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For immediate release
Independents fare better as franchised dealers lose out on profitability, says Trend Tracker’s latest MFBI report
Highlights
· Market volume has risen 25% and market value by 68% in last decade to reach 7.73m and £43.5bn in 1996, down 270,000 units/£2.4bn from the peak of 2004.

· Today’s average used car price is estimated at £5,625, again down from 2004.

· Market growth is forecast to resume from 2008, to reach 8.33m units and a value of £55.4bn in 2011

· Average used car prices will rise by 18% to £6,650 by 2011

· Independent dealers’ market share has risen since from 27% to 34% over the past decade; although on average franchise dealers sell 50% more used cars than 10 years ago, their share has stuck at 28%.

· The number of used car outlets is forecast to fall over the next five years – independent dealer numbers falling by 8% and franchise dealers by 7%.

· On average, independent dealers make bigger profits per used car sale than franchised dealers, despite selling lower-priced cars with lower operational efficiency – because they can control their purchasing and stock profiles.

The latest edition of the automotive research firm Trend Tracker’s MFBI report on The Future of the UK Used Car Market* - Europe’s largest used market - shows that demand for used cars has grown by 25% over the last decade to reach 7.73 million sales. The value of the market has grown much faster – by 68% since 1996 - to reach an estimated £43.5 billion this year.

The used car market peaked at nearly 8.0 million units with a market value of £45.9 billion in 2004.  Since then, used car volume has fallen by 3% to an estimated 7.73 million units this year, while the used market has lost £2.4 billion or 5% in value, to an estimated £43.5 billion for 2006.  The has been due to a decline in consumer confidence which began with the London bombings in July last year and which has been compounded by higher council tax and fuel bills and interest rate increases since then.
Independent dealers make bigger used car profits

Franchised dealers, according to a survey carried out by Trend Tracker for the new report, carry more used car inventory than independents (even with a sample of the latter including superstores). They sell an average 409 used cars per annum compared to the independents’ average 251 – and franchised dealers turn over their used car stock in an average 56 days compared to independent dealers’ average 76 days.

However, because independent used car dealers’ have on average lower inventory and reconditioning costs than franchised dealers (£207 vs £266 per unit), they retain bigger profits, despite selling on average lower-priced vehicles (£6,400 versus £9,300 respectively), their gross profit per unit is on average £1,075 against franchised dealers’ average £975.

Unlike franchised dealers’ whose used car offerings are often focused on their manufacturers’ own-brand remarketing programmes,  independent dealers are free to source stock where they can find it, and are more likely to be able to specialise in growth segments of the used market - such as nearly-new cars, performance cars, imports, prestige cars and older used cars.

Further findings from the report

Rising household debt
Rising consumer indebtedness which is estimated in the MFBI report to reach £1.44 trillion by the end of 2006, most of which is mortgage debt, has become more of a concern for households which are beginning to save a higher proportion of income as a result of future economic uncertainty.  The decline in consumer confidence and discretionary spending has meant that not only has sales of new cars fallen, but demand for used cars has been affected too.  
Lower demand for higher value used car
Average used car purchase prices peaked in 2004 £5,745 as more buyers opted for more expensive cars, especially those worth over £8,000 which accounted for one third of all used car sales.  Demand for cheaper used cars under £6,000 has steadily fallen since 1996 from 77% of all used car sales to 50% in 2004, but since then demand for lower cost used cars has turned up to account for 4.26 million units and 55% of total used car sales.  Consequently average purchase prices fell back in 2005 to an average retail value of £5,625.

Market shares by retail sector: independents lead
The decline in used car demand has affected franchised dealers to a greater extent than independent dealers, a high proportion of which specialise in lower cost used cars.  Franchised dealers’ share of the used car market has stuck at 28% since 1998 while independent dealers have taken a growing share – accounting for 34% of all used car sales last year vs. 27% a decade earlier, influenced to a great extent by the rising volume of sales accounted for by used car superstores XE "superstores" .  Other sales channels, including internet sales, have increased their combined share from 3% in 1998 to 7% in 2005 as internet usage has grown XE "eBay" .
Market volume and value forecasts

Trend Tracker’s new report forecasts that used car demand will grow by 8% between 2006 and 2011 from 7.73 million to 8.33 million units, more slowly than it did between 1999 and 2004.  But average used car prices are forecast to rise much faster than demand volume - by 18% between 2006 and 2011, from £5,625 to £6,650.  The total value of the used car market at current prices is forecast to rise by 27% from £43.4 billion in 2006 to £55.4 billion by 2011.

Retail channel forecasts
The overall number of dealers XE "dealers"  selling used cars in the UK is forecast to decline by 8% from 10,775 outlets in 2006 to 9,940 by 2011.  The number of franchised dealer outlets, assuming each sells used cars, is expected to decline by 7% from 5,575 outlets to 5,200.  The number of independent used car dealers will decline at a marginally faster rate of 8% from 5,200 outlets to 4,740.

Despite a forecast upturn in the number of used car sales from 2008 onwards, the number of outlets selling used cars will continue to fall, although the survivors will increase in average size in order to compete with franchised dealers XE "franchised dealers"  and used car superstores XE "superstores" .  Low-to-non-existent margins XE "margins"  on new car sales are expected to encourage growing numbers of franchised dealers XE "franchised dealers"  to abandon their new car franchises and become authorised repairers concentrating on service and mechanical repairs supported by growing used car sales operations.  

- ENDS -
*Trend Tracker’s MFBI study, The Future of the Used Car Market 2006-2011, covers UK used car market data from 1996 to 2006 and provides forecasts to 2011, in over 190 pages of facts, figures and strategic insights on the market and its retail channels. It is priced at £795.00.
For more information on this report, please contact charles@trendtracker.co.uk, call 0870 421 4350, or visit www.trendtracker.co.uk.  Author Robert Macnab, Trend Tracker’s director of published research, is available for interview.
