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Automakers turn to 0% financing in order to keep dealers competitive and sales volume strong. The

incentives launched by Ford, General Motors, and Daimler Chrysler over the past two years have

helped the companies expand their market share within the US market and also have helped

increase customer loyalty. Additionally, the costs associated with 0% financing have been

decreased by record low interest rate levels.

The graph below illustrates the price performance of the Big 3 automakers and includes an

economic overlay of motor vehicle retail inventories. In the fourth quarter of 2001 the financing

incentives helped revive depressed price performance caused largely in part by the events of
September 111", However, a similar reaction never occurred when the automakers re-introduced

the financing incentives almost a year later.
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Shaded areas represent approximate periods of 0% financing




THE 0% FINANCING EFFECT

The 0% financing has also boosted sales to record levels and has enabled dealers to unload leftover models and hard to sell inven-
tory. The graph below illustrates the last seven quarters of sales reported by Ford, General Motors and Daimler Chrysler and over-
lays seasonally adjusted motor vehicle retail sales. Similar to the effects seen with price performance, 0% financing specials weren’t
able to elevate revenues to prior year levels. 0% financing pulls auto sales to the present from the future. In addition, low inventory
levels created by 0% financing cause lower retail sales volume in future periods.
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