NONPRIME TECHNOLOGY
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1S YOUR

READY TO GO HIGH TECH?

Before you even think about going high tech, you’ll need to re-educate
your entire staff on how to service the nonprime market. Once you
have training in place, finding the right software tool really
comes down to a few considerations.

By BEcky CHERNEK

ast year was revolutionary in many ways, but
especially in the way dealerships viewed their
nonprime customers. Statistically, the nonprime
market is currently the fastest-growing segment
in the automotive industry, according to the National
Automotive Finance (NAF) association. Technology is also
making its presence felt by making the process of market-
ing and selling to special finance customers more feasible
and unbelievably profitable for dealers.

Comparing 2005 year-end data to previous years, the
NAF association’s 2006 Nonprime Automotive Financing
Survey (conducted by BenchMark Consulting Interna-
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tional) reported that dollar delinquencies declined from
3.3 percent 1n 2005 to a mere 6.6 percent in 2006. Mar-
guerite Watanabe, who wrote a white paper on the Bench-
Mark study, said the percentages of applications processed
in less than 30 minutes also increased dramatically, as well
as the use of the Internet to advertise and service accounts.

Currently standing at $260 billion, the industry is show-
ing no signs of slowing down, noted John Scordo, chairman
of the NAF, in Watanabe’s analysis. Scordo also called the
nonprime market “the fastest-growing segment of the auto
industry, expanding at twice the rate of the industry overall.”

But this isn’t a recent trend. In the January issue I wrote




an article that sourced a study detallmg

how Household Finance Corporation, one
of the largest subprime bankers in the na-
tion, serviced nearly $6.4 billion in 2001
auto loan receivables — almost double the
amount the company serviced the previous
couple of years. That study also reported
that delinquency rates during that time
varied between a paltry 1.77 and 2.89 per-
cent, which was amazing considering the
comparable percentages of delinquencies
from the prime-rate lender General Motor
Acceptance Corp. was 2.4 percent that year.
Dealers have also taken note, as many
are increasingly raising the bar when it
comes to their nonprime and below non-
prime business. Most are now reaping a
notable boost in sales and profits. Some
saw these rising numbers as merely wel-
comed relief to the decline in new-car sales.
Others viewed the noteworthy numbers
as a lucrative reason to expand their sub-
prime business. Still, others have bombed |
miserably. My take is: If you planted the
seed without first plowing the field,
chances are you won’t benefit from a
good harvest. Remember, the subprime
business requires proper nurturing.

CHANGING THE SALES CULTURE

With the amount of secondary-fi-
nance software applications available to
dealers, many overlook the fact that suc-
cess in the nonprime business starts with
the sales culture inside their dealership. :
Bottom line: Your sales representatives
must be retrained.

Training starts with instruction on how to
negotiate sales with customers from the time
they are greeted to the time they leave the fi-
nance office. Salespeople must be able to dif-
ferentiate between working with the credit-
challenged vs. the credit-worthy. Your sales

your sales reps to ask the right questions.
The trick is for your sales reps to immedi-
ately qualify the customer after greeting
them on the lot. The salesperson needs to
know if the customer can buy, as well as
which company is financing his or her cur-
rent vehicle. They need to determine how
long the customer has lived in his or her
current residence, whether the customer is
responding to your dealership’s newspaper
advertisement, and whether he or she is in
the market for a new or used vehicle. Once
the customer has been identified as one
with a slow-pay history, then he or she can
be invited into the dealership. And re-
member, rates, payments or down pay-
ments should never be discussed on the
lot. Always teach your sales reps to never
negotiate sales on their feet — only and al-
ways on their seat!
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in subprime financing should never nego-
tiate the sale without reviewing the sale
with a finance manager.

Oh, you say your finance officers are not
trained on subprime financing either? If
your managers don’t know how to properly
desk a subprime deal, you're likely to lose out
on this increasingly rewarding business. In
order to be profitable in this market, all your
managers must be well schooled on the pro-
cedures required to service this market.

INVESTING IN PROPER SOFTWARE

Now you're ready to compare your op-
tions and invest in a secondary finance
software application. Many savvy dealers
are utilizing these applications to enhance
and support subprime desking, as the use
of such software by re-educated managers
will more readily guarantee a sale while
maximizing profits. Once your man-
agers and their staff have been properly

educated on how to deal with secondary
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David Lewis and Company’s Auto Systems
Online is a full-featured desking system
designed to handle secondary finance,
leasing, desking, CRM, F&l and lead
generation. Pictured is the attached-sort
inventory screen from the company’s
secondary finance module, which allows
the user to sort through the dealership’s
entire inventory based on the dealership’s
approved credit criteria.

team must understand that a bank will only

extend credit to slow-pay customers under

specific guidelines, and will require addition-
al information before granting loan ap-
proval. However, knowing when to obtain
such information can make or break your
salesperson’s success in dealing with this
market.

Customers with a slow-pay history are

cautious, which means they will not readily

accept any deal or payment thrown at them.
Every customer hasa payment in mind, and
slow-pay customers are no exception. Teach

Now we're down to the nitty gritty. This
is where proper training and tools are crit-
ical. This is what determines whether the
“harvest” will be bountiful or not. Once
the customer fills out a credit application
(customer statement), your sales reps
must take the completed statement direct-
ly to their sales manager, one who can de-
termine exactly what vehicle the customer
qualifies for based on his or her credit in-
formation and various bank guidelines.
Any sales manager who is not experienced
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press’ LotPro). Each has particular fea-
tures suited to meet your dealership’s
needs, which is based on the size of your in-
ventory, primary clientele, and what per-
centage of your total business is devoted to
special finance sales. Once you've made
those considerations, basic operation of
these systems is very similar.

After a credit criteria has been estab-
lished by your finance manager, the appli-
cation flags your customers based on their
beacon score — generally from 600 and
below — and provides vehicle selection
suggestions from your lot based on pay-
ment, advance and bank provider guide-
lines (e.g., time on the job, advance, bea-
con score and income). Your sales reps can
then present alternative proposals, allow-
ing your customers to determine the terms
and options available, as well as select a
new or used vehicle based on their specific
budget and down payment requirements.

Each of these software tools offer specific
features that make such transactions easy to
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[ ] 2006 Chevralet Cohall Elmore Ave 131 $6,262.50 Wells Fargo SF $317.57 $350.00
[ 120068 Chevrolet Caobalt 40 Sedan LS 1962 Elfnare Aye 131 $4,237.50 Capital One $323.03 $350.00
[ 120068 Chewolet Caball 4d Sedan LS 1962 Elmore Ave 131 $3,897.50 HSBC SF §$273.52 $350.00

[12006 Paontiac Sunfire 2d Coupe 2117 Elmore Ave 88 $5.661.75 Wells Fargo SF $276.61 $350.00
[ 2005 Pontiac Sunfire 2d Coupe 2117 Eimare Ave 28 $3,961.76 HSBC SF $§274.92 $350.00
[1 2006 Pontiac Sunfire 2d Coupe 2117 Elmore Ave 88 $3.811.75 Capital One $221.62 $350.00

[ 2006 Paontiac G6 4d Sedan 19654 Elmore Ave 105 $5,565.77 Wells Fargo SF $350.00 $350.00
[12008 Pontiac GB 4d Sedan 19654 Elmore Ave 105 $4,185.00 HSBC SF $325.80 $250.00

[ 2006 Paontiac GA 4d Sedan 19654 Elmore Ave 105  $3.960.00 ChaseCustom8 $347.48 $350.00
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[ 72008 Dodge Dakota 20D Quad Cah ST 1973 Elmaore Ave 132 $5,36262 Wells Fargo SF $350.00 $350.00

[ 120058 Dodge Dakota VWD Quad Cab ST 1873 Elmare Ave 132 $4,147.48 HSBC SF §$350.00 $350.00

[— 2008 Dodge Stratus 4d Sedan SXT 2179 Elmore Ave 26 $5,325.00 Wells Fargo SF $319.06 $350.00
[ 2006 Dodge Siratus 4d Sedan SXT 2179 Elmore Ave 26 $4.370.00 CitiFinancial $347 6D $350.00
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{72005 Ford | Taurus 4d Sedan SE 2108 Elmore Ave 90 $4,990.75 Wells Fargo SF $270.32 $350.00

[ 2005 Ford Taurus 4d Sedan SE 2108 Elmaore Ave a0 $4,258.25 CitiFinancial $275.49 $350.00
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[] 2006 Ford FreestarWagon 4d Wagon SE 1984 Elmore Ave 153 $4 56059 Wells Fargo SF $350.00 $350.00

[ 2006 Ford FreestarWagon dd Wagon SE 1984 Elrmore Ave 153 $4,205.00 HSBC SF $338.55 $350.00

o

Y e S i S T e R N T e R S S B S R S S SR NS S G R R
F $4 85254 Welis Fargo SF
$4,758.43 HSHC 5F

|, R R R S S R R R S RN [ SR (RS S i (S e N S (A (e S e RS
$4,706.26 EXPIRED

$4,215.89 Wells Fargo SF ‘

2756A Elmare Ave 143

G275A Elmote Ave 143

Elrmnore fAyve 11
Elmore Ave 11

B348A
63484

lmport/ Expon
Wholesale Deal

Proﬁt-

- ™0 New
1 731 New

Market Thief Leads
BK OnLine Leads

| Websne |

wmmhwmmg

INSTANT MESSAGING »

Fmance Praducte Oniy Ad Creator

Print i o Sont

Max Pay .

Source Payment

$350.00
$350.00

$350.00
$350.60

$350.00
$350.00

$350.00
$350.00

ProMax Online maintains all Special Finance lender programs and maintains a booked-out vehicle inventory for the dealership. It then
calculates every lender and vehicle for every customer and sorts the results by gross profit. The additional BDC features ensure proper
follow-up for higher closing ratios — a must for every special finance department.

learn and use, and most companies will offer
24/7 technical support. Common features
include comparison and proposal screens,
as well as calculate-the-deal screens. Such
features are important, especially when the
customer is eager to make a deal. Some even
help you track and qualify leads in your area.
These tools will also offer lender guidelines
and values that can be accessed with just a
couple of keyboard strokes.

The benefit of these software tools is
their accuracy. They ensure not only an in-
crease in the volume of sales, but also a sig-
nificant increase in gross profits. For your
finance manager, these tools eliminate the
guessing game, as he or she will know with

just a glance what’s available at a price the
customer can afford. These tools also make

the transaction process less confusing to
your customer, as a printed document 1s
more impressive, persuasive and credible

than verbal discussions.

Dealers I've talked to, and who have uti-
lized subprime software applications,
claim to have improved their secondary
deals from a minimum of 20 to 40 vehicles
to nearly 100 units per month, and tout
gross profits of $2,500 per unit. They also
firmly believe their special finance buyers
have become as much of a payment buyer
as those with good credit, with most saying
they can generate the same increases in
sales and gross profits as they do with cus-
tomers with good credit.

DEALERSHIP ACCEPTANCE OF SUBPRIME
VENTURE REQUIRES COMMITMENT

No matter what, jumping into the non-
prime arena takes 100-percent commit-
ment. Goals must be set. Vehicle inventory
must be appropriate for the market. Mar-
keting schemes must be targeted, with the
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re-education of every staff member being
a critical component of your venture into
this market. Bottom line: Success in the
subprime market requires a consistent
process, effective marketing, retraining of
staff, inventory management control, and
a solid sales strategy that's smoothly inte-
grated with your software technology:.
Whether you're taking advantage of it or
not, the subprime market is here to stay. It
offers lucrative potential, not only for your
dealership, but for thousands of customers
who need and deserve reliable transporta-
tion, as well as an opportunity to either es-
tablish or reestablish their credit. However,
make sure to thoroughly investigate this
important market before diving in. And re-
member to compare the software tech-
nologies available. Once you've done that,
you can begin the re-education of your en-
tire staff to use this new tool effectively. B




