Pre-WLTP activity provides significant
boost to retailer profitability
Average UK car retailer profitability - August 2018
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Net Profit as % Sales

0.98%

0.99%

3.0%

Overhead
Absorption

53.1%

53.3%

80%

Used: New Sales

1.42:1

1.27:1

1.5:1

Vehicle Sales
Expenses as % Gross 66.2%

66.6%

50%
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Stockturn (days)
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56.9

45
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83.5%

100%
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75.1%

75%
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60.9%

40%

1.52

1.51

2.5
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28.8%

22%
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42.4%
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7.4
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WLTP delivers August profitability boost

The average UK motor retailer made a profit of £200 in
the month of August, a marked contrast to the
traditional result for the month, which last year
produced an average loss of just under £17,000. This
was all produced by pre-WLTP deadline activity, with
significant incentives being provided to move cars prior
to the start of September.
Expected decreases in September

As a result of the August activity and the dearth of
product in September I am expecting a significant
profitability fall in the month. New car sales will be hit as
a result of the lower volumes and I am also expecting a
fall in aftersales revenues as a result of the lower
number of working days allied to reduced volumes of
new vehicles, particularly fleet sales, requiring PDIs.

Used car performance remains strong

Whilst the new car market has been relatively choppy,
used cars have remained very lucrative. Margins and
values are benefiting from the reduced volumes of new
vehicle sales. Retailers who undertook significant
self-registration exercises at the end of August clearly
have a job to do, however this should not derail the
overall positive story around used car performance.
Uncertain outlook for the remainder of 2018
With September registrations looking like being over
20% down on 2017 hitting annual profitability targets is
clearly going to be a challenge or retailers and brands.
Whether this is achievable produces both supply and
demand questions. We need a supply of desirable
vehicles to enable us to undertake a December sales
push and we also need the demand to still be there.
Having the benefit in kind information will help however
we also need those customers not to have either
extended their current leases or moved into nearly-new
second hand cars. My prediction is that, despite the
forecasts of some brands, we will not fully catch up in
2018 and retailers will see overall annual profitability
fall, to be followed by a catch-up in March 2019.

The ASE Key Ratios are a simple way to benchmark performance and quickly assess the strengths and weaknesses if
a motor retail dealer. ASE plc collect in excess of 17,000 composite submissions on a monthly basis across the world,
whilst ASE Audit LLP offers professional advisory services to over 320 privately owned UK motor businesses.
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