THE COMPASS

Silver lining for two-wheelers, investors should be cautious

DEVANGSHU DATTA

Theauto industry seesthe festive
season ascritical and thisyear, it
seems two-wheelers and tractors
willlead the way.

Atthewholesale level, two-
wheelers have seen double-digit
growthinanticipation ofthe
festive season. Thisis despite an
apparently weak start. However,
Bajaj Auto, TVS Motor, Hero
MotoCorp, and Royal Enfield
wholesales have all exceeded
expectationsasoriginal
equipment manufacturers
(OEMs)anticipate a pickupin
October2024.

Thetwo-wheeler numbers
will need to be monitored closely
since low momentum would
trigger downgrades for stocks
that have moved up in anticip-
ation of outperformance.

Also, dispatcheswould crash
ifexpectations are not met since

there hasbeenabiginventory
buildupin anticipation.
Wholesale dispatches for
Bajaj, TVS, Hero MotoCorp, and
Royal Enfield grew 22 per cent, 22
per cent, 19 per centand 11 per
centyear-on-year (Y-0-Y), respec-
tively to 400,500, 471,8000,
637,000 and 87,000 units.
Exportdispatches for Bajaj
and TVS grew 13 per centand
11 per cent Y-0-Y, respectively due
toarebound in Africa. Hero
MotoCorphasindicated positive
sentiment as the festive season
started and crafted festive offers.
Inother auto segments, PVs
areslightly lower on easing of
demand, and high dealer stocks.
CVvolumes haveslipped dueto
theslow pickup ininfrastruct-
ure/capexand heavy rains.
Buttractor volumesare up,
along with strong management
commentaries. These two
segments, tractors, and two-

wheelers are outstripping others.
Both should see volume growth
indoubledigitsin H2FY25.

For Hero MotoCorp (HMCL),
volumes grew 19 per cent Y-o-Y to
637,050 units, above Street
estimates 0f 590,000. Domestic
volumes grew 19 per centand
exports, 22 per cent. But
registration (vahan) volumes
were reported at 251,356 vs
616,706 wholesales.

For Bajaj Auto, volumes grew
20 per cent Y-0-Y t0469,531 units,
above consensus estimates of
433,000 duetobetter-than-
expected domesticand export
two-wheeler volumes. Domestic
grew 23 per cent. Within
domestic, two-wheelers grew 28
per centand three-wheelers 4 per
cent. Exports grew 13 per cent.
Within exports, two-wheelers
grew13 per centand three-
wheelers 16 per cent. The
registration volumes were
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reported at 169,363 units against
wholesales of 311,887.

Bajaj Auto has positive
commentary across domestic
and exports with the African
market recovering, with Nigeria
at25,000in September compa-

red with 20,000 in August. The
upcomingseason from October
toDecember 2024 would be
good. Goingahead, volumes are
expected toimprove by 10 per
cent month-on-month with
domesticindustry growth at 6-8
per cent expected in October
2024.Greenenergy (EV+Yulu-
+E3W+CNG) combined contri-
buted 40 per cent to domestic
revenuesin September 2024. The
above125cc motorcycle industry
isoutperforming. The EVvolume
momentum isexpected to
continue and Bajaj hopestobe a
leaderin thissegmentby FY25
end. The company iscloseto
leadershipine3W also.

TVS Motor hasseen volumes
grow 20 per cent Y-0-Y t0 482,495
units, above the estimated
440,000. Domestic units grew 23
per cent. Within domestic, two-
wheelers grew 23 per cent, three-
wheelers 33 per cent. TheiQube

volumes grew 42 per cent to
28,901 units. TVS’ exports grew 11
per cent. Within exports, two-
wheelers grew 19 per cent, but
three-wheelers fell 40 per cent.
Registration volumes were
reported at 212,211 units vs
371,488 wholesales.

For Eicher Motors, Royal
Enfield (RE) volumes grew 11 per
cent Y-0-Y t0 86,978 units, above
theestimated 83,000. Domestic
grew 7 per cent, exports 77 per
cent. In CVs, volumes grew 6 per
centto 7,609 while domestic grew
2 per cent, exports 90 per cent
and Volvo 23 per cent. Registra-
tion volumes for Royal Enfield
were at 54,021vs 79,326 wholes-
alesand for VECV 5,991vs 6,847
wholesales. The positive
sentiment isencouragingbut
investorsshould tracksalesdata
with care since there’s high
inventory. Aslowdown could
lead toasharp correction.




