Car editorial

By cap hpi

July 2023

Car market overview

This monthly overview provides an update on the current new and used car markets in the UK. We will report on new
car registrations to the end of May 2023 and used car activity at the time of writing. All information is correct as of
27t June 2023.

New car sales

According to the figures produced by the Society of Motor Manufacturers and Traders (SMMT), 145,204 cars were
registered in May 2023, a 16.7% increase on the same month last year, and the tenth consecutive month of growth.
However, compared to pre-pandemic 2019, this is still 21.0% behind. The new car market continues its recovery, but is
not back to pre-COVID levels.
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Year-to-date in 2023, 772,454 cars were registered to the end of May, compared to 661,121 in the same period last
year, an increase of 16.8%. The market is 26.1% down compared to the 1,045,824 registrations year-to-date in 2019, a
shortfall of 273,370.

Fleet registrations were up 36.9% in the month and 38.6% for the year so far, with a share of 52.5% in May and 51.5%
year-to-date, as manufacturers continue to satisfy pent-up demand from the last three years. Within these
registrations, rental volumes were up 175% year-on-year, but still well down (-79%) compared to 2019. Private
registrations continue to struggle in comparison, down 0.5% for May and -0.9% for the year, not helped by consumers
cost-of-living concerns and interest rate rises.

Looking at fuel-type, Battery Electric Vehicle (BEV) volumes continue to increase in the new car market, up 58.7% for
the month and 31.1% for the year, taking a share of 15.7% for the latter. Much of this continues to be at the expense
of diesel car registrations, which were down 17.6% in May, 9.5% for the year, for a market share year-to-date of just
8.0%. Petrol, hybrids (HEVs) and plug-in hybrids (PHEVs) all increased in May, by 12.4%, 22.2% and 23.0%
respectively. Market share for these fuel-types currently sits at 57.1% for petrol cars, 12.8% for hybrids and 6.4% for
PHEVs.

Used car retail activity
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The used car retail market can best be described as “mixed” in June. From speaking to our network of dealers and
reviewing the retail data, there have been varied conclusions to draw. Some retailers have had a successful month,
although it took a few days to get going, with an improvement on May, whilst others have reported the month as being
a struggle, no particular improvement once the Bank Holidays and half-term break of May were out of the way. It feels
as though the market has seen the good, the bad but thankfully not the ugly; even those that did not report June as
successful had a reasonable month, just below expectations.

Looking into the detail of the retail market, advertised prices have stayed relatively strong on average, with no one
keen for a race to the bottom, and only minor adjustments made where necessary. To generate sales in a competitive
market, dealers took to offering things such as finance deposit allowances rather than dropping prices widescale, as
with demand a little muted, competition for the business was strong. Indeed finance penetration has become an
issue, with high, and increasing, interest rates (up 0.5% in recent weeks) added to high used prices, potential
customers are realising that to buy a newer car, they are going to have to afford a heavily increased monthly payment
to that which they currently pay. With increases to mortgage rates and overall cost of living concerns, a number of
potential customers are simply walking away from buying a car, preferring to hold onto their current one for a little
longer.

What we have seen through June has been a continued theme of relative seasonal normality. May was similar —
demand was just steady. Margins remain under pressure, but that is off the back of a particularly strong first three
months of the year — since then it has got a lot tougher.

Electric vehicles have remained challenging in the retail market, but certainly not as difficult as they were earlier in the
year. For some models, where prices, finance rates and monthly payments look reasonable compared to petrol
equivalents, there is some interest in EVs, although many consumers do need persuading to switch. Retailers remain
cautious, but where the price is attractive, a reasonable margin can be added and cars advertised at tempting prices
for the consumer. However, it is certainly the case that retailers continue to buy in smaller numbers than for other
fuel-types, wary not to overdo it and be stuck with cars for an unpalatable number of days when values could fall.
Once bitten twice shy is definitely the mantra. Some are still striving to completely clear their backlogs of EVs bought
at previous high prices. Certain models do now look attractively priced and have been selling far quicker than other
electric vehicles, with Tesla Model 3 being a prime example.

Overall, a steady retail month, a little disappointing for some, but relatively normal for a sunny June, when the weather
acts as a distraction for consumers who may have been looking to swap their vehicle.

Used car remarketing activity

Whilst the retail market has been a little muted in June, the remarketing arena has proved to be more resilient.
Without distractions of Bank Holidays and school breaks, retailers have been actively buying stock, buoyed by more
attractive fleet vehicles returning in greater numbers now — prime stock for forecourts, although not necessarily three
years old anymore due to the impact of COVID on new car volumes in 2020. It has been noticeable within sold data
received that there is now a higher proportion of cars returning from fleet, leasing and finance companies as well as
manufacturers. Volumes from rental companies remain low, as even though they are buying new cars in larger
numbers now, the summer is a busy period for them and they need the cars to satisfy rental demand, and of course
these volumes are still heavily down on pre-COVID times.

At the auctions, activity has been relatively healthy, with good quality cars selling first time and for reasonable money.
Many of the aforementioned fleet cars have had an extended time on fleet, so those that have been well looked after
or refurbished remain in the most demand. Older, higher mileage, damaged cars, or those with mechanical issues or
engine management lights illuminated continue to be hard work going through the auction halls. Overall, the auction
companies have had a reasonable month — prices are not going up but demand is steady for the time of year, and
there is not an oversupply of cars.

Demand for wholesale electric vehicles has improved through June, with a number of models now far more
attractively priced following eight months of severe price drops. Retailers are actively buying where they see an
opportunity, although they are not necessarily buying all EVs, merely looking for models that now look well-priced
when a reasonable margin is added. A number of models still remain difficult to move, however, particularly those at
the lower end of the market, with lower range and that are sitting too close to more aspirational vehicles, or where
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volumes exceed demand. Some leasing companies continue to put EVs on secondary leases, due to likely sold prices
not being close enough to their budgeted residual values, and some manufacturers continue to seek to sell EVs as
part of bulk deals at low prices to get used EVs moving again.

Below are the results of the Cap Hpi June auction survey. Thank you once again to all respondents.

How do your current stock levels compare to last month?

May June

= [ncreased = Decreased About the same

Stock levels have increased for a third of respondents, but this is a lower number than in May. Over 70% are seeing
either an improvement or parity, but there are a higher proportion who have seen volumes dwindle in June. This may
continue over the next two months as the car market gets closer to a new plate month in September, when higher
volumes will be churned.

How does your current overall demand compare to last month?

May June

= [ncreased = Decreased About the same

Demand remained steady for over half of respondents in June, with over a quarter seeing an improvement and less
than last month seeing a decline, pointing to a relatively healthy market compared to the distractions of May,
particularly when you take the good weather into account. Interestingly, when asking about specifics of alternatively-
fuelled vehicles, 60% of respondents saw demand in-line with May, with then a 20% figure each for increased and
decreased demand — quite mixed. Electric Vehicles have halved in the amount of time they sit in stock at auction
compared to at the start of the year, however.

%< SCLERA | cap hpi

ehicle Solutions

Solera Holdings, LLC

<



Car editorial

By cap hpi

How do your conversion rates compare to last month?

May June

s [ncreased = Decreased About the same

Conversion rates have remained level for over half of the auction companies surveyed, with again a split between
those seeing improvements and those seeing a decline. Reassuringly again, however, less were seeing a worsening
situation than were doing so in May.

Used cars — trade values

Whilst wholesale activity has been relatively healthy in June, that has not led to an upward movement in Cap Live
values. Dealers have not been overpaying for cars, and it is important to remember that prices remain almost 30%
ahead of where they were at the start of 2021. Deflation in used values is normal, as cars age in their lifecycle, and the
last three months of drops have coincided with more volumes returning to the market, as new car registration activity
improves.

So, June’s Cap Live has seen an average movement of -1.4% or ¢.£270. The average movement for June, since Live
was introduced in 2012 and ignoring the last three, highly unusual COVID affected years, is a drop of 1.2%. The largest
drop was in 2019, of 2.1% when the market was realigning after increases in values overall in 2018. The strongest
June was indeed in 2018, when there was a small movement down, of 0.6%. But June in each year saw a decline and
2023 is roughly in-line with those years, albeit values are now at those new higher amounts.
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Monthly percentage movements in Live valuations (3-years, 60k miles) — July figure depicts June’s Cap Live
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At the 1-year age point, values dropped by 1.3% or c.£420, whereas older cars were more heavily affected, dropping by
1.9% (-c.£220) at 5-years and 2.6% (-c.£120) at 10-years old, as older cars become less attractive with more younger
cars returning to the market, and less appetite for cars to undergo lengthy refurbishment.

City cars stand out as being the weakest sector in percentage terms, with a reduction of 3.5%, equivalent to a c.£280
fall - not insignificant for small price-point cars. This sector has been the strongest over the last 12-months, however,
being in a state of 6% inflation to the start of June. They do now look to have peaked. There were some notable
reductions in June amongst these smaller cars, with the Fiat Panda dropping by c.£875 at 1-year old and £550 at 3-
years, a 7% drop — there is no shortage of this model in the wholesale market. Models such as the Peugeot 108,
Skoda Citigo and Renault Twingo also dropped by more than the average, generally in the region of 4-5%, equivalent to
over £250 at 3-years old.

The other mainstream sectors were all more closely aligned with the average drops, with lower medium (C-Sector)
cars dropping by 1.7% (c.£240), superminis by 1.8% (c.£175) and SUVs by 1.4% (c.£320).

Once again fuel-type has been the most fascinating area to analyse with regards to sold prices and Cap Live value
moves in June. Petrol and diesel average values performed largely in line with each other, both dropping by 1.3% or
around £250 at the 3-year point, but it is for alternatively-fueled vehicles that the story continues. Electric vehicles
dropped by an average of 1.9% at both the one and three year points, equivalent to c.£620 for the former and ¢.£260
for the latter. This is the ninth consecutive month of drops for EVs at all age points, equating to a cumulative decline
of almost 40% over this period, with petrol cars in comparison seeing cumulative movements of just -3.5%. Although
we are reporting on another month of negative movements for EVs it is encouraging to see that these are far less
than last month’s. In fact, for the first time in the past 10 months EVs are no longer the worst performing fuel type in
a single month and their movements are far closer to those of petrol and diesel cars.

The Tesla Model 3 has again been an interesting model to track this month, as values rose, particularly through the
first part of June. Buyers have particularly been paying a premium for the slightly refreshed 2021 models, which have
a larger range compared to the prior model, and have increased by c.4% at the 1-year age point, equivalent to over
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£1,300. There are also less of these models available in the market compared to the prior model, which has helped
the supply versus demand dynamic. The Model 3 previously had almost one third of its value, equivalent to over
£13,000, shaved off in the last 12-months, and as an aspirational car, it now looks attractively priced in both trade and
retail markets. Other Tesla models have performed well too, with the Model S increasing in value by 4% or £2,225 at 1-
year old and the Model X by 3%, or almost £2,000, likely both benefiting from right hand drive variants no longer being
available to order as a new car. The Model Y, however, moved back 2%, or c.£800 at 1-year old. The used market is
now seeing an increase of these cars returning following its launch in 2021, which could impact on its values going
forward.

The downward trend continued for some of the smaller to mid-sized mainstream EVs as they still try to find their
place in the market following the reductions in price of some of the more aspirational models. But many of these
movements were far smaller in June than in other recent months, with the Nissan Leaf dropping by just 1.5% (c.£125
at 3-years old). Other models do remain under more pressure, however, with the Honda e dropping by ¢.8%, SEAT Mii
by ¢.9% and the Renault Zoe by ¢.5%.

Pure and Plug-in Hybrids saw the heaviest average drop of all fuel-types in June, falling by 2.3% and 2.0% respectively,
equivalent to £430 and £600. Many of these cars now look uncompetitive as they have not experienced the same
downward pricing realignment that EVs have over the last 9-months. Some large movers this month included many
Land Rover hybrids that dropped between 2 and 4% (up to £2,300 for some models), whilst the Volkswagen Golf
Hybrid dropped by 8% (c.£1,700 at 3-years) and the well-established Toyota C-HR by 4% (c.£680 at 3-years). Looking
at movements of values of these fuel-types in comparison to EVs over the last year, a 3-year old hybrid is worth an
average of 3% less than the equivalent car a year ago, whereas an EV is worth around 30% less. Further realignment is
likely.

Overall, June saw relatively normal average seasonal value movements, but once again the devil is in the detail, and a
number of alternatively-fuelled vehicles continue to realign, whilst others now seem to have found their level or even
be moving back up in value.

What next?
Last month, our prediction was:

“There is little reason to predict anything other than a similar picture [to May] in June. Demand remains steady, with
volumes well below pre-2020 seasonal norms, even though new car registrations are generating more used cars this year
compared to last. The uncertainty of the May Bank Holidays will not be repeated, which could lead to an uptick in activity.

A further small average deflation in values is likely, but we are not predicting anything untoward. As always, attention to
detail is important, as illustrated this month by the EV market, where different models and variants within models, have
fared differently to each other. This is likely to continue for the foreseeable future for EVs as that area of the market
realigns.”

July will see more consumers focussing on holidays, with fewer looking to buy a car, particularly with interest rates
continuing to rise and more and more fixed rate mortgages coming to an end, putting pressure on household
budgets. That being said, used cars remain a necessity purchase for many, and supply levels remain some 15% below
pre-COVID 2019, so it is unlikely that there will be any untoward pressure on average values. Similar average
downward market moves to those we have seen over the last quarter are likely in July.

The used car market will continue to see volatility for alternatively-fuelled vehicles, however, with hybrids under
pressure due to price discrepancies from EVs, and EVs themselves continuing to realign amongst themselves,
seeking out more of a natural order after the last few tumultuous months. Keeping close to daily Cap Live values
remains paramount for all fuel-types as demand and supply dynamics play out differently for different models.
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Current used valuations July 2023 - average value movements

‘ 1 YR/10K ‘ 3YR/60K 5YR/80K 10 YR/100k

City Car (2.8%) (3.5%) (3.4%) (5.5%)
Supermini (1.5%) (1.8%) (3.0%) (3.2%)
Lower Medium (1.7%) (1.7%) (2.4%) (3.3%)
Upper Medium (1.0%) (1.6%) (1.9%) (2.3%)
Executive (1.1%) (1.0%) (1.5%) (0.8%)
Large Executive (1.2%) (1.3%) (1.5%) (2.5%)
MPV (1.5%) (1.5%) (2.6%) (4.1%)
Suv (1.3%) (1.4%) (1.4%) (2.8%)
Convertible 0.1% 0.0% 0.4% (1.2%)
Coupe Cabriolet (2.0%) 0.7% 0.2% 1.6%

Sports (0.7%) (0.8%) (0.9%) (1.0%)
Luxury Executive (1.9%) (1.7%) (0.3%) (0.1%)
Supercar (0.1%) (0.1%) 0.1% 0.8%

Overall Avg Book Movement (1.3%) (1.4%) (1.9%) (2.6%)

() Denotes negative percentages

1YR/10K 3 YR/60K ‘ 5 YR/80K 10 YR/100k

MPV Medium (1.7%) (1.9%) (2.8%) (4.9%)
MPV Large (1.4%) (0.6%) (1.1%) (1.3%)
SUV Small (1.4%) (1.3%) (1.2%) (2.6%)
SUV Medium (1.3%) (1.3%) (1.5%) (2.9%)
SUV Large (1.2%) (1.5%) (1.6%) (2.4%)
MPV Medium (1.7%) (1.9%) (2.8%) (4.9%)

() Denotes negative percentages



Car editorial

By cap hpi

Notable Movers 1-yr 20k

MIN £ MAX £ AVG £
FIAT PANDA (12-) (1,000) (500) (805)
HYUNDAI KONA (18- ) Electric (850) (600) (737)
KIA STINGER GRAN TURISMO (17-23) 300 300 300
LAND ROVER RANGE ROVER VELAR (17- ) DIESEL (1,500) (1,100) (1,300)
MAZDA MX-5 (15-) 150 200 190
PEUGEOT 108 (14-22) (500) (400) (455)
PEUGEOT 308 (13-21) (550) (400) (473)
TESLA MODEL 3 900 1,500 1,262
VOLKSWAGEN TOURAN (15-22) DIESEL (1,050) (950) (1,000)
VOLVO XC60 (17- ) DIESEL (800) (700) (783)

() Denotes negative value

Notable Movers 3-yr 60k

‘ MIN £

MAX £

AUDI Q7 (15-20) DIESEL (1,400) (800)
BMW Z4 ROADSTER (18-) 450 600 520
DS DS3 (15-20) (700) (200) (492)
FORD C-MAX (10-20) (800) (600) (665)
JAGUAR F-PACE (15-21) DIESEL (850) (500) (658)
PEUGEOT 2008 (13-20) DIESEL (700) (450) (587)
RENAULT ZOE (13-20) ELECTRIC (575) (475) (529)
TESLA MODEL X (19-21) 1,000 1,400 1,266
VOLKSWAGEN PASSAT (14-19) DIESEL (4000 (200) (320)
VOLKSWAGEN UP (12-) (650) (325) (450)
() Denotes negative value
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