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Auto Sector 

 

GST 2.0 reforms to revitalize auto demand… 
The government has proposed GST 2.0 reform which aims to rationalize the current 
multi-slab structure into a simpler framework, with two main rates of 5% and 18%, 
and a higher 40% slab for luxury and sin goods. For the auto sector, this overhaul 
seeks to address long-standing classification disputes—such as those between 
small cars and SUVs—by moving to clearer, unified tax categories. ICE powered 
vehicles could see a reduced tax burden, while EVs will retain their favourable 5% 
GST rate, with discussions ongoing to cut component-level GST as well.  

• Presently, automobiles are taxed at highest GST slab rate i.e. 28%. A 
compensation cess, ranging from 1-22%, is levied on top of this rate.  

• The total tax incidence on cars, depending on engine capacity and length, 
ranges from 29% for small petrol cars to ~50% for SUVs.  

• For Two-wheelers effective taxation is in the range of 28%-31%, and three 
wheelers, 28%. Tractors and CVs attract 12% / 28% GST, respectively.  

Exhibit 1: Current GST tax structure across segments in automobile space 
Vehicle category GST Compensation Cess Total Tax payable

 Electric Vehicles 5% NIL 5%

 Hydrogen Fuel Cell Vehicles 12% NIL 12%

 Three Wheeled Vehicles 28% NIL 28%

 Two-Wheelers upto 350cc Engine 28% NIL 28%

 Two-Wheelers >350cc Engine 28% 3% 31%

 Passenger Vehicles (Petrol, CNG)-<=4m length & 1200cc engine 28% 1% 29%

 Passenger Vehicles (Diesel)- <=4m length & 1500cc engine 28% 3% 31%

 Passenger Vehicles (Upto 1500cc engine) 28% 17% 45%

 Passenger Vehicles (Above 1500cc engine) 28% 20% 48%
Passenger Vehicles -SUVs ( >4m in length, above >1500cc

engine & >=170mm Ground Clearance) 
28% 22% 50%

Hybrid passenger Vehicles (<=4m & upto 1200cc engine Petrol) or
(<=4m & upto 1500cc engine Diesel) 

28% NIL 28%

Hybrid passenger Vehicles (>4m or above 1200cc engine Petrol or
above 1500cc engine Diesel) 

28% 15% 43%

 Public Transport Vehicles: 10-13 seater 28% 15% 43%

 Public Transport Veh. > 13 seater & Commercial Goods Vehicles 28% NIL 28%
 

Source: SIAM, ICICI Direct Research 
 

Our View: If the base GST rate of 28% gets revised to 18%, this is positive for 
the entire sector (including the auto component supply chain) and is expected to 
drive demand across all segments (PV, 2-W, 3-W & CV). This shall lower the initial 
purchase price of vehicles for consumers in the range of ~5-10%.  

• For compact cars effective taxation (GST+ cess) can get revised from 28-
31% to 21% while big SUV’s effective taxation (GST+ cess) can potentially 
decline from ~50% to ~40%.  

• For 2-W’s, effective taxation can get revised from ~28-31% to ~18-21%.  

• Entry level segment however was the real pain point and subject to 
muted volume growth in recent past. We believe this space will be the 
biggest beneficiary of GST rate cut with top beneficiaries in our 
coverage being Maruti Suzuki in PV space, Bajaj Auto in 2W/3W space.  

• One point worth mentioning is that since consumer is now aware of the 
potential reduction in prices, there exists a potential short-term deferment 
of demand in lieu of GST rate cut expectation. The reform is expected to 
be finalized by Diwali 2025, marking a significant step toward a more 
simpler taxation regime, official notification is however awaited. 

 

Sector View 
Positive 

Major Beneficiaries 
Passenger Vehicles Segment 

• Maruti Suzuki 

• Hyundai Motors 

Two-Wheeler 

• Bajaj Auto 

• Eicher Motors 

Three- Wheeler 

• Bajaj Auto 

• Mahindra & Mahindra 

Commercial Vehicles 

• Ashok Leyland  

• Tata Motors 

Auto Ancillary – OEM heavy 

• Uno Minda 

• Gabriel India 

 

Our Top Buy’s in Auto OEM Space 
• Mahindra & Mahindra 
• Eicher Motors 
• Bajaj Auto 

 

Our Top Buy’s in Auto Ancillary Space 
• Lumax Auto Technologies 
• Apollo Tyres 
• Exide Industries 
• Steel Strips Wheels 
• Sansera Engineering 
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RATING RATIONALE 
ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 
stocks according -to their notional target price vs. current market price and then categorizes them as Buy, 
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 
defined as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or 
indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the 
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

 

Terms & conditions and other disclosures:  
ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory 
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Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various 
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of 
which are available on www.icicibank.com. 
 

Investments in securities market are subject to market risks. Read all the related documents carefully before 
investing.  
 
Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research 
recommendations promise or guarantee any assured, minimum or risk-free return to the investors. 
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Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com 
 
For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122 
 
ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons 
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Technical Research Reports. 
 
Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
 
ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and 
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 
 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly 
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or 
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities 
indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  
 
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness 
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe 
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not 
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment 
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make 
their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of 
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not 
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results 
may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  
 
ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any 
other assignment in the past twelve months.  
 
ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report 
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts 
did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither 
ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.  
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last 
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This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where 
such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within 
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may 
come are required to inform themselves of and to observe such restriction. 

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report 

 

mailto:headservicequality@icicidirect.com

	GST 2.0 reforms to revitalize auto demand…
	RATING RATIONALE
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:

