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Press Release 
July 08, 2020 | Mumbai 

 

Sales plunge to dent auto dealers’ credit metrics this fiscal 
Cash accrual set to halve and operating profitability to shrink 50-100 bps 

 
Two consecutive years of double-digit decline in sales volume and a 50-100 basis points (bps) moderation in already-
thin operating profitability are expected to materially dent the credit metrics of automotive dealers this fiscal, a study of 
2051 CRISIL-rated dealers indicates. 
 
After declining 18% in fiscal 2020, vehicle sales volume is expected to fall another ~25% this fiscal because of the 
Covid-19 pandemic and weak business environment (refer annexure for details) that’s curtailing mobility and 
discretionary spending. 
 
Moreover, the ability of automotive dealers to withstand such demand contraction has reduced because of lower sales 
volume per dealer, given the aggressive dealership expansions adopted by original equipment manufacturers (OEMs) 
over the past six fiscals. For instance, while OEM sales volume2 was 17% higher last fiscal compared with fiscal 2015, 
average sales volume per dealership was ~30% lower. 
 
Says Gautam Shahi, Director, CRISIL Ratings, “In fiscal 2021, a sharp decline in vehicle sales volume and 
ancillary income (through service, spare parts and insurance, amounting to 10-12% of revenue) will lead to a 
50-100 bps moderation in operating profitability because of suboptimal coverage of fixed costs. This drop is 
substantial, considering the thin operating margin of 3-4% of dealers and ~50 bps moderation already seen 
last fiscal. Dealers with own showrooms and those with higher mix of the more profitable ancillary services 
will be better placed to withstand the shock though.” 
 
Among business segments, commercial vehicle (CV) dealers, are expected to be the most impacted due to the 
sharpest drop expected in sale volumes and lower profitability of 2-3%, compared with passenger vehicle (PV) and 
two-wheeler (2W) dealers. 
 
Tepid sales, carry-over stocks of BS IV vehicles (mainly 2Ws and PVs), and squeeze in profitability will lead to net 
losses in the first half of the fiscal, increasing their reliance on working capital lines, and impacting liquidity position for 
most dealers. 
 
The moratorium offered by the Reserve Bank of India and support from OEMs in the form of early payment of 
incentives or part interest cost funding are expected to provide some respite on liquidity, but only temporarily. 
 
Says Sushant Sarode, Associate Director, CRISIL Ratings “With stress rising due to weak vehicle sales, credit 
metrics of automotive dealers are already deteriorating. With cash accrual expected to halve, credit metrics 
such as interest coverage ratio will moderate to ~1.1-1.2 times this fiscal from 1.5 times in fiscal 2020 and ~2 
times in fiscal 2019.” 
 
Since automotive dealers are a critical link in the overall supply chain, support from OEMs and their financing arms 
has been forthcoming, and this is critical for them to navigate the current stress. Moreover, increasing preference for 
personal vehicles to maintain social distancing may gradually revive sales from the second half of this fiscal, and will 
remain a monitorable. 

 
 
 
 
 
 
 
 
 

                                                      
1 107 in passenger vehicles [PV], 20 in commercial vehicles [CV] and 13 two-wheelers [2W] and 65 diversified). 
2 For top five OEMs representing 65% of automobile volumes across CV, PV and 2W segments. 
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Annexure 
Weekly vehicle registrations (yoy growth) slumped with the lockdown, but have recovered gradually in May 
and June 

 

Source: Vahan database 

 
Forecast of segment-wise OEM vehicle production growth 

Production volume growth FY19 FY20 E FY21 P FY22 P 

Passenger vehicles 0% -15% -23% 16% 

Two-wheelers 6% -14% -21% 14% 

Commercial vehicles 24% -32% -24% 37% 

Source: CRISIL Research, CRISIL Ratings 
Note: E=estimated, P=projected 
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and 
data to the capital and commodity markets worldwide. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, 
bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, 
perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other 
structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
DISCLAIMER 

 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by you in 
full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether directly or 
indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or omissions 
or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ 
distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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