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USED CAR
RETAILING

28/06/2024, 10:35

The stock turn quandary
— quicker sales or hold
out for margin?

ven the rapid deprecatcn rate of
used car values in the current

s ortical thal car dealers
¢ furn policy nght firs

markel,
get ther s
bme.
Many will Look % reducs thei 02 1o gel 8 quick
sale and avord addtional stocking costs
Others will try to hold onlo the wehicle for as
long & possible unid ey get the desired price,
particularly gven the shortage of some models
Motor iInchstry axpert Mike Jones says deslers
nead %o base ther slock policy on ther own salling
Irack record and the cpportunity 1o sell the vehide
“First, they need %0 look 3t what they have been
known for and are good at seling,” says Jores
Then they need %0 ook al what the apportunly is
N e markst

reports

Rod Addis, semvor used car consultant at Hot Berry
Consulling, says that fo delermine a days-in-slock
policy that's right for them, dealers must irst work
out their break-even point. That is the number of
days before ther stocking costs outweigh ther
margn, he says

Addis, who spert more than two decades with
ompanks such as Reg Vardy Sylner and
Morcedes-Benz Retasl Group before going inlo
consultancy, says the cost of stocking a used vehide
indudes stocking inlerest, aditional marketing
chgial marketing, pant of sale, Ste mantenance
(valeting. etcl miscellanecus costs, goodwill, Late
pgewral vebide @penses, deprecation,

S, Iransport costs and overage slock

costs. On average, he says these costs amount %o
around E20 per day, per vehicke for the retailer.

N terms of 3 stock turn polcy’s du on. Addks
says e general rue of thumb & 45 days. with the
margin decreasng as new stock emers the market.
Aller thal pe b adds thatl any sale will typically
resudt in 3 net loss

Return on investment (RO0 s the primary
measure for successful used car stock manage-

a sound ur sland 15 wil be
kay when devising your stodiang pelicy,” says Adds
“Plan %o prevent overage stock by idertifying polen-
lial probiem velicles from day one and progressve
actons for each of the other key stages.”

Neil Smith, founder of Motorvait, says independent
deslers should ideally have & minimum of eight
stock turns per year, with the more proactive ones
having nine to 10. Incependent groups rarely trade
out of used stock vehides after 90 days. be adds

Independent relalers realse the value of the
addbonak revenue generated from selling 3 used
vehicle with fnance and value added products,
negatng the need 1o rade oul of slock al &
SONECa 065" 5ays Smih

In short, desler groups should regularly be
reviewing the stocking policy and not just when we
S changes in the level of deprecation Stock b
t5 the key to profitatelry.”

t's also key o put a scund buying plan in place,
Says Adds. This will ensure sold stodk is replaced
with the nght stock for the busness, he says

Jones adds that there 5 no reason why dealers
shouddnt hold ot for & buyer paying sticker price.

un
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Bt he says they need %o dearly explan o the
oustomer why it's valued & that price

I you've ot 8 desirable car and s priced right,
than you should be holding out for the sticker price
says Jones. “The challenge with that, however, is
explaring %0 customers who have been tsught that
they should always negabiate on price, that you have
prce-checked it on a regdar basis and s a far
figure for the vehide”

Smith 18kes the conlrary view. Bul he adds that
doasnt mean the wehicke has to be sold ¢t ™
cheapest pnoe in the market.

What needs 1o be understood is that at all limes
ther vehicles nead to be priced 10 market and rack
that market price.” says Smeh

To maximse cpporfunities and % retan the
maximum amount of profit, pricing 10 market aliows
A deslarship %0 ensure that its cars are visible at ak
times and by selling faster they will retan more
proft than by hokdng out on 8 price just because
thay think thats what it’s worth,

‘s anly worth what the majorty of nterested
consumers are willing %o pay and that is largsly now
dtated by price indicy publshed by the aggre-
gators, Consumars know what 3 gocd or great prce
s for that particular make, model or dervative. So,
unkéss you are there or thereabouts with that good
10 great pnoe day n, day out, Inevitably you wil it
your oppartunity to generate a lead.”

Adds agrees that, n 50me cases, retalers can hold
out for the sticker price. For example, if a stock
vehicle is in high demand. bul 8 scarce bul only for
3 short parnd. In other nslances, he says that the
45-day principle applics

Speed of sale is key o profitablity,” says Adds
VUsed car customens search and ressarch onkne
and prce 15 3 ey fackor In ensunng your stock IS
visbie 10 the widest possble sudence.

Reviaw used car prices o Jeast twice a wesk 0
ensure your stock remains prced %0 sell That
doesnt mean changng prices, but tracking the
miarket %0 ensure your Shock represents excelient
value

“When you consder the reslisable margin is
grestest on day one and the stocking costs are at
ther lowest & makes perfect sense 10 sell lasker as
opposed 0 wat
oustomer. Ths customer type will also check the
market price before commilting 10 buy”

Whie speed of 53l 15 Important, Jones says
retalers Jlso need %0 ensure they are geting a
return on their investment. That can be achieved,

Al Or waken

he says, by either making a faster stock tumn for a
slightly smaller proft or a slower tun for a bigger
Qain

Currently, deslers 39 having 10 %emper thar
speed of sale aspirations because of the shortage
of used car shock given the low leved of registrations
during the pandemic and post-pandemic perod,”
says Jones. “Many have lengthened thair stock turn
period and held out for higher profits because they
know they can replace the vehvdes ™

Gven that most dealer captal 5 bed up i car
stock, Addis says t's vital they improve their ROL By
seling them faster, not only will they ncrease ther
stock bamy but 3lso Inour less costs per sale, he
says. Added to that, he says that the volume salkes
increase drives proft into the servioe and perts
department as they prepare mone vehicles

“More 5ales gererale more part-eechange shock
both retal and trade” adds Addis “Trade slock
valued correctly is a source of profil. Relal part-
exchange stock has Always bean the best source of
stock for retalers oo

Jores says that once dealers have adopted a
stock bum palicy, the:

He advises aganst sales staft using thair disore
son when selling a vehicke that they may think = a
bl spedal warning thal 1 could soon become the
rde rathaer than the aeception

“The danger with using your discretion for a ‘one-
off" is that it can soon creep inlo other sales” says
Jones, S0 dsbestto g
sure that you're getting your ROL bt that you're also
able 1o replace the vehicke”

Snith agrees. He says that oflen. dealers have
considered stock to be special, anly for it to still be
in stock 180 days later.

The port of 8 velodily sales sirategy & O move
shock out 35 quickly a5 possibie, redaning as much

wed 1o siick o it

ci 10 your policy and make

A

Car Care Plan
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4

IF YOU'VE GOT A
DESIRABLE CAR
AND IT'S PRICED
RIGHT, THEN YOU
SHOULD BE HOLDING OUT
FOR THE STICKER PRICE

possibia” says Soth, W you deviate from
the palicy, you then make it subjective rather than
objectrve, and then you are open fo emotion
Addis says thal dealers 850 need 1o look al the
avalable vehcle data and review the Inerast in £
before making an informed decsion about how %o
Sedl it But he adds thal, if it sn'l gererating leads, #
shodd be quickly re-priced
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