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Land Rover looks  into all-terrain driverless  SUV. Image credit: Land Rover

 
By SARAH RAMIREZ

Sales of sport utility vehicles have dominated the luxury car market in 2018, but the gap between high-end and mass-
market SUVs is narrowing.

More than 1 million luxury vehicles have sold this year, 62 percent of which were SUVs, according to a new report
from Edmunds. Growing availability of high-end SUVs has driven this trend, but the price gap between luxury and
mainstream vehicles has also shrunk 10 percent in the last decade.

"As mainstream buyers increasingly opt for pricier SUVs and trucks and the luxury segment continues to roll out
smaller offerings with a lower price floor, the gap between average luxury and mainstream pricing has narrowed
significantly," said Jeremy Acevedo, manager of industry analysis at Edmunds, Santa Monica, CA.

Car sales
The 1.3 million premium vehicles sold this year through the end of August represent 11.4 percent of overall auto
sales. More than six in 10 of the luxury cars sold were SUVs.

This year, high-end cars have sold for an average $54,627 compared to an average price tag of $33,346 for a mass-
market vehicle, a 48 percent difference. However, 10 years ago the difference between the two tiers was 58 percent
when a new luxury car cost an average of $46,416 and an mainstream vehicle cost $25,608 on average.
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The BMW X1 is a popular premium compact SUV. Image credit: BMW

Traditionally, luxury automakers have differentiated themselves from mass market brands with better performance
and styling. With SUVs, however, handling and horsepower are of lesser importance, which lowers the premium
added to the high-end options.

"As mainstream buyers increasingly opt for pricier SUVs and trucks and the luxury segment continues to roll out
smaller offerings with a lower price floor, the gap between average luxury and mainstream pricing has narrowed
significantly," Mr. Acevedo said.

While most drivers who exclusively shopped for high-end vehicles preferred Porsche, Jaguar, Audi and BMW,
mainstream drivers were also attracted to Lincoln, Volvo and Acura. Automakers Lincoln and Volvo also kept
buyers loyal to their brands, while Porsche and Land Rover had higher rates of luxury drivers with a large share later
trading in for different luxury vehicles.

Driving forward
While the luxury vehicle market is not expected to stall out next year, automakers will be facing new obstacles.

According to Edmunds, only 29 percent of high-end cars sold in the U.S. are produced stateside compared to about
half of all vehicles sold domestically. While brands including Mercedes and BMW are bracing themselves for future
tariffs by ramping up their U.S. production, the industry as a whole could face serious consequences if tariffs are
enacted.

The tariffs President Donald Trump proposed could reach up to 25 percent, placing a significant toll on foreign
exporters and the customers in the U.S. who desire foreign cars.

While likely aimed at protecting American interests from cheaper cars manufactured in Asia, tariffs on imported
cars would also have an effect on luxury vehicles, many of which are manufactured in Europe. Many American-
made vehicles include foreign parts, so tariffs would still cause production costs to rise stateside (see story).

Automakers also need to prepare for the impact that possible tariffs may have on sales in the U.S., as a recent study
found prospective buyers could consider opting for used cars.

According to a survey from Autolist, 65 percent of consumers expect car prices to climb if auto tariffs come to
fruition. Forty-one percent of car shoppers would choose to purchase a pre-owned vehicle if tariffs increased car
costs.

Based on reports, if automakers choose to pass on increased costs to consumers, prices could rise by up to 20
percent a difference of thousands of dollars (see story).

Until tariffs become a reality, however, automakers are expected to see positive returns.

"Luxury SUV sales will continue to climb and power the segment's growth," Mr. Acevedo said. "In the tail end of 2018
we expect several all-new and redesigned SUVs to hit the market as luxury automakers aim to fill holes in their SUV
lineups to take advantage of unprecedented market demand."
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