Steady start to Q3 with average retailer
significantly reducing July losses
Average UK car retailer profitability - July 2018

14

Key
Ratios
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JULY 2018

ROLLING
12 MONTHS
JULY 2017

BENCHMARK

Net Profit as % Sales

0.90%

1.02%

3.0%

Overhead
Absorption

52.9%

53.3%

80%

Used: New Sales

1.34:1

1.26:1

1.5:1

Vehicle Sales
Expenses as % Gross 67.1%

66.5%

50%

Reduction in retailer July losses
The average UK motor retailer produced a
comparatively strong performance for the month of July,
reducing their loss for the month by over £5,000
compared to the prior year. Whilst the loss of £1,600 is
not back to the heady profits made during periods of
significant fast-start bonuses, it further emphasizes the
improvements being made over 2017.

Continued improvement expected in August
August is traditionally a tough month for retailer
profitability, with customers focused on holidays and
momentum building towards the September plate
change. This year will likely see some reduction in the
historic losses given the pre-WLTP deadline increase in
registrations, which look set to rise by 23%. Whether
these cars have been sold, or merely registered, will
prove pivotal to both August and annual profitability.
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Stockturn (days)
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Used Car Investment 84.5%
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84.4%

83.5%
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Service Gross Profit
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74.8%

75.1%
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September and Q4 profitability more uncertain

Service Expenses
as % Gross

62.2%

60.7%

40%

1.51

1.51
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Parts Gross
Profit %

23.3%

22.5%

23%

Parts Expenses
as % Gross

50.5%

41.2%

40%

New car supply issues will no doubt have an impact on
retailer profitability in the last 4 months of the year.
Whilst there will be some temporary disruption, overall
fundamentals remain strong. This should lead to a
continuation in the healthy performance being delivered
from core used car and after-sales departments.
The key question is whether this will be sufficient to
compensate for the temporary disruption to new vehicle
profitability resulting from delays in supply of newly
tested vehicles. Although the August registration
increase looks huge, it is dwarfed by the September
target and how close we get to that will be pivotal to the
overall profitability level.
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Continued strength in used cars and aftersales

During July we continued to see a strong performance
from used cars and aftersales. Stockturn days and
overall stock levels have remained steady and I will be
watching these during August and onwards to monitor
the impact of WLTP self-registrations.

The ASE Key Ratios are a simple way to benchmark performance and quickly assess the strengths and weaknesses of
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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