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JULY SALES SLOW AS RETAILERS
PREPARE FOR BACK To ScHooL

Retail sales continued to slow in July, as a
sluggish economy left growth at a
disappointing 3.1%. Recently released
figures for the first half of 2007 mirror this
trend with General Merchandise, Apparel,
Furniture, and Other (GAFO) growing 4.8%,
compared to 5.6% in the first quarter.
Regardless, consumer confidence reached
112.6, up from 105.3 in June.

Health and Personal Care Stores continued
to outperform most categories as sales rose
6.3% in July. Pharmacies and Drug Stores in
particular climbed 7.1% in the first six
months of the year. This impressive and
enduring growth has prompted many
retailers to intensify their foray into this
category. Publix recently announced a plan
to offer free 14-day doses of select generic
antibiotics to their customers in a bid to
bolster their pharmacy business. This move
follows Wal-Mart’s national program that
provides over 60 generic drugs for just four
dollars each. Since its launch, 35% of their
prescriptions have been filled through the
discount program.

Despite such efforts, Wal-Mart continues to
suffer from lackluster sales as July’s same
store figures rose 1.3%. With Target
boasting 6.1% growth during that same
period, Wal-Mart is turning towards more
progressive strategies in an attempt to
salvage their back-to-school season. In
conjunction with an innovative marketing
campaign on Facebook, Wal-Mart has
slashed prices across 16,000 items.

As competition intensifies in the General
Merchandise category, Warehouse Clubs
and Superstores have emerged with renewed
strength as their national expansion
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bolstered sales 9.6% in the first and second
quarters. Even as Department Stores
declined -1.0% in July and Conventional
and National Department Stores fell -2.4%
in the first half of 2007, some merchants in
this arena have managed to drive same store
growth. July saw Nordstrom’s comp sales
rise 9.4% while JCPenney jumped 11%.

Specialty apparel retailers also weathered
the storm as Clothing and Accessories stores
rose 4.1% in July. Men’s Clothing Stores
and Family Clothing Stores stole the
spotlight in the first two quarters with 12.6%
and 8.8% growth, respectively. Teen-
oriented clothiers felt increased pressure as
sales at Hot Topic fell -7.4% and
Abercrombie & Fitch dropped -4%. The
latter remains optimistic about their future in
the international arena as sluggish domestic
results were paired with the announcement
of the 2009 opening of a flagship store in
Tokyo’s Ginza shopping district.

Food and Beverage Stores sales stalled in
July as they increased 3.9%. This is in
contrast to the robust 6.0% growth in the
first half of 2007 and 5.8% growth among
Grocery Stores during that same period.
Amazon has recently tossed its hat into the
ring as they launch Amazon Fresh in Seattle
this month. The new service will offer fresh

meat, fish, and produce to complement the
site’s existing grocery assortment. Offering
free shipping with orders as little as $25, and
value oriented items such as 5-ounce steaks
for $1.99, Amazon Fresh is a renewed
endeavor into the realm of online grocery.

Turning towards other regions of virtual
retail, ComScore is reporting that recent e-
commerce growth has been fuelled by video
game consoles, accessories, and games
whose sales rose a startling 159% in the
second quarter. Sports and fitness followed
with a 58% jump in online sales. Overall,
Non-store retailers climbed 11.2% in July
with Electronic Shopping and Mail Order
Houses having risen 8.7% in the past two
quarters.

As traditional retailers such as Wal-Mart
wade into the uncharted realm of Web 2.0 to
promote their back-to-school offerings,
many eagerly wait to see how increasingly
tech-savvy students will reshape one of
retail’s peak seasons. Look towards
upcoming bulletins to see if bricks and
mortar merchants can find their second life
in social media.

RELEASE DATE OF THE NEXT NATIONAL
RETAIL BULLETIN:
September 14, 2007

Please note:

The J.C. Williams Group National Retail Bulletin compares the latest monthly release of
“raw” (i.e., unadjusted for seasonality, holiday, and trading day) retail sales figures to those
in the same calendar month of the previous year. The U.S. Census Bureau 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 therefore, are more useful in analysis.
Definitions can be found on the U.S. Census Website: www.census.gov.
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