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Warehouse Clubs 2016
Financial Footprint

· The latest annual revenue numbers in Supermarket News’ 2016 Top 75 US & Canadian Food Retailers & Wholesalers list clearly reveal the dominance of Costco ($69.4 billion as of 8/30/15) and Sam’s Club ($56.8 billion, FY 2016) in the warehouse club segment.
· BJ’s Wholesale Club, which is privately held, generated an estimated $12.5 billion in total revenues, with $9.4 billion of consumables only, for the fiscal year ending 1/31/16.
· Costco’s May 2016 sales were $9.23 billion, a 3% increase over May 2015. Comparable sales increased 1% in its US stores for May while, for the 39 weeks ending May 29, US comparable sales increased 2%.
Sam’s Club Financial Performance, Q1 2017*
	Metrics
	Without Fuel
	With Fuel

	
	Q1 2017
	% Change
	Q1 2017
	% Change

	Net sales
	$12.727 B
	+2.9%
	$13.608 B
	+1.0%

	Comparable club sales
	+0.1%
	-30 bps
	-1.9%
	+190 bps

	   Comp traffic
	-0.2%
	--- bps
	NP
	NP

	   Comp ticket
	+0.3%
	-30 bps
	NP
	NP

	E-commerce impact
	-0.6%
	+20 bps
	NP
	NP

	Gross profit rate
	Increase
	+18 bps
	Increase
	+51 bps

	Membership income
	NP
	+3.9%
	NP
	NP

	Operating income
	$408 M
	-6.4%
	$413 M
	-3.3%



Market Realist, May 2016  



*for the period ending April 29, 2016
Competing for Consumers
· According to a late 2015 study from Swirl Networks, a beacon marketing platform provider, 56% of 1,000 consumers said that Amazon was #1 when it came to understanding their individual preferences, compared to 24% for warehouse clubs. 
· Costco was ranked first among big box+ retailers in a May 2016 study from C Space, a Boston-based consultancy, for fulfilling customer needs.
· In King Retail Solutions’ Winter 2015 Consumer Insights Survey, consumers ranked Costco #8 and Sam’s Club #18 on a list of their 20 favorite places to buy groceries that are not grocery stores.
Selected Grocery Stores Ranked by CQ Score*, May 2016
	Store
	Score
	Store
	Score

	Walmart
	-6.23
	Sam’s Club
	+0.28

	Local grocery store
	-4.43
	Local grocery store
	+2.70

	Albertsons
	-2.95
	Kroger
	+4.57

	Winn-Dixie
	-2.88
	Costco
	+5.31

	Safeway
	-2.23
	Trader Joe’s
	+7.26



Adweek (C Space), May 2016  *combination of positive and negative mentions
Growth Strategies

· Costco is focused on increasing its sale of organic foods, which generate approximately $4 billion in annual revenues and has increased 30% during the past two years. It is also helping farmers buy land and equipment to increase the supply of organics. 
· Walmart’s strategy for Sam’s Club is to expand its consumer market by offering “quality at a value” for high-income shoppers, which includes an upgraded deli counter and an enhanced jewelry selection that includes five-figure items.
· Although Costco has no plans for a shop online/pick up in-store service since it wants to compel members to shop in the store, BJ’s Wholesale Club will add a “pick up and pay” service at all of its 213 locations during 2016.
Top 15 US Pharmacies by Total Prescription Revenues, 2015
	Company
	Revenues
	Company
	Revenues

	#1: CVS Health Corporation
	$50.4 B
	#9: Target Corporation
	$4.2 B

	#2: Walgreens Boots Alliance
	$32.8 B
	#10: Humana
	$4.2 B

	#3: Express Scripts
	$40.1 B
	#11: Prime Therapeutics
	$4.0 B

	#4: Walmart Stores/Sam’s Club
	$19.9 B
	#12: Diplomat Pharmacy
	$3.4 B

	#5: Rite Aid Corporation
	$19.3 B
	#13: Cigna Corporation
	$2.5 B

	#6: UnitedHealth Group
	$15.8 B
	#14: Costco Wholesale Corporation
	$2.5 B

	#7: The Kroger Company
	$9.6 B
	#15: Ahold USA
	$2.1 B

	#8: Albertsons Companies
	$5.4 B
	
	


Drug Channels, January 2016  
E-Commerce Efforts

· A University of Chicago study found that the growth of warehouse clubs has disrupted the retail sector more than e-commerce. From 1992–2013, e-commerce sales increased $35 billion while warehouse club sales increased from $40 billion.
· In an attempt to establish a competitive edge over Costco, Sam’s Club’s Club Pick-up program (online order/pick up in-store) generated a 46% increase in use Y-O-Y during the fiscal quarter that included the 2015 holiday shopping season.
· In addition to adding its own online order/pick up in-store option at all its stores, BJ’s Wholesale Club is the first wholesale club and one of the first big retail chains to accept Apple Pay as well as allowing members to store their store-issued credit card in the app.
What Suppliers Have to Say

· As much as consumers’ perceptions of various retailers are important, their suppliers’ perceptions are also revealing. In Retailing Today’s The 100 Best Retailers survey, suppliers ranked Costco #1 in the categories of best CEO and leadership team. 
· Costco was second to Target – 47.4% and 60.6%, respectively – for the question, “Which retailers provide their shoppers with the best in-store experience?” BJ’s Wholesale Club was #9, at just 6.8%.
· Costco was fourth (25.7%) in the category of “which retailers are most willing to experiment with new initiatives?” behind Amazon, Target and Walmart. Costco was second behind Amazon and Target for retailers with the best business practices. 
Retailers with Best Customer Experience*, 2016
	Retailer
	Percent

	#1: Costco
	· 39.8%

	#2: Target
	· 35.2%

	#3: Amazon
	· 28.5%

	#4: Publix
	· 22.9%

	#5: H-E-B
	· 19.7%

	#6: Kroger
	· 14.5%

	#7: Walgreens
	· 12.1%

	#8: CVS Caremark
	· 10.0%

	#9: Walmart
	· 9.6%

	#10: Safeway/Albertsons
	· 4.4%



Retailing Today/Crossmark, Winter 2015   *according to retail suppliers
Additional Analysis
Another excellent survey from The Media Audit supports a number of warehouse club consumer trends and reveals a few interesting insights. 
Gender is the first contrasting result when looking at the Spring 2016 survey for Rochester, NY. Among adults, 18+, who said they shop at Costco, Sam’s Club and BJ Wholesale Club for electronics and/or appliances, Sam’s Club and BJ’s exhibited an almost even split among men and women. According to the survey, however, 83.1% of men said they shop at Costco for electronics and/or appliances compared to 16.9% of women. 

Adults 18+ Who Shop at Rochester, NY Warehouse Clubs*, Spring 2016
	Metric
	Costco
	Sam’s Club
	BJ’s

	Age, 18–24
	<1%
	<1%
	5.6%

	Age, 25–44
	35.3%
	36.5%
	15.6%

	Age, 45–54
	20.6%
	12.0%
	31.6%

	Age, 55–74
	30.7%
	28.9%
	42.4%

	Age, 75+
	13.3%
	22.7%
	4.8%

	European American
	84.9%
	67.7%
	100%

	African American
	<1%
	<1%
	<1%

	Latino American
	<1%
	7.5%
	<1%

	Asian American
	<1%
	24.8%
	<1%

	Income: <$35K
	<1%
	9.3%
	10.5%

	Income: $35K–$75K
	55.3%
	39.0%
	19.9%

	Income: $75K–$150K
	24.2%
	51.7%
	46.6%

	Income: $150K+
	20.6%
	<1%
	23.0%



The Media Audit, Spring 2016  


* electronics/appliances
All three warehouse clubs skew quite old and Sam’s Club the oldest. It’s also interesting that Costco and Sam’s Club do much better than BJ’s Wholesale Club with adults, 25–44, but BJ’s grabs a significant share of adults, 55–74. The data for annual household income brackets certainly mirror what other sources have found: warehouse clubs are very appealing to consumers in the highest income brackets. Although almost no one shops Sam’s Club with an income of $150,000+, it has the highest percentage in the $75,000–$150,000 bracket. Costco appears to be attracting the most European Americans and a majority of those with “middle-class” incomes, $35,000–$75,000.
Sources: Supermarket News Website, 6/16; Drug Store News Website, 6/16; Market Realist Website, 6/16; Retailing Today Website, 6/16;  King Retail Solutions Website, 6/16;  Adweek Website, 6/16;  The Seattle Times Website, 6/16;  Drug Channels Website, 6/16;  RetailWire Website, 6/16;  Fortune Website, 6/16;  PYMNTS.com Website, 6/16;  Retailing Today Website, 6/16;  The Media Audit Website, 6/16.
Updated: June 2016
© 2016 THE MEDIACENTER. All rights reserved.

THE MEDIACENTER • 7000 Kennedy Blvd. East, M-9 • Guttenberg, NJ. 07093 • Tel 866-921-1026 • Fax 201-210-4618

