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Snapshot of Findings
Motor dealers' views on profitability for 2016 versus the prior year:

Main areas of the business where motor
dealers actively use video:

TOP 3

*Multiple responses included

AREAS OF COST
INCREASE

New Sales

For Motor Dealers Over the
Next 12 Months

Used Sales

Pay Rises
Staff Recruitment

Compliance – FCA

After Sales

None

How motor dealers are planning to grow their
business within the next 12 months:
*Multiple responses included

TOP 3

Acquisition of existing
brands/franchises

SOCIAL MEDIA SITES
Used by Motor Dealers

Acquisition of new
brands/franchises

Facebook

Redevelopment/
relocation of premises

Twitter

Increasing number
of new sites

LinkedIn

Not planning to
grow the business
Other
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Introduction
I am really pleased to present
the results of our MHA motor
dealer survey.
Steve Freeman,
Head of the National Motor
Group at MHA
My first 2 years of leading our MHA motor
specialist advisory teams in providing support to
dealers across the UK have been very exciting.
The growth in our practice is demonstrated
through the volume and quality of the responses
we had to our survey. This allows us to provide
a very good insight and barometer into the
current confidence levels within our strong,
extremely dynamic and resilient sector.

Whilst the timing of the survey was such that we
have not been able to factor in the change in
respondents views and confidence levels
following the recent and unexpected Brexit
result, our followup discussions with our clients
have evidenced that there is a reduced level of
confidence in the sector. This is principally due
to the considerable uncertainty that the vote has
introduced.

I am also very pleased to refer you to the
excellent commentary which has been provided
on the survey and the sector as a whole by Sue
Robinson from the National Franchised Dealers
Association (NFDA).

The underlying UK car market is clearly strong,
but the Brexit uncertainty is very likely to have
an adverse impact on the level of buyers
changing their cars, as well as other operational
uncertainties such as the stability of a dealer’s
workforce, funding costs and the resultant level
of profitability in the short to medium term. The
sector is, however, extremely resilient and so it
will be interesting to see how this pans out in
the coming months and through the remainder
of 2016 and into 2017.

It is good to report that prior to the recent Brexit
vote there was a considerable amount of
positive news and optimism in the sector,
reflecting the level of sales volumes and growth
in the last few years and also the considerable
strategic activity which has been taking place. A
good proportion of dealer groups are continuing
to invest in the sector through developing
existing sites and/or the acquisition of more
franchises, sites or other dealers. Confidence
levels have certainly remained strong
throughout the first half of the year and the
survey demonstrates this.
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I would like to thank all of our participants to the
survey and to encourage any of our readers to
please take the opportunity to contact me or any
of the members of my national motor team
should you want to find out more or discuss how
we might support you.
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Profitability
Dealers Are Positive
With vehicle registrations on a downward trend in Q2 (aligning
to predictions that market growth would stabilise following a
record 2015) and registration growth being driven by fleet; our
dealer survey still shows that dealers, in the main, are positive
about the second half of the year and year end profitability, with
68% stating profits will either be static or growing*.
Over half of motor dealers (53%) believe that new car sales
targets are achievable, however, it should be noted that only
16% of dealers state that they do not rely on preregistration to
meet those targets.

Assuming that manufacturers continue to support PCP, dealers
believe that this trend is expected to continue; with only 28% of
respondents believing that peer to peer lending will impact
buying trends in the next 12 months.
With over 62% of respondents suggesting that F&I and add on
sales represents over 25% of their vehicle margin, it is positive
to see, post new FCA rules, that only 20% of dealers have
noticed a decline in F&I income over the past 12 months (with
86% expecting their current position to continue).
Sue Robinson, NFDA comments:

Sue Robinson, NFDA comments:
"It is encouraging to see that the majority of franchised
dealers are positive about the outlook for the retail motor
sector for the remainder of the year.
Although dealers feel their manufacturer targets are
tough, many believe they are achievable, even if pre
registrations are part of the ‘mix’. The consequence of
not meeting targets, for many, is a significant financial
risk. However, we should not ignore the minority of
dealers who believe their targets are unrealistic."
PCP continues to represent a significant element of new car
purchases, with 52% reporting that PCP contributes to over 70%
of new car purchases. Only 5 out of the 25 franchises, in our
sample, had less than half of their sites reporting less than 70%
PCP penetration.

52%

"The report indicates the importance of finance to the
sale of vehicles and dealers’ profit earnings. PCP’s
account for over 50% or more of new car sales. We
believe that this trend will continue as PCP continues to
replace traditional Hire Purchase for consumers.
Finance commission is an important contributor to the
vehicle margin, although only 18% said it made up 50%
or more of the total margin. Recent FCA changes
appear not to have affected finance commission
incomes, although the cost of complying with the new
rules is a significant concern for dealers."

*Survey views collated prior to Brexit vote

70%

52% of respondents reported that
contributes to over
70% of new car
purchases

PCP

www.mhauk.co.uk
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Used Car Margins

46%

of dealers
have
noticed a
decline in
margins.
Of those

74%

expect the
decline to
continue.
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We asked the motor dealers to describe their car
margins over the past 12 months. Mixed results
were seen regarding used car margins. Given
that all respondents noted reliance on used car
results for site profitability, it is concerning that
46% of dealers have noticed a decline in
margins. Of those, 74% are expecting their
current position to continue.
Having said that, it is interesting to see that over a
third (36%) of those who responded had
experienced growth in car margins. Of those,
78% are expecting their current position to
continue.

How Motor Dealers Would
Describe Their Car
Margins Over the Past 12
Months

Marketing
Service Plans
80% of respondents place service plans as
medium/high importance to grow aftersales
performance. Whilst the survey suggests that
companies will use a mixture of providers (own,
manufacturer's, EMaC's and eDynamix's) for
their plans, over half said that they use
manufacturer's plans. The highlevel of
manufacturer plans, which promote network
rather than dealership loyalty, does mean that
customer service is still paramount in ensuring
customer retention and loyalty.
Sue Robinson, NFDA comments:
"The sale of service plans appear to be an
important focus for dealers, giving them an
opportunity to develop long term
relationships with their customers and
allowing consumers to set their
maintenance costs for the period of car
ownership. In the survey, 46% of dealers
saw service plans as a high priority, with
34% indicating it was a medium one.
Manufacturers appear to be the main
supplier of the marketing plans, although
there are other options for dealers who
prefer not to be tied."

www.mhauk.co.uk
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Operations
Areas of Cost Increase
Motor Dealers Expect to
see Over the Next 12
Months

*Multiple responses included

Costs
The cost impact of staff retention and bringing high
quality individuals into the industry can be seen as
staff recruitment and pay rises are the top two areas
cited as having significant cost increases.
Compliance costs were also seen as a significant
future cost and capital spend is expected to continue
at the same level as the last 12 months, with 54% of
planned spend being more than £150k.
Recruitment is high on dealers’ agendas, as noted in
the costs section previously, with 87% of respondents
noting their intention to recruit. The main areas of
recruitment were expected to be in operational areas
of the business, with 72% of dealers looking for trained
technicians; 57% looking for apprenticeship
technicians and 57% looking for vehicle sales staff.
One significant measure which highlights the skills
shortage in the sector is that 28% of respondents
stated that their apprentice to technician ratio had
increased versus last year.
Interestingly, 68% of respondents said that they did not
run any business development centre, which may
suggest that recruitment is more aligned to staff
attrition than to meeting growth demands.

www.mhauk.co.uk

Sue Robinson, NFDA comments:
"Staffing dealerships appears to be an issue, with
over half of respondents concerned about
increased payroll costs and the majority of
dealers looking to recruit staff, particularly in the
workshop and showroom. The National Living
Wage and pension changes have added
significant operating costs to dealers and the new
apprenticeship levy will add further costs next
year. A shortage of skilled staff has also pushed
recruitment costs up, as dealers compete for the
small pool of qualified staff and struggle to ensure
they keep their existing employees. Although
maintaining and servicing modern cars has
become less time consuming than it once was,
there is still an increasing demand for technicians
as vehicle registrations increase and the car parc
grows. It is positive that over 50% of respondents
are looking to take on apprentice technicians to fill
this gap, hopefully encouraged by the new
apprentice rules and levy. The industry still needs
to address the skills gap if it is to thrive."
Over a third of dealers are also expecting significant
future costs relating to DMS. Whilst 64% of respondents
state that their DMS provides a sufficient level of data to
enable the business to be monitored quickly and
accurately, a third of respondents use additional
software to aid their business decision making.
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Social Media
Most Used
Social Media
Sites by Motor
Dealers

92%
68%
36%
32%
11%
*Multiple
responses
included

It is encouraging to see 75% of respondents
believe that they are actively managing their
information and cyber security risks. This still
leaves a quarter of dealerships open to potential
risk of attack, which is a concern given the reliance
on website/social media in the industry.
8% of respondents said they did not use social
media and there was one early adopter of
periscope (mobile live streaming).
Currently though these sites seem to be used
primarily for marketing products rather than driving
new business, 62% of respondents suggested that
less than 25% of enquiries come through these
sources and 19% were not able to measure this.

The mobile/digital landscape has changed
customers’ expectations significantly and what
customers expect from dealers. Dealers need to
embrace the technology available to ensure that
they retain competitive advantage.
Sue Robinson, NFDA comments:

In addition, where these sites were used, less than
25% of users (with the exception of Facebook at
55%) used these to promote customer feedback.
It is widely accepted that building customers’ trust is
fundamental in sales conversions, and more and
more that trust is sought via digital sources, so it is
surprising that social media isn’t used to its full
potential with dealerships relying on websites
(57%), other advertising (28%) and marketing
materials (21%) to promote customer feedback.
17% of respondents stated that they did not actively
promote customer feedback.

*Multiple responses included
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The adoption of video is more significant, with over
80% of dealers actively using it within their
business. Of those, 62% use it for Aftersales, 60%
in Used Sales and 45% in New Sales. This mode
of customer experience enhancement, especially if
personalised, builds the customer relationship and
is a real opportunity to convert queries into real
sales, so it is really encouraging that such a high
level of usage is already in place in the sector.

"Social media is being used by the majority
who responded to the survey, but it is
generally not being used for sales enquiries
and appears to be predominantly a marketing
tool. Most enquiries are still coming through
showroom walkins, with only a tiny minority
of dealers suggesting that a majority of
enquires were coming from social media
platforms. Most dealers were using a web
marketing site with the vast majority using
Autotrader."

Most Used Third Party
Marketing Sites by Motor
Dealers

www.mhauk.co.uk

Motor Dealer Survey 2016

The Future
Business Growth

Franchised Dealer Model

64% of respondents were looking to grow their
business within the next 12 months, with 44% of
those aiming to achieve this by organic growth/
redevelopment, 40% looking to grow via
acquisition, and 16% looking to increase sites. It
should be noted that acquisitions were not just
limited to the larger groups, a number of sub
£75m turnover businesses suggested that they
were also looking to acquire. However, it is
worth cautioning that, post Brexit, there may be
a shortterm slowing of M&A activity and
potential capital expenditure projects.

Our respondents were divided when it came to
whether they saw mainstream outlets such as
Rockar/Tesla transitioning into and becoming
an integral part of the franchised dealer model.
46% of respondents could see this happening,
of which 53% thought it would be within 5 years
and 42% thought it would be within 5 and 10
years. If this was the case, this will be a
significant shift in the current business/
infrastructure model we have today and should
be thought about in the ongoing strategy of the
business.

Sue Robinson, NFDA comments:
"The retail motor sector remains dynamic,
with respondents looking to redevelop a
dealership site, relocate and acquire more
franchises or other dealers. This is at a
time when there has been a significant
number of mergers and acquisitions in the
sector in the past 12 months."

www.mhauk.co.uk

Current product developments relating to
vehicle autonomy and external communication
ability still seem to be viewed as niche, with
63% of dealers stating that it had some, but not
a lot of impact on a buyers’ purchasing decision.
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Alternative Fuel Vehicles
With demand for alternative fuel vehicles (AFVs)
outpacing the market with doubledigit growth
(up 21.3% compared with the first six months of
2015) and AFVs now accounting for 3.2% of the
overall new car market (June 2016), we asked
motor dealers if they think it's likely that AFVs
will gain significant market share. 73% thought
that it will and 66% thought that it would happen
within the next 10 years.

Motor Dealers' Views as to Whether AFVs Will Gain
Significant Market Share

This shift to a new product type could have a
significant impact on the business model due to
the associated potential longterm reduction in
aftersales revenue and even the infrastructure
requirements due to the ability to offer mobile
servicing.
With approximately 31 million cars on the road
and at an average age of 7.5 years, this impact
will be longterm, but it is worth considering now
whether your franchise partner is well
positioned to take advantage of this market.

Number of AFV Registrations
for 2016 and 2016
Source: SMMT
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About Us
MHA Firms
MHA is a UK wide association of progressive and
respected accountancy and business advisory firms.
Each MHA member firm offers a broad range of
services including accountancy, tax and corporate
finance as well as sector specialisms.
We are the UK members of the international network,
Baker Tilly International. Through our membership of
Baker Tilly International we are able to provide premier
accounting, assurance, tax and specialist business
advice worldwide, drawing on internationally
recognised industry and service line experts in 141
countries.

Collectively we have

50

offices across
the UK

Services
Accounting and Financial Reporting
External Audit
Internal Audit, Control Reviews and Finance Function
Effectiveness Reviews
Forensic Reviews
Tax Compliance Support, Tax Planning and Mitigation
(corporation tax compliance and returns, capital
allowances claims, organisational structuring guidance,
optimising tax structures for acquisitions and disposals,
employment taxation advice and support, employee
incentive schemes planning, wealth management
planning, income tax, retirement and succession
planning)
VAT Advisory
Strategic Reviews
Corporate Finance Advice

Contact Us
If you have any queries about our motor
dealer survey or would like to know more
about the services MHA is able to provide,
please contact the team on:
01908 256706

www.mhauk.co.uk
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MHA Member Firm Offices
Broomfield & Alexander
www.broomfield.co.uk
Cardiff (Head office)
Ty Derw
Lime Tree Court
Cardiff Gate International Business Park
Cardiff
CF23 8AB
Tel: 02920 549939

Larking Gowen
www.larkinggowen.co.uk
Norwich (Head office)
King Street House
15 Upper King Street
Norwich
NR3 1RB
Tel: 01603 624181

Monahans
www.monahans.co.uk
Swindon (Head office)
3842 Newport Street
Swindon
Wilts
SN1 3DR
Tel: 01793 818300

Additional offices: Newport & Swansea

Additional offices: Bungay, Colchester, Cromer,
Dereham, Diss, Fakenham, Holt & Ipswich

Additional offices: Bath, Chippenham,
Frome, Glastonbury & Trowbridge

Carpenter Box
www.carpenterbox.com
Worthing (Head office)
Amelia House
Crescent Road
Worthing, BN11 1QR
Tel: 01903 234 094

MHA MacIntyre Hudson
www.macintyrehudson.co.uk
London City
New Bridge Street House
3034 New Bridge Street
London EC4V 6BJ
Tel: 020 7429 4100

Additional offices: Gatwick

Additional Offices: Bedford, Birmingham,
Canterbury, Chelmsford, Folkestone,
High Wycombe, Leicester, Maidstone,
Milton Keynes, Northampton, North London,
Peterborough & Reading

Tait Walker
www.taitwalker.co.uk
Newcastle (Head office)
Bulman House
Regent Centre
Gosforth
Newcastle Upon Tyne
NE3 3LS
Tel: 0191 285 0321

Henderson Loggie
www.hlca.co.uk
Dundee (Head office)
The Vision Building
20 Greenmarket
Dundee
DD1 4QB
Tel: 01382 200 055
Additional offices: Aberdeen,
Edinburgh & Glasgow

Additional offices: Northumberland & Tees Valley

Moore and Smalley
www.mooreandsmalley.co.uk
Preston (Head Office)
Richard House
9 Winckley Square
Preston
Lancashire
PR1 3HP
Tel: 01772 821021
Additional offices: Blackpool,
Kendal, Kirkby Lonsdale, Lancaster,
Liverpool, Manchester, Nottingham
& Southport

MHA is the trading name of MHCA Limited, a company limited by guarantee, registered in England with registered number: 07261811. Registered
office: Moorgate House, 201 Silbury Boulevard, Milton Keynes, United Kingdom, MK9 1LZ. Professional services are provided by individual member firms.
No member firm has liability for the acts or omissions of any other member firm arising from or in connection with its membership of MHA. Further
information and links to the member firms can be found via our website www.mhauk.co.uk. Arrandco Investments Limited is the registered owner of the
UK trade mark for Baker Tilly and its associated logo.
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To find out more about the
accountancy and business advisory
services MHA can offer, please
contact 01908 256706.
Follow us on:

www.mhauk.co.uk

