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Fears of 3rd wave
shadow outlook for
auto sector

Preetam Mohan Singh,
senior vice-president, Auto-
motive, Praxis Global Alliance,
said because Covid-19 spread
into tier-2 cities this timeand
depleted savings of crores of
Indians in urban and rural
India, sales of entry-level cars
(costing up to T4 lakh) and
two-wheelers will get nega-
tively impacted. “But cars
priced above ¥6-odd-lakh will
continue to sell well because
people in this segment have
cash. Marriages haven’t
stopped and people will start

~Public Announcemen
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to travel, but at the bottom of
the pyramid there is a major
economic impact this time,”
he said. “The silver line is that
goods carriers, especially
LCVs, may see rising demand
because last-mile connectiv-
ity s still required.”

Over the next few months,
within CVs, analysts say the
impact on buses will be sub-
stantial, on M&HCVs moder-
ate,and on LCVs the least.

Som Kapoor, partner,
Automotive Sector, EY India,
said the intensity of the sec-
ond wave’s impact will
become clearer in about a
month.“The second wave has
hit closer to home,” he said.
“The level of confidence peo-
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ple have on our medical infra-
structureand with the rollout
of vaccines is low, people are
anticipating a third wave.
Instead of buying a car, you
will try to save cash””

‘While he added that sales
of HCVs will get better — high-
way construction grew by
74% in April-May 2021 to
1,470 km or 24.1 km per day
— two-wheeler sales in rural
areas will be negatively
impacted.“Although thereisa
huge two-wheeler appetite in
small towns and villages,
because Covid-19 hit even
rural areas, people may not
want to open their wallets in
anticipation of the third
wave,” Kapoor said.

On the third wave con-

- cerns,Saket Mehra, partner,
Grant Thornton Bharat, said
fear surrounds consumers’
thoughts. “The sentiment
would take time to pick up

for people to divert their
interest towards buying a
vehicle. A period of subdued
spending is likely till the end
of July-August 2021

He added that last year
there was revenge shopping
by consumers in retail, white
goods and vehicles. “Auto
demand rose by 10-15% dur-
ing the festive season, with
40% of the demand coming
from rural areas. This year,
too, the demand will rise till
the festive season, but rural
may not contribute signifi-
cantly due to increased
healthcare spend during the
second wave,”  Mehra
said.“A modest increase by 1-
7% in benchmark prices of
certain Kharif crops may also
not encourage some parts
of rural India for discre-
tionary purchases.”

Two-wheelers, ~ Mehra
added, will experience tardy

growth.“Extended plant shut-
downs and reduced footfalls
atdealerships have resulted in
a double-digit de-growth
month-on-month in the cur-
rent year. Increased health-
care spend, lower penetration
of mediclaim facilities and
lower disposable income in
the hands of people particu-
larly in rural areas might
result in slower demand
recovery for two-wheelers.”

Brands rethinking
ad strategies

The league, even though
splitinto two parts this year, is
still expected to draw adver-
tiser interest. “IPL remains a
strong media property for
brands. The are

of deals changing to some
extent,” says Anand Bhad-
kamkar, CEO, Dentsu India.

Official broadcaster Star
India was aiming to earn
about ¥3,500 crore in adver-
tising revenue this year with
ad spots being sold for about
713 lakh per 10 seconds.
When the league resumes
in the second half of
the year, seasonal categories
such as consumer durables
including fans, ACs and
coolers, or beverage brands
selling carbonated drinks and
fruit juices may stay away,
say analysts.

The festive season may
attract a different set of
brands. “Since the matches
will be a precursor to the fes-
tive season, apparel brands,
t heelers, f heel

expected to change because
the matcheswill not be played
inIndiaresultingin the terms
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brands, etc, may find the
remaining matchesavaluable
avenue onwhich toadvertise,”
says Sandeep Goyal,
founder, Mogae Media.
Brands may not be able
to exit deals inked with the
broadcaster because the
event has not been can-
celled entirely; thus, nei-
ther party will be able to
invoke the force majeure
clause. Therefore, brands
are finding other ways to
utilise their investment.
Siddharth Devnani, co-
founder and director,
SoCheers, says, “Advertisers
are thinking of diverting
their IPL media buys to
sub-brands that ~may
become relevant in Sep-
tember-October.”
upGrad, a brand that
chose to stay out of IPL
2021 afterinvesting in IPL
2020, is considering adver-
tising on IPL-Phase 2.“We

expect the mood of the nation
to be quite different during
the  September-October
period. We are weighing
our options with advertising
on the second half of IPL
says Arjun Mohan, CEO,
India, upGrad.

Participation of interna-
tional players from countries
like England and West Indies
and the final schedule of ICC
Men’s T20 World Cup 2021
are two critical factors that
will influence a brand’s deci-
sion on investing in IPL.“The
quality of IPL matches might
suffer if overseas players do
not take part. Therefore,
‘many clients may want to put
theirad money into the World
Cup instead of a depleted
IPL,” says Goyal.

PCshipments under
cloud as economic
activity down

Shipments of ‘gaming-
capable’ machines grew
almost 65% Y-0-Y as the pan-
demic gave rise to a need for
new forms of entertainment,
given movie theatres, theme
parks, pubs and restaurants
were closed for much of the
year, he noted.

Besides, Aithal noted that
India could soon become a
major manufacturing hub for
PCs, as the government has
extended its production-
linked incentive (PLI) scheme
for smartphone manufactur-
ing to the PCindustry.

“Manufacturers are
expected to get incentives for
laptops manufactured and
priced above 30,000 ($400)
and tablets priced above
%15,000 ($200). Canalys

expects most ODMs and
OEM:s to take advantage of
this route, as the long-term
outlook for India is still
strong, While the commercial
sector remains a key focus,
PCs in education and for con-
sumers are future hotspots,”
headded.

During Q1 2021, India’s
PC shipments, including
tablets, grew 729% Y-o-Y to
reach 4 million units, com-
prising 517,000 desktops, 2.5
million notebooks, 930,000
tablets and 43,000 worksta-
tions. Almost all categories
grew well, mainly due to a
poor Q1 2020, when supply
was hit due to pandemic
restrictions in China.

Notebooks  (including
‘mobile workstations) were the
major growth driver, as ship-
ments grew 119% over Q1
2020. Tablets also had one of
their biggest quarters since
2016,with 52%year-on-year
growth. Desktop shipments
fell 6% to 517,000 units due
toa fall in popularity for the
form factor.

GST cut for Covid
test kits, drugs,
equipment

“It's not an issue with the
people (taxation of vaccines) as
they are not paying any tax...
it's free for them,” revenue sec-
retary Tarun Bajaj said.

On Monday, Prime Minis-
ter  Narendra  Modi
announced that the Union
government will buy 75% of
jabs from vaccine manufac-
turers, including 25% of
the state quota,and giveit for
free to the state governments
forvaccination.
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