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Executive summary

Australia’s new merger control regime is the most significant reform to competition regulation in a generation.
While the objectives are widely supported, it is important that competition policy evolves alongside the
markets it regulates.

The Australian Automotive Dealer Association’s recent BDO report highlights concerns around increased
compliance costs, transaction delays, regulatory uncertainty and the potential impact on investment. These
issues raise a broader question:

Does the current merger assessment framework accurately reflect modern automotive retailing?

Consumer behaviour has changed dramatically. Buyers now compare vehicles, prices and dealerships online,
often across state borders, reducing the importance of traditional geographic markets. At the same time,
dealerships face growing investment demands in technology, electrification, cybersecurity and customer
experience.

Against this backdrop, consolidation is often assessed through the lens of ownership concentration. Yet scale
can also strengthen competition by enabling investment, improving service and delivering better outcomes for
customers.

This paper argues that future ACCC assessments should place greater emphasis on:
¢ Modern consumer purchasing behaviour.
e The increasingly national nature of vehicle retailing.
e Competition between brands as well as dealership owners.
e The substantial consumer benefits created through scale.
e Lessons from comparable international markets.

Ultimately, competition policy should be focused on consumer outcomes rather than ownership structures
alone.

Introduction

Australia’s mandatory merger notification regime, introduced on 1 January 2026, has fundamentally changed
how acquisitions are reviewed and approved.

A report commissioned by the Australian Automotive Dealer Association highlights several concerns:
e Increased regulatory complexity.
e Longer transaction review periods.
e Increased advisory and compliance costs.
e Greater uncertainty for investors.
e Potential delays to industry succession and capital deployment.

As the regime is still new, there is limited evidence on its long-term impact. This paper does not challenge the
intent of the reforms. Instead, it explores whether the framework used to assess mergers reflects the realities
of today’s automotive retail market.

The automotive sector is particularly relevant to this debate. Over the past decade, consumer behaviour,
competition and technology have reshaped how vehicles are researched and purchased.

This raises a simple question:

Are merger assessments based on how consumers used to buy vehicles, or how they buy them
today?
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When automotive markets change faster than regulation

Historically, dealership competition was assessed within local geographic markets, reflecting a time when
consumers typically visited nearby showrooms, gathered information in person and compared a limited
number of options. Today, digital research and purchasing channels have transformed the customer journey,
making traditional geographic boundaries far less relevant.

Instead, modern consumers prefer to:
e Compare vehicle prices online.
e Obtain quotes from multiple dealerships simultaneously.
e Search inventory across metropolitan and regional markets.
e Purchase vehicles interstate.
¢ Arrange remote delivery.
e Utilise manufacturer websites and digital retail platforms.

Today, many consumers make their purchasing decisions long before they step into a dealership. With the
ability to compare prices, vehicles and dealerships online, competition now extends well beyond traditional
local markets. Greater pricing transparency has intensified competitive pressure across the industry, meaning
a dealership’s closest competitor may be located not across town, but in another city or even another state.

Al recent influence on consumer behaviour

This shift has accelerated further with the rapid adoption of generative Al tools.

Consumers are no longer relying solely on dealership websites, classified platforms or manufacturer
brochures. They are increasingly using Al assistants to compare new vehicle specifications, test real-world
pricing, assess used car value, summarise reviews, identify common reliability issues and evaluate servicing
options before making contact with a dealer or service provider. This gives consumers a faster, broader and
more informed view of the market, increasing transparency across new cars, used cars and aftersales.

It also means competition is being shaped not only by physical location or dealership ownership, but by how
easily consumers can use digital and Al-enabled tools to compare alternatives across brands, regions and
providers.

The Peter Warren / Wakeling transaction highlights emerging issues

One of the first major automotive deals to be tested under the new merger regime is Peter Warren Automotive
Holdings' proposed acquisition of Wakeling Automotive. Regardless of the ACCC's final decision, the
transaction provides an early indication of how the new framework will operate in practice.

The review progressed to Phase 2, extending timeframes and creating uncertainty for buyers, sellers,
employees, manufacturers and investors. Peter Warren subsequently withdrew its original application and has
indicated it intends to submit a new Phase 1 application with a proposed remedy.’

The broader significance of this review is not simply the delay itself.

Rather, it highlights the underlying competition questions that regulators will increasingly need to address:

e How should automotive markets be defined?

o What role should online competition play in market analysis?

T ASX Announcement — Peter Warren Automotive Holdings Limited — Update on Wakeling Automotive
Acquisition 12 June 2026.
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¢ How should competition between brands be considered?
e To what extent should consumer benefits arising from scale be recognised?

These questions will become increasingly important as the industry continues to evolve.

Scale can deliver better outcomes for consumers

Competition policy has traditionally approached consolidation with caution, but consolidation does not
necessarily mean less competition. In automotive retail, scale often enables businesses to compete more
effectively.

Larger dealership groups can invest more heavily in:
¢ Digital customer platforms.
e Service infrastructure.
e Electric vehicle capability.
e Technician recruitment and training.
e Cybersecurity systems.
¢ Inventory optimisation.
o Customer experience initiatives.

These investments can deliver tangible benefits for consumers.

Scale also creates operational efficiencies that can improve pricing
competitiveness.

In a market where consumers can compare prices across multiple dealerships within minutes, larger
dealership groups cannot simply increase prices without consequence.

The competitive pressure remains intense.

The result is that scale frequently produces benefits that flow directly to consumers through:
* More competitive pricing.

* Greater stock availability.

 Improved servicing capability.

* Better customer experiences.

* Faster response times.

* Enhanced warranty support.

Competition assessments should therefore consider not only whether ownership concentration increases, but
whether consumers are likely to be better or worse off following a transaction.

Competition exists between brands, not just dealerships

One of the defining features of Australia’s automotive market is the sheer level of competition between
brands. Consumers have an extraordinary range of choice, with established Japanese, Korean, European
and American manufacturers competing alongside a growing number of new entrants, particularly from China.
As a result, Australian car buyers operate in one of the most competitive automotive markets globally.
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The arrival of new brands has accelerated competitive pressure throughout the market. Australia has 80+
brands competing for a relatively small market of ~1.1m new car units. In comparison, the USA have
approximately 40+ brands competing for ~14-16m new car unit volumes.

Even where dealership ownership becomes more concentrated, dealers remain subject to substantial
competitive constraints from:

¢ Rival brands.

e Manufacturer sales targets.

e Online comparison platforms.
¢ Independent service providers.
o Emerging retail models.

Competition therefore extends well beyond the ownership structure of individual dealerships. Any assessment
of market concentration should also consider the broader competitive forces shaping consumer choice and
pricing outcomes.

How international markets are redefining competition

Australia’s merger reforms have been influenced by global competition policy trends. However, there are
important lessons available from comparable international markets.

United States

The United States remains one of the world’s largest and competitive automotive retail markets. While merger
review remains robust, regulators typically focus on demonstrable impacts on consumer outcomes rather than
dealership ownership concentration alone.

US competition authorities recognise that automotive competition operates across broad geographic markets
and that consumers have extensive access to pricing information.

Canada

Canada shares many structural similarities with Australia, including geographic dispersion, regional
population centres and a franchise dealership model.

Canadian competition assessments increasingly recognise broader competitive constraints and often place
significant weight on efficiencies and consumer benefits generated through consolidation.

United Kingdom

The UK Competition and Markets Authority has increasingly adopted evidence-based approaches that focus
heavily on actual consumer behaviour, including online shopping patterns, customer switching behaviour and
digital competition.

Market definition is often informed by real-world consumer purchasing activity rather than purely geographic
assumptions.

New Zealand

New Zealand’s automotive market shares many characteristics with Australia, including relatively small
market scale and dependence on imported vehicles.

Competition assessments frequently recognise that consumers can access information nationally and that
competition extends beyond local dealership catchments.
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Why international comparisons matter

Across comparable markets, regulators are increasingly recognising that competition assessments need to
reflect how consumers actually shop and buy today. Consumers are more informed, more mobile and more
price-conscious than ever before, with the ability to compare products, pricing and providers across wider
markets in just a few clicks. As a result, regulators are moving beyond traditional assumptions based on
physical proximity and placing greater weight on real-world consumer behaviour and competitive dynamics.

Australia has an opportunity to follow this lead. Doing so does not mean weakening competition laws. It
means ensuring competition assessments accurately reflect the way modern, digitally connected markets
operate.

Recommendations for future ACCC assessments

As the merger regime matures, consideration should be given to refining assessment approaches for
automotive retail transactions.

Future assessments should place greater emphasis on:

1. Consumer purchasing behaviour: Recognising the increasingly national and digital nature of vehicle
purchasing.

2. Competition between brands: Assessing the competitive impact of the growing number of automotive
brands operating in Australia.

3. Consumer benefits from scale: Explicitly considering efficiencies that improve service, investment and
pricing outcomes.

4. Dynamic competition: Recognising the ongoing entry of new brands and emerging retail channels.

5. Evidence-based geographic markets: Moving beyond historical local market assumptions and placing
greater weight on actual consumer purchasing patterns.

6. Proportionate review processes: Ensuring low-risk transactions are assessed efficiently to minimise
unnecessary costs and delays.

Conclusion

The automotive retail market of 2026 bears little resemblance to the market that informed many traditional
competition frameworks. Consumers now buy in transparent, digitally connected markets where competition
extends far beyond local dealership boundaries, while retailers face increasing pressure to invest in
technology, capability and customer experience.

Against this backdrop, scale should not be viewed solely through the lens of market concentration. It can also
drive investment, innovation and stronger consumer outcomes. As Australia's new merger control regime
evolves, competition assessments must evolve with it while remaining focused on their ultimate objective:
delivering better outcomes for consumers.
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