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Key Highlights 
 

Stocking up trend in anticipation of upcoming festive season demand drives domestic two-wheeler sales volumes during August 2016  

 Stocking up of inventory by dealers remains a regular phenomenon one to two months prior to festive season, however, this year is 

witnessing dual impact of pay commission pay outs coinciding with festive season build up 

 Trend of stocking up of vehicles is exhibited by both motorcycle and scooter segments, though less pronounced in the latter 

 Festive season sales also expected to be buoyed by slew of new model/variant launches scheduled by OEMs during the period 
  

Market participants like two-wheeler dealers, financiers and OEMs gear up for a strong festive season 

 Key two-wheeler OEMs as well as financiers remain optimistic about the upcoming festive season, though higher cash purchases 

also anticipated especially in entry segment two wheelers 

 Two-wheeler dealers confirm that stocking-up of inventory for the festive season has commenced and various promotional 

schemes targeted at specific customer segments have been launched by some OEMs 

Conclusion 

 ICRA expects 10-12% growth for two wheelers for the current fiscal with significant contribution of sales during festive season 

 Besides pay revisions from implementation of recommendations of Seventh Pay Commission and One Rank One Pension, benefits 

from a favourable monsoon during the current year and expected healthy kharif output supporting rural cash flows are expected to 

be key factors leading the growth 

 

Background 

The festive period in India, starting with Onam in the South and Ganesh Chaturthi in the West during August to September, followed by 

Navratri, Dussehra and Diwali during October to November is a strong period for sales every year, with many prospective customers 

considering these to be auspicious occasions for making new purchases besides availability of multiple promotion schemes. Further, the 

period also benefits from an uptick in rural demand as it coincides with the harvest season of the kharif crop and cash inflows for the farmer 

population. Hence, the period from September to November corresponds with a surge in vehicular sales in India, further supported by OEMs 

and dealers who offer promotional schemes during the period to incentivise sales. The trend is particularly prominent in two-wheelers, 

where rural demand continues to remain a key sales driver. Though regional festivals like Onam and Ganesh Chaturthi also correspond to 

increased sales in their corresponding geographies, the trend is more pronounced during festivals like Dussehra and Diwali, which have 

more widespread celebrations. Stocking up of vehicles by two-wheeler dealers in anticipation of the surge in demand is a phenomenon 

reported on a yearly basis as the festive season commences in the country. This note focuses on the key trends visible over years with 

respect to the stocking up phenomenon and expectations for the two-wheeler industry for the current festive season and fiscal year.  
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Exhibit 1: Trend in sequential growth in two-wheeler domestic OEM monthly sales over past five years 

 
Source: SIAM, ICRA research 
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Two-wheeler dealers begin stocking up vehicles in anticipation of festive season demand 

Stocking up of vehicles by two-wheeler dealers in anticipation of the surge in demand is a phenomenon reported on a yearly basis, as the festive season commences in the 

country.  Our channel check with two-wheeler dealers suggests that monthly sales as much as double during the festive season in some regions, as compared to sales 

during the non-festive months. In anticipation of this increased demand and to avoid stock-out situations, OEMs enthusiastically push out vehicles to their dealers prior to 

the festive season, resulting in an increase in wholesaling of two-wheelers one or two months prior to the festivals, whereas retail sales happen much later during the 

festive months. As evident from the graph below, there is a peaking of two-wheeler sales at the OEM level prior to commencement of the festive season each year, either 

during September or October. The stocking up of inventory by the dealers generally commences two months prior to Dussehra and Diwali, and peaks about a month prior 

to the festivals. Hence, in years when both the festivals fell in October, there was a perceptible peaking of OEM sales during September of the corresponding year, whereas 

it continued through to October in years when the festivals were spread over two months.  

 

During the current year, stocking up by two-wheeler dealers in anticipation of festive season sales seems to have already commenced in the country, with August 2016 

reporting higher sequential growth in monthly two-wheeler sales as compared to previous years, though it would continue into September as well. After the two-wheeler 

industry reported largely lacklustre sales during the past two fiscals, two wheeler OEMs and financiers are highly optimistic about the upcoming festive season to boost 

two-wheeler sales. Rural demand sentiment is also expected to be positive, especially in light of the normal monsoon experienced during the year in large parts of the 

country, which is expected to support the kharif crop output and rural cash flows. With all key players vying for a share of the festive season sales pie, there is a strong 

push-out of stock by OEMs to their dealers to minimize loss of sales due to non-availability of any particular variant of their vehicles.   
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Exhibit 2: Trend in sequential growth in motorcycle domestic OEM monthly sales over past five years 

 
Source: SIAM, ICRA research 
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Exhibit 3: Trend in sequential growth in scooter domestic OEM monthly sales over past five years 

 
Source: SIAM, ICRA research 
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Stocking up trend more pronounced in motorcycle segment as compared to scooter segment 

Within the two-wheeler industry, the tendency 

towards stocking up in anticipation of festive 

season sales is more prevalent in the motorcycle 

segment as compared to the scooter segment. 

This is because motorcycle sales tend to be more 

sensitive to rural demand, which is a major 

contributor to the festive season sales. The entry 

segment of motorcycles which accounts for the 

bulk of motorcycle volumes, remains largely 

driven by rural demand and is relatively more 

sensitive to festive season induced demand than 

other sub-segments. Hence, as seen in Exhibit 2, 

there is a clear trend towards stocking up on 

motorcycles by dealers in anticipation of festive 

season sales.  

 

 

In the motorcycle segment, there are two distinctive periods 

when purchases from OEMs typically spike – September and 

October corresponding to the pre-festive period, and January 

purchases with the new model year. In contrast, there are 

multiple periods during the year when scooter sales spike at the 

OEM level, which reduces its dependence on festive period sales 

for supporting its full year volumes. Further, with less 

dependency of scooter sales on rural demand sentiment, it is 

relatively less sensitive to festive season induced buying, as 

compared to motorcycles. However, with demand sentiment 

generally being more positive during the festive months, scooter 

OEMs also stock up their dealers to benefit from the same, and 

also introduce new models during festive months. Hence, while 

the stocking up by dealers in anticipation of increased festive 

season demand also exists for scooters, the trend is less 

pronounced as compared to that observed in the motorcycle 

segment.  
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Table 1: New model launches announced by two-wheeler OEMs for upcoming festive season 

OEM Model Segment Launch Date 

Hero MotoCorp 

Achiever 150cc Motorcycle 
Announced for 
festive season 

Super Splendor 125cc Motorcycle 

Passion Pro 100cc Motorcycle 

TVS 
Star City+ variant Motorcycle 

Sep 2016 
TVS Sport variant Motorcycle 

Bajaj 
Pulsar 2017 models Motorcycle Before Dec 2016 

VS400 Motorcycle Nov 2016 

Mahindra  Gusto special edition Scooter Sep 2016 

Honda CB Hornet special edition Motorcycle Sep 2016 

Suzuki 
Access 125 special edition Scooter Sep 2016 

New Gixxer, Gixxer SF special edition Motorcycle Sep 2016 

Source: ICRA research 

 

Exhibit 4: Sequential increase in monthly domestic sales volumes for the six 
largest two-wheeler OEMs in India during past four years pre-festive months 

 
Source: SIAM, ICRA research 
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New model launches lined up by OEMs for the festive season also expected to buoy sales during the period  

To cash in on the positive demand sentiment prevalent during the 

festive period in the country, automotive OEMs in India, including two-

wheeler OEMs, schedule multiple new product launches during the 

period. During the festive season months of September to December 

2015, there were nine new model launches by two-wheeler OEMs in 

the country, in addition to various colour and special edition variants 

of existing models. Part of the push strategy employed by OEMs during 

the pre-festive months also corresponds to new model launches 

planned by them, as seen during September 2015 for Hero MotoCorp 

before its launch of Duet and Maestro Edge scooter models. For the 

upcoming festive season as well, there have been multiple special 

edition and colour variants of existing models launched by OEMs 

during September, while more are expected to be launched as the 

festive season progresses. As can be seen from Table 1, the majority of 

new launches and variants have been in the motorcycle segment 

during the current year.  

Premium motorcycle OEMs less prone to festive season build-up, partly on account 
of capacity constraints  

With the lower displacement category of motorcycles being more sensitive to festive season 

demand spiking, it has been two-wheeler OEMs dependent on the entry and executive 

segment of motorcycles that have reported higher stocking up during the pre-festive months 

as compared to other OEMs. During the pre-festive months in each of the four previous 

years, it has been majorly Hero MotoCorp, Bajaj and Yamaha which has led the month on 

month increase in wholesale two-wheeler volumes. On the other hand, Royal Enfield, which 

accounts for more than 97% of the sales volumes in the premium >250 cc motorcycle sub-

segment has been facing capacity constraints, despite new plant and expansion thereafter, 

and has been unable to benefit from festive demand spikes. Additionally, OEMs like TVS and 

Honda, which derives less than 50% of their annual sales volumes from motorcycles, also 

reported weaker stocking up in relation to the industry during the past four festive seasons. 

Though Honda has been reporting close-to industry average growth in its motorcycle sales 

volumes during pre-festive months over past three years, capacity constraints for its scooter 

production has been limiting its overall ability to stock up its models at the dealer level, which 

is expected to reverse during the current year on the back of additional capacities that have 

been added.   
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Market Participants talk – Dealers, Financiers and OEMs 

Interaction with Market Participants 

Dealers 

 Expectation about recovery in the two-wheeler industry in the current year remains strong among all dealers we interacted with, with festive season sales 
and good rainfall received during the current monsoon season, along with payouts from the seventh pay commission expected to support demand 
recovery during the second half of the fiscal. 

 Discount schemes targeted at specific customer segments are also common pull tactics employed by OEMs. For example, to attract beneficiaries of the 
seventh pay commission, some OEMs are currently offering discount schemes on its two-wheeler models for government employees and their direct 
relations. 

 Many of the dealers reported inventory levels in the range of 4-5 weeks currently. 

 The dealers have started stocking up for the festive season sales during which sales can be about 1.5-2 times the 
normal monthly sales.  

 Inventory accumulation for the festive season sales generally starts from July end and continues for two months 
so as to accommodate the peak season sales during September to November comfortably. 

 

OEMs 
(excerpts 
from 
recent 
interviews) 

 Rajiv Bajaj, MD, Bajaj Auto Limited – “Last year, Onam was not a great run for the industry and sales remained flat during the Onam period. This time, 
sales are about 10% up. Similarly, if you look at the Ganesha festival in Maharashtra, last year it was pretty much flat. However, this time it is about 15% 
up. Therefore, on the whole, compared to last year and perhaps even the year before, we are definitely seeing some positive growth which is almost in 
double digit space but the manner in which the industry is over billing into dealerships is in anticipation of far higher growth and as of now I do not see any 
evidence on the ground for that.” 

 YS Guleria, Senior VP-sales and marketing, Honda – “The Company is focussing increasing its presence in the rural markets. Currently 28% of our total 
volume comes from rural markets. Earlier, the ratio was 1 scooter to 9 motorcycles in rural markets but now, of late, with better availability of scooters the 
ratio has improved to 3:9. For the first time in 10 years, Honda scooters will be available off the shelf this festival season. Typically, given the demand pile 
up, scooters were not available at the last mile in rural networks. With the new capacity addition, Honda hopes to fix that skew. We should be able to 
maintain 20% plus growth in the festival season and through the first 10 months of 2017. Overall we are seeing positive momentum already. The 7th Pay 
Commission, OROP and good monsoon should contribute to good growth.” 

 Pawan Munjal, Chairman & MD, Hero MotoCorp – “Of late we have seen some improvement in the market. Going forward the second half of the fiscal 
should definitely be better than the first half. While we are now experiencing good rains, we expect the monsoons to work for the sentiment of the market. 
The seventh pay commission, while it is not equivalent to what we got in the earlier pay commission which is the sixth pay commission, definitely all these 
things will improve the sentiment and will improve numbers. So, overall we are looking at growth both in the domestic as well  as the global markets.”   
”The outlook on the two-wheeler business has now turned from cautiously optimistic to more optimistic as things are going to get much better this year. 
Besides, with Goods and Services Tax (GST) implementation making taxation policies simpler, the company plans to revive its used two-wheeler business – 
Sure – which had been closed down due to complicated tax issues.” 

 Arun Siddharth, VP-Marketing, TVS Motor – “With the rains being pretty uniform across the country and overall the sentiment looking up and also the 
Seventh Pay Commission coming in right now, the industry is expected to grow by about 10-12 percent. It has been about that mark as of now for the year 
and we have been outpacing that and we hope to continue to outpace that.” 
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Interaction with Market Participants (continued) 

Financiers 

 There is a general improvement in the rural demand sentiment, especially after the recent favourable monsoons and expected healthy kharif harvest. 
Further, the improved liquidity in the system, with arrears of pay revision on recommendations of Seventh Pay Commission starting to flow in from 
August have also supported the improvement in demand sentiment. The good momentum reported in August 2016 has also rubbed off well on 
September sales, with retail sales also witnessing an increase during the month. 

 With the improved liquidity in the system, there has been a general uptick in the cash purchases of two-wheelers. However, the financiers we interacted 
with did not report any positive movement in delinquencies and clearing of dues on account of the increased cash in hands of customers. 

 The financiers we interacted with suggest that the positive demand sentiment is widespread, and not localized due to regional festivities. The 
expectations for the upcoming festive season are for bumper sales during October, which would likely spill over into November as well.  

Source: ICRA Discussions with Financiers and Dealers; Media articles for statements from OEM management 

Outlook 

After two years of sub-par monsoons and the consequent weakening of consumer sentiments in rural India, the favourable volume and dispersion of monsoons during the 

current year has breathed relief into the rural economy. Judging by the levels of stocking up carried out by various two-wheeler OEMs in the month of August 2016, and the 

general uptick in rural demand sentiment on account of favourable monsoons, key players in the domestic two-wheeler industry seem poised for buoyant sales during the 

upcoming festive season. ICRA expects that September 2016 would witness even higher stocking up of inventory by two-wheeler dealers, and that the upcoming festive 

season would mark a revival in the two-wheeler industry, supported by cash inflows for the farmer on the back of a healthy kharif harvest, as well as benefits from pay 

revision for Government employees and One Rank One Pension Scheme. 

ICRA expects that the domestic two-wheeler industry would grow at a rate of about 10-12% in the current fiscal, driven by broad-based growth across segments. 

Favourable budgetary allocations towards rural development, increased focus on creation of irrigation infrastructure as well as reasonably healthy rabi output bode well for 

farm sentiments. Further, reasonable spell of monsoon rains during the sowing period has driven higher area under coverage of Pulses, Oilseeds, Rice and coarse cereals 

and is expected to aid in growth in disposable income of farmers if kharif harvest in 2016 is in line with first advanced estimates of record production of most crops.  With 

the domestic two wheeler industry having reported a growth of 16.5% during 5M FY2017, it is already witnessing early signs of improving rural demand, but a steady 

growth trend is yet to be established. These apart, two wheeler demand would also draw support from the benefits from pay revision (implementation of 

recommendations of Seventh Pay Commission as well as one rank one pension). ICRA also expects the increasing penetration of organised finance into tier 2/3 cities as well 

as rural centres to support domestic demand in the near to medium term as current share of financed vehicles remains moderate. Additionally the under developed public 

transport system, in the backdrop of increasing road network in the past few years has steered personal mobility requirement, supporting the demand for two wheelers. 

While the early buoyancy in motorcycle domestic sales volumes during FY2017 has been a relief, sustainability of the same – especially in non-urban areas over the next 

few months would remain critical given the dependence on agricultural income. The monsoon performance, which has a significant bearing on kharif output, is likely to end 

around normal (cumulative rainfall till 15
th

 September 2016 been 5% below LPA) pan India basis, though the dispersion of the same has not been homogenous across the 

country evident from sub-par rainfall in South, East and North East India even as North and Central India witnessed normal rain. Notwithstanding this, the first advance 

estimates released indicate record production for majority of kharif crops pointing to recovery in rural demand. Scooters on the other hand are expected to continue to 

outperform the industry in FY2017, driven by additional capacities coming on-stream, increasing urbanization, rising women participation in work force, growing 

acceptance of scooters in non-urban areas and the current lower penetration of scooters.  
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