Healthy June sees average UK Motor
Retailer finish strong Q2
Average UK car retailer profitability - June 2018
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Net Profit as % Sales

0.90%

1.03%

3.0%

Overhead
Absorption

52.7%

53.7%

80%

Used: New Sales

1.40:1

1.23:1

1.5:1

Vehicle Sales
Expenses as % Gross 67.0%

66.4%

50%

Slight drop in June performance
The average UK motor retailer produced a strong
performance for the month of June, with a profit over
£41,000. Whilst this is a creditable profit, this result fell
slightly behind the result for June 2017 where retailers
made just under £46,000 for the month. The reason for
the drop is all down to the recognition of new car
bonuses.

Overall improvement in Q2
Despite this slight drop in June, the overall picture
for the second quarter is very good, with retailers on
average improving profitability by 74% compared to Q2
of 2017. Each of the three months delivered a profit in
its own right and there were positive contributions from
across the business.
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Used Vehicle
Stockturn (days)
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57.4
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Return on
Used Car Investment 83.0%

88.5%

100%

Overall Labour
Efficiency

84.4%

83.6%

100%

Service Gross Profit
% on Labour

74.8%

75.2%

75%

WLTP casting a shadow over profitability

Service Expenses
as % Gross
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60.6%

40%
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Profit %

We are starting to see WLTP have a real impact on
retailer profitability as we move into the second half of
2018. Whilst this is very franchise dependent, vehicle
supply is becoming a real challenge for some retailers.
The lack of clarity over the tax implications of vehicles
under the new regime is impacting fleet activity now,
providing a real challenge for some to hit their Q3
numbers.
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Continued strength in used cars and aftersales

During June we continued to see a strong performance
from used cars and aftersales. Used car stock levels
increased by a lower value at the end of June than is
normally the case, indicating a reduction in the level of
retailer self-registrations. This clearly bodes well for
profitability as we move into Q3.

Hopefully we will see further clarity soon as, without
this, there is a real danger that retailers may have to
undertake significant self registration activities to clear
stock and hit their targets.

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.

For more information,
please contact:
Mike Jones, BSc FCA
+44 (0) 161 493 1930
mike.jones@ase-global.com
www.ase-global.com

Driving profitability across the global automotive industry

