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IS THE 
PARTY OVER? 

After four years of record profi ts, the convenience 
store industry's remarkable run may be running 
O U t Of gaS By Ange la Hanson & Don L o n g o 

THE R E M A R K A B L E F I N A N C I A L SUCCESS O F THE C O N V E N I E N C E STORE 
INDUSTRY hit a snag last year as ln -s to re sales rose on ly 2.1 
p e r c e n t a f t e r t w o years o f so l id ga ins o f c lose t o 4 p e r c e n t a n d 
e v e n 5 pe rcen t . Perhaps m o r e surpr is ing ly , t h o u g h , f o o d s e r -

/ i ce sales inc reased at a b o u t half t h e g r o w t h ra te o f t w o 
years a g o . 

To ta l c o n v e n i e n c e s to re i ndus t r y sales d i d rise 9.1 p e r c e n t 
last year t o $616.3 b i l l ion, b u t t h a t do l la r g r o w t h w a s 

ma in l y d r i v e n b y a 12 .4-percent increase in t h e ave r 
a g e p r i ce o f gas in t h e U n i t e d Sta tes, a c c o r d i n g t o 

t h e 4 3 r d annua l Convenience Store News Industry 
Report, t h e l o n g e s t - r u n n i n g , c o n t i n u o u s l y pub l i shed 
annua l r e p o r t o n t h e hea l th a n d p e r f o r m a n c e o f 
t h e c o n v e n i e n c e retai l channe l . 

Last year 's i n -s to re sales ga in pa led in c o m p a r i s o n 
t o t h e 3 .8 -pe rcen t and 4 . 9 - p e r c e n t increases 
reg i s te red in 2016 a n d 2015, respec t i ve ly . 

In t e r m s o f s to re c o u n t , t h e i ndus t r y a d d e d 4 2 3 
s to res yea r o v e r year, w h i l e t h e p r o p o r t i o n o f 
s ing le s to res t o cha ins r e m a i n e d at 37 p e r c e n t 
f o r cha ins a n d 63 p e r c e n t f o r s ingle s tores, 
a c c o r d i n g t o N ie l sen /TDL inx . 

M o t o r fue l v o l u m e s ta l led last yea r a t a b o u t 154 
b i l l ion ga l lons c o n s u m e d b y U.S. d r i ve rs , b u t 
do l la r sales g r e w 13.6 p e r c e n t d u e t o r is ing gas 
pr ices. Gross m a r g i n cen ts per ga l l on inc reased 
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Total Convenience Store Sales (in billions) 
0 Total Motor Fuels 0ln-Store 

$616.3 9.1% 
2017 

2016 

2015 

$390 .4 13.6% 

2.1% 

$343.7 -11.3% 
3.8% 

$564.9 -6.3% 

$602 .9 
$389.9 -22.2% 

-14.4% 

a 4.9% 
Source: Convenience Store News M a r k e t Research , 2018 

Store Growth Analysis 
£ Total Store Count Chains ^ S i n g l e Stores 

2017 154,958 

37.0% 63 .0% 

2016 154,535 

36.9% 63.1% 

2015 154,195 I 
36.9% I 63.1% j l 

2014 152,794 1 

37.0% 1 63 .0% 1 
Source: Nie lsen TDL inx : Convenience Store News M a r k e t Research . 2018 

Motor Fuel Volume 

2017 -- • 2016 

154.3 I 154J7 
G A L L O N S (bj l f ions) G A L L O N S d i l l i .. : 

3 
Source: Convenience Store News M a r k e t Research , 2018 

3.5 p e r c e n t t o 23.7 cen ts per ga l l on . 

T h e Increase In t he retai l p r i ce o f gaso l ine 
f r o m $2.25 per ga l l on in 2016 t o an a v e r a g e 
o f $2.53 pe r ga l l on in 2017 had a n u m b e r 
o f i m p a c t s . The h igher gas pr ices p r o b a b l y 
s u p p r e s s e d d r i v i ng m i l eage s o m e w h a t a n d 
r e d u c e d t r ips t o t h e s to re . O n c e in t h e s tore , 
c o n s u m e r s a lso had less d i s p o s a b l e do l la rs 
t o s p e n d o n m e r c h a n d i s e , f o o d a n d dr ink . 

I ndus t r y g ross p ro f i t s w e r e up 5.8 p e r c e n t 
last year t o $101.73 b i l l ion, wh i l e p r e t a x p ro f 
its w e r e up 1.8 p e r c e n t t o $9 .26 b i l l ion. 

In -s to re sales per un i t w e r e a r e c o r d h igh 
o f $1,473,386 per s to re , b u t t h e 1.5-percent 
increase w a s 
less t h a n 
half o f t h a t 
ach ieved in 
each o f t h e 
p rev ious 
t w o years . 

Fuel volume 
was flat last year 
as prices rose 
and consumers 
drove less. F o o d s e r v i c e 

sales ( i n c l u d 
ing p r e p a r e d 
f o o d a n d hot , c o l d a n d f r o z e n d i spensed 
b e v e r a g e s ) inc reased on ly 3.6 p e r c e n t — 
t h e l o w e s t increase in m a n y years . F o o d s e r 
v i ce sales had g r o w n by 6.6 p e r c e n t in 2016 
a n d 7.1 p e r c e n t in 2015. Pr ior t o t ha t , t h e r e 
w e r e severa l years o f d o u b l e - d i g i t pe r 
c e n t a g e sales g r o w t h fo r t h e f o o d s e r v i c e 
c a t e g o r y at c o n v e n i e n c e s to res . 

Desp i t e t h e s l o w d o w n in g r o w t h , f o o d s e r 
v i ce stil l g a i n e d as a p e r c e n t a g e o f t o ta l 
i n -s to re sales. F o o d s e r v i c e c o m p r i s e d 16.38 
p e r c e n t o f i n -s to re sales last year , up f r o m 
16.14 p e r c e n t in 2016. 

T h e h i ghes t p e r c e n t a g e o f i n - s to re sales 
stil l c o m e s f r o m t h e c i g a r e t t e s c a t e g o r y . 
C iga re t t es r e p r e s e n t e d 29 .82 p e r c e n t o f 
U.S. c - s t o re sales last year , d o w n s l igh t l y 
f r o m 30.11 p e r c e n t . H o w e v e r , r is ing t axes 
a n d m a n u f a c t u r e r p r i ce increases c o m 
b i n e d t o h ide t h e annua l 2 -3 p e r c e n t d r o p 
in v o l u m e t h e c a t e g o r y has e x p e r i e n c e d fo r 
t h e pas t d e c a d e . 

P a c k a g e d b e v e r a g e s , t h e t h i r d - h i g h e s t 
g r o s s i n g i n - s t o r e c a t e g o r y ( a f t e r c i g a 
re t t es a n d f o o d s e r v i c e ) , a lso h a d a re la 
t i v e l y d i f f i cu l t yea r in 2017. Th is c a t e g o r y — 
d o m i n a t e d f o r y e a r s in size b y c a r b o n a t e d 
s o f t d r i n k s a n d d r i v e n b y g r o w t h in t h e 
e n e r g y d r i n k s s e g m e n t — s a w its share 
o f i n - s t o r e sales d i p f r o m 12.74 p e r c e n t in 
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IN-STORE 

35.3% 
MOTOR FUELS 

64.7% 

Industry Sales Mix 
2017 2016 

Source: Convenience Store News M a r k e t Research , 2018 

Industry Gross Profit 
2017 

$ B I L L I O N S 
2 0 1 6 

$ B I L L I O N S % C H A N G E 1 

In-Store $61.85 $60.18 2.8% 
Motor Fuels $39.88 $35.93 11.0% 
TOTAL $101.73 $96.11 5.8% 
Source: Convenience Store News M a r k e t Research . 2018 

Pretax Profits 
T O T A L I N D U S T R Y 

P R E T A X P R O F I T ( i n b i l l i o n s ) % C H A N G E 
P R E T A X P R O F I T 

PER S T O R E 
% C H A N G E l| 

2017 $9.26 1.8% $60,410 2.6% 
2016 $9.10 -1.9% $58,886 -3.9% 
2015 $9.28 3.5% $61,277 2.3% 
Source: Convenience Store News M a r k e t Research , 2018 

In-Store Sales per Store 

2017 

2016 

2015 

2014 

$1,473,386 
% C H A N G E 

1.5% 

$1,406,866 

$1,356,301 
Source: Convenience Store News Marke t Research , 2018 

2016 t o 12.5 p e r c e n t last year . 

In t e r m s o f p e r c e n t a g e sales ga ins , t h e 
f a s t e s t - g r o w i n g c a t e g o r i e s last yea r w e r e 
o t h e r t o b a c c o p r o d u c t s ( u p 10.8 p e r c e n t 
pe r s t o r e ) , w i n e a n d l i quo r ( u p 5.4 p e r 
c e n t pe r s t o r e ) , a n d p r e p a r e d f o o d ( u p 4 
p e r c e n t pe r s t o r e ) . C a t e g o r i e s t h a t h a d 
t h e b i g g e s t p e r c e n t a g e dec l i nes w e r e ice 
c r e a m ( d o w n 3.1 p e r c e n t ) , p u b l i c a t i o n s 
( d o w n 2.8 p e r c e n t ) , a n d n o n - e d i b l e g r o 
c e r y ( d o w n 1.4 p e r c e n t ) . 

W H A T HAPPENED? 
"Yes, c o n v e n i e n c e d i d n o t g r o w as fas t as 
t h e p r io r year," sa id Carl E l l io t t III, d i r ec 
t o r o f t h e Nie lsen C o n v e n i e n c e Channe l . 
" C o n s i d e r i n g f o o d d e f l a t i o n , less ga l lons 
c o n s u m e d , a n d t h a t e c o m m e r c e is t a k i n g 
a u t o m o b i l e s o f f t h e r o a d , t h u s r e d u c i n g 
t r ips , t h e y e a r w a s stil l g o o d f o r c o n v e 
n ience , c o m p a r e d w i t h o t h e r [ b r i c k - a n d -
m o r t a r ] retai l channe ls . " 

Wel ls F a r g o Secur i t ies c o n v e n i e n c e channe l 
ana lys t Bonn ie H e r z o g n o w v i e w s the 
c - s to re indus t ry ' s o u t l o o k m o r e cau t i ous l y 
d u e t o dec l i n i ng c - s to re t r i p s / t r a f f i c , l abo r 
s h o r t a g e s / s t a f f i n g needs a n d r is ing w a g e s , 
a s t r u g g l i n g l o w - i n c o m e c o n s u m e r , a g g r e s 
s ive t ac t i cs f r o m qu i ck - se rv i ce res tauran ts 
(QSRs) , t h e e m e r g e n c e o f d e l i v e r y / e a t - i n 
a l te rna t i ves , a n d e c o m m e r c e . 

" O v e r a l l , w h i l e w e c o n t i n u e t o v i e w 
c - s t o r e s ' p a r t i c i p a t i o n in t h e b r o a d e r 
f u e l - s u p p l y cha in as an a d v a n t a g e , w e 
c a m e a w a y f r o m t h e [ N A C S S ta te o f t h e 
I n d u s t r y S u m m i t ] e v e n t i n c r e m e n t a l l y 
m o r e c o n c e r n e d a b o u t t h e g r o w i n g 
t h r e a t s f a c i n g t h e i n d u s t r y a n d its ab i l i t y t o 
n a v i g a t e a r a p i d l y e v o l v i n g c o n s u m e r l a n d 
scape , " H e r z o g w r o t e in a r e c e n t r e p o r t . 

C o n v e n i e n c e c h a n n e l g r o w t h in 2018 is 
st i l l e x p e c t e d t o e x c e e d all o t h e r c h a n 
nels N ie lsen t r a c k s , e x c e p t f o r t h e v a l u e 
c h a n n e l ( d o l l a r s t o r e s ) a n d o n l y b y s l igh t l y , 
n o t e d E l l io t t . 

"The f u t u r e f o r c o n v e n i e n c e is ve r y b r i g h t 
f o r t h o s e w h o d i f f e ren t i a te t h e m s e l v e s f r o m 
t h e o l d m o d e l o f gas - sodas -smokes , " said 
t h e Nie lsen analys t . 

C o n v e n i e n c e wi l l be i m p a c t e d b y mi l lennia l 
a n d Gene ra t i on Z c o h o r t s w h o are d ig i ta l 
nat ives. E l l io t t be l ieves c o n v e n i e n c e 
retai lers wi l l need t o invest in t e c h n o l o g y — 
loya l ty , apps , m o b i l e o r d e r a n d pay, 
t e c h - e n a b l e d de l i ve ry , e tc . — t o a t t r a c t 
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Total Merchandise & Foodservice Sales (in bill ions) 
£ Total Merchandise 0 Foodservice 

^ 2 . 1 % 

$188.9 1.8% 2017 

2016 

2015 

3.6% 

$221.2 
$185.5 3.3% 

3.8% 

. BISSISI 7.1% 

$213.0 
$179.5 4.5% 

4.9% 

In-store sales rose only 2.1% 
after two years of solid gains, 
but perhaps more surprising 
foodservice sales increased 
at about half the growth rate 
of two years ago. 

Source: Convenience Store News M a r k e t Research . 2018 

In-Store Sales by Category 
PERCENT O F IN-STORE SALES 

2017 2 0 1 6 
S A L E S PER STORE 

2 0 1 7 % C H A N G E 

T O T A L INDUSTRY 
SALES ( in m i l l i ons ) 

2017 % C H A N G E 

I MERCHANDISE | 
Cigarettes 29.82% 30.11% $439,340 0.5% $67,345 1.1% 
Packaged beverages 12.50 12.74 184,212 -0.4 28,237 fej 
Beer/malt beverages 9.41 9.56 138,615 -0.1 21,248 0.5 
Other tobacco products 5.62 5.16 82,866 10.8 12,702 11.4 
Edible grocery 4.85 4.98 71,482 -1.2 10,957 -0.6 
General merchandise 3.62 3.53 53,279 4.0 8,167 4.6 
Candy 3.17 3.19 46,756 1.0 7,167 1.6 
Salty snacks 2.81 2.74 41,361 3.8 6,341 4.5 
Non-edible grocery 1.66 1.71 24,461 -1.4 3,750 -0.8 
Fluid milk products 1.58 1.58 23,277 1.5 3,568 2.1 
Wine & liquor 1.40 1.35 20,683 5.4 3,170 6.1 
Alternative snacks 1.10 1.11 16,218 0.8 2,486 1.4 
Ice cream & frozen novelties 0.91 0.95 13,339 -3.1 2,045 -2.5 
Health & beauty care 0.70 0.71 10,386 1.0 1,592 1.6 
Ice 0.49 0.50 7,176 -0.8 1,100 -0.2 
Publications 0.46 0.48 6,781 -2.8 1,039 -2.2 
Packaged sweet snacks 0.30 0.30 4,449 2.7 682 3.3 
All other merchandise 3.22 3.17 47,470 3.2 7,276 3.8 
Merchandise subtotal 83.62% 83.86% $1,232,151 1.2% $188,872 1.8% 

FOODSERVICE 
Prepared food 
( p repa red o n - o r o f f -s i te) 11.15% 10.87% 
Hot dispensed beverages 3.37 3.38 
Cold dispensed beverages 1.33 1.35 
Frozen dispensed beverages 0.53 0.54 
Foodservice subtotal 16.38% 16.14% 
TOTAL IN-STORE 100.00% 100.00% 
Source: Convenience Store News M a r k e t Research , 2018 

$164,131 
49,652 
19,663 
7,789 

$241,235 
$1,473,386 

4.0% 
1.1 

0.5 
-0.7 
3.0% 
1.5% 

$25,159 
7,611 

3,014 
1,194 

$36,978 
$225,850 

4.6% 
1.7 
1.1 

-0.1 
3.6% 
2.1% 
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t hese u p - a n d - c o m i n g gene ra t i ons . 

"Foodserv ice is also a d i f fe rent ia tor fo r those w h o e m b r a c e 
it. Qual i ty foodserv ice wil l d r ive loya l ty w i t h shoppers, " he said. 

OPERATIONS 
A lot o f reta i ler c o n c e r n t o d a y is c e n t e r e d o n t h e dec l ine in 
s to re t r ips . This is a p h e n o m e n o n tha t has a f f e c t e d b r i ck -
a n d - m o r t a r retai lers in v i r tua l l y all t r a d e channe ls . A c c o r d 
ing t o Nie lsen H o m e s c a n , t r i ps per s h o p p e r dec l i ned 1 
p e r c e n t a t d r u g s t o r e s , 2.4 p e r c e n t in c o n v e n t i o n a l g r o c e r y , 

Direct-Store Operating Expenses 
D O L L A R S PER S T O R E 

1 2 0 1 7 2 0 1 6 
% C H A N G E I Wages $311,284 $285,320 9.1% 

Payroll taxes 16,664 16,163 3.1 
Workers compensation 12,653 12,320 2.7 
Health insurance 29,331 27,058 8.4 
Other benefits 5,457 5,361 1.8 
Labor subtotal $375,389 $356,222 5.4% 
Credit card fees 76,150 71,704 6.2 
All other direct-store 

operating expenses 162,285 155,000 4.7 
TOTAL $613,824 $582,926 5.3% 
Source: Convenience Store News M a r k e t Research , 2018 

Five-Year Trend: Wages (dollars per s tore) 

$311,284 • 
$285,320 , o c » $264,185 $246,394 

$229,275 

2017 2 0 1 6 2 0 1 5 2 0 1 4 2 0 1 3 

Source: Convenience Store News M a r k e t Research , 2018 

Transactions 
: 2 0 1 7 % C H A N G E I 

In-store transactions per week 3,290 -1.2% 
Motor fuel transactions per week 2,350 -0.8% 
Average in-store transaction $8.60 1.7% 
Average motor fuel transaction $26.35 10.4% 
Average gallons per transaction 8.9 -4.0% 
Source: Convenience Store News M a r k e t Research , 2018 

C-Store Square Footage 
1 2017 2 0 1 6 

% C H A N G E I 
Sales area 2,340 2,420 -3.3% 
Non-sales area 810 825 -1.8% 
Total store size 3,150 3,245 -2.9% 
Total property size 27,600 27,750 -0.5% 
Source: Convenience Store News Marke t Research , 2018 

1.6 p e r c e n t in p r e m i e r f resh g r o c e r y , a n d 1.4 
p e r c e n t a t w a r e h o u s e c lubs . Tr ips w e r e f la t 
in t h e do l la r s to re channe l . 

A c c o r d i n g t o t h e 2078 CSNews Industry 
Report, i n -s to re t r ansac t i ons per w e e k 
dec l i ned 1.2 p e r c e n t at c o n v e n i e n c e reta i lers 
last year . Meanwh i le , t h e a v e r a g e in -s to re 
t r a n s a c t i o n ( e x c l u d i n g fue l ) rose 1.7 p e r c e n t 
t o $ 8 . 6 0 . 

Most retailers attribute 
the slowdown in in-store 
sales growth to a decline 
in store traffic. 

I n d u s t r y e x p e r t s p o i n t e d t o f a c t o r s s u c h 
as h i g h e r f ue l p r i ces , g r o w t h in e c o m 
m e r c e , l o w - i n c o m e h o u s e h o l d s b e i n g le f t 
b e h i n d , t h e p o l i t i c a l c l i m a t e f o r H i s p a n i c s , 
a n d a g g r e s s i v e t a c t i c s f r o m QSRs as i n f l u 
e n c i n g t h e o v e r a l l t r i p c o u n t . G e n e r a t i o n a l 
c h a n g e w a s a lso an issue. 

A n d y Jones , p res iden t a n d CEO o f Spr in t 
F o o d Stores , r e f l ec ted o n t h e dec l ine in 
t r ips at t h e 2018 N A C S S ta te o f t h e Indus t r y 
(SOI ) S u m m i t . " W h y d i d t r ips dec l ine? T h e 
real i ty is t h e t o ta l n u m b e r o f h o u s e h o l d t r i ps 
are dec l i n i ng ; t h e y are d o w n t h r e e t r ips o n 
average , " J o n e s said. "Mi l lennials are f u n d a 
m e n t a l l y s h o p p i n g d i f fe ren t l y . " 

In 2017, mi l lennia ls m a d e f i ve f e w e r t r i ps 
t h a n t h e y d i d in 2014, a c c o r d i n g t o Jones . 

" W h i l e t ra f f i c t o t h e overa l l c o n v e n i e n c e 
a n d gas channe l m a y be dec l i n i ng , w e k n o w 
t h a n t h e retai l f o o t p r i n t f o r c o n v e n t i o n a l 
c o n v e n i e n c e s to res has g r o w n , " Nie lsen 
w r o t e in its Total Consumer Report, re leased 
in Ma rch 2018. "In a d d i t i o n t o th is , c o n s u m e r 
b e h a v i o r h igh l i gh ts areas o f o p p o r t u n i t y 
w i t h i n th is g r a b - a n d - g o channe l . S h o p p e r s 
are s p e n d i n g 2 p e r c e n t m o r e per t r i p o n 
FMCG ( f o o d , mass, c o n v e n i e n c e , g r o c e r y ) 
ca tego r i es w i t h i n t h e c o n v e n i e n c e a n d gas 
channe l t h a n t h e y w e r e a year ago . " 

A n o t h e r m a j o r area o f c o n c e r n f o r retai lers 
is h o w rising cos ts are adverse ly a f fec t i ng 
the i r b o t t o m lines. To ta l d i r e c t - s t o r e o p e r 
a t ing expenses rose 5.3 pe rcen t last year t o 
$613,824 per s to re . The b i gges t increases 
w e r e in w a g e s ( u p 9.1 p e r c e n t ) a n d hea l th 
insurance costs ( u p 8.4 p e r c e n t ) . 
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Motor Fuels Sales & Margins 

Dollar sales (in billions) $390.4 $343.7 13.6% 
Gallons sold (in billions) 154.3 154.7 -0.3% 
Gross margin cents per gallon 23.7 22.9 3.5% 
Average sales price per gallon* $2.53 $2.25 12.4% 
' W e i g h t e d ave rage , ail g r a d e s a n d d iese l 
Source : Convenience S t o r e N e w s M a r k e t Research , 2018 

Retail Gasoline Prices ( p e r g a l l o n ) 

A . 

/ \ 
$2.53 $2.25 $2.57 $3.44 $3.57 

Prices i nc l ude do l la rs pe r ga l lon f o r all g rades , all f o r m u l a t i o n s 
Source : U.S. D e p a r t m e n t o f E n e r g y / E n e r g y I n f o r m a t i o n A d m i n i s t r a t i o n 
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Salary cos ts are be ing d r i v e n u p w a r d s 
b y m y r i a d h igher m i n i m u m w a g e laws 
across s ta tes a n d mun ic ipa l i t i es a r o u n d t h e 
c o u n t r y , as wel l as t h e c u r r e n t l o w u n e m 
p l o y m e n t rate. 

C r e d i t c a r d t r a n s a c t i o n fees , a l o n g t i m e 
b u r r f o r c o n v e n i e n c e re ta i le rs , w e r e up 6.2 
p e r c e n t last y e a r — a f i g u r e c o n s i d e r e d 
u n a c c e p t a b l y h i g h b y m o s t c o m p a n i e s in 
t h e re ta i l i ng i n d u s t r y , w h o fee l f u r t h e r l e g 
is la t ive r e f o r m is n e e d e d t o c u r b t h e fees 
c h a r g e d b y b a n k s a n d c a r d c o m p a n i e s . 

Desp i te s o m e c -s to re cha ins d e b u t i n g p r o 
t o t y p e s tores w i t h la rger squa re f o o t a g e , 
t h e sales area, non-sa les area a n d t o ta l s to re 
size o f c o n v e n i e n c e s tores dec l i ned in 2017. 
T h e t o ta l a v e r a g e p r o p e r t y size also s a w a 
v e r y s l igh t d r o p o f 0.5 pe rcen t . 

MOTOR FUELS 
T h e a v e r a g e p r i c e o f a g a l l o n o f gas r o s e 
b y 2 8 c e n t s , b u t v o l u m e w a s f la t . T h e 
n e a r l y 1 4 - p e r c e n t i n c r e a s e in m o t o r f ue l 



Five-Year Trend: Motor Fuels 
Dollar sales (in bi l l ions) $390.4 343.7 389.9 501.4 509.6 
Gallons sold ( in bi l l ions) 154.3 154.7 151.3 147.0 143.3 
Source: Convenience Store News M a r k e t Research , 2018 
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r e v e n u e c a m e a f t e r d e c l i n e s o f a l m o s t 12 
p e r c e n t a n d m o r e t h a n 22 p e r c e n t t h e 
p r e v i o u s t w o y e a r s . Gross p r o f i t s f r o m 
m o t o r f ue l s rose 11 p e r c e n t . 

N u m e r o u s f a c t o r s c o n t r i b u t e d t o t h e 
dec l i ne in ga l lons c o n s u m e d last year , 
i nc lud ing t h e sp ike in gas pr ices, vehic les 
w i t h b e t t e r gas m i leage , a n d y o u n g e r c o n 
sumers , pa r t i cu la r l y in u r b a n areas, d r i v i n g 
less t h a n p rev ious gene ra t i ons . 

A l t h o u g h t h e a v e r a g e p r i ce fo r a ga l l on o f 
gas rose in 2017, fuel pr ices w e r e still far 
b e l o w t h e w a l l e t - d r a i n i n g pr ices seen in 
2014 a n d 2013. In fac t , 2017 w a s t h e t h i r d 
year in a r o w t h a t t h e a v e r a g e p r i ce per 
ga l lon fell b e l o w t h e $3 b e n c h m a r k . It a lso 
r e m a i n e d b e l o w t h e a v e r a g e o f $2.57 seen 
in 2015, t h e f i rs t yea r in t h e last f i ve t h a t t h e 
a v e r a g e was b e n e a t h t h e b e n c h m a r k . A d d i 
t iona l ly , it was m o r e t han a do l la r less t h a n 
t h e f i ve - yea r h igh o f $3.57, seen in 2013. 

T h e p e r c e n t a g e o f U.S. c o n v e n i e n c e 
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Category Analysis: Cigarettes 
A V E R A G E S A L E S PER S T O R E 

2017 % CHANGE 
I N D U S T R Y T O T A L (IN MILLIONS) 

2017 % CHANGE 

Premium $355,597 0.9% $54,509 1.5% 
Branded discount 69,029 -2.8 10,581 -2.2 
Subgeneric/private label 13,137 9 2,014 9.6 
Fourth tier 1,561 -10.9 239 •10.3 
Imports 16 20.4 2 21.0 
TOTAL $439,340 0.5% $67,345 1.1% 
Source: Convenience Store News M a r k e t Research , 2018 

Five-Year Trend: Cigarettes 
i m i ; 5niá • ' • 

Percent change in total sales 1.1% 1.4% 3.9% 0.1% -0.3% 
Margin percentage 14.82% 15.20% 13.36% 13.60% 13.80% 
Share of in-store sales 29.82% 30.11% 30.84% 31.10% 32.10% 
Source: Convenience Store News M a r k e t Research , 2018 

Category Analysis: Other Tobacco Products 
A V E R A G E S A L E S PER S T O R E 

2017 % CHANGE 
I N D U S T R Y T O T A L (IN MILLIONS) 

2017 % CHANGE 

Smokeless $47,291 4.4% $7,249 5.0% 
Cigars 23,810 13.9 3,650 14.6 
Electronic cigarettes 9,539 50.9 1,462 51.8 
Papers 1,592 -2.9 244 -2.4 
Pipe/cigarette tobacco 634 -6.4 97 -5.8 
TOTAL $82,866 10.8% $12,702 11.4% 
Source: Convenience Store News M a r k e t Research , 2018 

Five-Year Trend: Other Tobacco Products 
2 0 1 7 2 0 1 6 2 0 1 5 2 0 1 4 2 0 1 3 

Percent change in total sales 11.4% 9.0% 5.4% 4.3% 8.4% 
Margin percentage 27.65% 28.06% 24.34% 24.20% 24.71% 
Share of in-store sales 5.62% 5.16% 4.91% 4.89% 4.83% 
Source: Convenience Store News M a r k e t Research . 2018 

s t o r e s se l l i ng m o t o r f ue l s has r e m a i n e d s t e a d y , a t c l o s e 
t o 8 0 p e r c e n t , f o r t h e p a s t seve ra l y e a r s . 

TOBACCO 
C i g a r e t t e sales w e r e f l a t in 2017, p o s t i n g sales ga ins o f 0 .5 
p e r c e n t in a v e r a g e sales pe r s t o r e a n d 1.1 p e r c e n t f o r t h e 
t o t a l i n d u s t r y . 

P r e m i u m c iga re t tes , t h o u g h f la t at 0 . 9 - p e r c e n t g r o w t h in 
ave rage sales per s tore , was the h ighes t -g ross ing s e g m e n t 
b y far. No. 2, b r a n d e d d i scoun t , s a w ave rage pe r - s to re sales 
d r o p 2.8 pe rcen t . S u b g e n e r i c / p r i v a t e label had a m o r e 
impress ive 9 - p e r c e n t increase in sales per s tore , m a k i n g it 
t h e t h i r d - l a rges t class o f c igare t tes . F o u r t h t ier, c o i n c i d e n -
ta l ly in t h e No. 4 spo t , fel l 10.9 pe rcen t in sales per s to re — 
t h e la rgest p e r c e n t a g e dec l ine in t h e c a t e g o r y . Dol lar sales 
fo r i m p o r t s w e r e t he l o w e s t w i t h i n c iga re t tes , b u t i m p o r t s 
also saw t h e g rea tes t p e r c e n t a g e increase a t 2 0 . 4 p e r c e n t in 
ave rage sales per s to re d u e t o t h e smal l size o f t h e s e g m e n t . 

O v e r t h e last f i ve years , t o ta l c i g a r e t t e sales 
have t r e n d e d f la t a n d t h e c a t e g o r y as a per 
c e n t a g e o f i n -s to re sales has fa l len f r o m 32.1 
p e r c e n t in 2013 t o 29 .82 p e r c e n t in 2017. 
Sti l l , c i ga re t t es are t h e s ing le h i g h e s t - g r o s s 
ing c a t e g o r y f o r c o n v e n i e n c e s tores . 

W h a t is h a v i n g t h e b i g g e s t i m p a c t o n c i g 
a r e t t e sales? S t a t e t a x c h a n g e s , a c c o r d i n g 
t o A l a n B e a c h , f o r m e r sen io r v i c e p r e s 
i d e n t o f m e r c h a n d i s i n g a t 7 -E leven Inc., 
w h o s p o k e a t t h e N A C S SOI S u m m i t . He 
p r e d i c t e d re ta i le rs t h a t h a v e n ' t e x p e r i 
e n c e d a t a x c h a n g e in t h e last 10 yea rs a re 
l ike ly t o see o n e s o o n . A d d i t i o n a l f a c t o r s 
i m p a c t i n g c i g a r e t t e s a re h e a t - n o t - b u r n 
t o b a c c o p r o d u c t s , t h e F o o d a n d D r u g 
A d m i n i s t r a t i o n ' s sh i f t in f a v o r o f less 
h a r m f u l t o b a c c o p r o d u c t s , a n d c o n s u m e r s 
s w i t c h i n g t o t h e o t h e r t o b a c c o p r o d u c t s 
( O T P ) c a t e g o r y . 

Beach c a u t i o n e d reta i lers no t t o t u r n the i r 
a t t e n t i o n a w a y f r o m t h e c i g a r e t t e c a t e g o r y . 
" Y o u can ' t i gno re th is . W e need t o p r o t e c t 
th is; it is w h a t g o t us here," he said. 

C o n s u m e r s c h o o s i n g O T P o v e r c i ga re t tes 
c o n t r i b u t e d t o a 10 .8 -pe rcen t increase 
in a v e r a g e O T P sales per s to re in 2017, 
E lec t ron ic c i ga re t t es led t h e w a y in g r o w t h , 
inc reas ing 5 0 . 9 p e r c e n t in sales per s to re . 
C igar sales also rose, inc reas ing 13.9 p e r c e n t 
in sales per s to re . Smoke less inc reased 4 .4 
p e r c e n t pe r s to re , b u t gene ra tes t h e m o s t 
r evenue in OTP. 

V a p o r is t h e m a i n d r i ve r o f t h e " o f f - t h e -
c h a r t s " g r o w t h o f e - c i ga re t t es , a c c o r d i n g 
t o Beach . 

O v e r a f i ve -yea r p e r i o d , OTP's share o f 
i n -s to re sales has inc reased b y near ly 1 
p e r c e n t a g e po in t , wh i l e sales g r o w t h 
has cons i s ten t l y r isen s ince 2014. 

FOODSERVICE 
F o o d s e r v i c e sales i n c r e a s e d 3.6 p e r c e n t 
ac ross t h e i n d u s t r y in 2017, c o n t i n u i n g 
a f i v e - y e a r t r e n d o f g r o w t h . W h i l e t h a t 
r a te o f g r o w t h w a s a s l o w d o w n f r o m t h e 
6 . 6 - p e r c e n t g r o w t h seen in 2016, f o o d -
se rv i ce as a p e r c e n t a g e o f i n - s t o r e sales 
c o n t i n u e s t o r ise s tead i l y , r e a c h i n g 16.38 
p e r c e n t last year . 

T h e c a t e g o r y is b e n e f i t t i n g f r o m a nar
r o w i n g g a p b e t w e e n t h o s e w h o ea t o u t 
a n d t h o s e w h o s tay a t h o m e , as we l l as 
c o n s u m e r s ' i nc reased e m b r a c e o f v a l u e - f o 
c u s e d q u i c k - s e r v i c e res tau ran ts , w h i c h 
m a n y c -s to res a l ready c o m p e t e w i t h . 
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Category Analysis: Foodservice 
A V E R A G E S A L E S PER S T O R E I N D U S T R Y T O T A L (IN MILLIONS) 

2017 % CHANGE 2017 % CHANGE 

Prepared food 
(p repa red o n - or o f f -s i te) $164,131 4.0% $25,159 4.6% 
Hot dispensed beverages 49,652 1.1 7,611 1.7 
Cold dispensed beverages 19,663 0.5 3,014 1.1 
Frozen dispensed beverages 7,789 -0.7 1,194 -0.1 
TOTAL $241,235 3.0% $36,978 3.6% 
Source: Convenience Store News M a r k e t Research , 2018 

Five-Year Trend: Foodservice 
2 0 1 7 2 0 1 6 2 0 1 5 2 0 1 4 2 0 1 3 

Percent change in total sales 3.6% 6.6% 7.1% 6.3% 6.5% 
Margin percentage 43.85% • 43.70% 43.72% 44.13% 44.64% 
Share of in-store sales 16.38% 16.14% 15.71% 15.38% 14.93% 
Source: Convenience Store News M a r k e t Research , 2018 

Category Analysis: Packaged Beverages 
A V E R A G E S A L E S PER S T O R E I N D U S T R Y T O T A L (IN MILLIONS) 

2017 % CHANGE 2017 % CHANGE 

Carbonated soft drinks $54,381 -4.0% $8,336 -3.4% 
Energy/alternative drinks 49,548 3.6 7,595 4.2 
Bottled water 21,224 2.3 3,253 2.9 
Sports drinks 17,838 -4.4 2,734 -3.8 
Juice/juice drinks 14,338 -4.7 2,198 -4.1 
Iced tea (ready-to-drink) 10,840 5.4 1,662 
Enhanced water 4,704 4.5 721 5.1 
All other packaged beverages 11,339 2.9 1,738 3.5 
TOTAL $184,212 -0.4% $28,237 0.2% 
Source: Convenience Store News M a r k e t Research , 2018 

Five-Year Trend: Packaged Beverages 
2 0 1 7 2 0 1 6 2 0 1 5 2 0 1 4 2 0 1 3 

Percent change in total sales 0.2% 4.2% 7.3% 5.1% 4.0% 
Margin percentage 41.45% 41.40% 32.80% 32.67% 32.91% 
Share of in-store sales 12.50% 12.74% 12.69% 12.41% 12.18% 
Source: Convenience Store News M a r k e t Research , 2018 

t i on . W e can a d d th is on , " Beach said. 

T h e b e v e r a g e s ide o f f o o d s e r v i c e , h o w 
ever , s t r u g g l e d in 2017. O n l y h o t d i s p e n s e d 
b e v e r a g e s g r e w sales b y m o r e t h a n 1 
p e r c e n t f o r b o t h t h e i n d u s t r y t o t a l a n d 
t h e p e r - s t o r e a v e r a g e : t h e i n d u s t r y t o t a 
i n c r e a s e d 1.7 p e r c e n t , w h i l e sales pe r s t o r e 
i n c r e a s e d 1.1 p e r c e n t . 

D e s p i t e b e i n g an o b v i o u s p a i r e d i t e m f o r 
p r e p a r e d f o o d , c o l d d i s p e n s e d b e v e r a g e s 
o n l y rose 0.5 p e r c e n t in a v e r a g e sales 
p e r s t o r e . F r o z e n d i s p e n s e d b e v e r a g e s 
d i p p e d s l i g h t l y , d e c l i n i n g b y 0.7 p e r c e n t 
p e r s t o r e — s o m e t h i n g B e a c h n o t e d 
" s h o u l d n o t h a v e h a p p e n e d . " 

A s a c a t e g o r y , f o o d s e r v i c e c o n t i n u e s t o d o 
we l l , b u t t h a t is no t e n o u g h t o a l l ow reta i lers 
t o rest assured o f its success, ra ther t han 
ac t i ve l y seek o u t success. 

" W e need t o be m o r e re levan t a n d fas te r 
t o i m p l e m e n t c h a n g e in o f fer , f l avors a n d 
p a c k a g i n g , " Beach said. " W e d o n ' t need 
t o be f i rst . W e d o n ' t need t o set t h e t r e n d . 
H o w e v e r , w e b e t t e r be a fas t second . " 

COLD VAULT 
P a c k a g e d beve rages held s t e a d y a t 12.5 
p e r c e n t o f i n -s to re sales in 2017, t h e 
t h i r d - h i g h e s t g ross ing c a t e g o r y . H o w e v e r , 
s ign i f i can t sales dec l ines in mu l t i p l e s e g 
m e n t s resu l ted in f la t g r o w t h o f j us t 0.2 
p e r c e n t f o r t h e t o ta l i n d u s t r y a n d a dec l i ne 
o f 0 .4 p e r c e n t in sales per s to re . 

C a r b o n a t e d so f t d r inks , w h i c h m a k e up t h e 
la rges t p e r c e n t a g e o f p a c k a g e d b e v e r a g e 
sales, had a n o t h e r cha l l eng ing year , fa l l ing 4 
p e r c e n t in sales per s to re . O t h e r s e g m e n t s 
t h a t s a w p e r - s t o r e n e g a t i v e g r o w t h w e r e 
spo r t s dr inks, d o w n 4 .4 pe rcen t , and j u i c e / 
ju i ce dr inks , d o w n 4.7 pe rcen t . 

" F o o d s e r v i c e is o u r b i g g e s t o p p o r t u n i t y t o d r i ve t h e 
bus iness a n d d i f fe ren t ia te , " said Beach . " W e can o w n 
f o o d and i m m e d i a t e b e v e r a g e c o n s u m p t i o n . " 

P repa red f o o d rema ins t h e p r i m a r y d r i ve r 
o f t h e c o n v e n i e n c e f o o d s e r v i c e c a t e g o r y . 
T h e s e g m e n t ' s a v e r a g e sales per s to re 
inc reased 4 p e r c e n t last yea r t o $164,131. 

As regu lar snack ing ove r takes regu lar 
meals , a n d f o o d o n t h e g o b e c o m e s 
increas ing ly popu la r , c -s to res are in a 
g o o d pos i t i on t o leverage the i r p r e p a r e d 
f o o d o f fe r ings . 

" W e are a l ready g o o d at i m m e d i a t e b e v e r a g e c o n s u m p -

Total convenience store 
industry sales rose 9.1% 
last year to $616.3 billion. 
However, the dollar growth 
was driven by higher fuel 
prices, not in-store sales. 
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