety mandates, have resulted in a consistent increase
in vehicle prices, impacting affordability. While replacement demand, infrastructure activity and steady economic
conditions remain supportive, regulation-led price hikes can constrain higher growth in the near term, particularly
for trucks. Wholesale volume in the CV segment is estimated to grow by 4-6% in 2026-27, within which Medium
and Heavy commercial vehicles (M&HCV) and light commercial vehicles (LCV) are seen growing 5-7% and 3-5%
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respectively. Bus volumes are likely to remain relatively better with 7-9% growth, aided by healthy replacement
demand from State Road Transport Undertakings.

EV penetration across segments is projected to increase meaningfully by FY2030, led by strong adoption of electric
2Ws, three-wheelers and buses, while penetration in electric passenger cars and LCVs is also expected to rise
steadily from a low base. Continued policy support, improving charging infrastructure and declining total cost of
ownership are expected to underpin this transition.

“The Indian automotive industry is currently at crossroads amid changing consumer preferences, technological
advancements and focus on sustainability. ICRA expects the growth trajectory to continue in 2026-27 even as
growth is likely to remain modest across segments. Over the medium term, vehicle electrification is expected to be
a key structural theme, with EV penetration rising steadily across segments”, Krishnamurthy added.

Click here to read our previous releases.

For further information, please contact:

Media Contacts:

Naznin Prodhani Ashwani Kumar Singh

Vice President, Head - Group Corporate Communications & | Deputy Manager - Media & Communications
Media Relations ICRA Limited

ICRA Limited Tel: + 91 - 9560842447

Tel: + (91 124) 4545300,

Dir - 4545860 Email: communications@icraindia.com
Email: communications@icraindia.com

© Copyright, 2026 ICRA Limited. All Rights Reserved.

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 presented 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.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press Release may
be used by you in full or in part without changing the meaning or context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the
sole right of distribution of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services companies as an independent and
professional investment Information and Credit Rating Agency. Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA).
ICRA is a Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating
Agency Moody’s Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.

fHOR Min

LAk A e Sensitivity Label : Internal



https://www.icra.in/Media/MediaRelease
mailto:communications@icraindia.com
mailto:communications@icraindia.com
https://www.linkedin.com/company/icralimited
https://twitter.com/ICRALimited
https://www.instagram.com/icra_digital/
https://www.facebook.com/ICRAIndiaLimited

