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“Finance brokers expect new car registrat ions to level  of f  in 2016”

of brokers expect new 
car registrations to 
level off in 2016

72%
of brokers put stable 
interest rates at the top 
of their 2016 wish list

67%
brokers report 
monthly payments are 
increasing

4 10out
of

of finance customers change 
their car every 2-3 years

50%over



How would you rate confidence amongst car buyers at present? 

7.1

7.1

Welcome to the latest Paragon Car 
Finance Headlight Survey, gathering 
the views and opinions of the UK’s 
largest motor finance brokers on 
current trends and outlook for the 
car finance market. 

Encouragingly, brokers report 
that confidence amongst UK car 
buyers remains high. Undeterred 
by a faltering global economy, the 
prospect of continued low interest 
rates for the foreseeable future is a 
winner for UK car buyers. In fact, in 
terms of underpinning confidence in 
the year ahead, almost seven out of 
ten brokers (67%) put stable interest 
rates at the very top of their wish list 
for 2016.

However, whilst the majority of 
brokers expect new car registrations 
to continue to grow in the first 
quarter of 2016, almost three 
quarters (72%) forecast a levelling 
off in new registrations for the year 
as a whole. After several years of 
growing sales, it seems a change of 
gear might be on the cards.

In terms of buying behaviour, more 
car buyers are increasing their 
monthly car finance payments. 
Whether encouraged by lower 
interest rates or buoyed by lower 
fuel prices at the pump, four out 
of ten brokers (44%) report an 
increase compared with just one in 
ten (9%) in the previous quarter. 

At the same time, a growing number 
of finance customers are replacing 
their cars more frequently, with over 
half of all brokers (55%) saying 
customers now look to replace 
their car at least once in every two 
to three years compared with 48% 
recorded in the first survey carried 
out in Q2 2015.

I’d like to extend my thanks to all 
of the brokers who took part in 
the survey. Uniquely positioned 
between lenders and retailers 
and active in the market each and 
every day, finance brokers have an 
unparalleled view of how the market 
is developing and add valuable 
insight to our understanding of the 
current dynamics.

JULIAN RANCE
Head of Paragon
Car Finance

Brokers expect new car sales to slip into neutral in 2016

Q4 2015

Car buyers continue to demonstrate a high level of confidence, unchanged at 
7.1 out of a possible 10.

Interest rate stability keeps 
car buyer confidence high 

According to brokers, low interest rates and the expectation that rates will 
remain stable for the foreseeable future are the key factors underpinning 
buyer confidence at the moment, encouraging buyers into the market and 
improving affordability.

Greater choice of finance products is also helping to lift the mood, with half of 
brokers (50%) highlighting a higher level of competition and greater innovation 
in the finance market than we’ve seen for some time.

Notwithstanding the high levels of 
confidence amongst car buyers, almost 
three quarters of brokers (72%) expect new 
car registrations to level off in 2016. Almost 
a quarter (24%) see scope for a further 
increase on 2015 and only a small minority 
(4%) expect registrations to drop.

What are your expectations for new car 

registrations in 2016?

Why do you think car buyer confidence is strong at the moment? 

Interest rates
are low

More choice of
finance products

Interest rates
are stable



Q4 2015

Monthly payments up, 
deposits down

Proportion of brokers reporting an increase

in monthly payments

Q3 2015

Q4 2015

Average length of time customers keep their cars

Q3 2015
Q2 2015

Q4 2015

Proportion of brokers reporting a deposit of 1-10% on new cars

Q2 2015 Q3 2015 Q4 2015

Monthly payments are growing 
Perhaps benefitting from lower and more 
competitive pricing or maybe spurred on by 
falling fuel prices at the pump, brokers report 
that four out of ten (41%) new car buyers 
opted to increase their monthly payments a 
little when purchasing a new car in Q4 2015, 
compared with one in ten (9%) in the three 
months prior.

Smaller deposits for a larger proportion of new cars 
Looking back at data from the last three surveys, brokers report a definite trend towards smaller deposits on
new cars, with the number of brokers reporting a deposit of between 1-10% on new cars rising from 35% to 50% 
of applications. The vast majority of brokers (95%) expect deposit levels for new cars to stay around the same 
level in the first quarter of 2016.

Majority of customers change cars every two and three years
Over half of all brokers report that customers now look to replace their car at least once in every two to three 
years. This has risen steadily since the survey began, climbing from 48% initially to 55% in the latest round of 
questioning. At the same time those reporting that customers retain their car for three to four years has dropped 
from 39% to 32%.

Whilst almost half of motor finance 
brokers expect used car prices to hold 
steady over the next six months (48%), 
four out of ten (43%) are expecting 
prices to fall as the supply of used 
cars grows and customers exert 
pressure to achieve a better deal.

However, no one is expecting to 
see a massive drop in used car 
prices with those anticipating a fall 
expecting prices to fall a little.

Brokers split on 
expectations for 
used car values

Used car price expectations over 

the next six months
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About Headlight Survey

The Paragon Car Finance Headlight Survey is a quarterly survey of the 
UK’s top 30 vehicle finance brokers operating across the UK. It includes a 
wide range of brokers, including those who arrange business for car dealers 
and specialist vehicle retailers as well as brokers who arrange finance with 
customers directly.

About Paragon Car Finance

Paragon Car Finance is a trading style of Paragon Bank PLC, a British bank 
with a specialist lending focus. Launched in February 2014, Paragon Bank 
applies its specialist lending expertise to offer competitive finance packages 
for customers in a range of carefully selected UK finance markets.

Paragon Bank is a wholly owned subsidiary of The Paragon Group of 
Companies. Established in 1985, The Paragon Group of Companies is best 
known as the UK’s leading specialist buy-to-let lender and consumer finance 
Group. A FTSE 250 company, the Group has over £11.2 billion of assets 
under management and has helped one and half million customers with 
their finances.

Paragon Group was an active lender in the car finance market between 1998 
and 2008, originating in excess of £900 million of business via 2,100 dealers 
and funding over 100,000 cars.

Paragon Car Finance is a trading style of Paragon Bank. Paragon Bank PLC is authorised by the Prudential 
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
Registered in England number 5390593. Registered office 51 Homer Road, Solihull, West Midlands B91 3QJ. 
Paragon Bank PLC is registered on the Financial Services Register under the firm reference number 604551.
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Rounding off with a list of ‘most-wanted’ items for 2016, motor finance 
brokers highlighted three key things. First and foremost, brokers want 
interest rate stability. Over two-thirds of respondents (67%) put stable 
interest rates right at the top of their wish list, indicating just how 
important a steady interest rate outlook has become for car buyers. 

Next up, four out of ten brokers (39%) requested a straightforward 
model, standardised across all lenders, to use when assessing the 
affordability of finance for their customers.

Last but not least, almost one third of brokers (29%) would like to 
see more finance options for sub-prime customers. Whilst product 
availability and choice for customers with standard credit profiles and a 
solid credit history have improved massively since the crisis, the same 
is not yet true for the less standard customer. 

Motor finance wish 
list for 2016

2016 motor finance wish list

Interest rate stability

Standardised affordability
model across lenders

More finance options for
sub prime customers

More finance options for
business customers

More finance options for
used car customers

Successful completion
of FCA authorisation


