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As Used Car Prices Hit Another Record High, Here’s What Goldman Thinks
Happens Next

Description
USA: Another month, another record (see prior records: here & here). New data shows used car prices

continued to soar in the first half of December, suggesting inflation has been anything but transitory.
The Manheim Index, the most recognized wholesale used-vehicle price index by financial and

economic analysts, reported that the wholesale used car index rose 3.1% in the first 15 days of
December compared to November. The overall index has jumped a mindboggling 48.9% from

December 2020.
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https://www.zerohedge.com/markets/used-car-prices-continue-historic-vertical-ascent-new-record-high
https://www.zerohedge.com/markets/used-car-prices-may-never-return-2019-levels-says-cox-automotive
https://publish.manheim.com/en/services/consulting/used-vehicle-value-index.html
https://www.zerohedge.com/s3/files/inline-images/2021-12-22_08-31-27_0.png?itok=xZH_an0i
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“On a year-over-year basis, all major market segments saw seasonally adjusted price gains throughthe
first 15 days of December. Pickups had the smallest year-over-year gains, vans had the largest at
63.3%, and both non-luxury car segments outpaced the overall industry in seasonally adjusted price
growth. Compared to November, SUVs and vans had the smallest growth in the first half of December,
while compact cars had the largest gain,” the report said.
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Heading into the new year, Goldman Sachs chief economist Jan Hatzius provided clients with an
outlook on the automobile market. He expects “further increases in new and used car prices
during the first quarter of 2022, but outlines “new car prices peak in Q2 (vs. Q1 previously) and
used car prices peak in Q1 (vs. December 2021 previously).”

Hatzius said cooling down auto markets will be a challenging task. Port congestion remains a
significant problem and has only marginally improved in recent months. He said new outbreaks of the
Omicron variant is a major risk to foreign automotive and semiconductor factories could derail the
rebound in car production.

KPMG global head of automotive Gary Silberg is in similar agreeance with Hatzius and believes a
turning point in vehicle prices is nearing. He told Automotive News that vehicle supply and demand
would achieve equilibrium sometime between October 2022 and 2023, but used-vehicle prices would
begin to fall before that point.

“In every scenario, we expect the market to anticipate the turnaround in the new-car supply
situation ahead of time and begin repricing used cars before new-car lots are full and used-
car demand returns to normal.

“In other words, a 20 to 30 percent plunge in used-vehicle prices is in the cards,” KPMG
wrote in a note.
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https://www.zerohedge.com/s3/files/inline-images/2021-12-22_08-32-02.png?itok=F9n1DLl0
https://www.autonews.com/retail/used-vehicle-prices-will-fall-quickly-later-2022-firm-says-heres-why?utm_source=dlvr.it&utm_medium=twitter
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Relief for car shoppers is coming, but it might be in the second half of 2022, and don’t expect prices to

return to pre-2019 levels.

by Tyler Durden
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