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Pre-tax profits as a percentage of sales for dealers through May 2022 remains excellent. The overall average monthly
results are as follows: January 5.3%; February 5.0%; March 5.6%; April 4.9%; and May 4.8%. We regularly have dealers call
to discuss the car business. Many will say they want / need more inventory, especially new vehicles. We always ask them how
their profit margins are compared to pre-2020 Covid pre-tax profits. They always say their profit margins are much higher
now. We asked them what will happen to their pre-tax percentage of sales profit margin if they have much more inventory.
They then realized they do not really want more day’s supply of new and used vehicle inventory like in the past. Dealers
should generally want to maintain the current day’s supply while having the higher pre-tax net profit percentage of sales.

MONTHLY FINANCIAL RESULTS - APRIL 2022

APRIL BETTER APRIL WORSE APRIL BEST NET PROFIT % AVERAGE

THAN MARCH  THAN MARCH MONTH 2022 SALES APRIL MONTH SALES
CHRYSLER 45% 55% 20% 4.6% $4.3 million
FORD 70% 30% 65% 6.0% $4.6 million
G.M. 50% 50% 50% 3.9% $4.6 million
IMPORTS 35% 65% 35% 5.6% $5.6 million
OVERALL 50% 50% 40% 4.9% $4.5 million

MONTHLY FINANCIAL RESULTS - MAY 2022

MAY BETTER MAYWORSE ~ MAYBEST  NET PROFIT

THANAPRIL THANAPRIL MONTH 2022  %SALES  RATIO NEW TO USED
CHRYSLER 50% 50% 15% 4.8% 40% 60%
FORD 25% 75% 25% 4.9% 30% 70%
G.M. 30% 70% 10% 4.0% 35% 65%
IMPORTS 50% 50% 10% 5.8% 45% 55%
OVERALL 45% 55% 15% 5.0%

For May 2022 pre-tax net profits results by profit margin:
15% made less than 4.0% of sales
15% made 4.0% — 5.0% of sales
70% made over 5.0% of sales
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Factory New Vehicle Inventory
Issues

There are many issues occurring with new vehicles from
inventory availability, changes in assigned vehicle inventory,
vehicle sales effectiveness, and possible future legal disputes.
Many of these issues concern many dealers and when
reading this do not ignore for some of these issues might
affect your dealership in both the short term and middle

term; 1-10 years.

Dealer sales effectiveness is considerably below factory
metrics even though the dealer has less than a 10-day supply.
One dealer had a 75% sales effectiveness selling over 100
new units and having less than a 10-day supply. How can this
be? Impossible. This factory might use these much less then
100% new vehicle sales effectiveness to “force” upon this
dealer two to three years from now certain financial issues.
This dealer needs to plan ahead, hire a firm to analyze these

metrics to respond, and be prepared for the future.

With new vehicle inventory overall shortages, it appears
some dealers are being shorted in new vehicle inventory. This
is easy to measure by actually counting new units on several
same franchise dealer lots versus the number of new vehicles
being sold by those dealers and computing day's supply.
Dealers need to document these metrics and let their factory
know in writing. We personally went to several same makes
franchises counting new inventory versus reported sales and
it was obvious there was an allocation problem for this group

of same make dealers.

Dealer’s factory reports reflect so many new units in stock,
even though in some cases these factory reports have units
reported in the dealer’s inventory even though several
vehicles have been on the factory inventory report for several
months but not yet received by the dealer. This causes the
dealers inventory level and day’s supply to be mis-computed.
You might have your staff confirm weekly the accuracy of

the factory inventory report and write the factory for any

discrepancies.

Dealers in the past might purchase from an accounting
perspective all new units they have received on a factory
invoice even though the vehicle had not yet arrived. This may
have not mattered in the past, but it hurts certain dealers

in their today “available” new vehicle day’s supply. We

suggest you do not put on your accounting records any new
vehicle that has not physically arrived and is not in a salable

condition (missing some equipment).

We have read a factory e-mail about high demand and
limited production products that generate very high gross
profit margins where the factory is changing the length of
warranty terms if the customer did not keep the new vehicle
purchased long enough. We kept a copy of the e-mail on this
issue. We guess it is acceptable for a factory to keep raising
the price of extremely desirable limited production new
vehicles, but it is not acceptable for a dealer to charge more
or the initial customer reselling the vehicle for a profit. Many
would call this to be hypocritical of the factory. It is obvious
that this factory does not understand basic economics and
the penalty for someone re-selling this vehicle too soon will
be penalized. What about the innocent buyer of the second

sale not knowing about the consequences?

Some factories are currently assigning dealers a revised new
market area assignment. Generally speaking, dealers should
want a smaller area of responsibility than a larger area of
responsibility. One reason is at times the dealer’s factory sales
effectiveness will be higher, better for the dealer, than lower.
We have seen several of these re-assessed market areas
when they have obvious “oversights.” This includes distance,
drive time distance to competitive same make dealers,

not allowing for rivers and bridges, state lines, quality of
highways, and other issues. You need to review these new

market assignments or it could cost you in the future.

Factory Relations

We regularly talk to dealers about their requests and
relations with factory representatives. Frequently on
factory “disputes,” the dealer only has their “memory”
on issues discussed and the factory representative’s
memory is different than the dealer. Often times the
factory representative has a written summary in the
dealer’s file. Occasionally this factory written summary
differs from the dealer’'s memory. We regularly
suggest to dealers they send e-mails to their factory
representative to memorialize conversation and
issues. We advise all dealers to do this, if you are not
good at writing e-mails, have someone who can at
the dealership write and send this e-mail to both the
factory representative and dealer file.
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Monthly Sales and Profit Survey May 2022

Make YTD Sales o::eDr ﬁ"':;i‘]e YTD Net Prfit % MTD Sales o“:'th ﬁ\;:irf:e 'ﬂ:;%,:\‘;t
CHRYSLER $49,244,000 $8,980,000 8.4% $11,311,000 $1,956,000 8.4%
CHRYSLER $38,282,000 $6,451,000 7.7% $8,301,000 $1,330,000 7.5%
CHRYSLER $38,434,000 $6,790,000 5.5% $8,597,000 $1,460,000 5.9%
CHRYSLER $19,442,000 $2,718,000 7.5% $4,087,000 $576,000 7.3%
CHRYSLER $16,632,000 $3,177,000 5.1% $4,151,000 $727,000 5.6%
CHRYSLER $12,587,000 $2,400,000 5.5% $3,247,000 $553,000 6.6%
CHRYSLER $11,440,000 $2,283,000 7.9% $2,719,000 $540,000 7.3%
CHRYSLER $12,446,000 $2,916,000 9.8% $2,768,000 $553,000 7.2%
CHRYSLER $16,071,000 $2,739,000 6.3% $2,911,000 $548,000 6.7%
CHRYSLER $18,115,000 $2,468,000 43% $3,534,000 $500,000 4.4%

AVERAGE CHRYSLER  $23,269,300 $4,092,200 6.8% $5,162,600 $874,300 6.7%

FORD $59,645,000 $7,679,000 5.2% $12,298,000 $1,597,000 4.2%

FORD $41,491,000 $8,477,000 5.1% $7,684,000 $1,549,000 5.3%

FORD $31,840,000 $5,261,000 3.9% $6,197,000 $1,002,000 3.7%

FORD $26,363,000 $5,342,000 6.1% $4,796,000 $1,021,000 5.2%

FORD $14,266,000 $2,349,000 3.7% $3,614,000 $614,000 6.1%

FORD $31,824,000 $4,474,000 4.5% $5,707,000 $852,000 3.7%

FORD $16,500,000 $2,648,000 6.3% $3,233,000 $483,000 6.2%

FORD $11,348,000 $1,937,000 6.9% $2,731,000 $456,000 6.8%

FORD $10,530,000 $1,780,000 6.0% $2,502,000 $431,000 7.1%

FORD $10,744,000 $2,143,000 7.9% $1,970,000 $422,000 7.4%

AVERAGE FORD $25,455,100 $4,209,000 5.5% $5,073,200 $842,700 5.6%
GM $58,375,000 $10,082,000 7.4% $11,420,000 $1,937,694 7.0%
GM $36,634,000 $4,894,000 6.0% $7,848,000 $987,000 5.3%
GM $26,468,000 $4,646,000 5.5% $5,784,000 $905,000 4.8%
GM $22,785,000 $3,185,000 5.7% $4,710,000 $645,000 5.6%
GM $27,820,000 $4,283,000 3.8% $5,965,000 $934,000 4.2%
GM $41,355,000 $4,649,000 1.5% $9,920,000 $1,032,000 2.1%
GM $16,648,000 $2,717,000 47% $4,204,000 $615,000 4.8%
GM $19,994,000 $3,288,000 4.8% $4,486,000 $680,000 41%
GM $15,450,000 $2,600,000 6.1% $3,495,000 $516,000 5.1%
GM $15,790,000 $2,638,000 5.2% $2,672,000 $525,000 6.5%
GM $15,146,000 $1,763,000 3.7% $3,206,000 $371,000 5.1%
GM $21,991,000 $3,995,000 3.6% $4,221,000 $795,000 3.9%
GM $21,749,000 $2,970,000 3.8% $4,048,000 $536,000 3.9%
GM $27,463,000 $4,129,000 3.1% $5,306,000 $805,000 2.9%
GM $17,097,000 $3,215,000 5.7% $3,516,000 $630,509 43%

AVERAGE GM $25,651,000 $3,936,933 47% $5,386,733 $794,280 4.6%
IMPORT $70,254,000 $16,218,000 10.6% $14,486,000 $3,454,000 10.8%
IMPORT $37,320,000 $7,146,000 7.5% $8,803,000 $1,655,000 7.5%
IMPORT $41,967,000 $8,682,000 7.7% $8,659,000 $1,767,000 7.5%
IMPORT $48,979,000 $9,622,000 6.8% $11,085,000 $2,336,000 5.2%
IMPORT $49,087,000 $8,938,000 5.8% $9,568,000 $1,832,000 5.8%
IMPORT $31,058,000 $5,802,000 8.8% $6,489,000 $1,165,000 8.3%
IMPORT $38,156,000 $9,011,000 6.9% $7,251,000 $1,800,000 7.1%
IMPORT $21,032,000 $4,297,000 9.8% $5,060,000 $971,000 9.4%
IMPORT $27,731,000 $5,933,000 9.0% $5,002,000 $1,161,000 9.5%
IMPORT $22,684,000 $3,936,000 6.9% $5,739,000 $908,000 7.2%
IMPORT $17,791,000 $4,607,000 10.1% $3,687,000 $957,000 10.7%
IMPORT $28,245,000 $7,474,000 8.8% $4,980,000 $1,286,000 7.6%
IMPORT $33,613,000 $5,928,000 4.8% $6,283,000 $1,188,000 5.6%
IMPORT $23,353,000 $4,988,000 8.7% $4,544,000 $962,000 11.9%
IMPORT $15,168,000 $2,994,000 5.0% $3,412,000 $729,000 6.8%
AVERAGE IMPORT $33,762,533 $7,038,400 7.8% $7,003,200 $1,478,067 8.1%
AVERAGE $27,568,940 $4,952,840 6.2% $5,764,140 $1,025,104 6.3%
MEDIAN $23,069,000 $4,290,000 6.0% $4,888,000 $906,500 6.2%
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Gross Profit -Departmental

We recently were asked to perform an analysis for a G.M. dealer and let them know how their departmental gross profit
measured by comparing each department. If you prepare this analysis and find by chance your service and parts gross profits

are low, this might indicate the size of these two departments are not as large as they should be.

New Front-end Gross Profit percentage of all departments 19%
New F & | Gross Profit percentage of all departments 6%
Used Front-end Gross percentage of all departments 25%
Used F & | Gross Profit percentage of all departments 10%
Service Gross Profit percentage of all departments 19%
Parts Gross Profit percentage of all departments 12%
Other Income 9%

€LLZ'ELT 18 Buoyd
§1009 I ‘PleY92Q
00€ duNnS ‘yuoN Aempied ¢

wodeA|Isjpeydiw@iuayd :jlewy

dsupied - ydD U |1Yd
:19B1U0D) 'UOII_WIOLU| BJO|A JO-

WO IBA|IS|9BYDIIN

SI0SIAPY/ | SVdD

19A|IS[OEYDIN 1



