Profitable June fails to live up to 2018
performance
Average UK car retailer profitability - June 2019
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Net Profit as % Sales

0.90%

0.90%

3.0%

Overhead
Absorption

51.7%

52.7%

80%

Used: New Sales

1.45:1

1.40:1

1.5:1

Vehicle Sales
Expenses as % Gross 66.5%

67.0%

50%

June profits down on 2018
The average UK motor retailer made a profit of
£28,000 during June 2019, a fall of £13,000 on the
profit made in June 2018. Whilst there were significant
bonus earnings for retailers in the final month of the
quarter, this was down on the total recognised in 2018.
Given the year-on-year increase in end of quarter
registrations I expected some bonus to be held back
for future disposals
Q2 performance down overall

The fall in June profitability sees the overall profit for the
quarter down by £18,000. In addition to the low level of
general sentiment felt by all retail sectors, motor
retailers have been hit by a tightening of the used
vehicle market during the quarter with some significant
residual value falls. This, along with the deferred
recognition of some registration bonuses, has
depressed profitability
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Service Gross Profit
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74.9%
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75%

Q3 profitability uncertain

Service Expenses
as % Gross
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as % Gross

44.9%
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40%

It is likely that we will have further uncertainty to deal
with as we move through the third quarter. Registrations
for July were down on the prior year and we are likely to
see some significant market disruption as brands cope
with their derogation requirements, bringing significant
volumes of certain models into the market. The general
level of consumer and business confidence looks
unlikely to improve prior to October as the politicians
talk up the likelihood of "No deal". There will, however,
remain opportunities in used cars and aftersales for
retailers given the high level of registrations over recent
years.
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Used vehicle performance stabilises
After the hit to used vehicle performance from the
residual drops during April and May we saw some
stability return to used vehicle profitability in June.
Average gross profit margin for the month bounced
back above 10% and, whilst an improvement in
stockturn would be desirable, profit opportunities
remain in used car sales.

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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