
U.S. GAS STATION & C – STORE UPDATE Q1 2022

INTRODUCTION

The U.S. consumer price index (CPI) rose 1.2% in March 2022, which is the largest monthly increase in 16.5 years, according

to the U.S. Labor Department, with gasoline prices surging 18.3%, the largest since June 2009, and contributing to half the

increase in the CPI, as per Reuters. Gas prices increased to an average of $4.33 per gallon in March 2022, according to AAA.

During the past 12 months, the CPI has increased 8.5%, the largest year-on-year gain since December 1981, after a 7.9%

jump in February. Grocery costs rose the most in March 2022 compared to other consumer prices, with groceries rising

1.5%. Groceries have increased 10% on a year-on-year basis, the most in the last 41 years.

Apart from food and energy, consumer prices for goods dropped by the most in two years. Reuters reports that goods

prices should continue to decline as consumers switch to services like travel and entertainment as COVID-19 restrictions

ease. Demand for goods is expected to waver as spending pivots back toward services, and this transition should temper

goods inflation. Pent-up demand for travel should lead to a few more months of solid gains for airfare and lodging prices,

but there will likely be less scope for catch-up come Q3 2022.

There is a growing consensus that March will be the peak of the annual CPI rate, but inflation will remain well above the

Federal Reserve’s target of 2% through 2023 at least. Consumers are also becoming more price conscious because they

have less purchasing power, and this makes it harder for businesses to pass along higher prices. Inflation-adjusted weekly

earnings fell 1.1% in March 2022.

Though demand for goods is cooling, increased appetite for services will keep inflation simmering as per Reuters. Supply

chain disruptions from the Russia-Ukraine war and lockdowns in China amid a COVID-19 resurgence will keep prices for

some goods high. Plus, American workers have been feeling the sting of inflation and are demanding large wage increases.

2022 NACS State of the Industry Summit

As customers continued to rely on their local convenience store to fulfill their shopping needs, the resiliency of the U.S.

convenience retailing industry was amplified in 2021 with total in-store sales increasing to a record $277.9 billion in 2021,

according to the latest NACS State of the Industry (SOI) data released during the 2022 NACS State of the Industry Summit in

Chicago.

The in-store increase in sales came despite a 1.5% decline in the number of c-stores, which totalled approximately 148,026

stores at the start of 2022. Factoring in fuels sales of $427.8 billion, total c-store sales reached $705.7 billion in 2021, which

was equivalent to 3.1% of the total U.S. gross domestic product (GDP) of $23 trillion in 2021. The average in-store basket

size increased 6.3% in 2021 to $7.59 and has grown 22.4% over the past two years, making up for a 6.9% decrease in in-

store transactions since 2019.

C-stores sell approximately 80% of the motor fuels purchased in the United States and saw a return to the pumps as more

consumers and commuters took to the roads again in 2021, although below pre-pandemic levels in 2019. Total fuel gallons

sold increased 4.4% in 2021, still 7.2% below the level they were in 2019. Overall, 79% of all U.S. c-stores (approximately

116,641 stores total) sell fuel. Total c-store fuel sales increased 46.2% in 2021, reflecting both higher demand and higher

gas prices, which averaged $3.02 per gallon in 2021, considerably higher than the average of $2.17 per gallon in 2020.

(Source: NACS)
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Q1 2022 Cap Rates

Average cap rates for U.S. gas stations & c-stores decreased by 12 basis points in Q1 2022 as compared to Q4 2021.

The following table illustrates minimum, maximum and average cap rates for gas stations & c-stores in Q1 2022 & Q4

2021.
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Cap Rates Q1 2022 Q4 2021 Difference (bps)

Minimum 5.66% 5.68% -2

Maximum 13.36% 13.52% -16

Average 7.94% 8.06% -12

Q1 2022 – Brand in focus

In Q1 2022, GPM Investments LLC, a subsidiary of convenience-store retailer and petroleum wholesaler ARKO Corp.,

entered into an agreement with Quarles Petroleum Inc. to acquire certain assets including 121 branded and 64

contracted cardlock sites in the Mid-Atlantic region.



Fredericksburg, Virginia based Quarles Petroleum is one of the largest fleet fueling cardlock operators on the East

Coast, with operations in Virginia, North Carolina, Maryland, Pennsylvania and the District of Columbia. Based in

Richmond, Virginia, ARKO operates in three reportable segments: retail, which includes convenience stores selling fuel

products and other merchandise to retail customers; wholesale, which supplies fuel to independent dealers and

consignment agents; and GPM Petroleum, which sells and supplies fuel to ARKO’s retail and wholesale sites. (Source:

CSP Magazine)

Gas station & c-store sales

Advance estimates of U.S. retail and food services sales for March 2022, adjusted for seasonal variation and holiday

and trading-day differences, showed an increase of 0.5 percent from the previous month of February 2022, and 6.9

percent above March 2021. Total sales for the January 2022 through March 2022 period were up 12.9 percent from

the same period a year ago. Retail trade sales were up 0.4 percent from February 2022, and up 5.5 percent above last

year. Gasoline station sales were up 37.0 percent from March 2021, while food services and drinking places sales were

up 19.4 percent from last year. (Source: U.S. Census Bureau)

Outlook

About 89% consumers expect inflation to affect 2022 holiday shopping and spending, with 29% expecting a significant

impact (Source: NACS). The survey looked at consumers’ celebration, shopping, and spending plans for 14 key holidays

through the end of the year 2022. Nearly three quarters (73%) of consumers expect COVID-19 to have an impact on

their 2022 holiday celebrations, with 11% expecting a significant impact. While most consumers expect to celebrate a

variety of holidays throughout the year, only about a third are thinking beyond February for their holiday planning right

now. Employee retention and recruitment challenges have been at the forefront of the convenience retailing industry

recently and hiring and retaining a quality workforce will be one of the biggest HR challenge of 2022 for the gas station

& c-store sector. Apart from this, environmental accountability and adapting to a decarbonized future have become

dominant themes too for the companies in the energy sector. Capital providers, in particular, are applying intense

pressure, as far as ESG accountability is concerned.
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