10-15% OF S COMEFROM EGWESTLPRICED BASE VARIANT

Auto buyers gearing
up for premium drive

SWARAJBAGGONKAR
Mumbai, September 4

SHIFT TO DEARER MOD

THE INCREASED AFFORD-
ABILITY following the simplifi-
cationinthe GSTrateswill allow
auto buyers to move up the
value chain and opt for more
premium products.

Accordingtomarketexperts,
buyers will tend to choose pre-
mium options as the resultant
benefits reduce the price differ-
encebetweenvariants ofasame
model, and even between two
segments of cars.

The reduction in GST rate to .

18% from 28% will lead to a
price correctionofaround 8.5%
insmall cars,and between 3.5%
and 6.7%forlarge sedans, mid-
sizeandlarge SUVs,accordingto
Crisil Intelligence._

Diesel cars and SUVs having
engines smaller than 1,500cc
and measuringless than 4 metre
will seethe steepestreductionin
prices since they used to carrya
cess of 3%, in addition to 28%
GST. Depending on models and
variants, thiscould translatetoa
reduction of ¥35,000 to X1.5
lakh in prices, pushing cus-
tomers to premium options.

® Price of an entry-level car is

Iead toa pﬁcekcorrectldn of.
araundm hr small cars

& For large sedans, mid-size

and large SUVs, it will be
between3.5% and6.7%:

will go down

& As the compensation cess gets
aholished, prices of luxury cars

Forinstance,the middlevari-
ant of automatic Tata Nexon
diesel could see a price reduc-
tion of T1.3 lakh, bringing it on
parwith the base variant of the
model with the same technol-
ogy.The priceof the middlevari-
ant of mini SUV Tata Punch at
¥7.52 lakh wilt be closer to pre-
mium compact SUV Skoda
Kylag, priced at ¥8.25 lakh.

Expertssaid since mostvehi-
cles are purchased on finance,
the upshift in preference will
result in minimal or no change
inequated monthlyinstalment.

Saket Mehta,partnerand EV

& auto industry leader, Grant
Thornton Bharat, said: “Since
the GST rate cut on small cars
reduces the on-road price by up

to 1 1akh, the monthly EMI for

a typical car loan may not
change significantly. This cre-
atesanopportunity forbuyersto
considerhighervariantsoreven
upgrade to a better model
within the same budget”
Carmakerstypicallysee 50%
of sales volumes coming from
the middle variant, followed by
359% from the top variant. Just
10-15% of sales come from the
lowest-priced base variant.

Although prices of entry-
level cars have seenasignificant
rise over the past few years,
widening their gap with two-

wheelers, the rate cut would

infuse a positive sentiment
among two-wheelerowners,say
experts. With the availability of
cheaper loans, they may also
considerbuying four-wheelers.
As the compensation cess
getsabolished, theluxurycarseg-
ment, too, will see a reduction in
prices.Mercedes-Benz Indiamay
cut prices by 5-8%. This would
translate into a saving of around
¥5-6lakhforthe buyer.




