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Another Month of Miserable Auto Sales 

By NICK BUNKLEY

Published: December 2, 2008 

DETROIT — The Big Three automakers are scrambling to adjust their businesses to the reality of the market. But that reality is turning harsher by the month. 

Vehicle sales in the United States sank 36.7 percent in November to the lowest rate in 26 years, as the dour economy and tight credit markets made for another lonely month at dealerships around the country.

“It feels like we’re back in 1982 right now,” said Bob Carter, a Toyota vice president.

General Motors, down 41.3 percent, Ford Motor, down 30.5 percent, and Chrysler, down 47.1 percent, hope the ugly numbers will help them explain their desperation as they ask Congress for $34 billion in government-backed loans to keep them alive. Executives from those companies will be in Washington on Thursday and Friday to make their case.

But while those companies have been losing sales and market share for years, they also can point to Tuesday’s reports from their foreign competitors as evidence that their current woes are not entirely self-inflicted. At Toyota, which was offering loans with zero percent interest on 11 of its normally popular models, sales fell 33.9 percent. Honda’s sales dropped 31.6 percent and Nissan’s plunged 42.2 percent.

“This isn’t a Detroit issue; the whole industry is certainly suffering,” said Ron Pinelli, the president of MotorIntelligence.com, which tracks industry sales.

“It’s not a question of what the automakers can do,” Mr. Pinelli said. “It’s a question of consumer confidence. You can’t induce someone to buy something if they don’t feel good about the purchase — if it’s just not the right time to buy or they can’t get financing for it.”

Over all, vehicle sales are 16.3 percent lower than they were for the first 11 months of 2007. In November, the decline for cars and trucks was roughly the same: down 36.9 percent for trucks and 36.5 percent for passenger cars. That shows the problem is not merely lower demand for trucks, which consumers shunned when gasoline prices rose above $4 a gallon last summer. 

“Our industry is in a much more severe situation than the rest of the economy,” Michael C. DiGiovanni, G.M.’s executive director for global market analysis, said. “It’s in an unsustainable position for all manufacturers. We cannot continue to operate at these levels or else the entire industry’s going to go down.”
November was the second consecutive month in which the industry had an annual sales rate lower than 11 million. In 2005, automakers sold 17 million cars and trucks in the United States. In June of that year, G.M. sold 558,092 vehicles, more than it has sold in the last four months combined.

“Let me tell you something, folks. We’ve got much better products right now in every single category than we did in June of ’05,” said Mark LaNeve, G.M.’s vice president for North American sales and marketing. “I’ve never seen anything even remotely close to this for our industry.”
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Many of the discounts available last month will still be available in December, but analysts say sales will probably not rise until consumers see more stability in the economy.

Toyota’s discounts in November averaged $1,908 a vehicle, a record high for the company, according to the auto information service and publisher Edmunds.com. Incentives were more than $3,000 for each vehicle for the American automakers, but the average for each company was down slightly from October. Many dealers have been offering well over $10,000 off the sticker price of some vehicles, particularly trucks and S.U.V.’s, and some are advertising “buy one, get one free” deals to clear out their inventory.

“The story of the industry seems to have shifted a little bit from potential buyers being unable to close the deal due to the credit tightening, towards a widespread reluctance to purchase durable goods at this point, amid continued very weak consumer confidence,” Brian A. Johnson, an analyst with Barclays Capital, wrote in a recent report.

Ford said it planned to manufacture 430,000 vehicles in the first quarter of 2009, 38 percent fewer than it did in the same period of 2008. It also expects to build 430,000 vehicles in the current quarter.

“We believe the economy will continue to weaken in 2009,” James D. Farley, Ford’s marketing chief, said. “Our near-term production plan reflects this view, as we continue to align capacity with customer demand.”

Jesse Toprak, executive director for industry analysis with Edmunds.com, noted that significantly lower sales to rental-car companies and other fleet operators made the sales figures for the Detroit automakers worse than expected. He said he believed that some of that reduction was intentional to make their performance “look worse than it really was to try to make the case to Congress, ‘Look, we’re desperate.’ ”

But that is not to say that the market is not miserable.

“There’s a lot of consumers that postponed buying a car in the past year,” Mr. Toprak said. “They’re waiting for the dust to settle.”

