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STRONG AUGUST SALES OFFSET
SLOW SUMMER SPENDING

Canadian retail sales climbed 5.4% in
August with All Stores Less Automotive
boasting a 7.5% increase. The Consumer
Confidence Index rose to reach 99.9 in
the third quarter, up 1.8 points from 98.1.
The Canadian dollar’s continued climb
towards parity, and cooling concerns
over the asset-backed commercial paper
crunch, left back-to-school shoppers
eager to offset slow spending in June
and July.

General Merchandise sales rose 5.2%, a
positive sign for the struggling category
whose 4.5% year-to-date growth is
weighed down by declining revenue
among department stores.

Clothing and Accessories Stores also
rebounded from modest 4.3% growth in
July to surge forward 10.5% in August.
Despite this impressive gain, prolonged
summer weather suggests September
sales may struggle.

Another beneficiary of the booming
back-to-school season was the consumer
electronics category. Computer,
Software, Home Electronics and
Appliance Stores rose 14.2% in August
and were central to driving Furniture,
Home Furnishings, and Electronics
Stores sales up 11.5%.

As Canada’s housing market continues to
outpace its southern neighbour, Building
and Outdoor Home Supplies Stores sales
rose 6.9%. Despite being the only
category other than Automotive to fall
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behind year-to-date sales, this growth is
substantial given that it builds upon the
11.1% jump seen in August 2006 and
10.4% in August 2005.

Staples such as Food and Beverage
Stores remained solid as sales increased
5.9%, 1.4 percentage points above year-
to-date growth. These figures indicate
that while Loblaws struggles, grocers
such as Sobeys and Metro-Richelieu are
eager to fill gaps in the marketplace.
Drug stores continued to build
momentum in the grocery category as
new Rexall and Shoppers Drug Mart
store formats gain traction in the
marketplace. Pharmacies and Personal
Care Stores saw sales rise 10.6% in
August.

Although both supermarkets and
pharmacies will likely remain stable
through the fall, many worry about the
rising Canadian dollar’s impact on more
discretionary items. Categories such as
consumer electronics and books are
particularly susceptible to the cross-
border price comparisons which have
many shoppers threatening to defer
purchases or buy directly from the U.S.

As some national retailers announce
modest price reductions, widespread
pricing parity remains unlikely. Having
plunged a record 1.5 cents yesterday, the
loonie has underlined its current fragility.
TD Bank economists project the
Canadian dollar will fall to $0.90 USD
by the end of 2009. Additionally, the
devaluation of the U.S. dollar has
resulted in the under-pricing of American
goods. Cross-border price equilibrium
will slowly be restored as cooling
commodity prices subdue the Canadian
currency and American retailers increase
prices to reflect their depreciated dollar.

Until then, the imminent concern for
Canadian retailers is whether holiday
shoppers will head south as consumer
discontent continues to grow. Turn
towards next month’s bulletin for more
on this and the latest in Canadian retail
sales.
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Please note:

therefore, are more useful in analysis.

The J.C. Williams Group National Retail Bulletin compares the latest monthly release of
“raw” (i.e., unadjusted for seasonality) retail sales figures to those in the same calendar month
of the previous year. Statistics Canada also reports seasonally adjusted sales that are
compared to the previous month within the current calendar year to measure change in Gross
Domestic Product (GDP). Although other sources use seasonally adjusted figures, J.C.
Williams Group believes that using raw figures and making comparisons to the previous
year’s performance more accurately reflects the seasonality of the retail industry and,
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