Tough May sees retailers rack up
losses of almost £10,000
Average UK car retailer profitability - May 2019
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May 2018

Net Profit as % Sales

0.96%

0.92%

3.0%

Overhead
Absorption

52.5%

52.6%

80%

Used: New Sales

1.45:1

1.40:1

1.5:1

Vehicle Sales
Expenses as % Gross 66.2%

BENCHMARK

66.7%

50%

May losses outweigh April gains

Having broken even in the prior May, itself a strong
performance for a mid-quarter month, retailers slipped
into loss in May 2019. The loss of just under £10,000
per site more for the month more than claws back the
gains made in April leaving retailers behind for the
quarter.

Deterioration in used car performance
A sizeable cause of the drop in overall performance is a
fall-back in used car performance. Whilst retailers have
now managed their stock back down from the March
highs to the non quarter-end norm, this has come at a
cost of margin as can be seen from the fall in overall
return on investment. The recalibration of book values
over the recent months has clearly had an impact and,
now this has washed through, we can return to normal
levels of profitability.
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Used Vehicle
Stockturn (days)

59.9
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Return on
Used Car Investment 78.3%

83.8%

100%

Overall Labour
Efficiency

85.1%

84.1%

100%

Service Gross Profit
% on Labour

74.9%

74.8%

75%

Overall Q2 profitability uncertain

Service Expenses
as % Gross

63.1%

62.4%

40%

1.55
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Parts Gross
Profit %

20.4%

22.7%

22%

Parts Expenses
as % Gross

44.6%

47.9%

40%

It is important not to read too much into the results for
the month of May, particularly after the comparatively
strong results of previous months. We have seen a
correction in used car values, removing some previous
over-valuation, and the mid-quarter month is always
challenging with May 2018 being an exception.
I will only get a view on the overall values at the end of
June, when the quarter is closed. Whilst the registration
levels were not far behind the prior year, there was a
significant amount of registration activity at the
month-end to achieve this. I will be watching carefully
how these bonuses are earned and ultimately released
to see the overall impact on the year.
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Retail aftersales content falls below 50%
For the month of May the retail content of overall
aftersales hours fell to 48.6%. This represents the first
time it has fallen below 50% and reverses some of the
recent gains we have seen. I will have to wait to
determine whether this is an isolated blip, however the
significant level of warranty work currently being
undertaken for some brands is having a negative
impact on retail.

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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