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Fiscal Year Ends on Strong Note
January Sales Increase By 4.8%--Lots of Caveats Though

U.S. comparable-chain-store sales for January rose by
4.8%-—-as measured on a year-over-year basis by ICSC
Research's preliminary tally of 20 major retail chain stores.
The retail fiscal year began with a 4.2% burst of spending in
February 2011 and finished with a similarly-large 4.8%
year-over-year sales gain. However, the January tally is likely
to be lower with the addition of Walgreen's January monthly
sales--which are to be reported on Friday, February 3.

For the just-completed fiscal year, comparable-store sales
grew by 4.7%--which was its strongest showing since 2006
(+4.8%) and far outpaced the 3.4% gain in fiscal year 2010.
Higher prices (of food, apparel and gasoline) drove a fair
amount of that outsized gain in 2011.

There are some key caveats about the January results. First
and foremost, it remains a preliminary tally. The early part of
the month is affected by holiday gift-card redemption, but as
the month unfolds seasonal clearance merchandise drives
business more. But, maybe more importantly, January is the
lowest net sales volume month of the year (in 2010 it
accounted for 6.0% of annual sales) and low volume sales can
be accentuated by small changes that are amplified as either a
significant positive or negative impact. Such was the case with
weather anomalies in January. Abnormally warm seasonal
weather in January was largely a negative for apparel and
department stores. Bon-Ton’s Vice Chairman observed for
his company that “January sales were below expectations
due to the continuation of milder weather in [the
company’s] markets, which had an adverse impact on sales
of cold-weather merchandise, [which] comprised the
majority of [the company’s] sales shortfall.” This weather
impact was widespread through the apparel and
department store segments.

Two key takeaways from the January sales were: (1)
High-end/luxury department store spending (up 6.2%
year-over-year) continued to far outpace the rest of the
industry in January (up 6.2%); and (2) There was a shift to
more spending on staples, which helped Target and Costco,
in particular (and possibly some Kmart business shifted to
Target and Costco). Target also noted that its sales were
strong among both the discretionary and non-discretionary
categories for the month.

Looking ahead to February sales reports, ICSC Research
forecasts an industry comparable-store sales gain of
between 3% and 3.5% compared with a 4.2% gain in
February 2011.

Chart 1: U.S. Retail Chain Store Sales Segments
& Selected Comp-Store Performance

January 2012
% Change From Yearago
5 0 5 10

TOTAL
TGT
COST
LTD
DDs
KSS
GPS

APPL
DEPT
DISC
DRUG

Chart 2
ICSC Retail Chain Store Index (Less Wal-Mart)
January 1995 - January 2012
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Note: The current index is based on comparable store sales for about 30 major retailers.
The index began in 1969 and also is available seasonally adjusted.
Symbol Guide
M = Macy's
COST = Costco
LTD = Limited

TGT = Target Corp.
KSS =Kohl's
DDS = Dillard's
GPS = Gap
Segments: Apparel (APP), Department Store (DEPT), Discounter (DISC), Drug (DRUG)
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January 2012 Sales
Comp-Store Chain Store Sales Index +4.8%  year/year
Total-Store Chain Store Sales Index  +9.8%  year/year
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