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Coronavirus Update
Mar 25, 2022 -- Retailers Pass Higher Inventory Costs to Consumers

• Auto parts retailers are raising prices to pass higher inventory costs to customers and protect profit margins. The consumer price
of motor vehicle parts and equipment jumped 14.3% in February 2022 compared to a year ago. Auto parts manufacturers upped
their prices by 5.3% over the same period, but higher transportation costs and limited supply are figuring into the increased cost
for retailers and consumers.

• 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.”

• Growth in e-commerce sales of aftermarket automotive parts nearly doubled between 2018 and 2021, according to the Auto Care
Association (ACA) and The Automotive Aftermarket Suppliers Association (AASA). “E-commerce growth across all retail providers
and marketplaces will hit $47 billion by 2025,” said Bill Hanvey, the president and CEO of ACA. The coronavirus pandemic played a
major part in consumers’ adoption of online automotive shopping.

• Auto parts retailers are having difficulty getting imported parts, and many experts say that there are no quick fixes to the problem
of shipping container shortages. Top shipping and ports industry executives and analysts are warning that the crisis may persist
for another year despite plans to produce more containers. Increasing the stock of containers and improving their availability to
exporters alone will not ease the crisis because the entire supply chain is suffering from shortages of workers, missing truck
drivers, contraction of the fleet of container ships, related reduction in the availability of slots on container ships, and the
imbalance in trade flows. Many empty containers are stranded in inland depots, ports, and adjoining empty patches of land in the
US and Europe, as there aren’t enough vessels sailing back to Asia where these boxes are needed. Moving loaded containers from
east to west is more lucrative than hauling empties in the reverse direction, so empty containers may stay where they are for
some time. Some others are parked at trans-shipment hubs across Asia, waiting for ships willing to do the short-haul trips within
the region.

• 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.

• Employment in the auto parts and accessories store industry increased 2.8% year over year in January 2022 but was down 1.4%
from the pre-pandemic month of January 2020.



Industry Structure

Auto Parts 
Retailers 

16,400 companies

SUPPLIERS

Auto Parts Distributors 

Auto Parts Jobbers 

Aftermarket Parts Manufacturers 

OEMs 

Information Technology

NEW ENTRANTS

Fragmented, Competitive Industry

SUBSTITUTES

Mass Merchandisers 

Grocery, Drug, and Convenience Stores

BUYERS

Do-it-yourself Customers 

Auto Repair Shops 

Auto Dealers 

Parts Installers

The average auto parts retailer operates out of a single location, employs 22 workers, and generates about $3-4 million annually.

• The auto parts retailing industry consists of about 16,400 companies that employ 366,800 workers and generate about $57 billion
annually.

• The industry is concentrated at the top and fragmented at the bottom; the top 20 firms account for about 59% of industry sales.

• Large companies include AutoZone, Advance Auto Parts, and O'Reilly Automotive Stores.

• Some large auto parts distributors have retail operations.



Industry Demographics

Female Owned

9.0%

Minority Owned

10.0%

Veteran Owned

10.5%

Corporations (62.0%)

S-Corporations (25.0%)

Individual Proprietorships (7.0%)

Partnerships (5.0%)

Non-profit/Other (1.0%)
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7%

25%

62%

Source: US Census Bureau
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How Firms Operate
Products and Operations

Auto parts retailers sell automotive parts, supplies, and accessories.

• Companies may also sell batteries, lubricants, audio equipment, tires, and used products.

• While the majority of revenue typically comes from do-it-yourself (DIY) customers, large companies may have sizable commercial
(do-it-for-me, DIFM) sales.

• Some companies offer repair, installation, or maintenance services.

Auto Parts Retailers Revenue

Auto parts retailers purchase merchandise from warehouse distributors (WD), jobbers, OEMs, and importers. Large companies deal with
hundreds of different vendors and typically receive discounts for volume purchases. Large companies may also operate networks of
distribution centers to ensure supply to individual stores.

To offer a broad range of choices, most auto parts retailers carry an extensive selection of merchandise. A typical chain auto parts
retailer carries hundreds of thousands of individual items. To maximize floor space, companies may stock slow turning or specialty
items in distribution centers or order as needed. Most companies offer pricing tiers within a product category, and offer good, better,
and best brands. Large companies may have private label brands. Computerized inventory management systems and electronic parts
catalogs allow companies to track merchandise movement and identify slow and fast moving items. Some companies manage
inventory levels through automatic replenishment systems.

Store locations include shopping centers, strip malls, and stand alone buildings. While store design varies, floor plans generally organize
merchandise by category – companies often store hard parts behind counters, while displaying supplies and other fast-turning items on
the sales floor. In-store displays and signage promote key products. The purchase of hard parts may involve interaction with a sales
associate, who can provide technical expertise and guidance to the DIY customer. Integrated point-of-sale systems process
transactions and automatically adjust inventory levels after purchases. Facilities may include dedicated areas for repair, maintenance,
or installation. Companies, particularly those that have commercial sales, may offer delivery services. Some companies have websites
and online ordering capabilities.

Marketing vehicles include print, television, radio and outdoor advertising; direct mail; and online and social media advertising. Some

New Auto Parts (48.0%)

Auto Supplies (9.0%)

Auto Batteries (8.0%)

Used Auto Parts (6.0%)

Auto Accessories (9.0%)

Auto Lubricants (7.0%)

Other (13.0%)

48%

13%

7%

9%

6%

8%

9%

Source: US Census Bureau



companies offer free services, such as battery charging, component testing, or loaner tools, to drive store traffic. Customer service is
important because most customers are DIYers, and may need assistance. Companies typically have at least one, if not more, parts
specialists on hand to facilitate sales and provide technical expertise.

Revenue per Employee by Firm Size

Profit Drivers

Growing Store Traffic

Auto parts retailers need to grow customer traffic in order to increase same-store sales. Attracting customers can be challenging due
to competition from local auto supply stores, other general merchandise retailers, and Internet sites. Stores use local advertising and
direct mail to attract customers and some have expanded their use of online and social media advertising. Stores associated with
national franchise chains, such as NAPA Auto Parts, benefit (and contribute to) national ad campaigns. Stores compete by having
knowledgeable sales staff who can help customers with parts selection and by offering free services, such as battery installation.
Customer loyalty programs encourage repeat purchases by offering special discounts.

Effectively Managing Inventory

Auto parts retailers typically carry inventory to cover the wide range of vehicle makes and models. They also often have parts at
different quality and price points for each make and model. Firms must carefully analyze sales trends for each item in order to optimize
their inventory mix and avoid tying up excess cash. They rely on specialized inventory management systems and electronic parts
catalogs to track the hundreds of thousands of items they carry.

Increasing High-Margin Sales

Margins vary across different types of items, so auto parts retailers can increase profits by selling more high-margin items. Hard parts
carry higher margins than supplies and premium brands carry higher margins than value-oriented brands. Specialty items, such as high
performance parts, also carry higher margins, but appeal to a smaller customer base. Stores try to steer customers to higher-margin
items through training of sales staff, promotions, and in-store displays.
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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%
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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%)
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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.

Sales Slowly Climb

Favorable dynamics in the auto industry help to drive demand for auto parts and supplies, resulting in sales gains for parts retailers.
Retail sales in auto parts, accessories, and tire stores rose 1.3% in 2016, 0.2% in 2017, 1.4% in 2018, 3.8% in 2019 and 2.3% in 2020. While
owners are better able to maintain their existing vehicles, greater confidence in the economy has led vehicle owners to purchase newer
cars, potentially softening demand for replacement parts over the long term. Growth in vehicle miles driven can spur demand for parts
and repair. The price of gas has ranged from $1.63 per gallon to $2.87 during 2016-2020, which has helped to make vehicle travel
affordable and boost the number of vehicle miles driven. In 2020, consumers drove less overall, which reduced wear on their vehicles’
parts and the need to buy some replacements. However, auto parts sales were buoyed by consumers with tighter finances opting to
repair existing vehicles rather than buy new ones, and by consumers taking on project cars as hobbies during the pandemic.

Unperformed Maintenance Grows

When the US struggles with economic uncertainty, vehicle owners tend to delay all but the most critical repairs. The value of
unperformed or underperformed maintenance for US vehicles averages $66-69 billion per year, according to AASA's Automotive
Aftermarket Status Reports. Unemployment and financial difficulty have resulted in owners postponing non-essential maintenance and
repairs. The value of unperformed maintenance could grow further, depending on the state of the economy and employment.

Shift to Value-Line Products

Economic uncertainty in the past led to price sensitivity among both DIY customers and installers, and drove demand for value-
oriented auto parts. Many auto parts retailers offer multiple brands within a product category with different levels of quality and price
(good, better, best). Auto parts and supplies manufacturers are developing value-oriented brands or acquiring other companies to
supplement value offerings. Even dealer repair operations, which historically have only sold OEM parts, are providing more aftermarket
options. Many companies are dealing with margin erosion due to increased demand for value line auto products.

Large Companies Focusing On Commercial Sales

Anticipating lower growth in the DIY category due to increasing vehicle complexity, large companies are increasing programs targeting
commercial accounts, including repair shops, service stations, and dealers. Large companies, such as AutoZone and Advanced Auto
Parts, have aggressively pursued DIFM customers by offering delivery and credit and stocking brands preferred by professionals.
Employing sales associates with greater depth of parts and repair knowledge has also helped large retailers gain credibility and
establish relationships with commercial accounts.

Competition In Performance Chemicals

Sales of specialty performance chemicals sold in alternative retail channels, such as mass merchandisers and discount stores, are
growing faster than sales through the traditional auto parts supply chain. The DIY-friendly nature of specialty performance chemicals,
which include brake and power steering fluids, gas treatments, fuel system cleaners, radiator flushes, and de-icers, has attracted non-
automotive retailers, despite relatively low growth for the category, according to Frost and Sullivan. Experts speculate that home
improvement stores, which sell appearance-related automotive products, may be next to add performance chemicals to their
merchandise mix.



Employment and Wage Trends

Employment by auto parts retailers increases

Overall employment by auto parts retailers changed 3.0% in February compared to a year ago, according to the latest data from the
Bureau of Labor Statistics.

Auto Parts Retailers Employment

Wages at auto parts retailers rise

Average wages for nonsupervisory employees at auto parts retailers were $20.70 per hour in February, a 15.1% change compared to a
year ago.

Average Wages for Nonsupervisory Employees
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Price Trends

Producer Prices for auto parts retailers rise

The Producer Price Index for auto parts retailers changed 6.78% in February compared to a year ago, according to the latest data from
the Bureau of Labor Statistics.

Producer Price Index for auto parts retailers

2012
2013

2014
2015

2016
2017

2018
2019

2020
2021

Feb-21
Feb-22

0

25

50

75

100

125

150

175

200

225

Year

Pr
od

uc
er

 P
ric

e 
In

de
x

Source: Bureau of Labor Statistics



Credit Underwriting and Risks
Business Exit Rates: 2.0 Much lower than US average for all businesses

Cyclical Sensitivity: 5.0 Moderate Sensitivity

Barriers to Entry: 5.1
High initial capital; moderate regulatory/technical
barriers; high concentration

External Risk: 5.0 Moderate external risk

Industry Outlook: 5.6 Lower than GDP; some cyclical risk

Financial Summary: 5.8 Low margins; high liquidity; high leverage

Key Metrics

METRIC VALUE COMPARISON

Performance During 2007—2009 Recession -0.8% 0.0% GDP

Business Exit Rate 2019—2020 5.58% 9.0% All Industries

Compound Annual Growth Forecast (2021—2026) 2.79% 5.30% GDP

SBA 7(a) Default Rate by Number of Loans (2010–2019) 4.60% 3.82% All Industries

SBA 7(a) Default Rate by Gross Loan Amount (2010–2019) 1.33% 1.21% All Industries

Underwriting Considerations

• What is the company’s cash cycle days specifically Inventory Days compared to industry? What are the company’s Working Capital
financing needs? How much has the company invested in Working capital as to not be over leveraged?

• Field Exam is recommended for this industry. Does the company have a current Field Exam for the Lender to review prior to
completing a new one?

• Understand the company’s Product Proliferation as it relates to product diversity and has it positively impacted market share?

• This is typically a leveraged industry. Compare company leverage to the industry.

Industry Risks

Sensitivity to Economic Conditions

Both difficult and prosperous economic conditions affect demand for auto parts. During a weak economy, vehicle owners cut back on
spending and may defer maintenance and repair. Under favorable economic conditions, DIY customers are more likely to outsource
repairs or purchase new vehicles. Sales growth may decline or slow when the US economy experiences both highs and lows.

Vulnerability to Changes in the Auto Industry

The performance of auto parts retailers is sensitive to dynamics within the auto industry. Improved vehicle quality and extended
warranties and maintenance plans reduce the need for aftermarket parts used for DIY jobs. Reluctance by auto manufacturers to
provide diagnostic, repair, and maintenance information and tools may force DIY customers to seek services from dealers. Low vehicle
mileage and a declining number of vehicles off warranty typically correlate with decreases in demand for parts, maintenance, and
repair.

4.8
Industry Risk Rating:

Stable/Satisfactory



Increasing Vehicle Complexity

The growing use of electronic components has increased the complexity of vehicles, resulting in a shift away from DIY jobs and
towards DIFM. While advances in technology have improved vehicle performance, emissions control, comfort, and convenience,
computerized vehicle control systems often requires specialized tools and skills for service and repair. Vehicle owners are increasingly
unable to diagnose and fix problems, and forced to return to dealers for services.

Competition

Auto parts retailers compete with a variety of alternative sources, including traditional retailers (mass merchandisers, discount stores,
hardware stores, supermarkets, drugstores, convenience stores) and auto dealers. Traditional retailers carry a limited selection of auto-
related merchandise, but offer convenience and competitive prices. Dealers are often the primary source of contact for vehicle owners,
and may have extended relationships with customers from warranty services. Companies with significant commercial sales compete
with warehouse distributors (WD) and jobbers, which have served as the traditional source of supply for auto repair shops.

Seasonality of Demand

Demand for auto parts is somewhat seasonal, with peaks during the spring and summer, when vehicle owners are more likely to
perform their own repairs. Weather conditions can also affect demand. Parts tend to fail more frequently during periods of extreme
heat or cold. Vehicle owners also tend to defer DIY maintenance during periods of heavy rain.

Company Risks

Servicing DIY Customers

Auto parts retailers depend on knowledgeable, experienced sales staff to assist customers attempting DIY repairs and maintenance.
With a growing number of product choices and the increasing complexity of vehicle maintenance and repair, customers are more
reliant on skilled staff to assist with purchases and provide advice. Finding and retaining sales associates that are both well-versed in
auto repair and personable can be an ongoing challenge.

Effectively Managing Inventory

Product proliferation within the automobile manufacturing industry has resulted in a complex, massive market for replacement parts.
Providing coverage for the multitudes of vehicle makes and models is a formidable challenge. Companies typically have a significant
investment in inventory, and developing the optimal merchandising mix requires thorough knowledge of a particular market and
careful analysis of product movement.



Industry Forecast
Sales for the US auto parts retailers industry are forecast to grow at a 2.79% compounded annual rate from 2021 to 2026, slower 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 Retailers Industry Growth
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53% of transportation dealers and service
stations said they go to their accountant
or bookkeeper for cash flow advice, while
6% turn to their banker and 40% do not
seek advice, according to a survey of
small businesses by Barlow Research
Associates.
Source: Barlow Research Associates.

Working Capital
Sell and invoice

Companies generate revenue by selling auto parts, supplies, and accessories
to do-it-yourself (DIY) and do-it-for-me (DIFM) customers (repair shops,
installers). Some companies also offer repair, installation, or maintenance
services. Most customers pay with cash, check, or third-party credit card.
Companies may offer credit to commercial accounts.

Collect

Collection periods average 27 days and receivables average 12-14% of assets.

Manage Cash

Gross margins average 35-38% of sales. Margins vary, depending on product category and brand. For example, value-oriented brands
tend to have lower margins than premium or OEM brands. Hard parts have good margins, but turn slower than low margin supplies.
Overall profitability depends on merchandise mix.

Auto parts retailers have significant investments in inventory, which averages 43-46% of assets. Inventory obsolescence is low because
vehicles have long product lives and, in many cases, excess merchandise can be returned to vendors for credit. Prolonged periods of
high inventory levels can affect cash flow. Some companies take advantage of vendor financing programs. Companies may experience
inventory shrinkage due to theft, loss, or inaccurate records of receipts.

Seasonality affects cash flow, with peaks during the spring and summer months, when customers are most likely to attempt DIY repairs
and maintenance. Because extreme weather conditions can cause parts to fail, cash flow may increase during periods of severe hot or
cold temperatures. Sales may drop during extended periods of rainy weather, as DIYers prefer performing elective maintenance under
dry conditions.

Pay

Merchandise accounts for the majority of cost of sales. Companies may receive allowances from suppliers to support warranties,
advertising, or promotional programs. Labor averages 13-14% of sales. Compensation for sales staff may include commissions.

Report

After-tax net profit averages 3% of sales. Common metrics include comparable (same) store sales growth, sales per store, and sales per
square foot. Companies also look for trends in the value of inventory and inventory turns to assess the effectiveness of inventory
management programs.

Cash Management Challenges

Managing Cash Given Seasonal Demand Swings

Auto parts sales typically decline during the winter months, as cold weather discourages do-it-yourselfers from working on their cars.
Reduced sales volumes may lead to temporary cash shortfalls, since stores have limited ability to adjust expenses for staff, rent, and
overhead.



Efficiently Managing Inventory

Auto parts retailers must carry a large inventory of parts to cover the wide range of vehicle makes and models. Commercial accounts
expect fast delivery of parts, so out-of-stock parts result in lost sales. At the same time, excess inventory ties up cash, so stores must
carefully track sales trends of individual parts and closely manage inventory levels.

Processing Payments From Customers And Commercial Accounts

Auto parts retailers receive in-store payments from customers via cash, check and credit cards and also invoice commercial accounts
for parts delivery. They improve cash flow by efficiently processing and depositing in-store payments and timely collection of
receivables.

Factors Causing Cash Flow Stress: Transportation Dealers and Service Stations
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Capital Financing
Auto parts retailers generally require capital to purchase land, buildings, store fixtures, and information systems. Buildings include store
locations and warehouses or distribution centers. Leasing buildings or land can minimize capital expenditures. To improve
performance, companies may relocate or remodel stores. Companies may also require capital to expand, either through acquisitions,
new store openings, or additional floor space.

Because the supply chain and inventory management for auto parts retailers is complex, companies typically invest in computerized
information system. Systems that integrate point-of-sale, inventory management, purchasing, and administrative functions greatly
improve operational efficiency and can enhance merchandising capabilities. Electronic parts catalogs give staff and customers fast and
easy access to product and warranty information and parts availability.

Large publicly-held retailers rely on stock, debt, cash, or a combination to fund capital purchases. Commercial loans are a common
source of funds for small companies. The auto parts aftermarket is becoming more popular with private investment firms.

Examples of Equipment Purchases

Gondola Shelving
$1,000 - 2,000

Adjustable island shelving to create aisles in store. Price varies by height and length of unit, typical length is 24-32
feet.

Delivery Van
$25,000 - 35,000

Cargo van for delivering parts to commercial accounts, such as auto repair shops.

Retail POS System
$2,000

Entry level system with one cash register. Includes thermal printer for receipts and integration with payment
processing services.

Auto Part Retail Software Systems
$3,000 - 5,000 per terminal (hardware and software)

Integrated software for managing the business including customer relationship management, accounting, point
of sale, ordering, and inventory management. Also includes an electronic parts catalog allowing look up of OEM
and substitute parts for every vehicle make, model and year.

https://content.verticaliq.com/capfin/gondola%20shelving.jpg
https://content.verticaliq.com/capfin/service%20van.jpg
https://content.verticaliq.com/capfin/CRE-selfstarter-250x250.png
https://content.verticaliq.com/capfin/software.png


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 Retailers

MEDIAN MEAN # TRANSACTIONS DATES

Price to Net Sales 0.45 1.07 81 02/01/1993—12/09/2021

Price to Gross Profits 1.05 2.06 79 02/01/1993—12/09/2021

Price to EBITDA 5.14 7.53 57 02/01/1993—12/09/2021

Price to EBIT 5.35 6.8 66 02/01/1993 —12/09/2021

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

Count: 81 Min: 0.1 Max: 35.98 Mean: 1.07 Median: 0.45
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Price to Sales = Selling Price/Net Sales
Date range: 02/01/1993 - 12/09/2021



Count: 79 Min: 0.21 Max: 36.87 Mean: 2.06 Median: 1.05

Count: 57 Min: 0.67 Max: 37.27 Mean: 7.53 Median: 5.14
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Source: DealStats

Price to Gross Profit = Selling Price/Gross Profit
Date range: 02/01/1993 - 12/09/2021
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Source: DealStats

Price to EBITDA = Selling Price/Operating Profit + Depreciation & Amortization
Date range: 02/01/1993 - 12/09/2021



Count: 66 Min: 0.0 Max: 37.86 Mean: 6.8 Median: 5.35

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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Price to EBIT = Selling Price/Operating Profit
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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 Retailers, Industry-wide)

MEASURE 2018-19 2019-20 2020-21

Current Ratio 1.51 1.56 1.81

Quick Ratio .44 .47 .61

Days Inventory 120.0 104.0 126.0

Days Receivables 27 27 23

Days Payables 48.0 40.0 39.0

Pre-tax Return on Revenue 2.67% 1.95% 4.33%

Pre-tax Return on Assets 5.26% 3.93% 8.40%

Pre-tax Return on Net Worth 15.13% 11.91% 24.21%

Interest Coverage 5.70 4.71 7.26

Current Liabilities to Net Worth 1.24 1.24 1.13

Long Term Liabilities to Net Worth 0.64 0.79 0.75

Total Liabilities to Net Worth 1.88 2.03 1.88

Number of Firms Analyzed 311 216 170

Income Statement (Auto Parts Retailers, Industry-wide)

ITEM 2018-19 2019-20 2020-21

Revenue 100.0% 100.0% 100.0%

Cost of Sales 62.46% 65.16% 59.67%

Gross Margin 37.54% 34.84% 40.33%

Officers Compensation 1.99% 1.86% 1.48%

Salaries-Wages 12.54% 12.49% 13.09%

Rent 3.27% 3.31% 2.84%

Taxes Paid 2.25% 2.3% 2.14%

Advertising 1.34% 1.35% 2.01%

Benefits-Pensions 1.2% 1.2% 1.65%

Number of Firms Analyzed 311 216 170



ITEM 2018-19 2019-20 2020-21

Repairs 0.69% 0.71% 0.83%

Bad Debt 0.1% 0.12% 0.21%

Other SG&A Expenses 9.59% 6.3% 9.95%

EBITDA 4.57% 5.2% 6.13%

Amortization-Depreciation 1.29% 1.38% 2.15%

Operating Expenses 34.26% 31.02% 36.35%

Operating Income 3.28% 3.82% 3.98%

Interest Expense 0.73% 0.91% 0.78%

Other Income -0.44% -0.39% -1.43%

Pre-tax Net Profit 2.99% 3.3% 4.63%

Income Tax 0.14% 0.12% 0.02%

After Tax Net Profit 2.85% 3.18% 4.61%

Number of Firms Analyzed 311 216 170

Balance Sheet (Auto Parts Retailers, Industry-wide)

ASSETS 2018-19 2019-20 2020-21

Cash 11.6% 12.53% 19.42%

Receivables 12.07% 14.01% 10.19%

Inventory 45.75% 42.75% 40.64%

Other Current Assets 1.96% 1.76% 1.82%

Total Current Assets 71.38% 71.05% 72.06%

Net Fixed Assets 16.71% 17.34% 16.76%

Net Intangible Assets 4.01% 4.87% 6.67%

Other Non-Current Assets 7.89% 6.75% 4.49%

Total Assets 100.0% 100.0% 100.0%

LIABILITIES

Accounts Payable 15.96% 16.37% 12.89%

Loans/Notes Payable 14.31% 15.13% 12.06%

Other Current Liabilities 12.4% 12.67% 13.63%

Number of Firms Analyzed 311 216 170



LIABILITIES

Total Current Liabilities 42.67% 44.17% 38.57%

Total Long Term Liabilities 28.05% 26.58% 32.11%

Total Liabilities 70.72% 70.75% 70.68%

Net Worth 29.28% 29.26% 29.33%

Total Liabilities & Net Worth 100.0% 100.0% 100.0%

Number of Firms Analyzed 311 216 170

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

Click-and-collect Sales Expected to Increase

Click-and-collect sales are expected to increase about 21% to $101 billion in 2022, according to the market research firm eMarketer.
Click-and-collect orders are online purchases retrieved through either curbside pickup or inside of stores. They're expected to increase
nearly 20% in 2023 to an estimated $120.15 billion. "It's something people are used to doing now," said Suzy Davidkhanian, principal
analyst for retail and e-commerce at Insider Intelligence. People began to accept the behavioral change during the coronavirus
pandemic. Click-and-collect e-commerce sales are more profitable than other kinds of online sales because they eliminate the cost of
delivering packages to people's doorsteps and allow store employees to double as order pickers. Retail giant Walmart accounted for
25.4% of all click-and-collect orders in 2021, the largest share of any US retailer, according to eMarketer.

4th Quarter 2021

Interest In In-store Shopping Rebounds

A large portion of buyers will continue to make in-person purchases, according to accounting and professional services firm Deloitte’s
State of the Consumer Tracker. When buyers were asked about their intention to shop in-store in October 2020, then asked again in
August 2021, they reported that their in-store shopping would continue at the same level or increase. About 54% of respondents said in
October 2020 that they intended to shop in clothing and footwear stores during the month. That percentage increased to 62% in
August 2021.

3rd Quarter 2021

Auto Production Issues Boost Sales

Advance Auto Parts reported a 23% year-over-year sales increase for Q1 as comparable-store sales surged nearly 25%. Analysts say
that lower auto production in 2021 may have caused some of the increase because car owners may be keeping their vehicles longer.
Consumers also had cash from a third stimulus check, which might make similar growth rates unachievable in the future if no further
stimulus legislation is passed. Analysts note, however, that pressure from chip shortages, production shutdowns, and higher new- and
used-car prices will weigh on consumers, prompting some to keep their vehicles longer than they had intended to.

2nd Quarter 2021

Automaker Supply Chain Issues Boost Sales

Advance Auto Parts reported a 23% year-over-year sales increase for Q1 as comparable-store sales surged nearly 25%. Analysts say
that lower auto production in 2021 may have caused some of the increase because car owners may be keeping their vehicles longer.
Consumers also had cash from a third stimulus check, which might make similar growth rates much more difficult to achieve in the
future. Analysts note, however, that such growth rates are possible, as pressure from chip shortages, production shutdowns, and higher
new- and used-car prices will weigh on consumers, prompting some to keep their vehicles longer than they had intended to.

1st Quarter 2021

Microchip Shortage Expected to Affect Entire Auto Industry

Auto parts retailers may face inventory shortages due to the microchip shortage this is currently affecting the auto industry the most.
Consulting firm AlixPartners expects the shortage will cut $60.6 billion in revenue from the global automotive industry this year. That
estimate includes the entire supply chain. "I can't imagine really anyone getting spared," said Dan Hearsch, a managing director at
AlixPartners. He said the situation could turn into a "knife fight" between companies, industries, and even countries for supplies of the



chips, which are also used in everyday consumer electronics.

4th Quarter 2020

Massachusetts Right-to-Repair Ballot Wins Voter Approval

Massachusetts voters passed a ballot in initiative in November that adds "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. Sales of parts to auto repair shops may increase as a result.

3rd Quarter 2020

DIY Boosts Auto Care Product Sales; E-commerce Projected to Grow

The pandemic has boosted DIY activity in the auto care sector. Dollar sales of auto care basics, including light duty shop equipment,
paints/coatings, tire care, vehicle wash, and waxes/polishes collectively grew by 44% in April and May 2020 combined versus year-ago,
according to NPD. Other related categories that saw growth include body repair (+44%), body fillers (+43%), paint restoration (+23%),
and parts cleaners including brake cleaners and engine degreasers (+22%). The auto parts ecommerce market is expected to grow
30% between 2019 and 2020 to more than $16 billion, according to Hedges & Company, and rise to $22 billion by 2023. The pandemic
has pushed sales towards online channels, which were originally forecasted to total $14.1 billion in 2020.

2nd Quarter 2020

Shift to Pick-up, Delivery, and Online; Vehicle Miles Driven Fall

Major retailers Advance Auto Parts, AutoZone, NAPA Auto Parts, O’Reilly Auto Parts, and Pep Boys offered free curbside pickup for
customers who opted to buy online and pick up their parts in the stores, according to Counterman. Online sales of auto parts and
accessories rose 42% during the week of May 3-11 compared to the first week of March, according to Hedges & Co. In some areas,
vehicle owners stuck at home spent time on DIY repair. Vehicles miles traveled fell significantly during the March and April due to stay-
at-home and shelter-in-place government directives, a factor that could eventually affect demand for auto parts and repair. However,
the looming economic crisis may compel drivers to put off necessary maintenance and repair, which can lead to bigger bills later.



Industry Terms
Aftermarket Parts

Replacement auto parts produced by third-parties

DIFM

Do-it-for-me, third party automotive repair and maintenance service providers (repair shops, installers, dealers)

DIY

Do-it-yourself, refers a consumer that performs automotive repair and maintenance

Hard Parts

Mechanical automotive parts or components

Jobber

Typically provides automotive parts and supplies to DIFM customers

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

WD

Warehouse Distributor – sells to jobbers or directly to retailers and DIFM 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/Default.aspx
http://www.searchautoparts.com/
http://www.aftermarketsuppliers.org/
http://www.partsandpeople.com/


Related Profiles
Auto Dealerships

NAICS: 441110 SIC: 5511

Auto Parts Distributors

NAICS: 423120 SIC: 5013, 5015, 5531

Auto Parts Manufacturers

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

Auto Repair Shops

NAICS: 811111 SIC: 7538

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/103-auto-parts-distributors
https://app.verticaliq.com/industries/37-auto-parts-manufacturers
https://app.verticaliq.com/industries/9-auto-repair-shops
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