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1-2 Punch Hurts December Auto Sales

For the US auto industry, 2008 proved to be about as dismal a year as possible. Total industry sales
fell to a 16-year low 13.2M units as most OEMs faced declining sales in a struggling economy. And
December, the month of those familiar year-end clearance sales and deals, proved to be the final
humbug in an already Scrooge-worthy year. US auto sales in December fell 36% from the same
period in 2007, the fourth consecutive month industry sales were below one million units.

To identify the driver of December’s off pace sales, Compete assessed the two key variables that
drive sales — in-market consumer demand, or shoppers, and conversion of those shoppers into
buyers. In a normal December, weakness for one is offset by strength for the other—but not in 2008.
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The second punch was weak conversion of shoppers into buyers, which was very unusual.
Conversion was flat in December month-over-month and the lowest in at least four years. Normally
conversion spikes up in December on rich year-end deals, aggressive dealers, etc. Conversion may
have been held back in 2008 by the inability of deals to overcome consumer fears, or simply from less
money available by many automakers to fund deals. The combination of flat conversion and low

shopper counts eliminated the possibility of strong December sales.

In most years, the conversion spike means some would-be January buyers get pulled into
December. This sales pull-ahead creates a conversion hangover in January. But is there a possible
upside to this story? No buyer pull-ahead in December could set the stage for better than normal
conversion in January. That, coupled with the typical January demand rebound, sets the stage for
stronger January sales. Of course, “stronger” is a relative term and in this case most likely means
sales down less year-over-year than in December.
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Compete helps navigate the murky automotive environment in part because it is the only source of
full-spectrum in-market demand data, which is the anchor for measuring advertising effectiveness.
Knowing demand allows us to be able to reveal conversion, and in turn document conversion
effectiveness. These together are the best source of insights for managing sales...and for
capitalizing on their eventual recovery.
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