: Monthly profitability

Dealer performance in 2007
mirrors same period in 2006

After a strong start to the year sales of new and used cars have fallen back and stock volumes increased

fter a strong March, results
Afor 2007 have fallen back

slightly and now match the
same period in 2006, according
to data collected by ASE.

The overall net profit as a
percentage of turnover for the four
months stands at 1.1 per cent,
down from 1.3 per cent at the end
of March.

As an isolated month April was
difficult, with only 19 working
days having a direct impact on
aftersales performance.

However, April was an even
shorter working month the
previous year. Without significant
action, all indicators point to a
similar result to 2006, with the
average dealer earning 0.7 per
cent return on sales.
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You can see from the table (right)
that there has been a significant
drop in used vehicle performance
year-on-year.

The principal driver behind this
was the fact that the volume of
vehicles held in stock grew
during April, having a negative
effect on both stockturn and
return on investment.

All dealers need to
look at ways of
increasing
stock-turn’

In addition to this, used car
margins softened across the
market in April and this is likely to
have continued into May with
some dealers reducing margins
further to clear surplus stock.

It is vital that, while continuing
to meet their manufacturers’

requirements, dealers
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maintain focus on used vehicles.

Nevertheless, the top 10 per
cent of performers across all
franchises earned 4.9 per cent
over the first four months, up on
their performance in the previous
year. So where are the best
getting better?

The top 10 per cent are still
reporting a used : new
performance of 1.2:1 and a metal
margin £52 per vehicle greater
than average.

They have achieved this by
reacting to the dip in used vehicle
values and stocking vehicles
which are £1,000 cheaper
than average.

Interest rate rises

As the recent interest rate rises
continue to bite on households’
disposable income, marketing
vehicles for which customers can
afford the monthly payment will
become increasingly important.

The principal problem dealers
tend to have with decreasing the
average stand-in-value of their
used stock is the method of
sourcing the vehicles.

Whether through self-generated
used vehicles or manufacturer
remarketing programmes dealers
have an easy supply of nearly
new vehicles to take to market.

These vehicles are covered by
the manufacturer’s warranty and
fit well within the franchise used
vehicle programmes.

Dealers are, however, going to
have to find a way to stock lower
priced, slightly older vehicles if
the market continues to move
towards cheaper cars.

Otherwise these customers will

Mike Jones
Partner
Trevor Jones Chartered
Accountants

be lost to the franchised vehicle
sector and will make their
purchases elsewhere.

As noted above, however, top-
performing dealers are retaining
greater margins in these
cheaper vehicles.

All dealers need to look at ways
of increasing stock-turn in
addition to the way their
customers are treated.

From the performance of the
service department, with hours
per job card falling, to vehicle
margins it is imperative that
dealers look at the way they
handle customers.

In the current market
profitability depends on making
that extra £100 out of
each customer.

This is being achieved by the
top performers in the
marketplace and the average
dealer needs to approach this
result in order to get an
acceptable return.
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