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Jaguar entered the SUV field with the F-Pace. Image credit: Jaguar

 
By SARAH JONES

A combination of more affordable models and an increased focus on sport utility vehicles has helped luxury brands
grow their market share in the broader automotive sector this year, according to a new report from Edmunds.

Changes such as new products and brands entering the luxury field for the first time are helping the segment attract
new consumers. While luxury car sales have fallen since the record highs of last year, the category has seen its sales
volume grow in 2017.

"The outlook continues to be good for luxury sales in the U.S. due to the increase of products," said Jessica Caldwell,
executive director of industry analysis at Edmunds, Santa Monica, CA.

"With cheaper products and a plethora of SUV offerings, the luxury market is poised to serve a wider span of
consumers than ever before," she said.

Edmunds' report compares sales data from January to May 2017 with previous years.

Sporty success
Luxury automakers have increased their focus on SUVs, and it has helped them make up for the overall 6 percent
drop in care sales this year. Fifty-six percent of all luxury auto purchases this year were SUVs, and these sporty
vehicles have grown their sales 7 percent year-over-year.

The majority of luxury automakers studied saw their share of SUV sales grow this year, while 10 out of 14 count an
SUV as their best seller. Brands such as Porsche, Cadillac and Lexus have about two-thirds of their sales driven by
SUVs.

Jaguar's F-Pace, the automaker's first SUV that was released in 2016, has become a popular model for the brand, and
today SUVs are 45 percent of Jaguar's sales.

According to Edmunds, this rise of the luxury SUV has led some shoppers to ditch their brand loyalty, with a
significant population rising into the luxury category from more mass marques. New players including Hyundai's

https://www.luxurydaily.com/category/sectors/automotive-industry-sectors/
https://www.luxurydaily.com/more-than-half-of-us-luxury-auto-purchases-are-suvs/
https://www.luxurydaily.com/wp-content/uploads/2017/07/Jagaur-F-Pace-465.jpg
file:///author/sarah-jones
https://pubads.g.doubleclick.net/gampad/jump?iu=/60923973/mid-article-micro-bar&sz=234x60&c=85099116&tile=1
http://www.edmunds.com
https://static.ed.edmunds-media.com/unversioned/img/industry-center/analysis/july-2017-luxury-report-2.pdf


Genesis are also shaking things up.

2018 Hyundai Genesis. Image credit: Hyundai

While this is good news for some, it also diluted the lead and sales concentration of traditional brands. While
Mercedes-Benz, BMW and Lexus remain the top brands for market share, all three saw their percent of the market go
down compared to 2016.

In recent years, luxury automakers have looked to grow their customer base through more entry-level compact
models. The MSRPs on these vehicles dip close to mass auto prices, which along with appealing leasing terms,
helps luxury brands convince more buyers to trade up.

Close to a third of trade-in buyers substituted a non-luxury vehicle for a luxury car.

For instance, a luxury subcompact SUV has an average MSRP of $38,000, the same as a midsize SUV from a
mainstream brand.

Lexus' NX SUV starts at about $35,000. Image credit: Lexus

While the jury is still out on the impact of this affordable luxury move on the brand positioning of these automakers,
this strategy is boosting sales.

"It's  going to be challenging [for traditional luxury brands to continue their leadership in the market against newer
entrants] since they've already vastly expanded their product line up," Ms. Caldwell said.

"As OEMs look toward the future, I would expect them to take leadership positions in the development of advanced
driver assist features, which is becoming a key way for luxury brands to distinguish themselves from the mass
market," she said.

High and lowHigh and low

While the entry-level end of the market is seeing a lot of activity, so are the super-luxe models.

The highest sales for super-luxury vehicles are coming from markets such as the United States, the Middle East and
China, according a recent report from Frost & Sullivan.

While manufacturers in the U.S. are focusing on electric technology, European automakers are concerned with
autonomous driving and cabin comfort for passengers. In 2016 compared to 2015, super-luxury automotive brands
saw a significant increase of 8 percent in sales (see story).
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The popularity of SUVs is not expected to go anywhere.

Italy's Maserati was one of the most recent automakers to create an upscale SUV, but is such a vehicle viable for
brands in the luxury tier?

The Maserati Levante, which premiered at the 2016 Geneva Motor Show, is the brand's first SUV and follows the
release of Bentley's Bentayga. Consumer desire for SUVs is growing and other brands have models in production,
but the segment can present problems with positioning and image (see story).

"SUVs are increasingly replacing cars as the daily driver for Americans, so it makes sense that this preference
carries over into the luxury space," Ms. Caldwell said. "Consumers appreciate the additional space, increased utility
and the higher ride height.

"As long as these models are built on car platforms and deliver a smooth ride with decent fuel economy, it seems
like these vehicles are here to stay," she said. "Car companies who have traditionally eschewed SUVs are coming
around because their popularity is undeniable. Auto brands without SUVs are only giving away sales to their
competitors."
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