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Professional. Personal. Discreet.
The leading sell-side advisor to auto dealers nationwide.

Since 2015, Kerrigan Advisors has sold 71 dealerships, including five of the Top 100 Dealership 
Groups, more than any other firm in the industry. The firm’s customized sale process is 
discreet, effective and proven. If you would like to learn more about Kerrigan Advisors, 
contact Erin Kerrigan or Ryan Kerrigan at (949) 202-2200 or visit KerriganAdvisors.com.

© 2018 Kerrigan Advisors. All rights reserved.  
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88th Largest Dealership Group
15 franchises  |  Portland, OR 

89th Largest Dealership Group
17 franchises  |  Louisville, KY 

55th Largest Dealership Group
7 franchises  |  Los Angeles, CA 

94th Largest Dealership Group
17 franchises  |  Utica, NY 

95th Largest Dealership Group
15 franchises  |  Chicago, IL 

Largest Dealership in Idaho
5 franchises  |  Boise, ID 
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During the first quarter of 2018, the number of completed auto retail transactions remained high, 
although lower than 2017.  2018’s buy/sell activity is supported by strong economic indicators, including 
low unemployment, healthy GDP growth and minimal inflation.  U.S. light-vehicle sales remain strong, 
growing two percent in the first quarter.  Today’s auto sales are supported by high incentive spending, 
robust consumer confidence and expansive credit availability.  Year to date, the SAAR has been over 17 
million each month and has remained at that level for seven consecutive months.  These strong results 
support industry expectations that 2018 will be another healthy year for auto sales and dealership buy/
sells, albeit lower than 2016’s peak levels.

Of note, the buy/sell market of 2018 includes a number of new buyers, as well as a growing number of 
first-time sellers.  On the buy side, a fresh set of investors and international buyers made their mark 
on the quarter completing sizable acquisitions.  Most noteworthy was AutoCanada’s acquisition of 
Kerrigan Advisors’ client, Grossinger Automotive Group (#95 on Automotive News’ Top 150 Dealership 
Group List).  This single transaction was the largest ever made in U.S. auto retail by a non-U.S. company 
and included 15 franchises.  Kerrigan Advisors also noted an increase in new capital entering the 
market, financially-backing private dealers’ growth plans, as well as a significant increase in public 
company acquisition spending.  The increasing pool of dealership buyers and investors helped sustain 
the market’s high blue sky values in the first quarter.

On the sell side, a new cadre of sellers came to market in 2018, motivated by a number of industry 
factors.  First, future expected changes in the dealership business model prompted some to reconsider 
their long-standing succession plan.  In certain cases, dealers who had expected to pass along their 
business to the next generation dramatically changed course, deciding to sell, often with full support 
of the next generation.  These sellers are uncomfortable with auto retail’s known unknowns and would 
prefer to sell at today’s high values rather than burden their offspring with an industry in evolution.  
Many of these sellers think in generations, not decades, and want to ensure the longevity of their 
family’s estate for generations to come.

Second, as industry earnings come under pressure due in part to a lack of sales growth, sellers are 
increasingly wary about the sustainability of their profits in the near term, despite today’s high auto 
sales.  The average dealer is seeing a decline in profits and is increasingly reliant on OEM incentives 
to stay in the black.  The challenges facing dealership profitability are particularly acute for smaller 
dealership groups who lack the scale to cut costs as gross margins decline.  

DEALERSHIP ACQUISITION ACTIVITY

“Along with positive economic news, buying conditions remain strong with robust credit 
availability and aggressive vehicle incentives, and these conditions are expected to remain 
through much of 2018.”

Charlie Chesbrough, Senior Economist 
Cox Automotive 
May 2018



THE BLUE SKY REPORT®    |  4

Chart I
Average Dealership Earnings and Year over Year Change in Earnings 
2010-2018 LTM
Source:  NADA

Dealership profitability remains 
high, albeit 7.6% lower than 
2015’s peak level.  Profitability 
growth is increasingly driven 
by operational efficiencies, 
economies of scale and cost 
reduction, rather than revenue 
growth and margin expansion.

“[We are] seeing a lot more activity, significantly more than last year. We anticipate that to 
continue.”

John S. Hartman, Chief Operating Officer 
Asbury Automotive Group 
First Quarter 2018 Earnings Call
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With a rising number of buyers and sellers coming to market, Kerrigan Advisors sees an industry that 
is bifurcating into two camps: the buyer camp and the seller camp.  As efficiency and scale become 
a key driver of profitability, owning a handful of dealerships seems like an increasingly unsustainable 
business model.  For many, it is either growth mode or sell mode; however, inertia is not an option.  

Those in the buyer camp are excited about the future of auto retail and the opportunities that change 
and industry consolidation will bring.  Some of these dealers are increasingly linking up with outside 
capital and employing other people’s money (“OPM”) to finance their growth plans, a trend we highlight 
in this quarter’s report.  The buyer camp, along with their investors, see a tremendous opportunity to 
grow profits through consolidation and increased operational efficiencies that come from economies 
of scale and scope.  
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“We are operating in an exciting time where change and disruption can create considerable 
opportunities.”

Bryan DeBoer, Chief Executive Officer 
Lithia Motors  
First Quarter 2018 Earnings Call

Those in the seller camp are highly aware of the importance of scale that only size can bring.  While 
many in the seller camp understand why buyers are focused on growth, most are unwilling or unable 
to risk their own capital or partner with outside capital to execute on an expansion strategy.  Their risk 
tolerance is lower and therefore a dollar today is much more attractive than the potential for more (or 
fewer) dollars in the future.

With that backdrop, Kerrigan Advisors expects 2018’s buy/sell market to remain active, with the 
following three trends impacting the market throughout the year and into 2019:

 Ø Private dealers partner with outside capital to finance growth plans 
 Ø Public dealership groups become increasingly acquisitive
 Ø Buyers focus on current performance rather than pro forma when pricing blue sky

The Blue Sky Report® is informed by Kerrigan Advisors experience representing our sell-side clients 
in today’s buy/sell market, as well as research conducted by our firm. Kerrigan Advisors is the most 
active, licensed sell-side advisor to auto dealers in the industry.  Since 2015, our firm has advised on 
the sale of 71 dealerships, including five of the Top 100 Dealership Groups in the US, more than any 
other firm.  Kerrigan Advisors works exclusively for sellers of higher value dealerships and dealership 
groups. We do not take listings or maintain inventory; rather we develop a customized, professional 
sales approach for each client to maximize transaction proceeds.  Our team oversees and manages 
our client’s sale process from beginning through a successful closing.  In our view, dealerships and 
dealership groups are far too valuable to be sold any other way.

We hope you find the information presented in this quarter’s report helpful to your business. We look 
forward to answering any questions you may have regarding The Blue Sky Report®, The Kerrigan 
Index™ or Kerrigan Advisors’ sell-side and capital raising services for auto dealers and their families. 
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THE
BLUE SKY REPORT
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If you would like to read the full report, 
please visit our website: 

www.kerriganadvisors.com/theblueskyreport


