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Introduction

As FY27 begins, Australian dealers face a very different operating environment to the one that delivered
record profits just a few years ago. Strong demand and supply constraints once lifted margins, but today the
focus has shifted to managing tighter profitability, rising costs and increasing competition.

In this environment, sustainable profitability is no longer about selling more vehicles. It is about building a
business that keeps customers engaged throughout the ownership journey and captures value at every stage.
Service, parts, finance and insurance, used vehicles and effective customer relationship management are no
longer supporting functions. They are becoming the key drivers of long-term profitability and growth.

The front-end model is under pressure

The traditional distribution model is placing increasing pressure on dealer profitability. OEM stocking
requirements, target-based incentives, facility investments and rising customer expectations all add cost,
while new vehicle margins remain tight. The result is a business that often needs to sell more vehicles simply
to maintain profitability.

Yet volume alone is no longer the most meaningful measure of success. In an increasingly competitive
market, profitability is being driven by factors such as retained gross profit, parts and service absorption, and
customer lifetime value.

With around 1.2 million new vehicle sales spread across more than 70 brands, competition for market share is
intensifying. Not every franchise will be able to sustain a profitable footprint in such a crowded market. As a
result, dealers are shifting their focus from chasing volume to strengthening the areas they can control,
including aftersales performance, customer retention and operational efficiency.

KPI callout: High-performing dealerships typically target gross profit of 15%, expenses-to-sales of 12%, and
net profit-to-sales of 3%. The real measure of success is not how many vehicles are sold, but how effectively
sales activity is converted into sustainable profit.

A strong back end is now essential

Service and parts will be critical to dealership profitability in FY27 and beyond. Leading dealers no longer
view fixed operations as a support function. They see it as a core profit driver that helps offset pressure on
new vehicle margins.

The value of retaining service customers is significant. Every workshop visit creates opportunities for labour
revenue, parts sales, accessories, future used vehicle supply and, ultimately, the customer's next vehicle
purchase. When customers leave the service network, dealerships often lose those future revenue
opportunities as well.

Despite this, many workshops continue to be constrained by low-margin warranty work, inconsistent booking
practices, poor utilisation and low hours per repair order. To improve profitability, dealerships need a steady
pipeline of quality retail repair orders and a strong parts and service absorption rate. The workshop should be
managed as a profit centre, with a clear focus on productivity, retention and revenue growth.

KPI callout: High-performing dealerships should typically target retail repair orders equal to 33%—-50% of
monthly new and used vehicle sales, gross profit of at least $250 per repair order, and approximately $0.87 in
parts gross profit for every $1 of labour gross profit. These measures provide a practical indicator of workshop
productivity, parts performance and service retention.

EV uptake makes customer retention more urgent

EV adoption is reshaping dealership profitability. In June 2026, battery electric vehicles (BEVs) accounted for
23.3% of new vehicle sales in Australia. When hybrids and plug-in hybrids are included, electrified vehicles
represented almost half of all new vehicle sales. This shift has significant implications for fixed operations, as
EVs generally require less routine maintenance than internal combustion engine (ICE) vehicles.
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As EV volumes grow, dealerships need to strengthen customer retention from the point of sale. Prepaid
service plans can help secure ongoing engagement while creating opportunities across servicing, software
updates, accessories, finance renewals and future vehicle purchases.

Dealers will also need to broaden their aftersales offering. As traditional servicing revenue declines, growth is
likely to come from areas such as tyres, wheel alignments, paint and panel repairs, accessories, charging
solutions and other ownership-related services. These revenue streams can help offset lower maintenance
requirements while supporting long-term customer retention.

Smarter Customer Retention Management (CRM), stronger profitability

A disciplined CRM strategy may be one of the most underutilised drivers of dealership profitability. More than
a database, an effective CRM connects sales, service, parts, F&l and used vehicles around a single customer
view, helping dealerships identify service opportunities, finance renewals, trade-in prospects and accessory
sales at the right time.

In a market where margins are under pressure, the dealerships that own the customer relationship are best
positioned to grow profit. Those that only manage the initial vehicle sale risk missing valuable opportunities
throughout the ownership journey.

A strong CRM process should automatically prompt service reminders, follow up declined work, flag finance
contracts nearing renewal, identify vehicles moving into positive equity and alert sales teams when customers
are approaching a likely changeover cycle. Used effectively, CRM becomes a daily action plan rather than a
record of past transactions.

For example, a customer who declines tyres, brakes or a major service item should trigger a structured follow-
up process. Likewise, a customer with a well-serviced three or four-year-old vehicle and finance approaching
renewal represents an opportunity across retention, F&l and used vehicle sourcing. Before investing in new
leads, dealerships should ensure they are maximising the opportunities already within their customer base.

The return of F&l as a key profit driver

Finance and insurance (F&l) is once again becoming a key contributor to dealership profitability. During the
supply-constrained years, strong vehicle margins and reduced discounting helped offset weaker F&I
performance. As market conditions normalise, F&l penetration, compliance and process discipline are back in
focus.

The opportunity is not about selling more products. It is about embedding F&l into the customer journey in a
professional, compliant and customer-focused way. Dealerships that use CRM data to identify the right
opportunities at the right time will achieve stronger results than those that treat finance as a final step in the
sales process.

The strongest performers integrate F&I with sales, service and used vehicles, using early equity identification,
structured changeover discussions, finance renewals and customer-sourced vehicle acquisitions to drive
repeatable profit and retention.

KPI callout: Leading dealerships typically target finance penetration of around 60% across new and used
vehicle sales, income of approximately $2,500 per contract and at least $1,500 per vehicle retailed. Achieving
these results requires early involvement from the business manager, effective use of CRM data and a
disciplined approach to finance renewals throughout the ownership lifecycle.

The dealership must become the destination

In a fragmented market, OEM brands alone are no longer enough to attract and retain customers. The
strongest dealerships build value across new and used vehicles, servicing, parts, finance, accessories and
ongoing customer support.

Customers increasingly compare brands, price points and powertrains. Dealerships that retain customers
through fixed operations and maintain strong ownership relationships will be better positioned to grow profit
and withstand market pressures.
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While the showroom generates demand, long-term profitability is driven by service, parts, F&l and CRM.

Used vehicle and sales KPIs: Target a used-to-new ratio of 0.8:1, 100% return on investment and no used
vehicles held for more than 45 days. Sales productivity benchmarks include 20 vehicles per consultant per
month, supported by three customer appointments per day and disciplined lead follow-up.

Property KPIs: Rent should generally represent 10%—11% of gross profit. More meaningful measures
include gross profit per customer transaction, rent per unit sold, gross profit per showroom display space and
gross profit per service bay. If facilities are not generating adequate returns against these metrics, profitability
will be under pressure.

What good looks like in FY27

For dealerships entering FY27, the focus should be on converting strategy into measurable targets. A useful
benchmark is 15% gross profit, 12% expenses-to-sales and 3% net profit-to-sales, supported by a balanced
gross profit contribution across new vehicles, used vehicles, service, parts and F&l.

Area FY27 focus

Profit model 15% gross profit, 12% expenses to sales and 3% net profit to sales.
Back-end strength Service, parts, F&l and CRM should become the repeatable profit engine.
Customer retention CRM should turn every sales, service and finance customer into a managed

lifecycle opportunity.

EV and hybrid customers should be locked into prepaid service or ownership
plans upfront, then managed through tyres, accessories, software updates,
cosmetic repairs and renewal opportunities.

Property efficiency Rent, displays, bays and customer transactions should all be measured against
gross produced.

By the time these KPIs appear in a monthly report, the opportunity to influence the result has often passed.
The focus should be on the daily activities that drive profitability, from repair orders and service follow-ups to
finance introductions, transaction profitability after occupancy costs, and ageing vehicle stock that is eroding
returns.

Where dealers should focus in the 2027 financial year

e Improve service retention by treating every sales customer as a future service, parts, F&l and changeover
opportunity.

e Increase retail workshop capacity and quality hours per repair order, rather than filling bays with low-gross
activity.

e Use CRM to drive disciplined service reminders, declined work follow-up, finance renewal activity and
trade-in identification.

e Rebuild F&I performance through compliant process, better customer timing and stronger integration with
sales and service.

o Measure profitability by gross retained, absorption, customer lifetime value and return on people, not just
unit volume.

e Strengthen parts performance through better availability, pricing discipline, workshop integration,
wholesale opportunity management and EV-related retention opportunities including tyres, accessories
and charging solutions.
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e Attach prepaid service or ownership plans to eligible EV and hybrid sales, then use CRM to manage the
first three years of ownership before independents capture the customer.

The bottom line

The next phase of dealer profitability will not be driven by a return to the elevated new vehicle margins seen
during the pandemic. Instead, success will come from strong operational discipline, customer retention, and
the ability to monetise the full ownership lifecycle.

The dealers that start this financial year by focusing on service, parts, F&l and CRM will give themselves the
best chance of building sustainable profit. The dealers that continue chasing volume without gross, retention
or absorption will remain exposed to a model that prioritises activity over economics.
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Since day one we've been helping businesses, families and
individuals intelligently frame their goals and make the most
of their potential.

+61 2 9228 2598
steven.bragg@pitcher.com.au

Today, we're one of the largest accounting, audit and
business advisory firms in Australia. We work with middle
market businesses, from family-run companies to renowned
industry leaders and iconic brands. And help families and
individuals manage their wealth across generations.

If you’ve got ambition, we’re the team you want on
your side.

Pitcher Partners is a national association of six independent
accounting, audit and business advisory practices. You'll
find our firms in Adelaide, Brisbane, Melbourne, Newcastle
and Hunter, Perth and Sydney. Each firm has a unique
character, with a strong connection to the local community.
Supported by our combined resources, we deliver
Australia’s most personalised and responsive assurance
and advisory services. And if you're thinking beyond the
border, we can support your global operations and
ambitions through the Baker Tilly International network.

At the heart of Pitcher Partners is the idea that business is
never just business. We’re known for the dedication we give
to building great relationships, and it's been that way from
the start. People first.

Everything we do is grounded in communication and
collaboration. We're here for that frank, refreshing and
always informed discussion that leads to new ideas and
better decisions. And we’re here for you.

Whatever your goals, we can get there together.

Pitcher Partners. Making business personal.

@ pakertilly
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