Footfall, enquiries slow
down at car dealerships

Price hikes, rise in auto loan rates, and news of layoffs among key reasons

SOHINI DAS

Mumbai, 19 March
here are signs of a slowdown in

I India’s passenger vehicle (PV)
market, which, at the moment, is
sitting on roughly 700,000 open book-
ings. Dealers admit that there has been a
slowdown in the footfall and fresh
enquiries since January this year.
Industry executives also believe that
2023-24 (FY24) will see a sharp slowdown
in growth rates after volumes grow
robustly in the current financial year
(2022-23, or FY23).

“There has been an 8-10 per cent dip
in footfall at showrooms and fresh
enquiries since January this year, com-
pared with the same period last year.
There has been some improvement in
the second half of March, but footfall is
not back to last year’s levels,” says a
South-based dealer of mass-market
brands. In addition, there is fear of can-
cellations as industry executives point
out that several people have booked with
multiple dealerships and brands in the
wake of long waiting periods of popular
models and supply-chain disruptions.
Simply put, the open booking figures
may be inflated somewhat.

Shashank Srivastava, senior executive
officer-marketing and sales, Maruti
Suzuki India (MSIL), agrees with the drop
in footfall. “If we take out the enquiries
and booking for our new models — the
Jimny and the Fronx — the bookings and
enquiries are flat year-on-year. Last week,
they were lower than the same period last
year, weighing up retail to retail and
wholesale to wholesale,” says Srivastava.

Srivastava says several factors are
behind this — rise in automotive (auto)
loan rates which have become more
expensive by up to 250 basis points, price
hikes by most manufacturers in January-
February, and higher inflation.

After three price rises last year, the
switch to Bharat Stage VI Phase II (BSVI-
1I) norms has further pushed prices, says
Manish Raj Singhania, president,
Federation of Automobile Dealers
Associations, who feels this has impacted
buyer sentiment. “The entry-level seg-
ment is price-sensitive and gets further
hit when interest rates go up. We are thus
requesting the Centre to consider bring-
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ing down the effective goods and services
tax rates on entry-level vehicles to 18 per
cent, from the current 28 per cent, as they
are a necessity, not a luxury,” Singhania
tells Business Standard.

A spokesperson for Tata Motors, a
company that is riding on the growing
demand for sport utility vehicles (SUVs),
says, “With pent-up demand, festival and
wedding seasons getting over, interest
rates rising, the industry may witness
some moderation in demand. The
demand for our popular SUVs and elec-
tric vehicles continues to remain strong
with their popularity rising.”

Sukhbir Bagga, managing director,
Petal Group, which runs 35 showrooms
across eight auto brands — Hyundai,
Jeep, Maserati, Yamaha, etc — says with
news of layoffs and meltdowns across the
globe, people tend to put their big-ticket
purchase decisions on hold. He, however,
expects the second half of March to be
better, riding on year-end bookings to
take advantage of depreciation; and
booking ahead of the BS VI-II norms kick-
ing in from April 1, one shells out a higher
price. However, even as the industry is
hoping for a better second half of March

(in terms of demand), there is consensus
that March sales numbers will be lower
than February’s.

“The industry volume projections are
around 335,000 units — lower than the
earlier expectations, and lower than
February volumes,” says Srivastava.

Srivastava says it’s a ‘tale of two cities’.
“On the one hand, there is a waiting
period for popular models. MSIL itself
has 404,000 open bookings. On the
other, another set of models (mostly
entry-level cars) have no waiting period,
discounts on offer.”

Several people are booking multiple
models with different dealerships or even
different brands. They will cancel other
bookings once they get a car of their
choice first from one dealership. “We do
not know how reliable the booking
numbers are either,” adds Srivastava.

In FY23, PV sales are expected to end
the year at a record 3.8 million units, up
26 per cent. In FY24, however, the indus-
try is expecting 5-7 per cent volume
growth, says Srivastava. Hyundai Motor
India, Kia India, and Mahindra &
Mahindra did not respond to emails sent
by Business Standard for this story.




