News Release: 3 July 2006

OFT ignores 5m used car buyers

Servicing and repairing cars generates £14bn every year, yet the OFT (Office of Fair Trading) continues to overlook the warranty restrictions being applied to the dealer dominated used car market.

That’s the view of leading independent mechanical insurance provider, Warranty Direct, in response to the OFTs ‘pat on the back’ following its succesful intervention in the service restrictions applied to new car warranties.

“The original focus, whilst with good intentions, was wrong. New cars only account for around a tenth of all the vehicles on the road, but what about the 5m or so used cars bought from dealers every year with an extended warranty attached?”, says Duncan McClure Fisher, managing director of Warranty Direct. 

Dealers, both franchised and independent, control over 90 percent of sales of the used vehicles aged 0-2 years, 80 percent of those aged 3-5 and somewhere close to 60 percent of 6-8 year old cars. 

McClure Fisher believes the real issue facing the OFT is within the used car segment.

“People still prefer to buy a used car from a franchised dealer, which, in the majority of cases, is sold with a new 12 month warranty wrapped into the price. 

“Some ‘approved schemes’ come complete with restrictions on where and when a car must be serviced in order to keep the policy valid. Surely that’s what the OFT has just congratulated itself on removing for new car buyers?”

McClure Fisher adds: “They [OFT] need to make sure the restrictions lifted on new cars, is repeated for the used segment, especially those in the franchised dealer controlled 3-5 year old market.”

Warranty Direct operates an unrestrictive policy on its claims. Motorists can choose to take their car to either a franchised or independent garage to carry out the repair work.
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Editor notes 

Launched in 1997, Warranty Direct was the first direct personal Warranty Company operating in the UK. As a privately owned insurance intermediary, the firm operates within the automotive and household electrical markets. Its Reliability Index is featured in What Car? Magazine.  

All Warranty Direct policies are underwritten by Cassidy Davis, a provider of specialist personal lines insurance. Through the unique licences held by Lloyd's, they are able to offer products in over 60 countries across the world.  In addition, Cassidy Davis policyholders benefit from the financial security provided by the Lloyd's market.
