
CONDITIONS CONTINUE TO IMPROVE

The Google mobility report had been one of our key metrics

used to measure the rebound of the economy. Google has

discontinued releasing this information. Apple is now

providing similar data based on how users ask for directions

using Apple Maps on their iPhone. Based on Apple’s data

driving mobility was at its lowest level between March 30th

through April 13th. Since that time driving mobility in all

states is rebounding. Maine and NH are nearing the baseline

set on January 13th. The other states are down 20% to 35%.

 

The three states that provide interstate highway traffic data

indicate traffic volumes are off 54% (CT), 50% (NH), and 44%

(ME). Traffic volumes have improved by 10% since mid-April.

 

The number of first-time claims for unemployment continues

to decline in all states, except CT. Connecticut’s first-time

claims increased by 68,758, a 200% increase over the prior

week.
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The daily number of confirmed COVID-19

cases continues to decline in all states. New

cases in VT are averaging less than 10 per

day. Maine, NH, and VT have each started to

reopen segments of their economies. Maine

has a four-stage process with the first three

stages opening in May, June, and July. NH is

the most aggressive with restricted retail

openings on May 11 and outdoor dining on

May 18. Vermont allowed manufacturing,

construction, and distribution businesses

with 10 or less employees to reopen. Full

operations of these businesses can start on

May 11th. The three southern New England

states plus NY, NJ, DE, and PA are working

together on their reopening. Massachusetts

has a target reopening date of May 18th, CT is

May 20th, and RI is May 8th. All reopening

will be gradual and subject to continued

testing, contact tracing, and monitoring of

confirmed cases.

 

Please stay healthy and safe and be kind to

others.

The number of continued claims continues to increase,

indicating that employers have not begun to recall

workers. Vermont has the highest insured unemployment

rate, estimated at 21.2%, followed by CT at 18.5%, RI at

16.7%, NH at 14.4%, MA at 13.1%, and ME at 11.2%.

 

Gasoline volumes are continuing to rebound. For the

states where data is available, week-over-week volumes

continue to improve. Outlets in MA increased by 6.5%

from the prior week, NH outlets were up an average of

11.5%, RI had a small increase of 2.6%, and CT was up

5.2%. Nationally gasoline volumes increased by 5.2% from

the prior week. Volumes are still 40% to 48% lower than a

year ago. The volume increase corresponds well to

increased driving mobility. I have had a number of

discussions with different operators and all are reporting

improved volumes, some have experienced dramatic

improvement.
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The COVID crisis has hit many industries hard, and the

gas station/c-store industry has not been spared. Many

operators are in survival mode right now, trying to cope

with huge volume losses at the pump and inside stores.

For March and much of April, excellent fuel margins

made the volume loss a little easier to bear, but those

margins are starting to erode and the reality is that the

industry may be in for a protracted double-digit

percentage volume loss.

 

This is obviously an operational and strategic challenge,

but what is the effect of COVID on gas station/c-store

valuations? That picture is a little more nuanced. While

widespread losses of 40%-50% are certainly not ideal, the

industry is faring a lot better than some other industries. If

we were grading commercial real estate by industry on a

curve, gas stations may actually be in the A/B range,

where industries like restaurants, lodging, concert venues,

fitness centers, and movie theaters would be solidly in the

D/F range.

 

Gas station/c-stores are obviously essential businesses. We

always knew that they are fairly recession-proof. Now we

also can see that they are also fairly resistant to disasters.

People will almost always need fuel and store items. If we

get to the point where these are not necessities, then we

are talking about a massive worldwide calamity that

makes the coronavirus look like a little cold. 

HOW WILL COVID AFFECT
GAS STATION/C-STORE VALUES?

Written by Aaron Cutler

So, much as investors in the financial markets

flee to safe havens like US Treasuries and gold

when things get ugly, we could well see

commercial real estate investors moving into a

“safe” industry like gas stations. Combine that

with extremely low interest rates and banks

that do not appear to be turning off the loan

spigots as they did during the Great Recession

of ’08 - ’09, and we will likely see gas station/c-

store values stay fairly steady.

 

This does not mean things won’t be bumpy. As

Oil Express reports in its May 4, 2020 issue,

M&A business in the industry appears to be

slowing down for larger deals. They note that

smaller chains and single store sales remain

relatively strong, and that is consistent with

what we are seeing in our transactions at CSI.

And valuations pre-COVID were at all-time

highs. It would not be unreasonable to assume

that they will come off those highs at least a

little until we really understand what a post-

COVID world looks like.

 

We certainly would not recommend that

someone put their gas station sites on the

market right now unless it were necessary,

but we also expect that when things calm

down the demand for these sites will still be

there.

 

If you want to discuss your specific situation,

please give us a call or send us an email.

We would be happy to help put you in the

best situation for success.
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