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Coronavirus Update
Mar 25, 2022 -- Parts Suppliers Are Slightly Optimistic

• The Q1 2022 Automotive Supplier Barometer Index by the Original Equipment Suppliers Association registered “marginally
optimistic” at 52. A reading over 50 indicates optimism. The Q1 result was up from the negative reading of 34 in Q3 2021. Small and
medium suppliers were more optimistic but large suppliers remained pessimistic. Top threats to industry improvement include
production slowdowns, supply chain shortages, labor availability, backlogs, cost pressures, a pandemic resurgence, and rising
interest rates.

• Retailer Autozone is building its eleventh distribution center, which will be 800,000 square feet and operate out of New Kent
County, Virginia. The site was chosen due to road and rail corridors and its proximity to the Port of Virginia, since the company
plans to import a share of inventory. The massive retail will effectively supply its own stores along the Atlantic coast and
potentially forego distributors.

• While efforts to increase electric vehicle production and sales will expand the aftermark for EV parts, demand for combustion
engine parts isn’t going away anytime soon. “We are looking at evolution, not revolution, said Paul McCarthy, president and CEO,
AASA. “While EV replacement parts sales will double in size between now and 2025, and again between 2025 and 2030, EVs still
have a long road before they account for a large percentage of aftermarket sales.”

• Auto parts distributors may be impacted by pandemic-induced changes in logistics strategies that are being implemented in the
auto industry. Many companies in the supply network are reducing reliance on the just-in-time, lean production practices that have
guided automotive manufacturers for nearly 40 years, according to Reuters news service. Firms are sourcing products from
multiple suppliers, asking suppliers to hold in warehouses a backlog of critical inventory, and building out software networks to
better track suppliers. Companies are looking at the total cost of any approach instead of simply its upfront price tag, according to
BorgWarner Chief Executive Frederic Lissalde.

• The coronavirus pandemic has accelerated the transition to an e-commerce model that may threaten the viability of many auto
parts distributors, according to some industry experts. Rapid development of e-commerce features including advanced search by
year/make/model, exploded parts views, component search, and search by product specification may eliminate customers’ need
for distributor expertise. The software advances may ultimately allow parts manufacturers to significantly increase direct sales
without investing heavily in customer support. Experts say that a key distributor response to the challenge will be ensuring quick
parts delivery through careful placement of distribution centers that resolve "last mile" delivery issues.

• Vehicle miles traveled (VMT), an indicator demand for auto parts, increased 11.2% in 2021, according to the Federal Highway
Administration. As a result, VMT recovered from the 11% decline in 2020.



Industry Structure

Auto Parts 
Distributors 

8,100 companies

SUPPLIERS

Parts Manufacturers 

Auto Supplies Manufacturers 

Importers 

Warehouse Equipment 

Information Technology

NEW ENTRANTS

Relatively Low Barriers to Entry 

Fragmented Local Market

SUBSTITUTES

Direct Sales by Manufacturers 

Auto Parts Stores

BUYERS

Auto Repair Shops 

Service Stations 

Fleet Operators 

Jobbers 

Auto Dealerships 

Auto Parts Stores

The average auto parts distributor operates out of a single location, employs 20-21 workers, and generates about $23-24 million
annually.

• The auto parts distribution industry consists of about 8,100 companies that employ about 168,400 workers and generate about
$192 billion annually.

• The industry is concentrated at the top and fragmented at the bottom; the top 50 companies account for 61% of sales. Many
companies are small independent operators.

• Large companies include Hahn Automotive Warehouse and Keystone Automotive.

• Some large auto parts distributors have extensive retail operations.



Industry Demographics

Female Owned

9.0%

Minority Owned

19.0%

Veteran Owned

7.8%

Corporations (46.0%)

S-Corporations (40.0%)

Individual Proprietorships (5.0%)

Partnerships (8.0%)

Non-profit/Other (1.0%)

46%

8%

5%

40%

Source: US Census Bureau

Source: Census Bureau



How Firms Operate
Products and Operations

Companies distribute automotive parts, supplies, equipment, tools, and accessories to retailers and auto service providers.

• Major product categories include engine parts, body parts and repair materials, brake parts, automotive accessories, suspension
parts, batteries, filters, complete engines, and exhaust system parts.

• Companies may specialize in a particular category, such as body parts or paint.

• Customers include repair shops, service stations, fleet operators, jobbers, and auto dealerships.

• Large companies may distribute other types of products, including industrial or electrical parts.

Auto Parts Distributors Revenue

Auto parts distributors deal primarily with replacement parts and accessories. OEM (original equipment manufacturer) parts are auto
manufacturer-branded replacement parts. Aftermarket parts are built or reconditioned to replace OE (original equipment) parts – the
part used by the car manufacturer when the car left the factory. Accessories generally enhance the comfort, convenience, appearance,
performance, or safety of a vehicle. Accessories include grilles, spoilers, and audio systems. Supplies include lubricants, sealants,
polishes, and waxes.

In general, auto parts distribution involves warehouse distributors (WD), jobbers, and retailers. Large WDs purchase and stock large
quantities of parts and supplies from manufacturers and distribute them to jobbers. Jobbers purchase smaller quantities from WDs and
sell them to retailers/dealers, repair shops, body shops, and dealership parts departments. In some cases, customers purchase parts
directly from WDs. Some companies belong to program buying groups which allow members to benefit from large group purchases.
Large program buying groups operate networks of warehouses and may offer branded products and marketing and technical support.

Effective supply chain management is a critical part of operations. Large companies have sophisticated computerized inventory
management systems to track hundreds of thousands of different parts and related items. Software programs determine optimal
stocking levels by assessing a variety of factors, including auto registrations, usage rates, and production statistics. Some companies
use automatic replenishment systems to manage inventory levels. Rapid turnaround is important; many companies attempt to fill and
ship/deliver orders in the same day so customers can maximize repair time. Some companies have online catalogs and e-commerce
capabilities. Companies may offer delivery services.

Non-electrical Engine Parts (9.0%)

Brake Parts (5.0%)

Body Parts & Repair (8.0%)

Electrical Engine Parts (15.0%)

Suspension Parts (6.0%)

Batteries (8.0%)

Filters (4.0%)

Exhaust System Parts (7.0%)

Other (38.0%)

9%

5%

8%

15%

6%

38%

7%

4% 8%

Source: US Census Bureau



Staff includes workers in purchasing, sales, warehouses, transportation, and administrative positions. Compensation for sales staff may
involve commissions. Jobbers often serve as sales staff for WDs.

Revenue per Employee by Establishment Size

Profit Drivers

Growing Customer Base

Auto parts distributors face competition from large auto parts retailers, auto dealerships, and online retailers for new customers. They
compete on the basis of customer service, including same-day delivery of customer orders. Having knowledgeable sales staff that
develop and maintain relationships with customers helps with retention rates. Some distributors are implementing online ordering
systems and electronic parts catalogs to improve customer convenience and reach new potential customers.

Managing Inventory

Warehouse distributors stock hundreds of thousands of parts, components, and accessories to service the ever growing number of
different brands and models. While jobbers generally maintain a more limited selection, jobbers still manage tens of thousands of parts.
Customers expect fast delivery, so distributors must balance having sufficient inventory to avoid out-of-stocks with tying up cash due
to excessive inventory levels. Most companies invest in sophisticated inventory management systems that track the large number of
individual parts and provide insight on sales trends by part.

Speeding Collections

Besides inventory, many auto parts distributors also have cash tied up in accounts receivables. They frequently sell to small auto repair
shops that can be slow to pay. Small shops also pose a risk of bad debt write-offs if they go out of business. Distributors may require
payment upon delivery to lower credit risk and reduce outstanding receivables.
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Global Perspective
International Trade

Motor Vehicle Parts Imports and Exports

Motor Vehicle Parts Year-to-Date Trade Data

FEBRUARY 2022 VALUE ($MILLIONS) % CHANGE

Imports $19,578 6.38%

Exports $8,035 9.96%

Trade Balance -$11,543
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Imports by Country

Motor Vehicle Parts Imports

COUNTRY YEAR 2021 % IMPORTS

Mexico $49,278,051,696 41.93%

Canada $13,171,879,774 11.21%

China $12,387,658,279 10.54%

Japan $10,984,818,907 9.35%

Korea, south $7,405,992,726 6.3%

Germany $5,293,903,799 4.5%

Taiwan $3,085,740,660 2.63%

India $1,875,534,469 1.6%

Thailand $1,580,324,699 1.34%

Italy $1,241,607,571 1.06%

All Other - 9.54%

Mexico (41.9%)
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Korea, south (6.3%)

Germany (4.5%)

Taiwan (2.6%)
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Italy (1.1%)

All Other (9.5%)
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Exports by Country

Motor Vehicle Parts Exports

COUNTRY YEAR 2021 % EXPORTS

Mexico $17,314,452,011 38.39%

Canada $13,558,104,637 30.06%

China $2,145,286,785 4.76%

Germany $949,709,188 2.11%

Brazil $928,421,724 2.06%

Japan $856,383,397 1.9%

Africa $839,668,193 1.86%

United kingdom $733,780,826 1.63%

Australia $724,897,776 1.61%

Spain $562,718,139 1.25%

All Other - 14.37%

Mexico (38.4%)

Canada (30.1%)

China (4.8%)

Germany (2.1%)

Brazil (2.1%)

Japan (1.9%)

Africa (1.9%)

United kingdom (1.6%)

Australia (1.6%)

Spain (1.3%)

All Other (14.4%)
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Industry Trends
Trends are affected by the COVID-19 pandemic.

Changes in revenue, employment, business practices, trade and forecasts are occurring rapidly and data reporting by the government
lags the changes. We are tracking changes in the “Coronavirus Update” chapter.

Aftermarket Parts Demand

Growth in the aftermarket parts industry can slow when the economy strengthens and consumers have greater disposable income to
purchase newer vehicles. The average age of vehicles operating in the US has reached 12 years, which is well beyond the typical
warranty period. However, greater income may drive consumers to purchase newer vehicles that require less maintenance to keep
operational. In addition, the average number of miles driven is flattening, which impacts wear on vehicles and demand for replacement
parts. The industry is benefiting from a growing number of vehicles on the road. Sales of aftermarket parts increased 4% in the first half
of 2020 from a year ago, despite less driving during the quarantines. The DIY and discretionary parts categories grew significantly as
more drivers fixed their own vehicles at home and worked on project vehicles in their free time. Aftermarket sales are expected to
decline 5% in 2021.

Evolving Aftermarket Supply Chain

Major automotive retailers’ efforts to expand into commercial sales have resulted in a shift in the market for replacement parts. The
number of jobber stores has dropped, while the number of retailers that sell aftermarket parts increased significantly. By offering
premium brands, large retailers, such as AutoZone and Advance Auto Parts, have effectively targeted parts installers, the traditional
customer group for warehouse distributors and jobbers. Major retailers are also acquiring jobber stores and distributors.

Import Volume Shrinks

Import volume for motor vehicle parts has experienced losses in recent years. Imports of motor vehicle parts, which include OEM and
aftermarket parts, increased 133% between 2009 and 2016, were flat in 2017, then jumped 9.1% in 2018 before falling 2.3% in 2019 and
14.3% in 2020. The largest exporters of auto parts to the US market include Mexico, China, Canada, Japan, and South Korea. Better
quality and low prices have led to improved consumer perceptions of foreign-made parts.

Growth Projected For Exhaust And Emissions Control

Stricter fuel economy regulations have driven vehicle manufacturers to install more sophisticated, expensive emission control systems,
which should result in higher revenues for aftermarket parts. The shift to wideband sensor technology, which enhances fuel economy,
is three to five times more expensive than standard oxygen sensors, according to Frost and Sullivan. In addition, shipments of direct fit
exhaust components, which do not require fabrication before installation, are also projected to grow among franchised repair shops.
Lower-priced universal fit components should continue to be popular among independent and specialty facilities. Lower replacement
frequency is projected to drive demand for pricier stainless steel exhaust components.

E-commerce Small But Growing

While the e-commerce segment of the auto parts distribution industry is still relatively small, more companies are considering and
implementing Internet-based ordering programs. Sales of auto parts to consumers and repair shops are expected to grow from $16
billion in 2020 to $22 billion in 2023, according to Hedges & Company. Some companies have websites that allow customers to access
product catalogs, availability, and pricing. Companies are also selling excess or obsolete inventory through the Internet. The definition
of e-commerce varies within the industry, and includes online ordering systems and orders placed via email. While the importance of e-
commerce in the auto parts industry is growing, many companies still rely on face-to-face contact and long term customer
relationships.



Employment and Wage Trends

Employment by auto parts distributors decreases

Overall employment by auto parts distributors changed -2.3% in February compared to a year ago, according to the latest data from
the Bureau of Labor Statistics.

Auto Parts Distributors Employment

Wages at auto parts distributors rise

Average wages for nonsupervisory employees at auto parts distributors were $23.29 per hour in February, a 7.6% change compared to
a year ago.

Average Wages for Nonsupervisory Employees
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Price Trends

Producer Prices for auto parts distributors rise

The Producer Price Index for auto parts distributors changed 25.16% in February compared to a year ago, according to the latest data
from the Bureau of Labor Statistics.

Producer Price Index for auto parts distributors
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Credit Underwriting and Risks
Business Exit Rates: 2.5 Much lower than US average for all businesses

Cyclical Sensitivity: 8.0 Very high sensitivity

Barriers to Entry: 4.4
High initial capital; moderate regulatory/technical
barriers; moderate concentration

External Risk: 6.1 High external risk

Industry Outlook: 5.9 Lower than GDP; severe cyclical risk

Financial Summary: 5.0 Low margins; high liquidity; low leverage

Key Metrics

METRIC VALUE COMPARISON

Performance During 2007—2009 Recession -31.6% 0.0% GDP

Business Exit Rate 2019—2020 6.36% 9.0% All Industries

Compound Annual Growth Forecast (2021—2026) 5.76% 5.30% GDP

SBA 7(a) Default Rate by Number of Loans (2010–2019) 5.16% 3.82% All Industries

SBA 7(a) Default Rate by Gross Loan Amount (2010–2019) 0.74% 1.21% All Industries

Underwriting Considerations

• How does the cyclical and seasonal swings in demand affect the company’s need to manage uneven cash flow swings?

• With a high level of inventory investment, how long is the company’s inventory turns compared to industry? How does the
company manage stale inventory?

• A field exam is a prudent due diligence item for the Bank. Review any current Field Exam, if any, to identify issues with the quality
of the company’s books and records and quality of AR and inventory.

• The field exam should mention the company’s capability to effectively manage inventory.

• Assess risk associated with international supply chain.

Industry Risks

Auto Market Dynamics Affect Demand

As an integral part of the supply chain for replacement parts, companies are sensitive to dynamics within the auto industry and driving
behavior. A number of factors influence demand for auto parts, including vehicle quality and warranty and maintenance terms for new
vehicles. Higher demand for maintenance, repair, and parts also correlates with increases in the number of vehicle miles driven
annually and the number of vehicles that are older than five years. In addition, consumers are more likely to defer maintenance and
repair under severe recessionary conditions. Demand for aftermarket parts is less cyclical than demand for OEM parts.

Complex, Long-Lasting Parts

Advances in technology have increased the quality, complexity, and average useful life of automotive parts. Distributors have been
forced to re-learn auto systems due to the integration of electronic and computer-controlled components in modern vehicles. Auto
and parts manufacturers’ efforts to improve quality and reduce the total cost of ownership have affected demand for replacement

5.4
Industry Risk Rating:

Stable/Satisfactory



parts. The durability of parts has increased over time, leading to a reduced need for repairs. Extended useful life comes with a price –
the cost of longer lasting parts and components is typically significantly higher than their predecessors.

Significant Investment in Inventory

As a result of new product proliferation in the auto industry, warehouse distributors (WD) stock hundreds of thousands of parts,
components, and accessories to service the ever growing number of different brands and models. While jobbers generally maintain a
more limited selection, jobbers still manage tens of thousands of parts. Companies make significant investments in inventory, which
accounts for about half of assets. Tracking movement of individual parts is a formidable challenge. With major amounts of cash tied
up in inventory, most companies also invest in computerized inventory management systems.

Competition from Alternative Sources

The auto parts supply chain is complex, and includes many types of channels, resulting in several sources of competition for
distributors. Large auto parts retailers have commercial sales divisions that sell to independent repair shops and dealers. In addition,
high volume purchases often allow large chain retailer and repair shops to bypass distributors and purchase directly from parts
manufacturers. Because of the complexity of modern vehicles, some customers purchase OEM parts from auto dealership repair
departments. Certain components, such as window regulators and door lock sensors, are typically only carried by dealers. Distributors
may also compete with online-only retailers.

Dependence on Imports

Imports account for a significant percentage of the auto parts industry. Imports have increased to almost one third of the OEM and
aftermarket parts market. The majority of imports come from Mexico, Canada, China, and Japan. Importers typically provide
automotive parts at low prices and are more prevalent in popular categories, such as brake pads and filters. Trade restrictions, such as
duties and quotas, and exchange rate fluctuations can affect the cost of goods and supply. Long lead times often result in inflexibility
in the supply chain. Counterfeit products from low cost countries are a problem.

Company Risks

Participation in Program Groups

While affiliation with a program group (or buying group) gives companies volume purchasing power, benefits vary depending on the
quality of group management. Financial difficulties have resulted in mergers, acquisitions, and closures of program groups.
Oversaturation within a market can create a tricky situation for members and affect the program group’s efforts. A single member’s
inability to pay can also cause problems for a group. Because satisfying the needs of a diverse group of members can be a challenge,
auto parts distributors may switch groups to find a better fit.

Inventory Management

With hundreds of thousands of individual parts available, effectively managing inventory is a challenge. Common problems include
outdated computer inventory management systems, manual inventory checks, and misplaced or obsolete inventory. Purchasing the
right items and quantities to satisfy a specific market or customer set without carrying excessive levels of inventory combines both art
and science.



Industry Forecast
Sales for the US auto parts distributors industry are forecast to grow at a 5.76% compounded annual rate from 2021 to 2026, greater
than the growth of the overall economy.

Vertical IQ forecasts are based on the Inforum inter-industry economic model of the US economy. Inforum forecasts were prepared by
the Interindustry Economic Research Fund, Inc.

Last Update: February 2022

Auto Parts Distributors Industry Growth
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46% of durable goods wholesalers said
they go to their accountant or
bookkeeper for cash flow advice, while
6% turn to their banker, 20% turn to a
colleague or industry partner, and 44% do
not seek advice, according to a survey of
small businesses by Barlow Research
Associates.
Source: Barlow Research Associates.

Working Capital
Sell and invoice

Auto parts distributors generate revenue by selling automotive parts, supplies,
equipment, tools, and accessories to retailers and auto service providers.
Pricing varies - the prices of OEM-branded replacement parts are generally
higher than third-party aftermarket parts. Most companies offer credit,
although terms may vary. Companies typically provide warranty and return
services.

Collect

Some companies have different policies (cash only, cash on delivery, monthly
billing) depending on customer history. Collection periods average 36 days
and receivables average 17-19% of assets.

Manage Cash

Gross margins average 32-33% of sales. Margins vary across product categories and brands; margins for commodity-type items, such
as lubricants and chemicals, tend to be lower than margins for specialized items. Some companies justify handling low margin items by
promoting volume sales.

With hundreds of thousands of choices for parts and supplies, inventory management is a challenge. Companies carry significant
amounts of inventory to fill orders quickly and frequently, and must balance holding adequate levels of inventory to offer breadth and
depth in selection against holding excessive levels of inventory, which ties up cash. Because of the low margins, companies depend on
rapid inventory turns to generate adequate profits. Inventory levels average 119 to 126 days and inventory accounts for 54-57% of
assets. Most manufacturers of automotive aftermarket parts allow distributors to return a certain percentage of products, protecting
companies from inventory obsolescence.

Sales for certain types of products can be seasonal. Demand for body parts may increase during winter months and periods of
inclement weather due to the higher number of collisions.

Pay

Companies may also receive discounts from suppliers for high volume purchases. Labor costs average 7-8% of sales. Labor costs may
include commissions for sales staff. Payables average 32-33 days.

Report

The order fill rate measures how effectively a company services customers and indicates whether a company is carrying appropriate
levels of inventory and product mix. Inventory turns assess how rapidly products are selling and a company is generating cash. After-
tax net profit averages 3-4% of sales.

Cash Management Challenges

Efficiently Managing Inventory

Auto parts distributors must manage a large and ever-growing mix of parts to cover the wide range of vehicle makes and models.
Customers expect fast delivery, so distributors must balance having sufficient inventory to avoid out-of-stocks with tying up cash due



to excessive inventory levels. Distributors need sophisticated inventory management systems that allow them to analyze sales trends
for individual parts.

Managing Risks For Imported Parts

Distributors are increasingly relying on foreign sources for parts due to sales of imported vehicles and low-cost manufacturing of
replacement parts in foreign countries. Imported parts can have longer lead times and expose distributors to additional credit risks and
foreign currency exchange risks.

Timely Collection From Diverse Customer Base

Auto parts distributors sell directly to auto service centers and retailers, as well as through jobbers. They typically provide credit to
customers and can improve cash flow by speeding collection of receivables and conversion to available funds. Companies must
carefully manage outstanding receivables balances when dealing with a large number of small auto repair shops.

Factors Causing Cash Flow Stress: Durable Goods Wholesalers
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Capital Financing
Auto parts distributors generally require capital to purchase property, buildings, equipment, and information systems. Companies may
own or lease large warehouses to store inventory. Large companies typically operate a network of warehouses to serve customers
across numerous markets. Because fast delivery is critical to customer satisfaction, having locations close to customer accounts is
important. Adding space allows companies to offer a wider selection of products. Adding warehouses allows companies to expand into
new markets. Equipment includes loading and delivery vehicles.

Because of the large number of parts distributors manage, most companies invest in computerized information systems that integrate
data involving inventory management, shipping, purchasing, finance, accounting, and other administrative functions. Computerized
systems also facilitate electronic data interchange (EDI) with suppliers for more efficient purchasing.

Large companies rely on stock, debt, cash or a combination to finance capital purchases. Commercial banks are a common source of
financing for companies.

Examples of Equipment Purchases

Delivery Truck
$20,000 - 30,000

Truck for delivering parts to customers.

Forklift Truck
$20,000 - 30,000

Truck used for moving pallets or boxes in a warehouse. Price varies by load capacity and engine type. Electric
forklifts generally cost more than diesel or gasoline-powered forklifts.

RFID Equipment
$200 - 4,000

Radio Frequency Identification (RFID) systems consists of tracking tags placed on merchandise, readers to scan
the tags, antennas, and mapping software.

Information Systems
$4,000 - 240,000

Enterprise resource planning (ERP) is used to manage inventories and logistics. Electronic data interchange (EDI)
is used to share inventory information with suppliers and customers. Initial costs vary depending on organization
size and level of support.

https://content.verticaliq.com/capfin/delivery%20truck.jpg
https://content.verticaliq.com/capfin/electric%20forklift.png
https://content.verticaliq.com/capfin/rfid-equipment.jpg
https://content.verticaliq.com/capfin/information-systems.jpg


Business Valuation
This data on business valuations is supplied by DealStats, an online database with the most complete financial details on over 42,500
acquired companies. These companies are mostly small and medium-sized private firms.

Summary Valuation Data for Auto Parts Distributors

MEDIAN MEAN # TRANSACTIONS DATES

Price to Net Sales 0.46 0.9 52 07/01/1996—07/09/2021

Price to Gross Profits 1.33 2.28 49 07/01/1996—07/09/2021

Price to EBITDA 4.33 8.5 32 07/01/1996—07/09/2021

Price to EBIT 5.08 9.48 46 07/01/1996 —07/09/2021

Click on the metric below to see a distribution of transactions for the industry:

Count: 52 Min: 0.12 Max: 11.56 Mean: 0.9 Median: 0.46
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Price to Sales = Selling Price/Net Sales
Date range: 07/01/1996 - 07/09/2021



Count: 49 Min: 0.25 Max: 17.77 Mean: 2.28 Median: 1.33

Count: 32 Min: 0.36 Max: 113.17 Mean: 8.5 Median: 4.33
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Source: DealStats

Price to Gross Profit = Selling Price/Gross Profit
Date range: 07/01/1996 - 07/09/2021
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Source: DealStats

Price to EBITDA = Selling Price/Operating Profit + Depreciation & Amortization
Date range: 07/01/1996 - 07/09/2021



Count: 46 Min: 0.0 Max: 113.17 Mean: 9.48 Median: 5.08

Selling Price, also known as MVIC (MarkSelling Price, also known as MVIC (Market Vet Value of Invalue of Invested Capital)ested Capital) is the total consideration paid to the seller and includes any cash, notes and/or

securities that were used as a form of payment plus any interest-bearing liabilities assumed by the buyer. The MVIC price includes the noncompete

value and the assumption of interest-bearing liabilities and excludes (1) the real estate value and (2) any earnouts (because they have not yet been

earned, and they may not be earned) and (3) the employment/consulting agreement values. In an Asset Sale, the assumption is that all or substantially

all operating assets are transferred in the sale. In an Asset Sale, the MVIC may or may not include all current assets, non-current assets and current

liabilities (liabilities are typically not transferred in an asset sale).

Source: DealStats 2019 (Portland, OR; Business Valuation Resources LLC). Used with permission. DealStats is available

at https://www.bvresources.com/learn/dealstats
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Financial Benchmarks
The following financial benchmark data is based on annual financial statements submitted by member institutions of the Risk
Management Association from Q2 of the first year listed through Q1 of the following year.

Financial Ratios (Auto Parts Distributors, Industry-wide)

MEASURE 2018-19 2019-20 2020-21

Current Ratio 1.71 1.86 1.83

Quick Ratio .58 .61 .75

Days Inventory 119.0 126.0 120.0

Days Receivables 37 36 34

Days Payables 46.0 45.0 47.0

Pre-tax Return on Revenue 3.67% 3.22% 5.62%

Pre-tax Return on Assets 7.45% 6.47% 10.83%

Pre-tax Return on Net Worth 19.66% 15.50% 26.41%

Interest Coverage 7.14 5.82 11.68

Current Liabilities to Net Worth 1.15 .99 1.05

Long Term Liabilities to Net Worth 0.49 0.41 0.39

Total Liabilities to Net Worth 1.64 1.40 1.44

Number of Firms Analyzed 477 427 160

Income Statement (Auto Parts Distributors, Industry-wide)

ITEM 2018-19 2019-20 2020-21

Revenue 100.0% 100.0% 100.0%

Cost of Sales 68.33% 66.79% 68.74%

Gross Margin 31.67% 33.21% 31.26%

Officers Compensation 1.46% 1.71% 0.85%

Salaries-Wages 6.62% 7.09% 10.46%

Rent 1.2% 1.25% 2.1%

Taxes Paid 1.2% 1.26% 1.62%

Advertising 2.14% 2.36% 1.59%

Benefits-Pensions 1.1% 1.17% 1.32%

Number of Firms Analyzed 477 427 160



ITEM 2018-19 2019-20 2020-21

Repairs 0.44% 0.46% 0.66%

Bad Debt 0.27% 0.28% 0.18%

Other SG&A Expenses 11.93% 12.21% 6.77%

EBITDA 5.31% 5.41% 5.72%

Amortization-Depreciation 1.25% 1.16% 1.11%

Operating Expenses 27.61% 28.95% 26.66%

Operating Income 4.06% 4.25% 4.6%

Interest Expense 0.89% 1.0% 0.57%

Other Income -0.2% -0.37% -1.05%

Pre-tax Net Profit 3.37% 3.62% 5.08%

Income Tax 0.23% 0.17% 0.0%

After Tax Net Profit 3.14% 3.45% 5.08%

Number of Firms Analyzed 477 427 160

Balance Sheet (Auto Parts Distributors, Industry-wide)

ASSETS 2018-19 2019-20 2020-21

Cash 8.19% 8.2% 14.6%

Receivables 19.04% 17.03% 18.78%

Inventory 54.67% 56.88% 46.79%

Other Current Assets 1.88% 1.86% 2.01%

Total Current Assets 83.77% 83.97% 82.18%

Net Fixed Assets 8.87% 9.17% 9.9%

Net Intangible Assets 3.82% 3.13% 4.62%

Other Non-Current Assets 3.54% 3.73% 3.3%

Total Assets 100.0% 100.0% 100.0%

LIABILITIES

Accounts Payable 19.11% 18.34% 19.56%

Loans/Notes Payable 14.36% 12.79% 12.16%

Other Current Liabilities 7.32% 7.01% 10.92%

Number of Firms Analyzed 477 427 160



LIABILITIES

Total Current Liabilities 40.79% 38.14% 42.63%

Total Long Term Liabilities 17.68% 20.5% 15.9%

Total Liabilities 58.47% 58.64% 58.53%

Net Worth 41.53% 41.36% 41.46%

Total Liabilities & Net Worth 100.0% 100.0% 100.0%

Number of Firms Analyzed 477 427 160

Vertical IQ financial benchmark data is based on data provided by the Risk Management Association (RMA) and Powerlytics,

Inc. RMA’s Annual Statement Studies provide comparative industry financial benchmarks based on financial statements of

small and medium business clients of RMA’s member institutions. Additional detail on income statement line items is provided

using Powerlytics financial benchmarks, which are based on reporting submitted to the IRS. Additional detail on these data

sources can be found at RMA and Powerlytics.

https://www.rmahq.org/annual-statement-studies/
http://www.powerlytics.com/


Quarterly Insight
1st Quarter 2022

Auto Makers Fight Right-to-repair

The auto industry is trying to delay implementation of voter-approved Massachusetts right-to-repair legislation while it fights to
overturn the law in federal court. Two auto-industry-backed proposals heard by the Massachusetts Legislature’s Committee on
Consumer Protection and Professional Licensure would delay the starting date of the law to the 2025 model year, giving auto
manufacturers three more years to comply. Auto makers say that the 2020 legislation allows “unprotected access to vehicle data that
goes far beyond what is needed to repair a vehicle.” The 2020 ballot measure passed by a 75% to 25% margin and should not be
delayed, opponents of the proposals say. “After spending $26 million only to be resoundingly defeated at the ballot box, the big
automakers and dealers still don’t get it,” said Tommy Hickey, director of the Massachusetts Right to Repair Coalition. “Now, they are
again trying to thwart the will of the voters and “kick the can down road” by using the Legislature to delay the law’s deadlines.” Experts
say that right to repair legislation may boost demand for after-market parts distributed by wholesales and sold by auto parts retailers.

4th Quarter 2021

Stability Reigns

Demand for aftermarket auto parts has been stable during the pandemic, according to Paul McCarthy, president of the Automotive
Aftermarket Suppliers Association. Bill Hanvey, of the Auto Care Association said that the aftermarket is expected to grow 11.7% in 2021
and is on its way to a market size of $341 billion in 2023. Greg Johnson, CEO, O’Reilly Auto Parts, noted that in his 39 years, he has seen
the industry remain very consistent and resilient throughout various economic changes. “I remain very optimistic,” said Johnson. “The
result of the softer car sales will help us; most people will continue to maintain their vehicles as opposed to buying new vehicles and I
also see miles driven improving.”

3rd Quarter 2021

New COVID-19 Wave In Asia Affects Supply Chains

Auto parts distributors may face higher costs for and increasing shortages of imported products due to a wave of Covid-19 clusters in
Asia that is creating new bottlenecks in the global supply chain, according to The Wall Street Journal. Increasing competition for space
on container vessels that ship goods around the world has sent freight rates soaring. Vaccination campaigns remain in their early
stages in China, Taiwan, Malaysia, and other Asian countries, and increasing numbers of new COVID-19 cases in those areas may trigger
re-implementation of social distancing measures that slow the movement of goods. “This is coming at a really fragile time when we’ve
just started to see the global trade recovery pick up,” said Nick Marro, the Hong Kong-based lead analyst for global trade at the
Economist Intelligence Unit.

2nd Quarter 2021

Industry Groups Seek National Right to Repair Legislation

Automotive aftermarket advocacy groups are supporting initiatives to add Right to Repair legislation to President Biden's infrastructure
funding proposal. Groups including the Auto Care Association and the Automotive Aftermarket Suppliers Association say that Biden's
proposal already covers a wide array of subjects within the automotive space. Adding Right to Repair legislation onto an already
existing bill, rather than as its own standalone bill, is of interest to the groups. This would provide sweeping national legislation, the
preferred route, rather than fighting the battle in every state.



1st Quarter 2021

Blockchain Enlisted to Thwart Counterfeiting

Hyundai Motors is using blockchain to verify the authenticity of its spare parts and to reduce counterfeiting. The company's parts
subsidiary has launched a new software platform that uses blockchain and artificial intelligence to distribute after-sales parts for some
of its Hyundai and Kia brand cars. Blockchain is expected to be used in areas such as vehicle maintenance and insurance that require
transparency of after-sales parts information. The platform will be used to track around 65 million units per year across 200 countries
and will be used by around 100,000 people, including 35,000 parts distributors and maintenance shops and 16,000 dealerships for
“parts purchase, logistics, and quality control.” The US Federal Trade Commission has estimated that counterfeit components cost the
US parts industry $3 billion in lost sales a year.

4th Quarter 2020

Right-to-Repair Ballot Measure Has National Implications

Massachusetts voters will decide this November whether or not to add "mechanical" vehicle telematics data transmitted from vehicle
sensors to an automaker's private servers to the list of things that vehicle manufacturers must share with independent mechanics. The
decision may have national implications, as the ballot measure would require automakers who want to do business in the state to make
that data accessible through a smartphone app for owners starting in 2022. Distributors whose customer base is largely outside the
dealership sector are likely to benefit if the measure passes.

3rd Quarter 2020

Vehicle Miles Traveled Rebounds

Vehicle miles traveled (VMT), an indicator of demand for auto parts, is rebounding after it bottomed out in early April due to
coronavirus-related stay-home orders and business shutdowns. From the beginning of March through April 7, the national average
drop in VMT was 72%. Rural counties have fully recovered to pre-COVID levels while urban counties are still in recovery at about 90%.
The decline in recovery rate varies by metropolitan statistical area and state, with the New York, New Jersey, and Connecticut tristate
area and Washington DC initially seeing drops of 80% to 90%, while states including Texas and Alabama saw drops of only of 50% to
60%. The top three correlating factors to the VMT reduction profile are household income, population density, and prevalence of
professional service jobs, all of which are higher in urban areas than rural.

2nd Quarter 2020

Lockdown Cancellations May Boost Demand

Auto parts distributors may benefit as states begin to cancel lockdown orders. Forty-eight states had begun easing social distancing
restrictions by May 22. Most states that are easing restrictions have announced phased approaches to shutdown rollbacks that will
follow guidelines from federal officials and President Donald Trump. The lockdown cancellations may help reverse the sharp drop in
miles being driven in passenger cars during the pandemic that were likely to lead to lower demand for light-vehicle replacement parts
and service because of reduced wear-and-tear and a drop in collisions and related repairs, according to the Kian Capital Partners
investment firm. Over the long term, the global economic disruption and downturn caused by Covid-19 will lead many consumers to
postpone planned new car purchases, and sales of replacement and upgrade parts will increase when people begin driving more,
according to Kian Capital Partners.



Industry Terms
Aftermarket Parts

Replacement auto parts produced by third-parties

EDI

Electronic Data Interchange

Fill Rate

Percentage of times an order is filled within a given time frame

Jobber

Maintain a limited selection of inventory and service customers directly

OE Parts

Original Equipment Parts - the part used by the car manufacturer when the car left the factory

OEM Parts

Original Equipment Manufacturer Parts - Manufacturer branded replacement parts

Program Group

Buying group that leverages volume purchases for discounts

WD

Warehouse Distributor – sells to jobbers or directly to customers



Web Links
Counterman
News, trends, and business advice for WDs, jobbers, and retailers

Auto Care Association
News, trends, statistics, and legislative issues from trade association

Search Autoparts - Distributors
News, trends, surveys, and special reports

Automotive Aftermarket Suppliers Association
News, trends, and statistics on the auto aftermarket

Parts and People
Regional news

http://www.counterman.com/
http://www.aftermarket.org/
http://www.searchautoparts.com/
http://www.aftermarketsuppliers.org/
https://www.facebook.com/partsandpeople/


Related Profiles
Auto Dealerships

NAICS: 441110 SIC: 5511

Auto Parts Manufacturers

NAICS: 3363 SIC: 2396, 2399, 2531, 3292, 3429, 3465, 3499, 3519, 3585, 3592, 3599, 3647, 3694, 3714, 3799

Auto Parts Retailers

NAICS: 441310 SIC: 5013, 5015, 5531

Auto Repair Shops

NAICS: 811111 SIC: 7538

Tire Dealers

NAICS: 441320 SIC: 5014, 5531

All contents of this "Report", including without limitation the data, information, statistics, charts, diagrams, graphics and other material
contained herein, are copyright © 2022 Vertical IQ, Inc. or its licensors, all rights reserved. Use of this Report is subject to the Terms of
Use accepted upon purchase of a license to this Report, and this Report is intended solely for the purchaser’s internal business
purposes as further described in the Terms of Use. Except as expressly authorized in the Terms of Use (which permits the purchaser to
provide a single printed copy of this Report to its bona fide clients and prospective clients at no charge), this Report may not be, directly
or indirectly: shared, resold, transferred, brokered, published, reproduced, displayed publicly, used to create any derivative works or
otherwise distributed. The purchaser assumes sole responsibility for use of this Report and conclusions drawn therefrom. EXCEPT AS
SPECIFICALLY SET FORTH IN THE TERMS OF USE, VERTICAL IQ, INC. MAKES NO REPRESENTATIONS OR WARRANTIES, EXPRESS
OR IMPLIED, REGARDING THE CONTENTS OF THIS REPORT, OR USE OF OR RELIANCE ON THIS REPORT, AND THIS REPORT IS
PROVIDED “AS IS”.

If you have received a copy of this Report in electronic format and you did not purchase a license to this Report directly from Vertical
IQ, Inc., please destroy all electronic copies of this Report and contact us at info@verticaliq.com to report a potential violation of the
Terms of Use for this Report.

https://app.verticaliq.com/industries/13-auto-dealerships
https://app.verticaliq.com/industries/37-auto-parts-manufacturers
https://app.verticaliq.com/industries/105-auto-parts-retailers
https://app.verticaliq.com/industries/9-auto-repair-shops
https://app.verticaliq.com/industries/162-tire-dealers

	Auto Parts Distributors
	Table of Contents
	Coronavirus Update
	Mar 25, 2022 -- Parts Suppliers Are Slightly Optimistic

	Industry Structure
	Industry Demographics
	Female Owned
	Minority Owned
	Veteran Owned


	How Firms Operate
	Products and Operations
	Auto Parts Distributors Revenue
	Revenue per Employee by Establishment Size

	Profit Drivers
	Growing Customer Base
	Managing Inventory
	Speeding Collections


	Global Perspective
	International Trade
	Motor Vehicle Parts Imports and Exports
	Motor Vehicle Parts Year-to-Date Trade Data

	Imports by Country
	Motor Vehicle Parts Imports

	Exports by Country
	Motor Vehicle Parts Exports


	Industry Trends
	Trends are affected by the COVID-19 pandemic.
	Aftermarket Parts Demand
	Evolving Aftermarket Supply Chain
	Import Volume Shrinks
	Growth Projected For Exhaust And Emissions Control
	E-commerce Small But Growing
	Employment and Wage Trends
	Employment by auto parts distributors decreases
	Auto Parts Distributors Employment

	Wages at auto parts distributors rise
	Average Wages for Nonsupervisory Employees


	Price Trends
	Producer Prices for auto parts distributors rise
	Producer Price Index for auto parts distributors



	Credit Underwriting and Risks
	Key Metrics
	Underwriting Considerations
	Industry Risks
	Auto Market Dynamics Affect Demand
	Complex, Long-Lasting Parts
	Significant Investment in Inventory
	Competition from Alternative Sources
	Dependence on Imports

	Company Risks
	Participation in Program Groups
	Inventory Management


	Industry Forecast
	Auto Parts Distributors Industry Growth

	Working Capital
	Sell and invoice
	Collect
	Manage Cash
	Pay
	Report
	Cash Management Challenges
	Efficiently Managing Inventory
	Managing Risks For Imported Parts
	Timely Collection From Diverse Customer Base

	Factors Causing Cash Flow Stress: Durable Goods Wholesalers

	Capital Financing
	Examples of Equipment Purchases
	Delivery Truck
	Forklift Truck
	RFID Equipment
	Information Systems


	Business Valuation
	Summary Valuation Data for Auto Parts Distributors

	Financial Benchmarks
	Financial Ratios (Auto Parts Distributors, Industry-wide)
	Income Statement (Auto Parts Distributors, Industry-wide)
	Balance Sheet (Auto Parts Distributors, Industry-wide)

	Quarterly Insight
	1st Quarter 2022
	Auto Makers Fight Right-to-repair

	4th Quarter 2021
	Stability Reigns

	3rd Quarter 2021
	New COVID-19 Wave In Asia Affects Supply Chains

	2nd Quarter 2021
	Industry Groups Seek National Right to Repair Legislation

	1st Quarter 2021
	Blockchain Enlisted to Thwart Counterfeiting

	4th Quarter 2020
	Right-to-Repair Ballot Measure Has National Implications

	3rd Quarter 2020
	Vehicle Miles Traveled Rebounds

	2nd Quarter 2020
	Lockdown Cancellations May Boost Demand


	Industry Terms
	Aftermarket Parts
	EDI
	Fill Rate
	Jobber
	OE Parts
	OEM Parts
	Program Group
	WD

	Web Links
	Counterman
	Auto Care Association
	Search Autoparts - Distributors
	Automotive Aftermarket Suppliers Association
	Parts and People

	Related Profiles
	Auto Dealerships
	Auto Parts Manufacturers
	Auto Parts Retailers
	Auto Repair Shops
	Tire Dealers




