
VEHICLE
Import, Distribution 

and Dealerships

The Vehicle Import, Distribution and Dealerships division is an 
exclusive importer of 16 automotive and industrial vehicle 
brands (including Hyundai, Kia, Renault and Mitsubishi). The 
majority of its imported brands are sold through its extensive 
network of owned and franchised dealerships in South Africa, 
which also provide aftersales parts and servicing and distribute 
the group’s financial services products. Outside South Africa, 
the division distributes and retails vehicles in selected African 
markets and retails vehicles in Australia.
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Import, Distribution 
and Dealerships

IMPORT AND DISTRIBUTION

Exclusive importer and distributor of 
16 automotive and industrial vehicle 
brands (including Hyundai, Kia, Renault 
and Mitsubishi), vehicle parts, industrial 
equipment (including Crown forklifts) 
and motorcycles. Majority of vehicles 
imported are retailed through its owned 
and franchised dealerships. 

DEALERSHIPS

The division has an installed base of 
126 owned and 111 franchised 
dealerships in South Africa, as well as 
six dealerships in Australia and eight in 
sub-Saharan Africa. Dealerships are a 
distribution channel for the group’s 
financial services and value-added 
products1, and sell traded-in vehicles.

 AFTERSALES PARTS AND SERVICES

Vehicles are maintained and repaired at 
dealerships, with all aftersales parts 
purchased through the division’s 
distribution network.

1  Financial services and value-added products 
are discussed in the financial services review 
starting on page 78.

VALUE CHAIN

DIFFERENTIATORS
 > Status as an exclusive importer of quality 

vehicle brands.
 > Coverage of virtually all aspects of the 

vehicle value chain.
 > Ability to multi-franchise and add 

additional brands to its product portfolio 
by leveraging its scale in its existing 
distribution network.

 > Leverages LiquidCapital1 to gain market 
intelligence on sales and vehicles, 
enabling it to reach clients with the right 
products at the right time.

 > Ownership of 70% of its physical 
infrastructure.

 > Ability to strengthen its position in the 
value chain through value-added products 
and aftersales parts and services, which 
provide annuity income.
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R million 2015 2014 % change

Revenue 27 437 27 100 1
Operating profit 960 1 518 (37)
Operating margin (%) 3,5 5,6

Return on invested capital (%) 6,1 11,5
Weighted average cost of capital (%) 9,0 9,1

KEY DATA

7 300
EMPLOYEES
(2014: 7 462)

16 AUTOMOTIVE  
AND INDUSTRIAL VEHICLE 
BRANDS

140 OWNED AND  
111 FRANCHISED 
DEALERSHIPS

TRAINING SPEND:  

R42 
MILLION
(2014: R25 million)

NUMBER OF 
TRAINING HOURS:  

100 542
(2014: 100 866)

TOTAL SCOPE 1 AND 2  
CO2 EMISSIONS OF 

66 330 
TONNES
(2014: 72 233 tonnes)

CAR PARC OF IMPORTED 
BRANDS HAS DOUBLED 
OVER PAST FIVE YEARS  
TO OVER 1 MILLION  
IN 2015

 FOR MORE INFORMATION 
on the Vehicle Import, Distribution and 
Dealerships division’s sustainability initiatives, 
see the Sustainable Development Report.



Value drivers Operating context

Growth in the South African economy  
and personal consumption expenditure

 > In South Africa, economic conditions remain 
challenging. Higher inflation and increasing 
interest rates will impact consumer spending.

Volatility of the South African rand  > The ZAR exchange rate remains volatile 
against a basket of currencies, mainly 
US dollar and euro. 

Growing and ageing vehicle parc  > The doubling of the vehicle parc over the past 
five years provides a good earnings underpin 
from annuity revenue streams from servicing 
and parts. 

Desirability of imported brands  > Kia and Hyundai performed excellently in the 
2015 JD Powers quality and reliability survey.

 > Challenging consumer conditions are driving 
consumers to certain lower-priced brands, a 
number of which form part of the division’s 
import and dealer portfolios.

Availability of consumer credit  > The National Credit Amendment Act came 
into effect in March 2015. The impact on 
granting vehicle financing was marginal.

STRATEGY
The division’s strategic focus remains on 
defending and sustainably increasing the 
market share of its major vehicle brands in 
South Africa. Increasing the vehicle parc of its 
brands contributes to revenue and margin 
growth given its position across all aspects of 
the vehicle value chain, particularly in 
aftersales service, parts and financial services.

Managing currency risk
The division’s major exposure to the persisting 
weakness of the rand relative to other 
currencies, mainly the US dollar and euro, is 
being actively managed through two primary 
interventions. Firstly, the division has 
diversified its currency exposure between the 
US dollar and euro, to take advantage of 
divergent currency cycles. Secondly, the 
division is taking a longer-term view on its 
forward cover using different financial 
instruments. 

Defending market share and 
driving growth
The growth strategy for import and distribution 
remains to add new brands to existing 
territories, and to introduce existing brands to 
new territories. In the rest of Africa, the division 
is targeting distribution opportunities in 
right-hand drive markets which can be accessed 
from its South African base. 

Growing market share depends on the ability 

of dealerships to conclude sales. Pricing and 

customer experience are key determinants of 

sales performance, as is the desirability of the 

brands the division represents. Upward 

pressure on pricing due to currency weakness 

is carefully managed to maintain sales 

momentum. Although OEMs provide some 

support through rebates, the impact relative 

to currency pressure is negligible. 

The changing trend in customer behaviour to 

researching and deciding on a vehicle, before 

visiting a few dealers armed with this 

knowledge, requires new skills. The division is 

equipping its sales representatives with the 

requisite skills to engage with this new 

customer profile. Customer satisfaction is 

measured and monthly reports are submitted 

to OEMs as part of the division’s performance 

contract conditions.

Continued challenging consumer conditions in 

South Africa are expected to shift buying 

behaviour towards lower cost and pre-owned 

vehicles. The division is expected to capture a 

greater share of the pre-owned market 

through its dealerships. 

The introduction of an assembly capability for 

Hyundai HD truck bodies in South Africa 

provides an additional revenue stream and 

some benefit for the division from incentives 

MATERIAL ISSUES
 > Volatility of the South African rand 

exchange rate against a basket of 
currencies, primarily the US dollar and 
euro, which severely impacts the 
operating margin of the division. 

 > Stagnating growth in the South African 
new vehicle market.

 > Ability to grow outside existing markets 
through geographical diversification and 
new product and service offerings. 

 > Competition for market share.
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under the Automotive Production and 
Development Programme (APDP). Production 
volumes will be expanded from 250 to 1 000 
units per month over the next two years. 

Dealership optimisation
A two-year dealership optimisation project is 
being undertaken to enhance the back-office 
administrative and reporting capabilities of 
dealerships, which includes a new dealer 
management system. This initiative will 
contribute to process and cost efficiency and 
improve the quality of data for the business 
as a whole. 

Growing annuity income
The division’s dealerships are an important 
point of sale for the group’s financial services 
products. LiquidCapital has introduced a 
monthly premium model for its service plan 
and warranty products as well as value-added 
products such as damage cover, making these 
products more accessible to consumers. Some 
entry-level vehicles do not include 
manufacturer service or maintenance plans, 
which further creates a market for value-
added products. The division will actively 
leverage the capabilities of LiquidCapital to 
grow annuity revenue and gain strategic 
advantage from its extensive customer and 
vehicle data management and analytics 
capabilities.

PERFORMANCE
As predicted, the division faced extremely 
challenging trading conditions during the year. 
Revenue increased marginally to R27 437 
million. Operating profit declined 37% to 
R960 million and operating margin decreased 
to 3,5%. The cost of new inventory escalated 
with the weakening of the rand and higher 
forward cover costs. Concurrently, pricing 
power was eroded by the more favourable 
competitive position of local OEMs who enjoy 
the benefit of the duty, rebate and cash 
benefits of the government’s APDP and can 
balance foreign currency purchases with 
export earnings. Together these factors 
depressed margins and unit volumes. 

However, price increases, adequate inventory 
levels and good levels of forward cover 
resulted in an improved performance in the 
second half, with operating profit increasing 
by 8% and operating margins improving to 
3,8% from 3,2% in the first half. 

IN SOUTH AFRICA,  
THE DIVISION RETAILED  

89 925  
(2014: 90 937)
new vehicles

36 614  
(2014: 35 739) 
pre-owned vehicles 

The division’s South African new vehicle 
registrations as reported to NAAMSA were 1% 
lower than the previous year, including 
Renault for a full 12 months compared to 
seven months in the prior year. Excluding 
Renault, unit sales were down 11% 
year-on-year.

Annuity revenue streams generated from 
aftersales parts and service grew strongly 
with revenue from the rendering of services 
up 10% for the year. The growing vehicle 
parc of the division’s imported brands, now 
over 1 million, is delivering good levels of 
aftermarket activity for dealerships.

The industrial products and services business 
performed satisfactorily despite a declining 
forklift market and lower demand from the 
mining sector.

Divisional net capital expenditure increased 
by 20% to R1,2 billion (2014: R998 million) as 
a result of additional vehicles leased to car 
rental companies and an increased 
investment in properties. 

FOR MORE INFORMATION  
on financial services and value-added products 
see the Financial Services review starting on 
page 78.

OUTLOOK
As communicated previously, historic high 
margins in this division were achieved 
through the convergence of specific positive 
economic, consumer, currency and industry 
circumstances which are unlikely to occur in 
the future. Expected operating margins in 
future are likely to be closer to those of the 
current financial year than to the average of 
the past five financial years. Moreover, profits 
will decline in periods when the rand 
depreciation rate relative to the currencies in 
which vehicles are imported is higher than 
the rate of South African new vehicle 
inflation.

In the absence of a marked deterioration of 
the rand relative to our current forward cover 
position, the division is expected to grow 
revenue and operating profit in the 2016 
financial year. The division will remain 
focused on defending and growing market 
share where feasible, and pursue 
opportunities for growth by adding new 
markets and geographies. 
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