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Kerrigan Advisors’ Recent Florida Transactions
89 Dealerships Sold Nationwide in Five Years

More than Any Other Firm in the Industry

Daytona, FL

Daytona, FL

Jacksonville, FL

Wesley Chapel, FL

“We appreciate the 
professionalism and hard 
work of Kerrigan Advisors that 
ensured that this transaction got 
done.”

John Fields
CEO of Fields Automotive Group

“Kerrigan Advisors has specialists 
for every part of a complicated 
transaction. They ensure the 
numbers and details of the deal 
are perfect for a smooth close.”

Billy Fuccillo Jr.
Seller of Fuccillo Nissan of 
Orange Park

Kerrigan Advisors has the honor of advising the industry’s leading dealers through the lifecycle of 
growing, operating and, when the time is right, monetizing their businesses.

If you would like to learn more about Kerrigan Advisors, please contact Erin Kerrigan or Ryan Kerrigan at 
(949) 202-2200 or visit www.KerriganAdvisors.com.



THE BLUE SKY REPORT®    
First Quarter 2020

3|

206

242
221

202
216

233

54 49

2014 2015 2016 2017 2018 2019 Q1 2019 Q1 2020

-9.3%

$225,996 

$198,820 

$173,648 
$151,437 $148,640 

$206,179 

2015 2016 2017 2018 2019 2020

+38
.7%

The first quarter buy/sell market declined by 9.3% as compared to the first quarter of 2019 (see Chart I). 
After a strong start to the year, buy/sell activity came to a standstill in mid-March as US auto retailers 
abruptly refocused their energy on internal operations and cash preservation due to the coronavirus. 
With the industry in crisis mode, transactions slated to close at the end of the quarter were postponed, 
renegotiated or, in the worst case, terminated. The most notable termination was Asbury Automotive 
Group’s $1 billion acquisition of Park Place Dealerships, which was slated to close by the end of March 
and expected to jump start a record year of buy/sell spending.

Since mid-March, the coronavirus pandemic has caused financial whiplash in auto retail. Before the 
pandemic precipitated an economic shutdown, US dealerships were tracking to near record earnings 
(see Chart II), approaching 2015’s peak level for the first time in five years. Dealers conveyed great 
optimism coming out of the February 2020 NADA convention and transaction activity was expected to 
follow suit with strong buyer demand and attractive valuations based on 2020 earnings expectations. 
That optimism abruptly ended on March 15th as dealership showrooms shuttered and stay-at-home 
orders proliferated throughout the US. Auto sales plummeted 15% in March and a further 39% in 
April, resulting in one of the sharpest declines in month-over-month dealership earnings on record 
(see Chart III on the following page).

DEALERSHIP ACQUISITION ACTIVITY

Chart I
Total Number of Completed Dealership Transactions
Source: The Banks Report, Kerrigan Advisors Analysis

There were 49 completed 
dealership buy/sell 
transactions in the first 
quarter of 2020, a 9.3% 
decline from the first 
quarter of 2019. The 
buy/sell market was on 
track for a record year 
in 2020 before state 
governments issued 
stay-at-home orders and 
showroom shutdowns.

Chart II
Average Dealership Pre-Tax Profit, February Year-to-Date
Source: NADA

Auto retailers started 
2020 with tremendous 
momentum. Dealership 
earnings were on track 
for a 38.7% increase over 
2019 and the industry was 
full of optimism before 
the onset of the global 
pandemic.
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As steep as the financial decline was for auto dealerships at the end of the first quarter, there are 
reasons to be optimistic about the industry’s resilience in the face of a crisis and its growth prospects 
coming out of the pandemic. The flexibility and sustainability of the dealership business model has 
proven its ability to overcome the most insuperable economic times. It is important to remember 
that even in the depths of the Great Recession, auto retailers remained profitable despite a 50% 
decline in new vehicle sales. Most critically, auto sales led the economy out of the Great Recession, 
outperforming total retail sales by 35% during the five year period after the crisis (see Chart IV) and 
dealership earnings rose at a 30.5% compounded annual growth rate (CAGR) from 2008 to 2012, 12.6 
times faster than GDP growth during that period (see Chart V on the following page). 

Chart IV
US Auto Sales vs. Retail Sales Benchmarked at 1 in January 2009
Source: Federal Reserve Bank of St. Louis, Kerrigan Advisors Analysis

Auto retail outperformed 
total retail sales by 35% 
coming out of the Great 
Recession.

Chart III
Average Dealership Pre-Tax Profit by Month
Source: NADA

The average dealership saw 
earnings decline 65% from 
February to March of 2020, 
the largest month-over-
month decline on record. 
Government-mandated stay-
at-home orders across the 
US caused vehicle sales and 
service activity to plummet.

“Through February, we were on pace for record first quarter results in both the US and UK.”

Earl Hesterberg, President & CEO
Group 1 Automotive
First Quarter 2020 Earnings Call
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Chart V
Average Annual Dealership Pre-Tax Profit
Source: NADA

Auto dealership earnings 
grew at a 30.5% 
compounded annual 
growth rate (CAGR) 
coming out of the Great 
Recession, 12.6 times 
faster than US GDP, 
returning to pre-recession 
earnings by 2009.

Chart VI
The Kerrigan Index™ vs. S&P 500 (rebased)
Source: Yahoo Finance, YCharts, Kerrigan Advisors Analysis

Methodology:

The Kerrigan Index™ is composed of the seven publicly-traded auto retail companies with operations focused on the US market, including 

CarMax, AutoNation, Penske Automotive Group, Lithia Motors, Asbury Automotive Group, Group 1 Automotive and Sonic Automotive. 

The Kerrigan Index™ is weighted by the market capitalization of each company and benchmarked at 100 on 1/3/2000. 

Auto retail valuations also outpaced the financial markets after the Great Recession. The Kerrigan 
Index™, which is comprised of the seven publicly-traded auto retailers in the US, outperformed the 
S&P 500 by 390% between January 2009 and June 2015 (see Chart VI). The biggest driver of auto 
retail’s valuation rebound was the industry’s ability to remain profitable during the Great Recession 
and its impressive earnings growth relative to the rest of the US economy in the year’s following. Wall 
Street took note of the resilience of the auto retail business model and rewarded these companies 
with higher valuations.
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The Kerrigan Index™ 
outperformed the S&P 
500 by 390% between 
2009 and 2015.
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While today’s global health crisis is impacting auto retail in different ways from the Great Recession, 
these differences are for the most part to the benefit of the industry. Out of the gate, industry partners, 
vendors, lenders and OEMS have provided dealers with tremendous financial and administrative 
support to ensure they weather the financial impact of lost sales and avoid closure. For this reason, 
the health crisis here-to-date has caused few distressed sales despite draconian government 
measures to stop economic activity. Rather, dealers are being supported by their industry partners 
and collaborating to ensure a smooth reopening and a return to functioning operations and sales.

“The OEMs are being so supportive.”

Roger Penske, Chairman & CEO
Penske Automotive Group
First Quarter 2020 Earnings Call

In addition, the Federal Reserve and the federal government moved at a record pace to ensure the credit 
markets continued to function and businesses could stay afloat. Congress also made sure consumers 
had an economic cushion to weather the financial impact of the crisis. These actions included: (i) 
reducing the Federal Funds Rate by 100 basis points to zero on March 15th; (ii) reinstituting the TALF 
program to support auto loan and floorplan financing on March 23rd; (iii) approving $560 billion in 
stimulus checks to consumers on March 25th, and (iv) creating the Paycheck Protection Program (PPP) 
to support the costs of payroll, rent, utilities and mortgages on March 27th. The record pace with which 
the US government reacted to the coronavirus crisis contrasted notably with the Great Recession. By 
way of perspective, the original TALF program took nearly 12 months for Congress to approve in 2009.

“Reflecting back to 2008 and 2009, our resiliency was highlighted when we remained 
profitable and cash flow positive throughout this historic trough.”

Tina Miller, Senior Vice President and CFO
Lithia Motors
First Quarter 2020 Earnings Call

“We have not seen any tightening in the credit market.”

Chris Holzshu, Executive Vice President & COO
Lithia Motors
First Quarter 2020 Earnings Call

While few doubt auto retail’s ability to rebound, there will still be challenges to overcome, particularly 
as the economy works its way out of record unemployment, inventories remain limited due to 
production delays and dealers adapt to operating during a health pandemic. This said, a recovery 
already seems to be in the works with many public and private retailers reporting strong sales in May 
and expectations for earnings growth for the remainder of 2020. Most notably, the capital markets are 
experiencing a surge in auto retail valuations. Since bottoming on March 18th, The Kerrigan Index™ has 
risen an impressive 81.2%, outperforming the S&P 500 by 25% (see Chart VII on the following page).
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Chart VII
The Kerrigan Index™ (January-May 2020)
Source: Yahoo Finance, YCharts, Kerrigan Advisors Analysis
See Chart V on page 5 for Methodology for The Kerrigan Index™

“The automotive recovery is underway.”

Mike Jackson, Chairman and Acting CEO
AutoNation
First Quarter 2020 Earnings Call

One silver lining of the crisis is that it has become a catalyst for positive changes in auto retail. Dealers 
are accelerating their use of technology to increase sales per employee and reduce their expense 
structure while improving the customer experience and increasing operational efficiencies. This is 
all happening as some risk factors to the auto retail business model have been unexpectedly thrust 
into the future. Ridesharing platforms, subscription services, autonomous vehicles, and even electric 
vehicles are increasingly sidelined, as OEMs and other industry players refocus their energies and 
capital on today’s profitability over tomorrow’s industry disruption.

“We’re seeing with the dealership of the future, you can certainly be more efficient, and 
you can be a flatter organization with less cogs in the wheel, the more transactions and 
transparency that you have online.”

David Hult, President & CEO
Asbury Automotive Group
First Quarter 2020 Earnings Call

Perhaps it is for these reasons that Kerrigan Advisors has seen a surge in buyer and investor interest 
in dealerships, a trend we will discuss in the Buy/Sell Trends Section on page 18. Buyers and 
investors see an opportunity for tremendous earnings growth in auto retail in the near future, not 
only as a result of a rebound in car sales, but also from newfound efficiencies and reduced friction 
in the business model. Also, there is an expectation that the crisis will bring more sellers to market, 
particularly single point dealers who are uninterested in reengineering their business to the inevitable 
post-pandemic digital sales environment.

Since declining 54.6% from its 2020 peak, 
The Kerrigan Index™ has rebounded 
81.2% through the end of May.
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In terms of valuation expectations for 2020, given strong buyer demand and today’s low cost 
of capital, Kerrigan Advisors does not expect to see dramatic changes in blue sky values in the 
foreseeable future, despite the economic impact of COVID-19 in the first and second quarter. While 
the coronavirus will undoubtedly force some distressed dealership sales of weaker franchises and 
over-levered dealers, those one-off valuations are not a reflection of the overall market. For the most 
part, dealers can maintain profits even in the worst of times and patiently wait for a buyer to reach 
their valuation expectations, particularly in the case of the strongest franchises. As such, the most 
likely impact of COVID-19 is a slower buy/sell market in the second and third quarter of 2020, rather 
than a decline in valuations, with the potential for a rebound in buy/sell activity by the fourth quarter 
as auto sales rise and buyers seek to put their capital to work.

“Consolidation opportunities within our industry remain plentiful, allowing us to continue to 
grow rapidly.”

Bryan DeBoer, President & CEO
Lithia Motors
First Quarter 2020 Earnings Call

With this overview of the first quarter, Kerrigan Advisors has identified the following three trends, 
which we expect to meaningfully impact the buy/sell market for the remainder of 2020.

Ø Sellers’ blue sky pricing expectations exclude COVID-19 financial impact
Ø Surge in buyer/investor demand due to industry growth prospects and low cost of capital
Ø Buy/sell activity by state diverges based on level of economic shutdown

The Blue Sky Report® is informed by Kerrigan Advisors’ nationwide experience enhancing the value 
of the industry’s leading dealership groups through the lifecycle of growing, operating and ultimately 
selling their businesses. In the past five years, our firm has represented on the sale of the industry’s 
largest transactions throughout the US, including five of the Top 100 Dealership Groups, more than 
any other firm in the industry. We do not take listings, rather we develop a customized sales approach 
for each client to achieve their transaction and financial goals.

We have had the honor of advising auto retail’s leading families on their growth strategies, capital 
allocation plans, operations, real estate and the sale of their valuable businesses. Our team oversees 
and manages our client engagements from beginning through a successful outcome. In our view, 
dealerships are far too valuable to be advised 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’ strategic consulting, capital raising and sell-side services.
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If you would like to receive the full 
report including franchise blue sky 

multiples, please email Erin Kerrigan at: 
erin@kerriganadvisors.com
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