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Press release 
October 31, 2023 | Mumbai 

  

Premiumisation to lift consumer durables revenue 8-10% this fiscal 
Profitability to remain below pre-pandemic level, strong balance sheets to support credit profiles 

 
The consumer durables sector1 will see revenue grow 8-10% this fiscal, supported by premiumisation and steady 
growth in urban demand. This will be on the back of a healthy volume-led, post-pandemic growth of ~18% last fiscal.  
 
Operating profitability will also improve this fiscal due to softening of raw material prices, reversing two years of 
contraction. Yet, it will remain below the pre-pandemic level, amid intense competition. 
 
Credit profiles will remain stable, backed by strong balance sheets, despite some capital expenditure (capex) under 
the Production Linked Incentive (PLI) scheme.  
 
A CRISIL Ratings analysis of eight companies accounting for around half of the market in value terms, indicates as 
much. 
 
Says Mohit Makhija, Senior Director, CRISIL Ratings, “Demand for premium appliances is expected to gain 
traction this fiscal. This will play out in three ways: one, rising demand for appliances with smart technologies 
that integrate seamlessly with other home appliances; two, up-trading to higher capacity/sizes at limited 
incremental cost; and three, efficient appliances that lower the operating costs. Appliances such as air 
conditioners and television (TV) sets will benefit more due to this trend.” 
 
Some examples of premiumisation are large-screen TVs with smart features and inverter technology-based air 
conditioners that are more energy efficient.  
 
Demand will also be fuelled by a near 67% growth in residential real estate area sold in the top six cities over the past 
two years. Improved residential real estate sales typically trigger demand for appliances after a lag, which is likely to 
play out this fiscal.  
 
On the other hand, demand for non-premium or basic appliances will remain modest. Demand for such products is 
typically driven by rural or semi-urban areas and purchasing power of consumers in these areas will be affected by 
high inflation and the impact of erratic monsoon on income levels. 
 
In addition to the revenue uplift, softening raw material costs (~70% of overall costs) will provide some respite. 
Average input prices of key commodities such as copper, aluminium and steel are likely to be lower by 12-15% this 
fiscal from the highs of fiscal 2022.  
 
Says Anand Kulkarni, Director, CRISIL Ratings, “Operating profitability may recover by up to 100 basis points 
this fiscal after the steep drop in the past two fiscals due to rising input prices. The competitive environment, 
which forced players to take lower-than-warranted price hikes, had also contributed to the contraction in 
profitability. Considering the continued competitive pressure, recovery to the pre-pandemic profitability is 
still distant.” 
 
Still, credit profiles remain stable, backed by low leverage as reflected in a debt to earnings before interest, taxes, 
depreciation and amortisation ratio of below 0.3 time expected for this fiscal. 
 
The low leverage will be despite manufacturers, especially of ACs, taking up capex under the PLI scheme. 
Investments of ~Rs 4,800 crore have been committed by manufacturers of appliances as well as components under 
the PLI scheme, which will yield benefits over the medium term. 
 
That said, improvement in the rural economy will be essential for sustained and balanced demand. The extent of input 
price upswings and competitive intensity will also be monitorable. 
 
 

 
1 Comprises manufacturers of large appliances such as TVs, refrigerators, washing machines and air conditioners. 
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Annexure  
Chart 1: Revenue and operating margin trends 

 
Source: Industry and CRISIL Ratings (sample of eight companies) 
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About CRISIL Ratings Limited (A subsidiary of CRISIL Limited)  
CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and 
innovation, we set 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 33,000 large and mid-scale corporates and financial institutions. We have also instituted several 
innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and infrastructure 
investment trusts (InvITs). 
  

CRISIL Ratings Limited ("CRISIL Ratings") is a wholly-owned subsidiary of CRISIL Limited ("CRISIL"). CRISIL Ratings Limited is 
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI"). 
  

For more information, visit www.crisilratings.com   
 

About CRISIL Limited 
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading 
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations. 
CRISIL is 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  
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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 Ratings Limited (hereinafter referred to as “CRISIL Ratings”).  However, 
CRISIL Ratings 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 Ratings has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL Ratings from sources which it considers 
reliable. However, CRISIL Ratings 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 Ratings, especially states that it has no financial liability whatsoever to 
the subscribers/ users/ transmitters/ distributors of this Press Release. CRISIL Ratings or its associates may have other commercial transactions with the company/entity. 
 
CRISIL Ratings Limited is a wholly owned subsidiary of CRISIL Limited. 

 

http://www.linkedin.com/company/crisil
https://twitter.com/CRISILLimited
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html

