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Many retailers have been reporting sales gains in recent quarters, though
most sales are derived through cross-channel shopping.
The tariffs on Chinese-imports impact numerous consumer goods, and how
price increases impact sales remains to be seen.
Certain sectors, such as dollar stores and off-price retailers, continue to grow
store bases, and Amazon considers taking on convenience stores.
E-commerce sales continue to grow, as Amazon continues to be a dominant
force in the sector.

Monitor Information
GA’s Retail Monitor highlights key industry drivers within the

Should you need any further information or wish to discuss

retail sector and how they relate to GA’s valuation process

recovery ranges for a particular segment, please feel free

and current trends in recovery values. As the retail industry is

to contact your GA Business Development Officer using the

impacted by consumer spending patterns and various macro

contact information shown in all Retail Monitor issues.

and microeconomic factors, timely and accurate information
is essential. GA strives to contextualize important indicators to

GA’s Retail Monitor provides an overview highlighting specific

provide an informed perspective of the market for our clients’

sectors of the retail industry. The information contained

needs. Such indicators include general industry trends,

herein is based on a composite of GA’s industry expertise,

comparable store sales trends, gross margin changes, and

contact with industry personnel, liquidation and appraisal

discounting activity. Any comparable store sales illustrated

experience, and data compiled from a variety of well-

in this monitor reflect figures as they have been reported by

respected sources believed to be reliable. GA does not make

public retailers. The methodology for calculating comparable

any representation or warranty, expressed or implied, as to

store sales may vary by company.

the accuracy or completeness of the information contained
in this issue. Neither GA nor any of its representatives shall

GA welcomes the opportunity to make our expertise

be liable for use of any of the information in this issue or any

available to you.

errors therein or omissions therefrom.
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Overview
What started as a buzzword several years ago used by many to describe
the future of retail, omni-channel has now become the new reality, as the
American shopper has numerous mediums through which to shop.
Gone are the days in which a shopper decided on a Tuesday

several notable bankruptcy filings and liquidations this year,

that a trip to the local department store would need to be

including Bon-Ton and Toys "R" Us; most recently mall-

penciled into the schedule for the following weekend. Now,

mainstay Sears filed for bankruptcy and announced plans

customers can shop anywhere, anytime. Retailers have been

to close 79 Sears locations and 63 Kmart stores, on top of

working to capitalize on this by touching base with customers

stores it had already shed in prior years. Sears' future remains

regularly, through social media, email, targeted marketing,

uncertain.

and many other tactics, with the goal of capturing the sale the
second the customer realizes they need to buy something,

While store closures undoubtedly remain rampant, some

or in some cases, even before they realize they may need

sectors continue to grow their store bases, proving that brick-

something.

and-mortar is not yet obsolete. Dollar stores such as Dollar
General and off-price retailers such as TJX are just some of

According to data from the U.S. Census Bureau, year-to-date

the names within these sectors that opened stores throughout

retail sales through September 2018, excluding gas and auto

2018. Similarly, department stores have been closing stores,

sales, were up 4.1%. Sales have been bolstered by continued

but expanding off-price and outlet concepts like Nordstrom

increases in e-commerce sales, which totaled $127.3 billion in

Rack and Macy's Backstage. Online-giant Amazon has also

the second quarter of 2018, up 15.2% over the prior year, per

been delving into the brick-and-mortar space. Following

the U.S. Census. As consumer spending has been increasing,

its acquisition of grocery retailer Whole Foods, it recently

many major retailers have been reporting sales gains in recent

opened a store in New York City that features some of the

quarters; however, there has been a blurring of the lines in

most popular items purchased on its website. It has also

how sales are derived. Many retailers include e-commerce

been rumored to consider taking on the convenience store

sales in their calculation of comparable store sales, which has

sector, with reports that it could eventually open thousands of

been driving the growth in the retail sector. Sales can now

cashier-less Amazon Go stores offering prepared meals and

include not only standard online or in-store purchases, but

other quick food offerings.

also purchases customers made online, but picked up in a
store; instances in which a customer could not find the size

Going forward, the retail sector is gearing up for a strong

or style they wanted in a store, so it was ordered by a sales

holiday season. According to Deloitte's annual retail holiday

associate and shipped to their house; as well as other cross-

sales forecast, 2018 holiday sales are expected to increase

channel shopping methods.

between 5.0% and 5.6% over 2017. Overall, the National
Retail Federation expects 2018 retail sales to continue to

As a result of the changes in shopping habits, retailers have

increase at a minimum of 4.5% over 2017. This is an update

continued to right-size their store counts by closing under-

from the 3.8% to 4.4% range forecast earlier this year. Per

performing store locations as leases expire. While 2017 saw

industry experts, retail sales will continue to benefit from tax

several high profile bankruptcy filings and liquidations, 2018

reform and other positive economic factors.

has thus far not proven immune to the trend. There were
4 | MONITOR RETAIL NOVEMBER 2018

Overview
While in general news has been relatively positive in the retail

•

Certain types of furniture and mattresses;

sector, a dark cloud is looming on the horizon creating

•

Precious metals and stones such as diamonds, silver,
gold, and platinum;

uncertainty in the form of tariffs. Thus far in 2018, President
Trump has been imposing tariffs on Chinese imports, with the

•

Transportation items, such as trailers, farm wagons, parts

amount of goods impacted currently totaling over $200 billion.

and accessories for bicycles, sailboats, motorboats, and

Some of the tariffs are already at 25%, but the majority of

canoes;

these tariffs started at 10% and will increase to 25% in 2019.

•

The list of consumer products that are impacted by these

A number of metals, such as iron, steel, copper,
aluminum, nickel, and others;

tariffs is extensive. Based on the complete list released by the

•

Minerals and certain salts;

Office of the United States Trade Representative, consumer

•

Photography products such as films;

products on the list include the following:

•

Inorganic and organic chemicals;

•

Fertilizer;

Fabrics, including cotton, wool, cashmere, silk, rayon,

•

Certain plastics;

polyester, nylon, lace, and corduroy;

•

Dyes, pigments, and solvents;

Electronics such as air conditioners, refrigerators,

•

Paints, varnishes, and printing ink;

television components, vacuum cleaners, air humidifiers

•

Different types of wood and wood pulp products; and

or dehumidifiers, parts of shavers and hair clippers, and

•

Many other items and components not listed here.

•
•

parts of microwaves;
Sporting goods such as baseball gloves, golf bags, batting

For the short-term future, consumers are unlikely to notice

gloves, ice hockey gloves, and sports bags;

too much of a change at checkout, as many retailers already

•

Handbags, luggage, trunks, and suitcases;

had purchased inventory for the holiday season when the

•

Hats and headgear made of various materials;

tariffs started to take hold. Some companies also ramped up

•

Numerous food items, such as different meat, seafood

purchasing in anticipation of price increases.

•

(live and frozen), eggs and dairy items, fruit, vegetables,
nuts, cereals, sugar, grains, flours, bread, beverages, and

As we get into 2019 and beyond, the real impact remains

many other items;

to be seen. Some companies intend to pass along price

•

Toilet and facial tissue;

increases to consumers, which may not be well-received.

•

Cleaning products;

Others have looked into alternate countries from which

•

Shampoo, soap, and some shaving and hygiene products;

to source product in an effort to reduce costs. The fact

•

Perfumes and make-up products;

remains that most consumers shop with a frugality that took

•

Adhesives and glues;

hold during the Recession and has yet to be fully shaken.

•

Leather and raw hides;

Moreover, interest rates have been rising, making borrowing

•

Certain tobacco products;

more expensive than previously. As such, significant increases

•

Fuels such as kerosene, natural gas, petroleum gas,

in prices for consumer goods as a result of these tariffs could

butanes, and propane;

adversely impact sales at retailers, particularly those that sell

•

Various types of paper;

non-essential items. Retailers will likely work to keep inventory

•

Home improvement products such as vinyl flooring,

levels lean, to avoid having to discount excessively if sales

carpets, assembled wood flooring panels, and wall or

deteriorate.

ceiling coverings;
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E-commerce
KEY INDUSTRY DRIVERS
•

Trend Tracker

E-commerce sales growth: E-commerce continues to
grow as a percentage of total retail sales. Based on the
most recent data from the U.S. Census, e-commerce now
represents 14.0% of total retail sales, and is expected to

NOLVs

Mixed

Sales Trends

Increasing

Gross Margin

Mixed

Discounting

Mixed

continue to grow going forward.
•

Competition: Amazon continues to be the one to beat in
the e-commerce sector. Amazon has also been delving
into the brick-and-mortar space. Following its acquisition
of grocery retailer Whole Foods, it recently opened a store
in New York City that features some of the most popular
items purchased on its website. It has also been rumored
that Amazon is considering taking on the convenience
store sector, with reports that it could eventually open
thousands of cashier-less stores offering prepared meals

SALES TRENDS

and other quick food offerings. While several companies
have opted to sell products via Amazon's marketplace,
mass merchants have been making plays to better

First
Quarter
2018

Fourth
Quarter
2017

Third
Quarter
2017

compete with Amazon. Walmart has acquired a number of

% of Retail Sales

14.0%

13.7%

13.3%

13.0%

companies to strengthen its online presence, and Target

Change Year
Over Year

15.2%

16.3%

16.6%

15.5%

has been focused on online growth.
•

Second
Quarter
2018

Retail employment: Growth in e-commerce has led to

Source: www.census.gov/retail. Results are revised estimates, calculated using information
in the most recent press release for the second quarter of 2018, excluding sales of
automobiles and gasoline.

retailers refining their store base and closing underperforming locations. This has had a ripple effect on
retail hiring. Retail jobs are increasingly available on the
fulfillment side of the business, which has also changed
the geographic areas in which such jobs are available.
•

Shipping: Retailers continue to work to get products to
consumers as fast as possible, in an attempt to compete
with Amazon's Prime membership. Free shipping
adversely impacts profitability, and some retailers only
offer it if customers' purchases reach a certain monetary
threshold. Click and collect options offered by many
companies allow customers to avoid shipping costs and
often get the product even faster.
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•

Mobile sales and technological enhancements:
Technology has become critical for retailers to drive web
and mobile sales. According to Internet Retailer, 35%
of web sales were made on a mobile device, such as a
tablet or smartphone, in 2017. This number is expected to
continue to grow. Those retailers with strong systems and
an existing infrastructure have fared better than those with
outdated systems. Many companies have implemented
high-functioning mobile apps, more personalized, targeted
marketing, and enhanced websites.

Department Stores
KEY INDUSTRY DRIVERS
•

Enhance customer experience: Most department stores
have been reporting positive comparable store sales in

Trend Tracker

recent quarters; however, most include e-commerce sales
in their calculations, as there has been such a blurring of

NOLVs

Consistent
Increasing

Sales Trends

Mixed

Gross Margin

Consistent
Increasing

Discounting

Consistent

the lines in how sales are captured. To further drive sales
and vie for consumers' dollars, department stores have
been enhancing the customer experience both in stores
and online. This includes offering shop-in-shop formats,
enhanced features in dressing rooms, in-store events, as
well as better features online such as live chats and virtual
dressing rooms. Department stores continue to right-size
their store base, and leverage both stores and websites to
capture sales however the customer wants to shop. Many
department stores also continue to focus on off-price
counterparts and outlet formats.
•

COMPARABLE STORE SALES TRENDS
Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Neiman Marcus

2.3%

6.0%

6.7%

4.2%

Saks

6.7%

6.0%

2.1%

0.2%

(3.8%)

(0.6%)

(2.6%)

(3.7%)

Manage debt/streamline operations: Department stores
continue to look for creative ways to manage debt, such
as through leveraging real estate and other assets to
improve their position. In addition, department stores
have been working to streamline the supply chain and

•

consolidate operations, such as by closing distribution

Hudson’s Bay/
Lord & Taylor

centers, in order to remain profitable overall.

Nordstrom

4.1%

0.7%

2.4%

(1.9%)

Macy’s

0.0%

3.9%

1.3%

(4.0%)

remain fickle and cash-strapped, department stores have

Dillard’s

1.0%

2.0%

3.0%

(1.0%)

worked to keep inventory in line with sales. This reduces

JC Penney

0.3%

0.2%

2.6%

1.7%

Kohl’s

4.3%

3.6%

6.3%

0.1%

Sears

(4.0%)

(13.4%)

(18.1%)

(17.0%)

Inventory management: Recognizing that consumers

the amount of inventory left over at the end of the season,
and reduces the need for excessive discounts; lower
discounting levels positively impact gross margin.
•

Customer loyalty programs: Store credit cards have
long been used by department stores to develop a loyal
customer base. Recently, some have expanded into
offering programs that allow customers to earn points
whether or not they pay with their store card, such as
Nordstrom's Nordy Club.
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*Note(s): The most recent quarter reported for Neiman Marcus ended July 28, 2018;
all other companies ended August 4, 2018. Some retailers report results including
e-commerce sales.

Specialty Apparel Stores
KEY INDUSTRY DRIVERS
•

Trend Tracker

Marketing touch points: Following several years of
declining sales for many specialty apparel retailers,
it seems that sales have finally bottomed out; many
specialty apparel retailers have reported comparable

NOLVs

Mixed

Sales Trends

Increasing

Gross Margin

Mixed

Discounting

Increasing

store sales gains in recent quarters. In order to drive
sales, specialty apparel retailers have tailored marketing
tactics to reach the customer on an ongoing basis and
through various mediums. This includes using social
media influencers to showcase product, so that the brand
shows up on a customer's newsfeed, as well as banner
ads on other websites. Some brands have found benefits
from partnering with other companies, such as Madewell
offered at Nordstrom, and J. Crew product on Amazon.
•

Technology: Specialty apparel retailers have leveraged
technology to drive sales, such as equipping stores with
iPads to be used for faster checkout, as well as gathering

•

the specialty apparel retail sector in 2017, activity seems

as much customer data as possible to provide more

to have slowed, though many have nonetheless reduced

personalized emails with products and discounts that

their store bases, closing unprofitable stores as leases

are most likely to encourage the customer to make a

expire. Recognizing that steep competition remains from

purchase from whatever channel is easiest.
•

online players, lower-priced fast fashion retailers, and
off-price retailers, many have worked to enhance the

Categories: Many specialty retailers have been expanding

customer experience and drive sales both in stores and

categories to attract a broader demographic. Examples

online. Most at minimum allow online purchases to be

include adding plus sizes to the merchandise assortment,

returned to stores, and some specialty apparel retailers

as well as other special sizes. As athleisure apparel

have been working to offer other options to customers,

remains a strong seller, Gap announced a City Hill line for

such as fulfilling orders from store inventory, or offering to

men, which will be similar to Athleta for women. Retailers

ship product to stores to have a customer pick up.

have also tailored their product mix to tie into this trend,
such as denim retailers offering jeans that are made of
stretchier fabric.
•

Differentiation: Similar to department stores, specialty
apparel retailers have worked to differentiate themselves
anyway they can. For example, Men's Wearhouse has
focused on custom clothing offerings recently.
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Store rationalization: Following a slew of bankruptcies in

•

Pop-up shops: While many retailers within the industry
have been closing permanent stores, some companies
have found a niche in using pop-up shops to drive brickand-mortar sales and attract new customers. Mall owners,
faced with high vacancy rates, have been more amenable
to temporary pop-up shops in recent years.

Specialty Apparel Stores
COMPARABLE STORE SALES TRENDS
Most Recent Quarter

Prior Quarter

Two Quarters Ago

Three Quarters Ago

J. Crew

5.0%

1.0%

(3.0%)

(9.0%)

Banana Republic

2.0%

3.0%

1.0%

(1.0%)

(5.0%)

(4.0%)

0.0%

1.0%

Old Navy

5.0%

3.0%

9.0%

4.0%

Urban Outfitters

15.0%

8.0%

2.0%

1.0%

White House/Black Market

(3.5%)

(6.6%)

(9.3%)

(14.1%)

Chicos

(3.8%)

(5.5%)

(3.2%)

(5.8%)

0.8%

(2.6%)

5.7%

(5.0%)

Dress Barn

(5.0%)

(14.0%)

(12.0%)

(10.0%)

Lane Bryant

2.0%

(1.0%)

0.0%

(5.0%)

Ann Inc.

1.0%

(7.0%)

(8.0%)

(6.0%)

Guess

3.0%

2.0%

(4.0%)

(10.0%)

New York & Co.

0.6%

2.7%

3.0%

2.2%

Express

1.0%

1.0%

(1.0%)

(1.0%)

Anthropologie

11.0%

10.0%

5.0%

2.0%

Victoria’s Secret

3.0%

3.0%

(1.0%)

(4.0%)

(0.9%)

(5.8%)

(2.3%)

(1.7%)

Men’s Wearhouse

1.0%

3.2%

2.3%

(1.0%)

Jos A. Bank

2.0%

1.2%

5.3%

4.9%

DXL

3.3%

2.2%

4.3%

(0.1%)

Abercrombie & Fitch

3.0%

5.0%

9.0%

4.0%

American Eagle

9.0%

9.0%

9.0%

3.0%

The Buckle

1.4%

(3.1%)

(3.2%)

(5.9%)

Zumiez

6.3%

8.3%

7.5%

7.9%

The Children’s Place

13.2%

(1.8%)

8.2%

5.1%

Justice

15.0%

10.0%

7.0%

(2.0%)

Carter's/OshKosh Retail

0.9%

3.0%

(1.0%)

(3.2%)

Family Specialty Apparel

Gap

Women’s Specialty Apparel

Christopher & Banks

Soma
Men’s Specialty Apparel

Teen Specialty Apparel

Children’s Specialty Apparel

Note(s): The most recent quarter reported for Anthropologie and Urban Outfitters ended July 31, 2018: Carter's ended June 30, 2018; all other companies ended August 4, 2018. Banana
Republic, Gap, and Old Navy represent global sales.

9 | MONITOR RETAIL NOVEMBER 2018

Off-Price/Dollar Stores/Mass Merchants
KEY INDUSTRY DRIVERS
•

Pickup/delivery services: Mass merchants in particular
have been experimenting with pick up and delivery

Trend Tracker

services. For example, Walmart has been expanding its
online grocery delivery service, which will include 800

NOLVs

Increasing

Sales Trends

Increasing

Gross Margin

Increasing

Discounting

Mixed

stores by the end of 2018, and serve over 40% of U.S.
households. Orders may be placed online or via an app.
Walmart also added same-day delivery via Jet.com. Target
expanded its curbside pickup to more than 800 locations,
and also expanded the market for Shipt, Target's grocery
delivery service, nationwide.
•

Store count expansion: While other sectors have been
reducing store counts, the off-price and dollar store
sectors continue to expand. Examples include Dollar
General (900 stores planned in fiscal 2018); Dollar Tree

COMPARABLE STORE SALES TRENDS

(350 locations, and 300 new Family Dollar locations);

Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

TJX

6.0%

3.0%

4.0%

0.0%

Ross Stores

5.0%

3.0%

5.0%

4.0%

conscious. Despite the fact that unemployment rates are

Burlington Stores

2.9%

4.8%

5.9%

3.1%

low, paychecks have been increasing, and consumer

Saks Off 5th

(7.6%)

(3.5%)

(7.6%)

(7.6%)

Nordstrom Rack

4.0%

0.4%

3.7%

0.8%

results in many customers seeking out dollar stores, mass

Stein Mart

0.7%

(0.7%)

(5.4%)

(6.9%)

merchants, and off-price retailers for value. In addition,

Walmart

4.5%

2.1%

2.6%

2.7%

Target

4.9%

3.0%

3.6%

0.9%

Kmart

(3.7%)

(9.5%)

(12.2%)

(13.0%)

Costco

7.8%

7.7%

5.7%

8.7%

Dollar General

3.7%

2.1%

3.3%

4.3%

Dollar Tree

3.7%

4.0%

3.8%

5.0%

Ross Stores (30 planned for 2018); TJX (238 stores in
fiscal 2019); Burlington (43 net new stores in fiscal 2018).
•

Cost-conscious consumers: This industry has benefited
from the fact that consumers largely remain cost-

confidence has been on the rise, over 40% of U.S.
households reportedly live paycheck to paycheck. This

consumers became accustomed to discounts during the
2008 financial crisis, and many have persisted with costeffective shopping habits.

*Note(s): The most recent quarter reported for Costco ended September 2, 2018 and
excludes fuel; Walmart ended July 27, 2018; Dollar General ended August 3, 2018; all
other companies ended August 4, 2018; Walmart excludes Sam’s Club and fuel; Dollar
Tree excludes Family Dollar.
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Footwear
KEY INDUSTRY DRIVERS
•

Tariffs: The tariffs imposed by the Trump administration
include a list of many consumer goods; however, the

Trend Tracker

footwear sector in particular is expected to be impacted
especially hard as the majority of shoes sold in the

NOLVs

Mixed

Sales Trends

Mixed

Gross Margin

Increasing

Discounting

Decreasing

U.S. are made in China. In order to hedge against cost
increases, many companies have already increased
purchasing prior to the 2019 tariff increase. In addition,
some companies have been trying to shift production out
of China. Regardless, footwear prices overall are likely to
increase as a result of the tariffs. How price increases
impact sales remains to be seen.
•

Marketing: In order to negate competition and drive
consumer traffic, major footwear players have been
experimenting with marketing tactics, including digital

COMPARABLE STORE SALES TRENDS

capabilities and various store formats. For example, DSW

Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

DSW

9.7%

2.2%

1.3%

(0.4%)

Johnston & Murphy

8.0%

(0.3%)

4.0%

(1.0%)

customer personalization. Nike's recent marketing tactics

Foot Locker

0.5%

(2.8%)

(3.7%)

(3.7%)

were met with a high volume of press when it showcased

Crocs (Americas)

7.1%

10.9%

7.0%

2.8%

Famous Footwear

2.6%

(0.8%)

2.8%

0.9%

Journeys

10.0%

(5.0%)

11.0%

4.0%

Skechers

4.5%

9.5%

10.5%

3.1%

Steve Madden

1.6%

(1.2%)

(5.1%)

(3.8%)

Deckers

6.2%

7.0%

1.7%

3.7%

launched Grail in Vancouver in June 2018, which is a new
store concept that offers a high-tech feel and minimalist
design. Products include hard-to-find brands and styles.
Similarly, Adidas opened a pop-up shop in Brooklyn,
designed to replicate an automated Speedfactory lab for

a controversial ad featuring Colin Kaepernick. Dick's also
offered customization options on certain shoes, such as
Nike's Kyrie 4 Basketball sneakers. Other retailers have
used in-store technology, such as iPads, automated
checkout machines, service kiosks, and coupons via text,
to attract Millennials and Generation Z shoppers to stores.
•

Industry transactions: The footwear industry continues
to see transactions such as Nine West, which filed for
bankruptcy in April 2018, selling brands to ABG; Rockport
filed for bankruptcy in May 2018; Walking Company
emerged from bankruptcy after filing in March 2018; and
Finish Line was acquired by UK-based JD Sports.
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*Note(s): The most recent quarter for Skechers, Steve Madden, Crocs, and Deckers ended
June 30, 2018; all other companies ended August 4, 2018.

Consumer Electronics
KEY INDUSTRY DRIVERS
•

Latest technology: The newest models of cell phones
and smartwatches continue to feature steep price tags.

Trend Tracker

Apple's latest iPhones, the XR, XS, and XS Max are no
exception, with the XS Max having a starting price over

NOLVs

Consistent

Sales Trends

Increasing

Gross Margin

Consistent

Discounting

Consistent

$1,000. The phones have improved processors, cameras,
and displays; however, in general the new features are not
groundbreaking. The XR is offered at a slightly lower price
point to make it more accessible to customers. Apple also
announced a new Apple Watch series in September, which
ranges in price from $399 to $499.
•

Service providers: Top carriers continue to vie for
customers. As the cell phone industry has matured, with
consumers increasingly slower to upgrade or replace
existing phones, the marketplace for selling smartphones

COMPARABLE STORE SALES TRENDS

has become competitive. Consumers have the option to

Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Best Buy

6.0%

7.1%

9.0%

4.5%

Conn’s

0.6%

(3.0%)

(7.2%)

(6.6%)

purchase cell phones and plans at provider stores from
Verizon, AT&T, and Sprint, as well as from companies
like Apple. After being announced in April 2018, the
Sprint/T-Mobile merger is still in review by the Federal
Communications Commission.
•

Competitive landscape: Last year, hhgregg and

*Note(s): The most recent quarter for Best Buy ended August 4, 2018 and represents
domestic sales, excluding installment billing; Conn’s ended July 31, 2018 and represents
product sales only.

RadioShack filed for bankruptcy. In 2018, Brookstone,
which offers a variety of gift-and-travel oriented products,
including consumer electronics, filed for bankruptcy. It
subsequently closed a number of locations, and its assets
were purchased by BKST Brand Holdings LLC and Apex
Digital Inc., which plan to continue to operate the airport
stores, while the mall-based stores have closed. Decreased
competition within the consumer electronics industry has
led to increased growth for top industry players still in the
mix. For example, Best Buy and Conn's have recently
reported comparable store sales gains. Best Buy has
reported strong sales of its consumer electronics category
as a whole, as well as computing and mobile phones.
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Sales within the consumer electronics industry overall
continue to be driven by key categories such as
smartphones and smartwatches; televisions, such as 4K
OLED and HDR models; smart home technology, such as
Amazon and Google voice-activated assistants, Alexa and
Google Home; and wearable fitness trackers.

Office Supplies
KEY INDUSTRY DRIVERS
•

Trend Tracker

Acquisition activity: The major players, Staples and
Office Depot, continue to shift their focus toward business
customers over retail consumers. To this end, they have

Retail

Contract

NOLVs

Decreasing

Mixed

Sales Trends

Decreasing

Increasing

Gross Margin

Consistent

Consistent

Discounting

Increasing

Consistent

been making strategic acquisitions to bolster their B2B
businesses. In 2017, Office Depot acquired CompuCom,
a provider of IT services. This will enable Office Depot to
provide tech services, similar to Best Buy’s Geek Squad,
but geared toward businesses rather than individuals. In
2018 Staples announced plans to acquire Essendant,
a distributor of office supplies with annual sales of
approximately $5 billion. This will allow Staples to expand
its contract business. Earlier in 2018, Staples purchased
HiTouch Business Services, an office products dealer.
•

Store maximization: Both Staples and Office Depot

COMPARABLE STORE SALES TRENDS

continue to close stores and downsize their store footprints.
However, the pace of this has slowed. Office Depot is
experimenting with shared workspace programs, as well

N.A. Retail

Office Depot

as using excess space as mini distribution centers. As
store format called BizBox, which is more service-oriented.
BizBox is a suite of digital services including website

N.A. Business
Solutions

part of this initiative, Office Depot recently opened a new

Two

Three

Quarters

Quarters

Ago

Ago

(4.0%)

(4.0%)

(5.0%)

1.0%

(3.0%)

(4.0%)

Most Recent

Prior

Quarter

Quarter

(2.0%)
4.0%

Note(s): The most recent quarter for Office Depot ended June 30, 2018. N.A. BSD is the
company’s North American Business Solutions Division.

design and hosting, marketing and advertising planning,
payroll and HR, email marketing, and logo design. Office
Depot has also remodeled a handful of stores into BizBox

•

Competition from Amazon: Traditional office supply retailers

stores that feature both BizBox and CompuCom services

have been facing mounting competition from Amazon.

and are staffed with tech personnel. Office Depot is also

Amazon launched Amazon Business in 2015 and reports

implementing what it calls Workonomy co-working space in

indicate that this segment could reach $10 billion in sales

its stores, similar to Staples' Workbar space.

by the end of 2018. According to Amazon, it services
millions of businesses, including 55 of the Fortune 100

•

Shifting focus: Companies continue to shift away from

companies. The online giant also noted that half of the $10

traditional paper-related goods like ink and toner, while

billion in sales were related to third-party sellers.

expanding categories like break room and janitorial
supplies. Some are even adding higher-margin specialty
products targeting healthcare companies and schools.
In the case of Office Depot in particular, the company is
also attempting to transform itself into a service provider
to forge stronger relationships with its customers.
13 | MONITOR RETAIL NOVEMBER 2018

Pharmacy and Drug Stores
KEY INDUSTRY DRIVERS
•

Consolidation: In 2018, Walgreens purchased 1,932
Rite Aid stores. Shortly thereafter, Walgreens announced

Trend Tracker

it would be closing 600 stores, consisting mostly of
overlapping stores. The closings began in April 2018 and

Pharmacy

Front-End

NOLVs

Consistent

Consistent

Sales Trends

Increasing

Mixed

Gross Margin

Mixed

Mixed

will continue over an 18-month period. Walgreens later
announced plans to purchase script files from 185 Fred’s
stores across 10 Southeastern states. These changes could
impact the competitive landscape in certain markets and
potentially affect script recovery values.
Drug stores are also partnering with insurance companies

Scripts

to steer customers toward their pharmacies. In late 2017,

Increasing/Consistent

CVS announced plans to acquire Aetna, a plan approved
by the Department of Justice in October, but that is still
pending state regulatory approvals. Earlier this year,

COMPARABLE STORE SALES TRENDS

Walgreens approached AmerisourceBergen for a possible
takeover, but talks have since cooled. Walmart has been in

Most Recent
Two Quarters
Prior Quarter
Quarter
Ago

talks to expand its relationship with Humana and Humana
also recently joined forces with Walgreens to operate instore clinics.
•

Three
Quarters
Ago

Walgreens
Pharmacy

1.3%

0.0%

5.1%

7.4%

Prices and reimbursement rates: Many pharmacies have

Front-End

(1.9%)

(3.8%)

(2.7%)

(0.9)

reported some price inflation within branded drugs and

Total

0.3%

(1.2%)

2.4%

4.7%

Pharmacy

8.3%

7.3%

0.4%

(3.4%)

Front-End

(1.0%)

1.6%

(0.7%)

(2.8%)

5.9%

5.8%

0.1%

(3.2%)

Pharmacy

1.6%

(0.1%)

(2.3%)

(3.5%)

to its Whole Foods stores. In January 2018, Amazon

Front-End

(0.1%)

(1.8%)

(0.6%)

(0.5%)

announced that it is partnering with Berkshire Hathaway

Total

1.0%

(0.7%)

(1.7%)

(2.5%)

price deflation within generic drugs. All are also reporting
continued pressure on reimbursement rates from payors,
which has squeezed gross margin, as well as increases
in DIR fees. To offset this, they have been working with

CVS

vendors to negotiate more favorable pricing deals.
Total

•

Amazon: Amazon recently abandoned plans to sell
pharmaceuticals to hospitals. However, there is
speculation Amazon could eventually add pharmacies

Rite Aid

and JPMorgan Chase to form an independent healthcare
company with the goal of lowering costs and improving
transparency and satisfaction.
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*Note(s): The most recent quarter for Walgreens ended August 31, 2018; CVS ended June
30, 2018; and Rite Aid ended September 1, 2018 and represents results outlined in its
most recent press release for go-forward operations.

Sporting Goods
KEY INDUSTRY DRIVERS
•

Tariffs: The sporting goods sector is one of the industries
most impacted by the tariffs on Chinese imports.

Trend Tracker

Products that stand to be affected are sports bags;
gloves for baseball, softball, hockey, and skiing; apparel;

NOLVs

Consistent
Decreasing

Sales Trends

Consistent
Decreasing

Gross Margin

Mixed

Discounting

Mixed

vessels and rafts; headgear and hats; and other items.
Companies that already manufacture product in other
countries, such as Vietnam, have been shifting production
to those locations. However, this restricts smaller industry
players from being able to do so, and also heightens
competition to find alternative manufacturers. Additionally,
short term demand from importers has increased as
companies work to get ahead of the price hikes.
•

Firearms and ammunition: Firearms and ammunition
are major categories for many sporting goods retailers,

COMPARABLE STORE SALES TRENDS

demand for which has been driven by two major factors

Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Dick’s

(4.0%)

(0.9%)

(2.0%)

(0.9%)

Hibbett

4.1%

(0.3%)

1.6%

(1.3%)

in recent years: fear of changes in legislation, and fear
for personal safety. Since President Trump took office,
fears of legislative changes waned, as did the urgency
to purchase firearms; however, sales of firearms and
ammunition have increased primarily due to increased
demand from the military. Recently, Remington, one of

Big 5

(2.1%)

(7.5%)

(9.4%)

(2.9%)

the oldest gun makers in the country, filed for bankruptcy

Sportsman's
Warehouse

0.2%

3.4%

(4.5%)

(7.0%)

in March 2018, only to exit in May 2018.
•

Channels: Competition remains not only from other sporting

*Note(s): Results for Dick’s include Dick’s Sporting Goods stores, Golf Galaxy, and the
e-commerce business. The most recent quarter for Big 5 ended July 1, 2018; all other
companies ended August 4, 2018.

goods retailers, but also from brand distributors selling
direct-to-consumer, e-commerce players such as Amazon,

as the market becomes increasingly saturated with

as well as mass merchants. Sporting goods retailers

products, particularly regarding athleisure products. To

continue to incorporate omni-channel initiatives, such

differentiate themselves, some companies have promoted

as buy online, pick up in store options. Many companies

their brand as sustainable, or purpose driven, in an

also have been investing in e-commerce capabilities and

effort to align with customers' values. Additionally, many

fulfillment centers.

retailers have had to refine their product offering to adjust
to the performance of some brands, such as the under-

•

Products: Retailers face the challenge of offering a

performance of Under Armour and Nike's increasing sales.

compelling product mix to resonate well with customers

Retailers are also focusing on private label products and

and keep the business profitable. This has proven difficult

exclusive products from certain brands.
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Arts and Crafts
KEY INDUSTRY DRIVERS
•

Trend Tracker

Marketing: Arts and crafts retailers continue to focus on
marketing efforts, particularly within the digital space.
Michaels, for example, offers a buy online, pick up in
store option, as does Jo-Ann Stores. Retailers have also

NOLVs

Consistent

Sales Trends

Mixed

Gross Margin

Consistent

Discounting

Increasing

introduced more targeted promotional strategies, such as
customer-specific, one-time-only, and exclusive coupons.
Online features have also been promoted in stores to drive
customers to websites. A.C. Moore has been expanding
its marketing strategy to include more search engine
optimization and other online functions.
•

Product sales: Several retailers have increased product
offerings to help drive traffic and increase sales. Sales at
arts and crafts retailers continue to be driven by trendright products, and recently, there has been no new major

COMPARABLE STORE SALES TRENDS

trend to drive sales. Retailers have been offering more

Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Michaels

(0.4%)

0.4%

2.5%

1.0%

Etsy

30.2%

24.8%

23.6%

21.5%

seasonal goods to drive traffic. Michaels also reportedly
aims to capitalize on the closure of Toys 'R' Us by
expanding its toys and kids' products. It also launched a
website geared toward kids, which features an expansion
of store offerings.
•

Expansion: The arts and crafts sector has seen several

*Note(s): The most recent quarter for Michaels ended August 4, 2018; the most recent
quarter for Etsy ended June 30, 2018, and represents comparable revenue.

retailers starting to expand, or planning to start expanding,
their store bases. For example, Michaels opened six new

A.C. Moore is on track to open 13 stores in 2018,

Michaels stores during the first quarter, followed by nine

including its first A.C. Moore Essentials store, which is a

in the second quarter. It plans to have opened a total

small format dedicated to basic arts and crafts. Finally,

of 19 by the end of 2018. Jo-Ann Stores implemented

Hobby Lobby is on track to open 60 new stores by the

a new store prototype, which includes large community

end of 2018.

spaces where customers can take classes, host events,
and rent machines to work on projects. It also includes a

•

DIY: The arts and crafts industry as a whole continues to

touch-screen kiosk that details personalized craft projects

benefit as DIY projects remain popular, having originally

based on the customer. Other features include a tech-

taken off during the 2007 to 2009 recession. Crafts often

based fabric cutting bar, which allows customers to track

relate to home décor, weddings, and parties. Fashion and

fabric orders from phones, as well as concierge services,

jewelry projects (particularly bracelets) also remain popular,

such as a custom sewing service. All of these features

as does crochet, knitting, quilting, and sewing.

aim to create a more interactive customer experience.
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Experience
GA is one of the largest liquidators of retail inventory and has been involved in a variety of liquidations, ranging from the
disposition of excess inventory and the closing of under-performing stores, to full-scale liquidations of national retailers with
hundreds of stores. GA has experience with full and partial liquidations of companies throughout a variety of retail sectors,
some of which are detailed below:

Toys "R" Us

Bon-Ton

Target Canada

Office Depot/Max

Macy’s

MC Sports

Gander Mountain

Payless

Gap

Masters (Australia)

Sears Canada

RadioShack

Linens ‘N Things

Naartjie

Whitehall Jewelers

Borders

Hancock Fabrics

Boot Town

A&P

Circuit City

Gordmans

Love Culture

Orchard Supply
Hardware

Gymboree

These experiences, in addition to numerous others, provide

United States, with locations throughout the country and

GA with valuable insight into the market trends and the

net sales exceeding $1.4 billion annually.

consumer response that can be expected in a liquidation.

•

Major national and regional discount and dollar stores,

They give us an understanding as to recovery values that can

including one of the country’s largest chains, with over

be achieved for retailers within these industries. In addition to

10,000 stores.

this liquidation experience, GA has worked with and appraised

•

numerous retailers, including industry leaders within each
sector. While our clients remain confidential, GA’s extensive

Leading book retailers, including one with over 700 store
locations and sales of upwards of $4.5 billion.

•

list of appraisal experience includes:

Sporting goods retailers that specialize in a number of
products, including those for outdoor sports, recreational
ball sports, hunting, camping, and fishing, and a variety of

•

Numerous retailers of apparel and accessories, including
major department store retailers and a variety of specialty

•

•

•

•

Major regional grocery store chains including one with

retailers that are found in malls throughout the country.

a store base of upwards of 800 and net sales in excess

Several e-commerce and multi-channel retailers, as

of $10.0 billion, as well as smaller local grocery store

well as flash sale websites and auction websites. In

retailers and pharmacies.

particular, GA has appraised approximately 75 of the

•

other equipment for outdoor enthusiasts.

•

Several regional pharmacy retailers, pharmacy and

top 500 e-commerce companies as reported by Internet

service providers to long term care facilities, supermarkets

Retailer.

with pharmacy operations, and wholesalers of

Leading off-price retailers of apparel and accessories,

pharmaceuticals, for which GA valued both the pharmacy

including major national and regional chains.

inventory and prescription lists (“scripts”).

Retailers of consumer electronics, including
smaller, more localized chains, as well as regional,

In addition to our internal personnel, GA maintains contacts

national, and international retailers with close to

within the retail industry that we utilize for insight and

4,500 store locations.

perspective on recovery values.

Many jewelry retailers, including one of the largest in the
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About Great American Group
Great American Group is a leading provider of asset

The company operates through several wholly-owned

disposition solutions and valuation and appraisal services to

subsidiaries, including Great American Group; B. Riley FBR,

a wide range of retail, wholesale, and industrial clients, as

a full-service investment bank and institutional brokerage;

well as lenders, capital providers, private equity investors,

GlassRatner, a specialty financial advisory services and

and professional services firms. In addition to the Retail

consulting firm; B. Riley Wealth Management, B. Riley Asset

Monitor, GA also provides clients with industry expertise

Management and B. Riley Alternatives, which offer investment

in the form of monitors for the metals, food, and building

management to institutional and high net worth investors; Great

products sectors, among many others. For more information,

American Capital Partners, which originates and underwrites

please visit www.greatamerican.com.

senior secured loans for asset-rich companies; and B. Riley
Principal Investments, which invests in or acquires companies

Great American Group, LLC is a wholly-owned subsidiary of

and assets with attractive return profiles.

B. Riley Financial, Inc. (NASDAQ: RILY). B. Riley Financial
provides collaborative financial services and solutions tailored to

B. Riley Financial, Inc. is headquartered in Los Angeles with

fit the capital raising and financial advisory needs of public and

offices in major financial markets throughout the United

private companies and high net worth individuals.

States, Europe, and Australia. For more information on B. Riley
Financial, Inc., please visit www.brileyfin.com.
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