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5 Reasons New Car Retailing Needs to be Digitized Now

Car dealers in Germany have opened again ca. four weeks ago. But the situation has hardly
changed since then; new car sales are still down (Helmut Kluger in Automobilwoche 11/12 2020).
Do customers simply no longer want to buy new cars? Or is this due to hurdles that can be

lowered by dealers, e.g. through digitization?

#1. People Want to Buy New
Cars Again

OnMarch13, 202Q the GermanChancellor
Merkel had askedto cancel all nonessential
eventsandto stayat home As aresult,Google
searchegor thekeywords® A ukawferi (buying
a car) and “Neuwagei (new car) plummeted
massively In calendaweek16 thefirst easef
the curfew were announced After that, the
number of those Google searchesose sharply
again(Exhibit 1).

On carwow Germany,i.e. a car buying
comparison site, the number of new car
configurationshasbeengrowingagainsincemid-

EXHIBIT 1

April. In mid-May, alevel 20 percenthigherthan
at the beginningof March was reached(Exhi-
bit 2).

The numberof inquiriesto car dealersvia
carwow Germany shows a similar trend
However,they havenot yet returnedto the level
of early March (Exhibit 3).

On carwow therearetwo typesof inquiries
to car dealers—by messageor phone Phone
calls point to a much strongerbuying intention
thanmessages This is why a high proportionof
phone calls is desirable Indeed, an increasing
numberof phonecalls hasbeenseensince mid-
April. Thenumberof phonecalls evenexceeded
the numberof messagegExhibit 4).

SEARCH INTEREST ON GOOGLE OVER THE LAST 12 MONTHS, GERMANY

IN PERCENT*

Chancellor Merkel
urges to cancel all
unnecessary events
and to refrain from
social contacts
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the spread of the
Sars-CoV-2 virus
communicated
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Calendar weeks (2019)

Calendar weeks (2020)

* The values indicate the search interest relative to the highest point in the chart for the se-
lected region in the specified time period; the value 100 represents the highest popularity

of this search term
Source: Google Trends; tagesschau.de; absatzwirtschaft.de
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EXHIBIT 2

CAR CONFIGURATIONS BY CUSTOMERS, GERMANY 2020*
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EXHIBIT 3

CUSTOMER INQUIRIES TO CAR DEALERS, GERMANY 2020*
IN INDEX POINTS
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EXHIBIT 4

Configurations

!
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’ Sales

BREAKDOWN OF INQUIRIES INTO MESSAGES AND PHONE CALLS, 2020

IN PERCENT
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Phone calls indicate a much stronger buying intention than messages
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Source: carwow

All thesefacts indicate that there is great
interestin buyingnew carsagain

Neverthelessnew car salesare not really
picking up again Most car dealersbemoanthe
current state of their business Last week,
Autohaus i.e. a German professionaljournal,
carriedout anonline surveyon this issuewith car
dealers 1,224 personshave answered 72
percentof them are unhappywith their business
at the moment But ca a quarterarealso (very)
contented So, there is—probably with good
reasor—not every car dealerin a bad mood
(Exhibit 5).

In addition, the German industry
association Zentralverband Deutsches
Kraftfahrzeuggewerbe (ZDK) ran a survey
betweenMay 4 and11, 2020 The questionwas
asked to what extent new car sales declined
comparedto the sameperiod last year 1,357
peopletook partin this survey Of these,ca 53
percentstatedthatthey havesofar soldonly half
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or even fewer new cars comparedto the same
periodin 2019 Around?29 percentcomplainedf

a drop in salesbetween30 and 49 percent At

around16 percent,the slumpin saleswas 10 to

29 percent And mere 3 percent have only
suffered a drop in salesof up to ten percent
(Exhibit 6).

Despite the fact that buying interest has
risen again, thereis thus a strong reluctanceto
buy. At the moment there is a discussionin
Germanyif there should be governmentgrants
for new car purchases This is why someof the
peopleinterestedn buyinga new car do not buy
yet Theywait for the outcomeof this discussion
But not everyonecan or wantsto postponetheir
purchasebecauseof this. However, many of
those willing to buy do not come to the car
dealerships
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EXHIBIT 5

PROPORTION OF CAR DEALERS BY DEGREE OF SATISFACTION WITH THE BUSINESS
DEVELOPMENT SINCE REOPENING*, GERMANY

IN PERCENT
o>
Very satisfied 12
Satisfied 16
Dissatisfied 43

* Question: For about two weeks now, car dealers in Germany have reopened their show-
rooms. How satisfied are you with the new start of business so far? (as of May 25, 2020)

—
Source: autohaus.de k/)j(# T.K.HAMANN .“ MING LABS

EXHIBIT 6

PROPORTION OF CAR DEALERS BY DEGREE OF DECLINE IN NEW CAR SALES
COMPARED TO THE SAME PERIOD LAST YEAR, GERMANY*

IN PERCENT
o

10-29 15.6
YOY sales decline
In percent
3049 28.7
250 52.6

* Survey conducted between May 4 and 11, 2020 —
Source: Zentralverband Deutsches Kraftfahrzeuggewerbe (ZDK); automobilwoche.de LK‘# T.K.HAMANN .‘ MING LABS



5 Reasons New Car Retailing Needs to be Digitized Now

H#2: People do Not Necessarily over, 32 percentof carbuyerscould alsoenvisage

Return to Car Dealershios to sell their old vehicle online (Exhibit 7). 1t is
P easyto think of how the Coronacrisis might have

But Want to Buy Remotely changedhesefigures

A surveyby carwow Germanyshowedthat
at least87 percentof car buyerswant additional
servicedrom their dealerghesedays In total 69
percentof the people surveyedwant additional
servicesto reducethe needto visit a dealer
Thesemeasuresrelisted below

60 percent of consumersdo not like
shoppingat the moment (INNOFACT Corona
HandelsTrackeras of calendarweek 20, n =
1,048. Most of the peoplefeel uneasyduring a
stayin are-openedshopandfind fault how other
customerdehave 85 percentof the respondents

only visit shops when it is really essential » Complete online purchase without visiting the

(INNOFACT CoronaHandelsTracker as of dealer

calendamweek 20, n = 1,048. As aresult,after » Test drives with disinfected vehicle delivered

the gradualre-openingof the shops,still lessis to your home

boughtin the brick-andmortarstores « Delivery to your home free of charge
Againstthis backgroundit is morelikely to * Online video consultations to virtually explore

converta lead into a deal if remote buying is available vehicles

offered In 2017 long beforethe Coronacrisis,
34 percentof 1,016 new car buyers surveyed
werealreadyopento theonline channel More-

EXHIBIT 7 -
PROPORTION OF CAR BUYERS WHO CAN IMAGINE AN ONLINE TRANSACTION{2017*

IN PERCENT
100% —»
joect|ng the 56 57
online channel 66
Dg not knqw/ 10 1
no information
10
Open to the y
online channel 4
Buying a new car Buying a used car Selling/trading in
the previous car
* Question: Please think about it for a moment: Could you generally imagine to complete
the purchase of a new car and also the sale of your current/previous vehicle completely
online in the future? —
Source: TUV Nord, Autohaus and effisma group @'& T.K.HAMANN .‘ MING LABS
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If dealersoffer theseservicesthey receive
more customer requestsat this time. This
increaseshe chanceto make actual sales Of
coursenotall of thesemeasuregaredigital.

#3: Dealers That Sell New Cars
Remotely Are More
Successful

Prior to the Coronacrisis, not more than
five percentof the cardealeran Germanyoffered
remotebuying Accordingto carwow Germany,
therearesomedealerghatdid not facea dropin
sales—evenduring the lockdown Thesearethe
same few dealers who had offered remote
channelsbefore the crisis Other dealershave
noticed this quite quickly. It is no wonderthat
they have addedremotebuying to their services
without delay Internet platforms for new car
salesarereportingstablesalesat pre-crisislevels
(Mirabell SchmidtLackner in Automobilwoche
11/12 2020. Also, accordingto Porschemore
cars are now sold over the Internet (Michael
Gersterin Automobilwoche11/12 2020. And
the brick-andmortar outlets, on the other hand,
remain empty This is not a coincidence So,
other brandstoo, like Peugeot,and dealersare
settingup webstores In mostcasedor vehicles
in stockatfirst.

Despitethis, in mid-March, as much as 40
percentof retailersstill did not planto useonline
channelsmore (autohausle n = 621). These
seemto just wantto bury their headsin the sand
andcarryon asbefore

Most of the dealerswho got activerealized
spontaneousolutionsat shortnotice Theseare
in manycasesmprovisedandfragmented Now,
the challengeis to professionalizeand complete
them

#4. Carrying on as Before Will
Hardly Solve Problems

It is wrongto think thatthe world will look
the sameafter the Coronacrisis as before As
already mentioned,the SARSCoV-2 virus has
caused many dealers to change their sales
approaches Customerswill like someof these
changes—-whetheror not they are antiinfection
This is why such changeswill also remainin
placein the time after Corona A shortstoryis
givenasanexampleof this:

Prior to the curfew, a friend of mine had
bookeda yogaclassfor thefirst time. Thecourse
was postponeddue to the restrictionsin force
My friend was sad But then the yoga teacher
calledagain Sheaskedif my friend would also
like to takepartin awebmeeting If atleastfive
people came together, the course would take
placein this way. My friend was not over the
moonbut agreed Threepeoplewere ableto set
up to take part live in the web meeting The
coursewas held anyway Becausedor two other
persongt wasall right to watchthe sessionasa
video later online  So, the coursewas recorded
My friend washappy Two dayslater shebought
a ticket of ten at this yoga studia At her first
sessionnot all hadworkedwell. My friend lost
her glassesoncein a while during the training,
and her tablet was not well placed But as a
customershelearnedfast how to take advantage
of the new service The next time she used
contactlensesand placedthe deviceon a small
table,notonthefloor. A shorttime latershetold
me why shehascometo like the new format so
much Shedoesnot haveto go to the yogastudio
afterwork. Moreover,shedoesnotfeelanyinner
needto wear makeup at web meetings This
savesher time and meansshe can attend yoga
classesnoreoften Thisis why shewill still take
virtual yoga classeswhen the Coronacrisis will
belongover.
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The yoga studio could have just stuck to
what they were usedto—as 40 percentof car
dealersdo now. Then they would not have
offered online courses They would not have
won new customers Theywould not evenhave
sold any classesduring the lockdown But the
yogastudiohasmadea newventure Theyhave
thusaddednewservicedo their portfolio. People
quickly started to love these new services
Becauseof the benefitsthey will not stopasking
for them Therewill be no going backto “ o |
t i me Bo"do nothing just meansto give the
competitorsa headstart Someof the big car
dealershigroupshavealreadygraspedhis point.
So, the Emil Frey Group hasfoundedtheir own
companyfor this purpose—the Emil FreyDigital
AG.

If my friend had beenaskeda few weeks
agowhethershewould like online yoga classes,
shewould havesaidno. Now shedoesnot want
to missthemanymore A customersurveywould
havefailed in this case For this reason,some
changesshould simply be tried out on a small
scale Afterwardsit shouldbe quickly checkedf
peoplejump on it or not. On this basis,it should
thenbe decidedwhetherto continueandscaleup
if needbe

#5: Digitizing New Car
Retailing Creates Superior
Customer Experiences

Productsand serviceswith great benefits
gettheir way. Customerexperience®play a key
role in this. Thesemustbe improved Digital
approache<an help to achievethis. Justtwo
smallexampleshallshowthis.

Whenit comesto car dealershipsmystery
shoppingis a common practice  Among other
things, it is lookedinto if andhow fastthe sales
teamreactsto inquiriesvia the websiteor email
It is hardto believewhat this regularly bringsto
light. Half of all inquiriesor evenmore are not
answeredat all. The people who made the
inquiriesareof coursenot happy Suchtaskscan
be performedby computersin full. No inquiry
would be left without an answerthen Thereare
Internetplatformsthatdo justthat Usersgetfive
offers on eachnew car configurationwithin 24
hours This servicedelights 86 percentof the
morethan4,000 usersratedcarwow Germanyas
“hervorragent (excellent), 11 percentas“ g u |
(great) this meansan averagerating of 4.8 of
five stars(Trustpilot) In the United Kingdom
almostall of the 20,000 reviewsare superb—89
percent “ e x ¢ e lahde & tpércent “ gr e
(Trustpilot).

Customerdatais a hugetreasure But the
treasurdas hidden It mustbelifted. Thisis done
by analyzingthedata Salespeopléaveto spend
alot of time on this. Theydo not alwaysdo this
in a systematicand structuredway. So, they
makemistakesor leavegaps Algorithms cando
this work faster and better They can, for
instance, searchfor customerswith old, high-
mileage vehicles in the CRM systems This
would allow the salesstaff to focustheir precious
time on phone calls with “ h o tuStomers
Softwarecould also be usedto track whetherall
peopleon the list haveactuallybeencalled By
comparingthe dialed phone numberswith the
masterdata

Thelist of otherideasis long...
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T. K. Hamann, founded in 2016, is a top management
consultancy.

Our major concern is maximizing the performance capability
of our clients. We achieve this by strictly adhering to our
values—as a result of combining precision, sustainable value
creation and integrity.

We pool our activities relating to digitization in the
T. K. Hamann digital lab.

More information can be found on our websites:
www.tkhamann.com and www.tkhamann.io

MING Labs is a digital innovation company with profound
professional and technical competence in developing digital
services that make for convincing business cases by creating
superior digital experiences, defining the required tech setup
and developing turnkey solutions (screens, code, and
architecture).

We have 80+ digital experts in 6 offices across global hubs
(Berlin, Munich, New York, Shanghai, Singapore, Suzhou).

Established in 2011, we can draw on a decade of experience
in digital transformation across industries.

More information can be found on our website:
www.minglabs.com
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