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Jonathan Smoke, chief economist at Cox Automotive, will check the anamnesis expected in 2019 in the middle of the year. Halfway through the year, here's an assessment of these macroeconomic trends and their implications for the future. The economy the economy is on track for revised expectations of 2.4% GDP growth compared with a 2.6% forecast earlier this year. Trade uncertainty has slowed
business investment and manufacturing production, including in the automotive industry. Moreover, consumers were more cautious about their spending. But despite slower performance than last year, the economy continues to grow. Tax reimbursement law changes stoked concerns that the average American would receive less tax refunds - an important development in the automotive market. However,
the impact was less severe than expected. Delays in refund receipts meant the second-hand car market lasted longer in the spring. However, the data show that the reduced tax refund amounts were more confusing for the new and luxury car markets - not the second-hand car market. It has also affected coastal regions more than other regions. Interest rates Earlier this year, financial markets expected the
Federal Reserve to raise interest rates once more. Since then, that feeling has changed dramatically. In fact, the Fed cut rates in late July, and markets anticipation of another potential cut in September. Auto loan interest rates remained flat higher until June, despite falling bond yields due to credit tightening. Time will tell if the recent interest rate cut translates into lower automatic loan rates and if it will
actually make a difference for the consumer. Auto Lending The main reason why auto loan rates didn't come off compared to how mortgage rates have fallen this year, is that subprime crime rates have risen to their highest since the Great Recession. Lenders understandably have more risks unfavourable and have either reduced the amount of lending or charged higher fees, especially subprime
mortgages. Fortunately, credit is still going on and delays remain low in the broader overall loan category. However, car loans are the largest in history in total volume and amount, now at $1.2 trillion. So any uptick in delays leading to defaults poses a risk to the market. The trend in credit crunation is therefore expected to continue for the rest of the year. Affordable used cars As predicted, affordable cars
continue to outperform used vehicle values. The best performing segment is vans. Consumers tend to keep pickup trucks longer and are thus underrepresented in the used vehicle market. This low supply coupled with high demand means strength pricing. The second strongest are medium-sized cars. These vehicles are desirable in part because they ride sharing medium-sized cars, the vehicle of choice.
Plus, the least medium sized car car both in the new and second-hand markets. Demand is strong and supply is falling, hitting mid-sized car values. The spring weakness of luxury cars has subsided, recovering in recent months. Further progress appears to have been made this year, but it is not comparable to vans and medium-sized cars. New vehicle prices in the first quarter uptick of new vehicles did not
continue in the second quarter. In addition, the increase in the SUV category remained unchanged, with profits only visible in pickup trucks. (There is intense competition going on from automakers to the number one pickup trick in the country.) However, the increase in the number of vans and the reduction in the number of cars mean that the affordability challenge has deteriorated further and is expected
to continue for the rest of the year. About 25% of new vehicles sold on a sticker cost $50,000 or more, and less than a third of new vehicles sold cost under $30,000. New vehicles under $20,000 represent 2% of the market. These pricing dynamics reduce the pool of consumers who can buy new ones, especially coupled with higher auto loan rates. Sales of new vehicles The 2019 forecast for the entire new
vehicle market is unchanged at 16.8 million years so far. The current pace is 16.9 million pace, down from last year's 17.2 million. But the rest of the year is expected to be slow compared to the past few years with stronger new vehicle sales in the back half of the year. Retail sales, i.e. new vehicles sold directly from dealers to consumers, are projected to have fallen by 4% instead of 2%. That's because
the fleet outperformed it, almost double the digits from last year. Sales of second-hand vehicles The forecast for the sale of second-hand vehicles has been revised downwards to the annual dwelling expectation. However, the slowdown is limited to the sale of second-hand vehicles under the age of 10 from consumers in private transactions between consumers. But used vehicles sold by dealers, which are
usually less than eight years old, are on track to grow by 1.5%. The increase in sales of second-hand vehicles helps offset the decline in retail sales and sales of new vehicles. The increase in second-hand retail sales is expected to last at least another year until 2020. Used vehicle prices Typically, used vehicle prices start out higher in the year before depreciation reverses the course. But the first quarter
saw an unexpected drop in second-hand vehicle prices - dinged the perfect storm of political deadlock, unusually cold weather, and higher interest rate auto loans. Then the prices of used vehicles saw an imitator when tax refunds reached consumers. Prices then rose to slightly lower-than-normal depreciation in May. Now used vehicle prices are on track during the normal depreciation cycle for the rear
The resolution on tariffs and trade was postponed until later this year. Congress has yet to ratify the new NAFTA - or USMCA. And while the legislation has already been is still awaiting ratification by Canada. Assuming that the pact passes, the duty on cars and parts imported from Europe and Japan will have a significant impact on certain parts of the market, in particular the luxury segment. U.S. trade
representatives provide guidance on the best directions for trade with Europe and Japan in the third quarter. An agreement is being negotiated that excludes new tariffs. China, however, remains a concern and a potential trade deal is not visible. Chinese goods may be subject to additional duties on electric vehicle batteries, which will impair adhesion in this segment. BREXIT has a Halloween deadline that
could trigger a new trade deal in the UK. Article 2(2) shall be replaced by the following Download This is another great year for the automotive industry (and auto enthusiasts). 2019 not only brought monumental and groundbreaking new vehicle spending (about broader trends in technology and consumer interest), but also filled with shocks from manufacturers, executives and government agencies. Let's
unpack some of the biggest trends. The New, but not quite out of the old one every year is a revolving door for new model releases and discontinuation. In 2019, most showroom activities were driven by continued strong truck sales. In October, trucks (pickups, SUVs and CUVs) made up 73.6% of sales of new vehicles. The three best-selling full-size pickup brands were Ford, Ram and Chevrolet in that
order. In the first, Ram pushed the Silverado out of second place. We've seen some exciting, innovative new models released as well as the return of some familiar friends. The Porsche Taycan, Cadillac XT6, mid-engine Chevrolet Corvette and Ford Mustang Mach-E (an electric CUV) all have big splashes on automatic shows and social media. The two most anticipated models were the return of the Ford
Mustang Shelby GT500 and Toyota Supra. Tesla and its outspoken leader, Elon Musk, are never far from the news, and the CyberTruck pickup was released with great fanfare (and a discussion of style). In 2019, as automakers recognized the continued domination of trucks and SUVs, we say goodbye to many sedan models. These include the Cadillac ATS sedan, Chevrolet Cruze, plug-in Chevy Volt,
Ford Focus, Ford Fiesta and VW Beetle. (Cadillac ATS, left) Many former Cruze and Focus owners have moved competitors (usually Asian brands like Toyota, Honda and Hyundai) to small sedans, rather than staying brand-loyal and purchasing Chevy or Ford commercial vehicles. This was not the expected result for domestic automakers who ceased to be sedans. We can't ignore the skyrocketing new
car prices. The average transaction price for the November 2019 industry was $38,393 compared to the 2018 calendar year of $36,000. Higher prices have contributed to an increase in sales of certified second-hand vehicles and other used models. And the their cars are longer than ever, the average model stays on the road for about 12 years. Industry Headline Makers More and more automakers have
decided that it is not necessary to be present at any major car show. For example, Audi, BMW and Mercedes-Benz have all withdrawn from this year's North American International Auto Show in Detroit. Mercedes-Benz has announced that it will not be at the 2020 New York Auto Show. Participating in these shows is a costly undertaking, and in an era of social media and big online spending, many people
think you don't have to be at a car show to attract attention when unveiling a new model. The automotive industry certainly wasn't immune from shocks and controversy in 2019. Carlos Ghosn, a former Nissan executive who was arrested in 2018, continued his legal fight with Japanese authorities. Fiat Chrysler Automobiles has announced it will merge with French automaker Renault just to call it off. Later
in the year, FCA returned, announcing another merger, this time with French carmaker PSA (also known as Peugeot). The United Car Workers Union has launched a strike against General Motors. It lasted five weeks, the longest such strike in 50 years, costING GM billions of dollars. It also delayed putting the new generation mid-engine C8 Corvette on the market until February, rather than the end of the
year, as originally planned. (2020 Corvette Stingray Convertible, left) Even with the strike over, the drama continues: GM is suing FCA, claiming it bribed the UAW to raise GM labor costs while keeping its own low. GM claims this was an attempt by the FCA to force a merger due to GM's high costs. That's quite a saga. In 2019, the influence and legal activity of the government of the current cases played a
significant role, or in some cases only the danger there of it. Constant talk about tariffs has been a burden on global manufacturers, who have factories around the world. These automakers were left behind trying to decipher what path, if any, they have around the potential customs burden. There is no doubt that further developments are expected on the tariff front in 2020. For carmakers with feet in the
UK, the impending Brexit crisis could not be ignored. Despite making several promises, the deal will be final by the end of 2019, which still hasn't happened. British car companies and UK-run car companies are concerned that they could continue to work as normal in the event of a no-deal Brexit. Stateside, the U.S. Environmental Protection Agency and the California Air Resources Board are caught up in
a battle. The Trump Admin. attempts to undo Obama-era emissions standards, eliminating California's right to its own standards. Sensing the inevitable CARB power to do so, BMW, Ford, Honda and VW all signed the CARB. The state of California has announced that it will not vehicles from their fleet of FCA, GM and other companies that publicly side with the federal government on emissions emissions
These moves put the auto industry directly into a state-federal political battle. Alternative transportation and propulsion Let's close it by bringing back the vehicles themselves. Sustainability is important to today's auto consumers, so it's no surprise electric vehicles of all shapes and sizes are becoming more mainstream. Throughout the year, we've seen great EV launches from major brands including Audi
E-Tron, Mustang Mach-E and Porsche Taycan. GM claims to be ready for full electric pickup trucks, and might even restart the Hummer brand as part of that effort (watch out, Tesla). Elsewhere, VW, still trying to overcome the fallout from Dieselgate, has announced ID, a new sub-brand of all-electric vehicles. Some European car manufacturers are resorting to cost-cutting measures to finance the
expanded EV development. Daimler (the parent company of Mercedes-Benz) announced a 3% reduction in its workforce. Audi will cut 9,500 jobs by 2025, and BMW is said to be cutting employee bonuses and benefits. Motor vehicle subscription services have been gaining momentum this year. In recent years, several car manufacturers have tested these waters, but in 2019 we have indeed seen that
aftermarket supply is really starting. This includes the launch of Hertz My Car, as well as the acquisition of Third-Party Subscription ProviderFair as a means of subscription services for Ford Canvas. Most of these offers are still pilot initiatives in some cities, but we can count on this category to receive constant attention, in part because of the concern that many young adults are not particularly interested in
buying vehicles. Development of self-driving vehicles continues, but players are more restrained after public concern about safety. However, progress in this area has still found its way into many of our vehicles in the form of semi-autonomous characteristics. These include automatic emergency braking, lane departure warning/assistant, adaptive cruise control and cross-traffic warning systems. During the
2010s, the 2010s created countless technological developments, many of which were integrated into our vehicles, allowing for more sustainable, safer and more convenient ways to own cars. (Wards Industry Voices contributor Richard Reina, left) This year and the decade as a whole has shown that no matter how advanced our cars become, social, economic and even political shakeups can always affect
the industry. Richard Reina is the CARiD.com of product training. CARiD.com.
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