[image: image1.jpg]




Convenience Stores 2016
Juggling the 2015 Numbers

· Although the Association for Convenience & Fuel Retailing reported that total 2015 industry revenues declined 19.1%, low motor fuel prices were the sole reason total revenues were $491.0 billion, compared to 2014’s $606.8 billion.

· Motor fuel sales decreased 27.7%, from $488.6 billion to $353.3 billion; however, in-store revenues increased 5.8%, from $213.5 billion to $225.8 billion.
· Despite the 27.7% decline in fuel prices, the industry set records for pre-tax profits, at $10.6 billion, and average foodservice sales per store of $32,890, which resulted in wide smiles on the faces of most storeowners.
Top 10 In-Store Categories, by Sales Share, 2015

	Category
	Share
	Category
	Share

	Cigarettes
	30.84%
	Other tobacco products
	4.91%

	Foodservice
	15.71%
	Candy
	3.22%

	Packaged beverages
	12.69%
	General merchandise
	3.25%

	Beer/malt beverages
	9.51%
	Salty snacks
	2.73%

	Edible grocery
	5.11%
	Fluid milk products
	1.89%



Single Store Owner, June 2016 issue
Much Improved First Half of 2016

· According to Convenience Store News, total industry sales during the first half of 2016 were $272.45 billion, compared to $290.54 billion for the first half of 2015; however, the decline was a third (-6.2%) of 2015’s first-half decline of -18.7%.

· As during 2015, motor fuel sales were responsible for the total industry decline for the first half of 2016, decreasing 11.9% to $159.1 billion, but the decline was much less than the first half of 2015, which was -28.1%.
· Total in-store sales for the first half of 2016 increased +3.1%, but they didn’t increase quite as much as the first half of 2015, or +3.5%. For the first half of 2016, total merchandise sales increased 2.7%, while total foodservice sales increased 5.6%.

Top In-Store Merchandise and Foodservice Categories, by Sales, First Half 2016

	Merchandise
	Sales
	Change
	Foodservice
	Sales
	Change

	Cigarettes
	$34.69 B
	+2.4%
	Prepared food
	$12.57 B
	+7.3%

	Packaged beverages
	$14.30 B
	+3.5%
	Hot-dispensed beverages
	$3.75 B
	+2.1%

	Beer/malt beverages
	$10.72 B
	+3.1%
	Cold-dispensed beverages
	$1.31 B
	+1.8%

	Edible grocery
	$5.73 B
	+1.6%
	Frozen-dispensed beverages
	$609.0 M
	+1.5%

	Other tobacco products
	$5.74 B
	+5.1%
	
	
	

	Total all categories
	$95.11 B
	+2.7%
	Total all categories
	$18.24 B
	+5.6%


Convenience Store News, October and November 2016
The Convenience Colossus
· The US convenience store industry added 1,401 new stores during 2015, a 0.09% increase, to a total of 154,195, which is three times the number of supermarkets and supercenters in the US. Convenience stores account for 34.2% of all US retail revenue.
· During 2015, the industry spent a total of $6.2 billion to remodel approximately 12% of all stores. Seven & i Holdings Co., the parent company of 7-Eleven, is planning to increase its total North American store count from 8,900 to 10,000 by fiscal year 2019.
Top 10 Convenience Store Chains by Total Locations, 2015*

	Chain
	Total Stores 2014
	Total Stores 2015
	Change
	2014 Rank

	7-Eleven Inc.
	· 8,278
	· 8,273
	· -5
	· #1

	Couche-Tard/Circle K
	· 5,732
	· 7,276
	· +1,544
	· #2

	Speedway
	· 2,740
	· 2,770
	· +30
	· #3

	Casey’s General Stores
	· 1,835 
	· 1,896
	· +61
	· #5

	CST Brands/Corner Store
	· 1,900
	· 1,318
	· -572
	· #4

	Sunoco (Aplus, MACS/Tigermarket, Stripes, Aloha)
	· 1,515
	· 1,309
	· -206
	· #7

	Murphy USA, Murphy Express
	· 1,184
	· 1,296
	· +112
	· #8

	ampm
	· 970
	· 970
	· 0
	· #9

	Kroger Co: Turkey Hill, Kwik Shop, Quik Stop, etc.
	· 785
	· 790
	· +5
	· #10

	Suncor Energy: Petro-Canada, Neighbours, etc.
	· 752
	· 750
	· -2
	· #11


Convenience Store and Fuel News, November 2016





*As of December 1, 2015
Corralling Customers

· According to Koupon’s 2016 C-Store Industry Report, 38% of consumers (the largest group) think of convenience stores as pit stops; 22%, meals and more; 22%, breakfast; and 18%, vices (alcohol and tobacco products).
· Women and men share the same priorities when shopping at a convenience store, but more so for women than men: fresh food, 76% and 68%; healthier options, 71% and 62%; unexpired items, 62% and 50%; and uncluttered aisles, 45% and 29%.
· Millennials are more than one-third of all c-store shoppers: 66% of their visits include food or beverage purchases and 51% say a store’s location is an important factor.
C-Store Consumers’ Shopping Habits, by Income, 2015

	Annual Income 
	Visit Pattern
	More-Than-Average Purchased Items

	<$35K
	· Almost every day
	Soda, snacks, cigarettes, tobacco, groceries, produce, food and phone cards

	$35K–$75K
	· Approximately 2–3 per week
	Gas, lottery tickets, hot beverages, bottled water and alcohol

	>$75K
	· Approximately once a week
	Fountain beverages, salty snacks, hot beverages, bottled water, food services, nutrition bars, produce, phone cards and alcohol


Koupon, 2016

Pump Tech

· BP will be installing its Personality Pump, named “Miles,” in New York and Chicago. It will greet customers, who can select music on Pandora and a link to the station, and they will receive a special return offer.

· Verifone will be offering Skyhook technology to c-store owners that provides more precise attribution of customers’ response to at-the-pump advertising campaigns with the use of screens at pumps to measure foot traffic.
· Play at the Pump, which allows customers to buy lottery tickets at the pump, hasn’t proven to be popular in North Carolina. C-store owners have been slow to adopt the technology since a lottery ticket purchase is a primary driver of in-store purchases.

Retail Motor Fuel Per-Gallon Forecast for 2017

	Month
	Gas
	Diesel
	Month
	Gas
	Diesel

	January
	$2.10
	$2.59
	July
	$2.42
	$2.65

	February
	$2.11
	$2.63
	August
	$2.41
	$2.70

	March
	$2.24
	$2.69
	September
	$2.37
	$2.75

	April
	$2.33
	$2.65
	October
	$2.32
	$2.78

	May
	$2.39
	$2.64
	November
	$2.27
	$2.82

	June
	$2.42
	$2.65
	December
	$2.19
	$2.83



US. Energy Information Administration, December 6, 2016
Challenges Ahead

· According to a November 2016 report in Convenience Store News, one of the industry’s biggest challenges is the average store is only 2,963 square feet, and 67% of them are privately owned, which results in store-layout disparity and poor POP execution.
· Amazon, the major online disruptor in many industries, is planning to open its Amazon Go c-stores that would include online ordering, quick pick-up services and no checkouts. Its Just Walk Out technology would scan items in customers’ bag and bill them later.
· Wood Mackenzie research projects a loss of 300,000 barrels per day of US gasoline demand by 2035, primarily because of more electric vehicles (EV) on the roads; however, c-stores could add EV charging stations to mitigate the loss.
Additional Analysis

To maximize current and future opportunities, it’s time for convenience store owners to understand the next consumer generation, Generation Z, which includes tweens, teens and young adults to approximately 22 years of age.
Since so many of them are tweens and teens, most of them currently visit a convenience store during the afternoon and after the end of the school day. 

When Generation Z Most Frequently Visit C-Stores, 2016

	Time of Day
	Percent

	Morning: 6 a.m.–noon
	· 14%

	Afternoon: noon–5 p.m.
	· 52%

	Evening: 5–9 p.m.
	· 29%

	Late night: 9 p.m. or later
	· 5%



CSP, January 2016
An important characteristic of Generation Z members is that they are the most ethnically diverse of all current generations, which is a factor in the types of foodservice items c-stores offer.  
What Items Do Generation Z Purchase At Least Once a Month, 2016

	Item
	Percent

	Retail food (candy, packaged snacks, frozen food)
	· 72%

	Retail beverages (bottled or canned)
	· 66%

	Foodservice beverage items
	· 59%

	Foodservice food items
	· 50%

	Gasoline
	· 48%



CSP, January 2016
Generation Z is even more digitally and technologically focused than Millennials.
Generation Z Members’ Likelihood to Use These C-Store Amenities, 2016

	Amenity
	Percent

	Wi-Fi access
	· 65%

	Self-service checkouts
	· 59%

	Touch-screen ordering/payment systems
	· 53%

	Food order kiosks by gas pumps
	· 53%

	Loyalty rewards program that automatically track purchases
	· 51%

	Mobile ordering/payment options for foodservice
	· 40%

	Online ordering/payment options via computer for foodservice items
	· 38%

	Order-status tracking (via Website or app)
	· 37%

	Mobile-payment app
	· 32%



CSP, January 2016
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