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Q3 dealership profit falls against 2025’s EV tax-credit
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boost as vehicle margins shrink and costs rise

Average dealership profitability remained under pressure
in the third quarter of 2026 as revenue increased but unit
sales and per-vehicle margins declined while operating
expenses rose, according to the latest Presidio-NCM
Average Dealership Performance Benchmark. New-
vehicle volume fell against a tough comparison to last
year's third quarter when consumers rushed to purchase
electric vehicles before federal tax credits expired. Gains
in finance-and-insurance and fixed operations continued
to provide support, but not enough to prevent another
year-over-year decline in net pretax profit as higher
operating costs weighed on dealership profitability.

e New-vehicle volume dropped 1.8% year over year, while
used-vehicle volume declined 0.7%.

* Gross profit per new vehicle retailed fell 10.5% year
over year to $1,741.

* Gross profit per used vehicle declined 4.5% year over
year to $1,286.

e F&l income per vehicle retailed increased 3.5% year over
year to $1,738.

* Fixed-operations gross profit increased 5.0% year over
year, generating 54.2% of total dealership gross profit.

Average dealership profitability declined in the third
quarter of 2026 as dealers sold fewer vehicles, per-vehicle
margins tumbled and operating costs rose, according to the
Presidio-NCM Average Dealership Performance Benchmark.

Net pretax profit for the average U.S. franchised dealership
declined 9.9% year over year. That was the narrowest drop of
2026, after declines of 11.2% in the first quarter and 11.8% in
the second quarter.

Interpreting third-quarter results requires some context.
Much of 2025 was shaped first by tariff-related pull-ahead
demand and then by federal electric vehicle tax credits
that expired Sept. 30. Those policy-driven catalysts created
periods of unusually strong and uneven sales, particularly for
brands with high EV exposure. In 2025’s third quarter, the
average dealership posted a 7.0% increase in net pretax
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profit, a tough comparison for this year’s third quarter. The
2026 market has largely returned to an organic supply-
demand environment.

"The industry is currently in a more traditional market
than we've seen in some time,” said Keith Style, COO and
managing director of The Presidio Group. “Gross profit
per new vehicle retailed has now declined for five straight
quarters, underscoring the challenge of balancing volume
and profitability in a more normalized market.”

The Presidio-NCM Average Dealership Performance
Benchmark is based on aggregated financial results of
more than 4,000 U.S. franchised dealerships of all brands
and sizes that work with NCM Associates. The contributing
outlets represent nearly a quarter of the 18,000-plus
franchised dealerships in the U.S. offering a broad
snapshot of industry performance.

"The third quarter underscores the importance of having
multiple profit centers across the dealership,” said Paul
Faletti, CEO of NCM Associates. “Retaining customers
throughout the ownership cycle becomes even more
important in a lower-margin environment. Whether in the
service lane or the vehicle purchase process, dealerships
that consistently earn repeat business put themselves in a
stronger position to protect profitability.”

Revenue for the average dealership climbed 2.6% to $23.5
million in the third quarter, even as new-vehicle volume fell
1.8% and used-vehicle volume slipped 0.7%. Dealers spent
more to find buyers and got less for it. Advertising expense
rose 5.0%, and advertising cost per vehicle retailed climbed
6.3% to about $411. More promotion and discounting
were not enough to match 2025's third-quarter new-vehicle
volume, which spiked as buyers rushed to qualify for the
federal EV tax credit expiring that Sept. 30.

“The third quarter underscores
the importance of having
multiple profit centers across
the dealership.”

— Paul Faletti, CEO of NCM Associates

“The industry is currently in a
more traditional market than
we’ve seen in some time.”

— Keith Style, COO of The Presidio Group

Gross profit per new vehicle retailed declined 10.5% to
$1,741 from $1,944 in the year-earlier quarter. Gross profit
per used vehicle slipped 4.5% to $1,286 from $1,347.

F&l continued to provide meaningful support. F&l income
per retail unit rose 3.5% year over year to approximately
$1,738, while total F&l income increased 2.2% as higher
per-unit income offset slightly lower sales volume.

Per-vehicle profitability also weakened from the second
quarter. Gross profit per new vehicle fell 2.7% sequentially,
its fifth straight quarterly decline, a sign that the industry’s
long-running margin reset may not be complete. Unit
profitability for used vehicles and F&l, which had both
improved sequentially in the second quarter, gave back
ground, falling 7.5% on the used side and 1.4% for F&l.

"A notable development in the quarter is that dealers
spent more to sell and still sold fewer vehicles,” said
Kevin Tynan, director of research at The Presidio Group.
“Discounting, incentives and advertising are no longer
buying volume the way they were. While fixed operations
continues to support dealership profitability, the gains in
the service drive were not enough to fully compensate for
declining margins in vehicle sales.”

Results varied sharply by brand segment. Domestic-
brand stores were hit hardest, with new-vehicle gross profit
per unit dropping 18.8% to $1,281. At import-brand stores,
new-vehicle gross per unit declined 11.3% to $1,363. Luxury-
brand dealerships were the exception, with new-vehicle
gross profit per unit improving 4.4% to $5,193, against a
weak year-earlier quarter, when luxury margins dipped.

Fixed operations was the quarter's clearest bright spot.
Gross profit from the department rose 5.0% year over year
and generated 54.2% of total dealership gross profit, up
from 52.0% a year earlier.

Warranty work helped drive the gain, with warranty repair
orders up 20.5% year over year. Warranty repair orders
rose in every brand segment. Customer-pay repair orders

T Automaker bonuses/incentives from adds and deducts are included in departmental gross; PVR only includes retail units; net profit is pre-LIFO
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Average Dealership Gross Profit Per-Vehicle Metrics
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dipped 1.0%, but revenue per customer-pay repair order
rose 7.1%.

"Fixed operations has been a source of strength this year,”
Style said. “The question going forward is how sustainable
those trends prove to be and whether dealers can continue
building on that momentum through customer retention
and service-lane engagement.”

Expenses remained a challenge. Personnel expense
increased 2.2% year over year, and advertising expense
rose 5.0%. Dealers are spending more to sell vehicles, but
in the third quarter that extra spending did not produce
more sales.

Floorplan interest expense declined 35.8% year over
year as lower interest rates and improved inventory
turns reduced carrying costs. That positive may begin to
moderate following the Federal Reserve's September
interest rate increase and the possibility of additional rate
hikes before year-end.

Despite the third-quarter decline, average dealership
profitability remains materially above pre-pandemic levels.

Looking ahead to the fourth quarter, the comparison
becomes more favorable. Last year's policy-driven catalysts
pulled vehicle demand forward into the first three quarters
of 2025, and net pretax profit for the average dealership
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fell 9.7% in that year's fourth quarter. That gives dealers an
easier comparison in 2026's final quarter.

Even so, the industry’s ongoing profitability trajectory will
depend heavily on whether dealers can rein in expenses
and build sales momentum without sacrificing additional
front-end gross profit. If they can accomplish both of those,
per-vehicle profitability may have a chance to stabilize again
and finally establish a lasting floor.

The Presidio Group LLC’s Investment Banking services are offered through its subsidiary Presidio Merchant Partners LLC, member FINRA, SIPC.

This material has been prepared solely for informational and educational purposes and should not be construed as tax, legal, accounting or investment advice, nor as a recommendation to engage
in any specific transaction or investment strategy. Recipients should consult their own professional advisors regarding their individual circumstances. Any views or opinions expressed are subject to
change without notice. Past performance does not guarantee and should not be relied upon as an indicator of future results.
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2027 TRAINING SCHEDULE

Plan Your Development. Build skills. Strengthen leaders. Improve performance.

PLAN YOUR
DEVELOPMENT

Training that meets you where you are and where you want to go.

Build the skills, leadership capabilities, and practical tools you and your team need to
perform today and prepare for what comes next. Choose from in-person training, online
learning, and custom training solutions designed around your dealership's goals.

IN-PERSON ONLINE CUSTOM
TRAINING TRAINING TRAINING
Attend instructor-led classes Expand your options with Build a training solution
in a classroom setting, online virtual learning around your dealership, team,
connect with peers, and bring designed to make goals, and specific business
practical strategies back to development more accessible needs with our custom
the dealership. and easier to fit into your busy training solutions.

schedule.

COMPLETE YOUR CAREER PATH AND SAVE

Build your skills from fundamentals to advanced strategies with a
course path designed for your role. Each session builds on the last,
helping you apply what you learn and get more from your training.

Save an average of 30% when you bundle sessions. Scan the QR
code and see all sessions.

— Up to 30% off
D - £ + B2 -

Save up to 30% when you purchase more than one session.




