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Introductory Note:
The Indian Automo�ve Industry:

On path to recovery yet with Vola�lity
Living with Vola�lity - Survival, Revival & Growth 

A Year of Vola�lity: with sharp peaks and deep troughs

Financial Year (FY) 2020-2021 was one of the toughest years in the history of the automobile     
industry in India. India was affected by the Covid-19 pandemic in the closing month of the 
financial year 2019-20. A sluggish economy, the NBFC crisis, revised axle norms, uncertainty 
related to shi� to BS6 and a cyclical downturn in several segments resulted in a slowing 
demand in the Indian automo�ve markets. Covid-19 further worsened the demand 
situa�onwith lockdowns impac�ng supply chains and transporta�on. With the rural economy 
rela�vely unscathed, and benefi�ng from a 2nd consecu�ve good monsoon, the tractor 
segment was an excep�onal outperformer, growing 20% year on year. 

Second Half of FY2021 saw a V-shaped recovery

While first half of the year suffered the full impact of the pandemic, demand started zooming in 
the last two quarters for other segments as well indica�ng a V-shaped recovery. The passenger 
vehicle segment outperformed in second half of FY2021. Full year passenger vehicle sales saw 
a decline of mere 2% over the previous financial year. Preference for personal mobility over 
shared & public transport as well as new model launches by OEMs contributed to this rapid 
revival. The other segments – two wheelers at -13% and commercial vehicles- goods carrier 
segment at -15% decline year on year con�nued their downturn. The passenger carrier 
segment of the commercial vehicle market was the worst performer with a 75% decline in 
domes�c sales.

FY2022 on the path to recovery overcoming the effects of 2nd Wave of Covid 19

While the last financial quarter of the year was about to start on a rapid recovery path, the 
markets were stuck by the severe second wave of the pandemic. The demand is expected to 
see sharp recovery star�ng Q2, FY 2022 with the upcoming fes�ve season which could mark 
the  beginning of a full revival. Supply side challenges – par�cularly the global semiconductor 
shortage that is expected to remain through the rest of this financial year – will moderate the 
recovery process.

The following factors are expected to shape the recovery of the automo�ve industry in the next 
18-24 months

Growth drivers:

 Economic &market revival expected to start by Q3, FY2022; accommoda�ve monetary 
stance by RBI to con�nue. This will ensure high liquidity in the market.

 New product launches planned from Q2, FY2022 onwards will drive interest from buyers 
and spur demand
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 Preference for personal modes of mobility expected to con�nue. Behavioural changes 
expected to last long a�er the pandemic is over

 Increase in launch/ revival of infrastructure projects post lockdowns expected to start the 
upswing in the commercial vehicle market

Growth inhibitors:

 Con�nuing semiconductor chip shortage may lead to supply chain bo�lenecks and long 
wai�ng periods on popular vehicle models

 Rising commodity prices (steel, copper, aluminium, rare earth metals etc) could lead to higher 
cost pressures for vehicle manufacturers

 Con�nuing stress on financial sector, lower savings rates, distress in the unorganized sector 
could lead to delayed revival

 Possible delay in vaccina�ons, 3rd wave of Covid-19 and delayed peaks in rural India may lead 
to delay in restart and revival

 Con�nued work from home, delay in restart of schools, colleges and offices could delay 
recovery of the passenger segment of commercial vehicles

In a Dynamic regulatory environment Indian market is expected to see healthy growth up to 
2030

Government policies and regula�ons are expected to play a key role in shaping the demand over 
the short andmid - term. Regula�ons on safety, fuel efficiency and emission norms (BS-6 II, RDE, 
CAFÉ 2022), vehicle scrappage policy, PLI schemes in both automo�ve manufacturing and ACC 
ba�eries, FAME II (extension) and other schemes related to exports (RoDTEP) is adding to the 
uncertainty in the market.

According to PwC es�mates, the automo�ve industry is expected to return to a healthy growth 
path by FY2022 andcon�nue the growth trajectory in the coming decade. The passenger vehicle 
market is expected to reach annual sales around 5.7 Million units and the two-wheeler market, 
the 30 Mn milestone by 2030. The commercial vehicle market including the 3-wheeler segment 
is expected to cross Annual domes�c sales of 1.9 Million units during this period. The tractor 
market which holds a strong latent poten�al is expected to reach annual salesof 1.5 Million units 
by the end of the decade. 

Pandemic accelerated adop�on of new business models

The financial year 2020-21, in many ways, has also been a year of new learnings. Consumer 
lifestyles and mobility preferences have been altered, some of them permanently. The mobility 
ecosystem will see a rapid change in the coming years – in personal as well as commercial 
mobility. Big technology is expected to strengthen its posi�on in the industry; electronics and 
so�ware will capture increasing share of the value pools in the coming years. New value chains 
are now opening – especially in the emerging electric vehicle space offeringnew opportuni�es 
for growth and diversifica�on for tradi�onal players and incumbents in the industry. New 
opera�ng models, increasing digitaliza�on & digi�za�on, direct-to-consumer channels, higher 
levels of automa�on, big data, AI/ML, cloud compu�ng, digital twins, IoT and other Industry 4.0 
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technologies are changing the way the industry designs, develops and delivers products to the 
market.

Vola�lity is the 'new normal': Shaped by Regula�ons, New business models, and Supply chain 
disrup�ons

The convergence of stricter regula�ons, new business models and supply chain disrup�on is 
expected to result in con�nued vola�lity. Automo�ve component companies will have to 
accept and live with this vola�lity which is likely to con�nue well a�er the pandemic. In fact, 
Vola�lity is expected to be the 'new normal'

ACMA-PwC Study on Best prac�ces in“Living with Vola�lity: Survival, Revival and Growth”

ACMA - PwC conducted a joint study to understand best prac�ces on how Indian automo�ve 
industry is learning to live with vola�lity. In the past we have seen cycles of demand growth and 
troughs in dis�nct years. Going forward PwC expects thethree states of Survival, Revival and 
Growth to co-exist in different parts of the industry value chain at the same �me. Our study 
evaluates some of the best prac�ces that leading companies in the Automo�ve supplier 
community are adop�ng to survive, revive and be ready for future growth.

Automo�ve component suppliers will need to transform to Live with vola�lity

Automo�ve suppliers will need to change their opera�ng model to be agile, flexible and 
customer focused to succeed in this environment. The study shows that companies with robust 
financial management capabili�es, focus on growing value added per employee and strong 
a l l i a n c e s  w i t h  s u p p l i e r s  a n d  c u s t o m e r s  w i l l  e m e r g e  s u c c e s s f u l .

A�rac�ng and retaining top talent, building, and nurturing a core leadership and separa�ng 
ownership from company management were some of the other best prac�ces that will help 
companies thrive in vola�lity.

The years that lie ahead are exci�ng but also full of challenges. The automo�ve industry is 
expected to undergo a major transforma�on in the coming decade. It is impera�ve for the 
incumbent players to seize the ini�a�ve, innovate, collaborate, and capitalize on the big 
changes that are now underway. It is �me to embrace the change and accelerate into the new 
future.
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