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Welcome to the first edition of the Automotive Industry 
Intelligence Unit (IIU) for 2014. Internationally,
Grant Thornton member firms are leaders in automotive 
supply chain and dealership advice, with specialist teams 
across the globe dedicated to this industry.

In this Automotive IIU we concentrate 
on the following key areas of 
automotive dealership industry:

1 Overview of Australian automotive 
market in 2013

2 General update on vehicle sales 
for first four months of 2014

3 Vehicle imports

4 Outlook for 2014
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Calender year 2013 in review

Year on year growth has been strong since 2001 for automotive dealership vehicle sales in 
Australia, with the exception of 2008 and 2009 where the market fell 10.7% for the combined 
period as demonstrated in Figure 1 – Annual vehicle sales from 2001 to 2014. 

The Global Financial Crisis (GFC) was a welcome relief for the dealership industry. Prior to the GFC there was a 
large amount of stress in the market due to high interest rates, low manufacturer bonuses and excess supply of vehicles 
resulting in lower margins. The GFC allowed dealerships to increase profitability due to lower interest rates, lower 
stock levels, higher manufacturer bonuses and better management practices. At the same time, dealers have enjoyed the 
benefits from the GST on holdbacks ruling and government incentives. 

Figure 1 – Annual vehicle sales from 2001 to 2014

2013 produced a record result for the industry with annual sales totalling 1,136,227.  This figure is inflated due to 
dealers having registered cars in stock that have not been sold in order to meet manufacturer targets and to achieve 
bonuses. 

Interestingly, the market changed over the 2013 calendar period. For the first seven months of the year the market 
was up 4.6% (29,451 vehicles) but it closed the year only 2.2% up (24,195 vehicles). This was due to the market 
experiencing a fall from 1 August 2013 onwards. 

This change in market conditions combined with continued optimistic targets from individual manufacturers has 
placed pressure on the dealer network, leaving dealers overstocked.  
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According to the 2013 Motor Census, there were almost 17.2 million motor vehicles (including motorcycles) registered 
in Australia. In 2013, there were 750 vehicles per 1,000 residents in Australia which is an increase of 27 vehicles from 
the 2008 figure of 723. Tasmania had the highest rate with 853 vehicles per 1,000 residents while the Northern 
Territory had the lowest rate with 627 vehicles per 1,000 residents. Figure 2 – Motor vehicle registrations by population 
shows the movement by state between 2008 and 2013.

Figure 2 - Motor vehicle registrations by population

The average age of all vehicles registered in Australia in 2013 was 10 years which has been consistent for the last four 
years. Figure 3 – Average vehicle age of registered vehicles shows the average age for the period from 1971 to 2013.

Figure 3 - Average vehicle age of registered vehicles
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Calender year 2013 in review

State summary 
Vehicle sales in Australia are led by New South Wales (30.9%), Victoria (27%) and Queensland (20.5%) as shown in 
the Table 1 – Vehicle sales by state.

Table 1 - Vehicle sales by state

New South Wales 30.9%

Victoria 27.0%

Queensland 20.5%

Western Australia 11.0%

South Australia 6.2%

Tasmania 1.7%

Australia Capital Territory 1.6%

Northern Territory 1.0%

The market improved by 2.2% in 2013 on the back of strong growth in New South Wales (2.9%) and Victoria (4.6%) 
whilst Queensland sales fell by 0.8%. As mentioned earlier, the market changed in August 2013. 

Table 2 – Sales figures July 2013 – April 2014 outlines the last ten months (including January, February, March and 
April 2014). It can be seen that sales have experienced negative growth in eight of the last ten months and that the 
Queensland market has fallen for the last nine months straight. 

Table 2 - Sales figures July 2013 - April 2014
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

New South Wales 4.50 1.80 -0.5 -0.9 1.6 4.70 3.40 0.80 2.5 -1.4

Victoria 6.90 2.10 0.70 -0.40 7.00 4.30 -5.70 -4.10 3.8 -8.3

Queensland 2.10 -3.50 -5.50 -7.90 -9.80 -2.00 -1.70 -5.70 -5.70 -3.5

National 4.10 -0.20 -2.10 -3.10 -1.40 1.40 -3.70 -3.80 -0.1 -5.2

Brand comparison
Toyota continues to lead the market with 18.9% market share followed by Holden on 9.9% and Mazda at 9.1% as 
detailed in Figure 4 – Brand comparison by market share.

Source: Vfacts

Source: Vfacts
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Table 3 – Market share 2008-2013 looks at the changes in market 
share over the last five years. The key change has been the slide in 
market share of the key players – Toyota, Holden and Ford - since 
2008. These three manufacturers accounted for 46.8% of the market 
share in 2008 but only 36.5% in 2013. Both Ford and Holden have 
been effected by the declining popularity of the large car segment 
as Holden Commodore and Ford Falcon sales have fallen by 46% 
and 67% respectively. As a result, Ford has lost significant ground 
falling from third position (10.3% market share) to fifth position 
(7.7% market share). The key winners over the last five years have 
been Hyundai (increased from 4.5% to 8.5%) and Mazda (increased 
from 7.9% to 9.1%), whose growth has been assisted with new model 
releases by both manufacturers.

Table 3 - Market share 2008-2013
Major movements 2008 2009 2010 2011 2012 2013

Toyota 23.6 21.4 20.7 18.0 19.6 18.9

Holden 12.9 12.8 12.8 12.5 10.3 9.9

Mazda 7.9 8.3 8.2 8.8 9.3 9.1

Hyundai 4.5 6.7 7.7 8.6 8.2 8.5

Ford 10.3 10.3 9.2 9.0 8.1 7.7

Nissan 5.9 5.6 6.1 6.7 7.2 6.8

Mitsubishi 6.0 6.1 6.0 6.1 5.3 6.3

Volkswagen 3.0 3.2 3.7 4.4 4.9 4.8

Subaru 3.8 3.2 3.9 3.4 3.6 3.5

Honda 5.2 4.4 3.9 3.0 3.2 3.5

Whilst the market in 2013 was up 2.2%, it is important to look 
at the individual performance of each manufacturer. A number of 
manufacturers’ sales have increased while others continue to lose 
market share as shown Figure 5 – Movement in vehicles sales by 
brand: top 10 and Figure 6 Movement in vehicle sales: top 11-20 
that detail the  market share of the top 20 vehicle manufacturers. 
Interestingly, five of the top six brands experienced negative growth 
in a growing market. This is not surprising, however, given the 
continued increase in new models being imported into the Australian 
marketplace. It is also important to note that Mitsubishi and Honda 
are simply regaining market share lost in 2012.

Figure 5 – 2013 Movement in vehicles sales by brand top 10

Figure 6 – 2013 Movement in vehicle sales top 11-20
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Figure 4 - Brand comparison by market share
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Brand market share varies by State. Table 4 - Market share by state includes a summary which outlines 
material changes in market share by State. As expected, 2013 Holden and Ford sales were still supported by 
the manufacturing states of Victoria and South Australia. 

Table 4 - Market share by state
National QLD NSW VIC ACT TAS SA WA NT

Toyota 18.9 20.4 19.1 16.6 13.5 15.8 19.2 20.5 38.4

Holden 9.9 9.3 9.0 10.7 8.8 8.8 14.5 9.2 7.1

Mazda 9.1 9.7 10.0 8.6 10.6 7.8 9.0 6.9 7.0

Hyundai 8.5 8.7 8.7 7.1 8.6 7.8 7.2 12.2 6.7

Ford 7.7 6.8 6.4 9.8 5.8 11.8 7.8 7.6 4.3

Nissan 6.8 7.8 6.1 7.1 5.7 7.4 5.2 6.8 6.0

Mitsubishi 6.3 8.1 5.7 4.6 6.2 9.8 9.6 6.2 8.5

Volkswagen 4.8 4.1 5.1 5.5 8.6 4.9 3.7 4.0 2.6

Subaru 3.5 2.9 4.5 2.9 4.9 6.2 3.8 2.9 2.4

Honda 3.5 3.0 3.4 3.9 5.1 2.8 3.2 3.4 1.8

Whilst the Table 4 - Market share by state outlines market share, Table 5 - Sales movement 2013 details the 
movement in sales during 2013. This data shows consumer buying trends by State. Ford sales have fallen more 
than the national average in the manufacturing states of Victoria and South Australia. 

Table 5 - Sales movement 2013
National QLD NSW VIC ACT TAS SA WA NT

Toyota -1.6 -7.4 2.3 3.0 13.8 17.4 1.0 -11.8 -4.0

Holden -2.3 1.8 -4.6 -1.1 -7.2 9.4 -12.0 2.4 -1.2

Mazda -0.7 -0.4 -0.5 -1.1 -4.4 5.0 2.6 -4.7 12.2

Hyundai 6.0 6.6 8.1 8.1 8.9 2.2 12.9 -2.9 -1.0

Ford -3.5 -4.2 -4.3 -3.7 -12.3 20.5 -4.9 -0.8 -27.5

Nissan -3.8 -5.0 -2.9 -4.7 9.2 -3.1 -4.3 -1.7 -9.4

Mitsubishi 21.5 14.6 23.4 23.7 15.7 56.6 27.4 21.3 10.7

Volkswagen 0.1 3.5 -3.3 -0.6 -1.7 10.7 19.3 -0.7 2.7

Subaru - -13.7 -1.0 12.4 -4.5 2.8 10.1 0.1 -2.8

Honda 9.6 11.2 6.5 11.1 -8.6 31.0 21.1 9.6 -3.3

Calender year 2013 in review
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First four months of 2014 in review

The first four months of 2014 have continued the downward trend in vehicle sales which 
commenced in August 2013 – sales have fallen this year by 3.1% (11,085 units). While the 
market has fallen 3.1% for the first four months, it is important to look at the market by state, 
brand, segmentation and buyer profile. The fall in the market has been concentrated in the 
light commercial segment (down 9.3% or 6,025 vehicles) and the passenger segment (down 
3.1% or 5,420 vehicles).

State
As outlined in Figure 7- State growth, all states experienced negative 
growth in the first four months of 2014 with the exception of New 
South Wales which is on the back of strong growth in 2013. 

Figure 7 - State growth 

Brand
Figure 8 – Sales growth by brand – Top 10 demonstrates that 
despite the market being down 3.1%, a number of manufacturers 
have experienced an increase in sales as shown in the chart opposite. 
Holden, Mazda, Hyundai and Volkswagen have all gained market 
share, while Mitsubishi and Nissan sales have fallen significantly down 
11.6% and 34.8% respectively.

Mazda market share for the first four months of 2014 has reached 
10% whilst Mitsubishi and Nissan’s market share has fallen to 5.4%. 
The key reason for Mazda’s growth is the release of the Mazda 3 which 
represents 43% of Mazda sales (up 13.7% YTD). 

As outlined earlier in the report, the Top 11 to 20 brands continue to 
experience growth with the exception of Suzuki as shown in Figure 
9 – Sales growth by brand – Top 11-20.

Figure 8 - Sales growth by brand

Figure 9 – Sales growth by brand – Top 11-20

Source: Vfacts

Source: Vfacts

Source: Vfacts
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Market segmentation
The Australian automotive market is broken up into four segments:  
passenger (49.4%), SUV (31.1%), light commercial (17.0%) 
and heavy commercial (2.6%) as outlined in Figure 10 – Market 
segmentation. 

Each of the segments is broken into further categories. In this IIU we 
will focus on the passenger and SUV segments only. 

The passenger segment is broken down into a further eight segments 
as outlined in Figure 11 – Market sub-segmentation:  light (19.2%), 
small (47.7%), medium (12.7%) and large (9.2%). The movement 
within these segments is extremely important as dealerships receive 
a higher starting gross profit to the retail customer per vehicle for 
larger vehicles than for the smaller vehicles. The return on investment, 
depending on stock turns, can be greater in the small car segment 
depending on the brand. The large car segment which in 2002 held a 
35% market share has now reduced to only 9.2% of the segment. This 
is due to a number of factors including the changing buying patterns 
of fleet buyers. 

Figure 10 – Market segmentation 

Figure 11 - Market sub segmentation

Buyer profile
The key buyer profile areas are private, business, government and 
rental as detailed in graph Figure 12 – Buyer profile areas. The 
private buyer is the most profitable buyer whilst government and 
rental buyers leave dealers with minimal gross profit. In the first four 
months of 2014, there has been a fall in business buyers (down 7.4% 
or 10,297 vehicles) and rental buyers (down 9.4% or 1,423 vehicles) 
which account for the fall in the market.

Figure 12 - Buyer profile areas

First four months of 2014 in review
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Vehicle imports

With the recent decisions of Toyota, Ford and Holden to cease 
manufacturing cars in Australia, 100% of vehicles sold in Australia 
will be imported in future years. In 2013, Australian made vehicles 
sold in Australia fell a further 15.2% and now only account for 10.4% 
of the market. The continued reduction of consumer interest in 
Australian made vehicles will apply further pressure to manufactures 
and will likely bring forward the closure of the Australian plants. 
These closures are due to a range of factors including that, by 
international standards, the level of subsidy given to Australian 
manufactures has always been relatively modest in raw dollar terms. 
When this is combined with higher production costs and Australian 
dollar, the Australian manufacturers have long faced a considerable 
battle to remain competitive.

Table 6 – Australian sold vehicle sources includes a summary of where 
Australian sold vehicles are sourced. 63.9% of vehicles are sourced 
from Japan, Thailand and Korea.

Table 6 - Australian sold vehicle sources

2013 2012 Variance % 2013 Share

Japan 362,058 390,289 -7.2% 31.9%

Thailand 228,479 171,878 32.9% 20.1%

Korea 134,953 144,659 -6.7% 11.9%

Australia 118,510 139,796 -15.2% 10.4%

Germany 75,883 83,145 -8.7% 6.7%

Other 216,344 182,265 18.7% 19.0%

1,136,227 1,112,032

One of the key factors facing the market in 2014 is the expected fall 
in the Australian Dollar which will start to impact on vehicle pricing. 
Whilst, we do not expect to see a significant increase in pricing, we 
will see changes through reduction in manufacturer bonuses, more 
targeted low finance deals and potential change in the level of vehicle 
specification. 

Vehicle affordability still remains at historical highs due to:
1.  The higher Australian Dollar
2.  Low interest rates 
3.  Manufacturer bonuses

Over the short to medium term it is expected that the vehicle 
affordability trend will fall from the historical highs due to the lower 
dollar, lower bonuses and higher interest rates. 

Legislation
Given the recent news that all Australian 
vehicle producers will close by 2017, there 
is debate regarding the removal of the 
remaining tariff protection. The Australian 
Automobile Association wanted the 
Federal Government to outline its tariff 
reduction plan in the 2014-15 Federal 
Budget, but this did not eventuate. 

The key question is, will the Government 
elect for a completely deregulated industry 
through not only the removal of the 
5% tariffs on new car imports, but also 
removal of the specific tariff of $12,000 
per imported second-hand car and the 
luxury car tax on cars above $60,316.

Whilst the removal of the new vehicle 
tariffs and luxury car tax may bring further 
customers to dealerships as these vehicles 
become more affordable, the initial impact 
would be significant. How long will a 
consumer delay the purchase of a new 
car waiting for a price reduction? We 
saw during the GFC how government 
incentives were able to bring sales forward 
and there is no doubt this will happen in 
reverse with customers waiting months or 
even years to purchase their next new car. 

In addition, the effect of the removal of 
the specific tariff on second hand vehicles 
would also be significant. In New Zealand, 
where so called “grey imports” have been 
allowed for decades, used vehicle values are 
significantly lower than those in Australia 
and the ratio of used to new vehicles sold 
is also significantly higher. The substantial, 
one-off reduction in the value of used 
vehicles would not only be disastrous for 
a dealer’s used vehicle department but 
would also severely impact the sale of new 
vehicles as consumers endeavour to trade 
in vehicles with a market value well below 
their finance payout.

Source: Vfacts
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Outlook for 2014

The big question for 2014 is: what will happen to vehicle sales?

As outlined earlier, the market has fallen for seven of the last ten 
months. Whilst the market is down 3.1% this calendar year as at 30 
April 2014, it is likely that the fall for the year will be between 5% and 
7.5% with annual sales falling in the region of 1,050,000 to 1,075,000 
units. This figure again will be inflated due to dealers having registered 
cars in stock that have not been sold.

In addition, we forecast dealer profitability to fall during FY14. 
Dealers need to regularly review their operations and continue to 
strengthen their back end operations and increase efficiency. To date 
in the 2013-14 financial year, we have seen a greater divide between 
the performance of good dealers and underperforming dealers. Dealers 
that are performing well will continue to make adjustments quickly to 
ensure they are maximising their position.

Let us consider in detail three of the key drivers behind vehicle sales 
numbers:

•  Consumer confidence
•  Business confidence
•  Manufacturer incentives/bonuses

Consumer confidence 
The recent Westpac Melbourne Institute of Consumer Sentiment 
report issued on 21 May  2014 reported a fall in consumer confidence 
in May 2014 of 6.8 percentage points from 99.7% in April 2014 
to 92.9% in May 2014. The report indicated that the sharp fall in 
the index is clearly representative of an unfavourable response to the 
2014-15 Federal Budget and put the index at the lowest level since 
August 2011. Not surprisingly, consumers are worried about rising 
interest rates and unemployment which will have a negative impact 
on consumer confidence. Figure 13 – Consumer sentiment below 
outlines the historical index below.

Figure 13 – Consumer sentiment 

Business confidence
The NAB monthly business survey released in April 2014 was 
encouraging.  Despite the negative rhetoric in the lead up to the 2014-
15 Federal Budget, the index rose by 2 points to +6. As shown in the 
Figure 14 – Business confidence, confidence has fallen from the high 
experienced post the 2013 election. 

Figure 14 – Business confidence

Manufacturer incentives/bonuses
The reliance on manufacturer bonuses and incentives has increased 
over the past 12 months. We have also seen a trend away from the 
traditional incentive towards low finance deals which have been 
successful in driving sales for several brands including Nissan, Ford 
and Toyota. For many brands the level of incentives, either traditional 
or through a low finance deal, was significantly higher early in the 
calendar year and as the yearly budget declined, spending has slowed 
along with sales. 

1

Bulletin

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are 
reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

Consumer Sentiment plummets – adverse response 
to budget

The sharp fall in the Index is clearly indicating an unfavourable 
response to the recent Federal Budget. This puts the Index at its 
lowest level since August 2011, before the Reserve Bank began its 
recent rate cut cycle. Since November 2011 rates have fallen from 
4.75% to 2.5% and the Index is now back below pre-rate-cut levels. 

The fall of 6.8% is comparable to the 7% fall we saw in the Index 
in May 2013 (from 104.9 to 97.6). That sharp fall was also 
in response to the Budget in that year and came despite the 
Reserve Bank cutting rates in the same month. 

Confirmation that the Budget was the key driver in both years is 
the response to a special question in the survey which was run 
in both years asking: “What impact do you expect the Federal 
Budget to have on your family finances over the next 12 months?” 

For 2014 the responses were: 3.1% (improve); 37.7% (stay the 
same); 59.2% (worsen). That compares with responses in 2013 of: 
5.6% (improve); 48.7% (stay the same); and 45.6% (worsen). 

The initial response to a Budget can sometimes be an 
overreaction. For example, in 2013 the Index bounced back by 
4.7% in June. 

It is also true that it is not unusual for Sentiment to plummet at 
Budget time. Other comparable falls were: May 2010 (–7%); May 
2009 (–4.3%); May 2006 (–6.4%); and May 1995 (–7%). 

As indicated by the “special question”, respondents were 
particularly concerned about the impact of the Budget on their 
own finances. The sub-index tracking assessments of ‘family 
finances compared to a year ago’ fell by 11% to its lowest level 
since July 2013. The sub-index tracking expectations for ‘family 
finances over the next 12 months” slumped 23% to its lowest 
reading on record. There was also concern about the near term 
economic outlook: the sub-index tracking expectations for 
‘economic conditions over the next 12 months’ fell by 14.2% to its 
lowest level since August 2011. 

In contrast, respondents seem to be signalling that the Budget 
will assist the economy over the medium term. The sub-index 
tracking expectations for ‘economic conditions over the next 
5 years’ was boosted by 11%, while the sub-index tracking 
assessments of ‘whether now is a good time to buy a major 
household item’ rose by 3.2%. 

Despite the overall negative response to the Budget, respondents 
did not expect their job prospects to deteriorate. The Westpac 
Melbourne Institute Index of Unemployment Expectations was 
largely unchanged declining from 159.1 to 158.3. 

21 May 2014

• The Westpac Melbourne Institute Index of Consumer 
Sentiment fell by 6.8% in May from 99.7 in April to 92.9 in 
May.    

In contrast, attitudes towards the housing market took a tumble. 
The index tracking assessments of ‘whether now is a good time 
to buy a dwelling’ fell by 6% and is now at its lowest level since 
November 2010, when the Reserve Bank had been lifting interest 
rates, and 25% off its highs of September last year. This response 
is unlikely to be solely driven by the Budget. Respondents have 
been lowering their confidence levels for some months. Between 
September last year and April the Index had already fallen by 20%. 

Confidence around housing is particularly fragile in the 
major states with the Index being down by around 30% from 
September’s highs in both NSW and Victoria. 

Waning confidence in the housing market is also apparent in the 
Index of House Price Expectations. The Index fell by 9.8% in May 
to its lowest level since January 2013. Concerns over high prices 
and limited affordability are likely to be the key reasons behind 
these trends. 

The Reserve Bank Board next meets on June 3. As indicated in 
the minutes of the May Board meeting, the RBA expects to keep 
rates on hold “for some time yet”. The big issue for the Bank and 
the economy will be whether this strong reaction from consumers 
indicates that the recent improving trend in consumer spending is 
interrupted. While households have clearly reacted to some very 
unnerving headlines, the Budget has clearly been structured to 
minimise its impact on the fragile recovery. 

Over the first 3 years of the Budget savings measures will only 
‘take’ around 1% of GDP out of the economy and only $1.7bn 
(0.1% of GDP) in 2014/15. The major savings are structured 
around the out years from 2017/18 onwards. 

Over time households will recognise this strategy and it seems 
unlikely that the Budget will derail this recovery in the face of a 
strong lift in household wealth (around $700bn) associated with 
recent house price increases; a very high household savings rate 
which is supporting a substantial strengthening in household 
balance sheets; and very low interest rates that are likely to 
remain in place until the second half of 2015xx

Bill Evans, Chief Economist
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