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DISCLAIMER 
The information contained in this transcript is a textual representation of 
the Canadian Tire Corporation, Limited (the “Company”) Q3 
2019 earnings conference call and while efforts are made to 
provide an accurate transcription, there may be material errors, 
omissions, or inaccuracies in the reporting of the substance of the 
conference call. This transcript is being made available for 
information purposes only. The information set out in this transcript is 
current only as of the date of the webcast and may be replaced by 
more current information. The Company does not undertake to 
update the information, whether as a result of new information, future 
events or otherwise. In no way does the Company assume any 
responsibility for any investment or other decisions made based 
upon the information provided on the Company’s web site or in this 
transcript. Users are advised to review the webcast (available at 
http://investors.canadiantire.ca) itself and the Company’s regulatory 
filings before making any investment or other decisions. 

FORWARD LOOKING INFORMATION 

This document contains forward-looking statements that reflect 
management’s current expectations relating to matters such as future 
financial performance and operating results of the Company. Forward-
looking statements provide information about Management’s current 
expectations and plans, allowing investors and others to get a better 
understanding of the Company’s anticipated financial position, results of 
operations and operating environment.  Readers are cautioned that 
such information may not be appropriate for other purposes. 

Certain statements other than statements of historical facts included in 
this document may constitute forward-looking statements, including, but 
not limited to, statements concerning Management’s current 
expectations relating to possible or assumed future prospects and 
results, the Company’s strategic goals and priorities, its actions and the 
results of those actions and the economic and business outlook for the 
Company. Often, but not always, forward-looking statements can be 
identified by the use of forward-looking terminology such as “may”, 
“will”, “expect”, “intend”, “believe”, “estimate”, “plan”, “can”, “could”, 
“should”, “would”, “outlook”, “forecast”, “anticipate”, “aspire”, “foresee”, 
“continue”, “ongoing” or the negative of these terms or variations of 
them or similar terminology. Forward-looking statements are based on 
the reasonable assumptions, estimates, analyses, beliefs and opinions 
of Management, made in light of its experience and perception of 
trends, current conditions and expected developments, as well as other 
factors that Management believes to be relevant and reasonable at the 
date that such statements are made. 

By their very nature, forward-looking statements require Management to 
make assumptions and are subject to inherent risks and uncertainties, 
which give rise to the possibility that the Company’s assumptions, 
estimates, analyses, beliefs and opinions may not be correct and that 
the Company’s expectations and plans will not be achieved. Examples 
of material assumptions and Management’s beliefs, which may prove to 
be incorrect, include, but are not limited to, the effectiveness of certain 
performance measures, current and future competitive conditions and 
the Company’s position in the competitive environment, the Company’s 
core capabilities, and expectations around the availability of sufficient 
liquidity to meet the Company’s contractual obligations. Although the 
Company believes that the forward-looking information in this document 
is based on information, assumptions and beliefs that are current, 
reasonable and complete, such information is necessarily subject to a 
number of factors that could cause actual results to differ materially 
from Management’s expectations and plans as set forth in such 
forward-looking statements. Some of the factors, many of which are 
beyond the Company’s control and the effects of which can be difficult 
to predict, include: (a) credit, market, currency, operational, liquidity and 
funding risks, including changes in economic conditions, interest rates 
or tax rates; (b) the ability of the Company to attract and retain high-
quality employees for all of its businesses, Dealers, Canadian Tire 
Petroleum retailers, and Mark’s and FGL franchisees, as well as the 
Company’s financial arrangements with such parties; (c) the growth of 

certain business categories and market segments and the willingness of 
customers to shop at its stores or acquire the Company’s owned brands 
or its financial products and services; (d) the Company’s margins and 
sales and those of its competitors; (e) the changing consumer 
preferences and expectations related to eCommerce, online retailing 
and the introduction of new technologies; (f) the possible effects on our 
business from international conflicts, political conditions, and 
developments including changes relating to or affecting economic or 
trade matters; (g) risks and uncertainties relating to information 
management, technology, cyber threats, property management and 
development, environmental liabilities, supply chain management, 
product safety, changes in law, regulation, competition, seasonality, 
weather patterns, climate change, commodity prices and business 
disruption, the Company’s relationships with suppliers, manufacturers, 
partners and other third parties, changes to existing accounting 
pronouncements, the risk of damage to the reputation of brands 
promoted by the Company and the cost of store network expansion and 
retrofits; (h) the Company’s capital structure, funding strategy, cost 
management programs, and share price and (i) the Company’s ability to 
obtain all necessary regulatory approvals. Management cautions that 
the foregoing list of important factors and assumptions is not exhaustive 
and other factors could also adversely affect the Company’s results. 
Investors and other readers are urged to consider the foregoing risks, 
uncertainties, factors and assumptions carefully in evaluating the 
forward-looking statements and are cautioned not to place undue 
reliance on such forward-looking statements. 

For more information on the risks, uncertainties and assumptions that 
could cause the Company's actual results to differ from current 
expectations, please refer to the "Risk Factors" section of our Annual 
Information Form for fiscal 2018 and our 2018 Management's 
Discussion and Analysis, as well as Canadian Tire's other public filings, 
available at www.sedar.com and at www.corp.canadiantire.ca. 

The forward-looking information contained herein is based on certain 
factors and assumptions as of the date hereof and does not take into 
account the effect that transactions or non-recurring or other special items 
announced or occurring after the statements are made have on the 
Company’s business.  

The Company does not undertake to update any forward-looking 
statements, whether written or oral, that may be made from time to time by 
it or on its behalf, to reflect new information, future events or otherwise, 
except as required by applicable securities laws. 

http://investors.canadiantire.ca/
http://investors.canadiantire.ca/
http://www.sedar.com/
http://www.sedar.com/
http://www.corp.canadiantire.ca/
http://www.corp.canadiantire.ca/
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Operator 
 
Good morning, my name is Valerie and I will your 
Conference Operator today. At this time, I would like to 
welcome everyone to the Canadian Tire Corporation 
Limited Third Quarter Earnings Conference Call. All lines 
have been placed on mute to prevent any background 
noise. After the speakers’ remarks, there will be a 
question and answer session. If you would like to ask a 
question during that time, simply press star, then the 
number one on your telephone keypad. To withdraw your 
question, press the pound key. We ask that you limit your 
time to one question plus a follow-up question before 
cycling back into queue. 
 
This morning, Canadian Tire Corporation Limited 
released their financial results for the third quarter of 
2019. A copy of the earnings disclosure is available on 
their website and includes cautionary language about 
forward-looking statements, risks and uncertainties which 
also apply to the discussion during today’s conference 
call. 
 
I will now turn the call over to Stephen Wetmore, 
President and CEO. Stephen? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Thank you, Operator, and good morning everyone. We 
have a fair amount to cover this morning, so first a few 
comments on our financial performance which in general 
was in line with our expectation overall. Continued great 
performance from financial services in both GAR growth 
at 7 percent and in earnings growth, both of which are on 
track from the year with no signs from our data on a 
weakening economy or credit card portfolio.  
 
Comparable retail sales grew 2.7 percent in the quarter. 
We are tracking over 3 percent year to date, ahead of our 
stated aspirations. Mark’s performed as expected in the 
quarter given they were comping over a very strong 2018 
and a later start to initial snowfalls in the west. Sport 
Chek led the way this quarter with comp sales of 4.6 
percent, continued strength in ecommerce growth, and 
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excellent progress on their key initiatives in digital and in-
store customer experience.  
 
CTI continued its impressive quarterly growth this 
quarter, and I know Allan is going to comment on the 
strength of our core asset in a moment, following its 22nd 
straight quarter of comp sales growth. I’m also very 
pleased with the progress the Helly Hansen team is 
making both internationally and with our Canadian 
colleagues in meeting our growth targets for Canada, and 
our long-term expectations remain very strong. We also 
formally closed our Party City acquisition and 
transitioning is on schedule.  
 
In September, we reduced our ownership in CT REIT to 
69.3 percent as part of our overall financial plan which in 
addition strengthens the REITs public float. 
 
Earnings per share performance in the quarter on a 
normalized basis was on plan and on par with last year’s 
results. Adjusting for the accounting changes at financial 
services in the third quarter of 2018 translates into a 10.2 
percent growth on a year-over-year basis.  
 
This has all led to our announcements today on our 
updated capital allocation plans. Over the course of 2020, 
we are targeting our general operating capital spend to 
be in line with our estimates for 2019 spend, reflecting 
investments to drive our strategic initiatives and maintain 
the health of our network. In addition to our general 
operating capital, we have also set aside funds for the 
commencement of our Toronto distribution centre for 
Mark’s and Sport Chek of approximately $100 million, 
and in relation to our operational efficiency program we 
have allocated $50 million of Capex, but I would caution 
that this is a very rough estimate at this point. 
 
With a view the balancing investments with returns to our 
shareholders, we also announced our intent to 
repurchase $350 million of our shares by the end of 2020 
and have increased our dividend by 9.6 percent per 
share, which I’m pleased to say is the 11th increase in 
the last 10 years. 
 
I talked to you last quarter about operational efficiency, 
and the last three months have allowed us to finalize our 
program, launch the program internally, and engage our 
entire organization behind our approach and what 
success looks like. While the last number of years have 
benefited from our focus on maintaining the strength of 
our margins, which will obviously continue under this 
program, we are now in a position to introduce 
enterprise-wide initiatives to reduce our existing cost 
structure.  
 

This morning, we announced our operational efficiency 
savings target of at least $200 million of annualized 
savings by 2022. While a portion of these savings will 
flow through in 2020 and 2021, it will be the 2022 fiscal 
year that will benefit fully from our $200 million-plus 
savings target. 
 
Our operational efficiency program is part of and enabled 
by our enterprise strategy focused on a one company 
and one customer marketplace. It allows us to be more 
focused and effective by doing things once and to 
eliminate redundant costs. Centralization under one 
company enables critical functions such as marketing, 
procurement, sourcing, etc. to have one view for our 
Company, and our multiple banners can operate with 
common systems and processes which provides 
opportunity to systematically decommission our older and 
costly legacy systems. 
 
The literally hundreds of initiatives that we have in motion 
and have identified can now be placed in an organized 
structured program for execution and tracking, and of 
course we are continuing our extensive programs 
targeting internal and external expense reduction. In 
order to support the operational efficiency program and 
realize these savings, we will need to invest both opex 
and Capex over the next few years to accelerate the 
program. We expect to record one-time costs reported 
quarterly as an adjustment to EBITDA. We recorded the 
first of these costs in Q2 2019 and expect to continue to 
incur costs through 2020 and 2021. We will update you 
regularly on the program on our quarterly calls and 
disclosures. 
 
With our loyalty program and our data management and 
analytics stronger than ever, and with great products on 
offer supported by our digital and in-store experience, I 
believe we are in a powerful position to grow and 
compete.  
 
Now just before I hand off to Allan, our search for Dean’s 
successor as Chief Financial Officer is on schedule and 
we are following our timelines at this point. Dean will be 
closing out the fiscal year and be with us for our fourth 
quarter call, so we will obviously update you at the 
appropriate time. 
 
With that, I’ll hand the call over to Allan. 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
Thanks and good morning everyone. As Stephen said, 
we delivered a strong third quarter in our retail 
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businesses and we’re continuing our growth in sales and 
gross margin across the banners.  
 
Investments in key building blocks that we’ve had 
historically, like Triangle Rewards, digital and owned 
brands, delivered meaningful results in Q3. With 9 million 
active loyalty members, we have close to 70 percent 
penetration in Canadian households and the Triangle 
Rewards program provides us with a single view of our 
customers and the ability to engage them in a more 
personalized way, which is happening regularly through 
our 5 million weekly email and app communications. 
 
Our focus is on growing share of wallet and engaging 
customers to shop more categories and banners, 
knowing that the more they shop, the more loyal they 
become and the more they spend with our family of 
companies. As an example, a customer that shops 
across five banners spends 13 times more per year than 
a customer who shops just one, and in Q3 our number of 
customers shopping more than one banner increased by 
over 20 percent. This is a sign that our Triangle 
marketplace is resonating with our customers. 
 
Next is digital and ecommerce, and we’ve reached some 
milestones on this journey. In Q3, we had 100 million 
visits to canadiantire.ca alone. This makes 
canadiantire.ca one of the most visited retail sites in 
Canada. We’ve also achieved a milestone of $500 million 
in annual ecommerce sales across our banners. This 
underscores just how effective our marketplace of stores 
and great digital properties has been at engaging our 
customers and growing the business.  
 
In Q3, we re-launched our CTR mobile app with 
enhanced search and functionality for our automotive 
customers, and now we have over 500,000 monthly 
visits.  
 
At Sport Chek, we rolled out mobile point of sale in 60 
stores with a plan to expand to the entire network by 
Black Friday. This is enabling our associates to check out 
our customers anywhere in the store, decreasing wait 
times and enhancing their experience. We’ve also been 
testing free shipping at Sport Chek for our Triangle 
MasterCard members. We’ve seen encouraging results, 
including an increase in the number of transactions made 
with our credit cards and more Sport Chek customers 
applying for Triangle MasterCards online. This is another 
great example of the power of our marketplace and the 
collaboration between retail and financial services. 
 
To summarize our recent success in digital, we put 
together a video which is on our Investor Relations 
website, and I’d ask each of you to have a look. It 

highlights our progress in how we’re attracting and 
retaining the most loyal and profitable customers. 
 
Lastly, our own brands’ performance, which is another 
critical building block to our success, exceeded our sales 
and margin expectations for the quarter with owned 
brand penetration continuing to increase, up 185 basis 
points from last year. Our owned brands play an 
important role in growing share of wallet and increasing 
frequency with our high value customers.  
 
A great example is the introduction in pet of 
Wholehearted, a premium pet food offering. Pet has 
grown 13 percent in the last year and we’re very pleased 
that 54 percent of the customers are new to the category, 
so our investment is really paying off in this regard.  
 
Helly Hansen’s Canadian business grew at a remarkable 
60 percent versus last year. This was our plan all along - 
capitalizing on opportunities at Sport Chek and Mark’s as 
they built their inventory positions for key fall and winter 
seasons and introduced fantastic new displays and 
merchandising, and we have high expectations for Helly 
Hansen’s continued success especially with the ground 
being white here in Toronto this morning. 
 
In Q3, we completed our acquisition of Party City, 
officially cementing our position as Canada’s fun store, 
and as of mid-October, customers shopping with a 
Triangle credit card can now earning Canadian Tire 
money at Party City. I’m incredibly pleased that our 
Triangle marketplace has once again grown. 
 
As Stephen just spoke about our operational efficiency 
program and the $200 million-plus in annualized savings 
we’ve started to pursue, I’d like you all to know that the 
team and I are incredibly energized by this challenge. It’s 
a challenge to do things differently, to do them once and 
to strive for simplicity in everything that we do. It’s a big 
job but we have a track record of taking on big jobs and 
executing them very effectively, like repositioning CTR, 
resetting Sport Chek, launching deliver-to-home, or 
reinventing our iconic loyalty programs. These are just a 
few examples of what we’ve been up to and why we’re 
confident this too will be a great success. 
 
We all look forward to updating you on our progress over 
the coming quarters, but with that, I’ll hand it over to 
Dean.  

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
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Thank you Stephen and Allan, and good morning 
everyone. I want to start by addressing a few items that 
are important to outlining our results this quarter. 
 
We have normalized for severance, store closure and 
consulting costs associated with our operational 
efficiency program and costs associated with the 
acquisition of Party City for a combined total impact of 
$22 million in SG&A costs in the quarter. Year to date, we 
have a normalized $30 million of OE costs, and as 
Stephen said, we expect to continue to incur these 
charges into 2021 as we implement the program to 
realize our stated savings target of $200 million-plus by 
2022. As a reminder, in Q3 ‘18 we normalized earnings 
for the Helly Hansen acquisition costs of $22.4 million.  
 
IBT normalized for these items is $329 million and EPS is 
$3.46, both essentially flat to last year; however, our 
earnings growth for Q3 ‘19 is 10 percent for IBT and 10.2 
percent for EPS when we consider the two accounting 
items at financial services we highlighted last year that 
bumped the comparative by $36 million.  
 
We also absorbed in our earnings for the quarter a non-
operational foreign translation loss at Helly Hansen of 
$15.8 million related to the depreciation of the Norwegian 
krone, the NOK. We have been working with the Helly 
Hansen team on exchange management over the last 
year and while this level of movement at the CTC level is 
not all that significant, we do not anticipate seeing 
impacts of this magnitude going forward. If we were to 
adjust for this exchange shift, our retail segment IBT 
growth would be well north of 10 percent and EPS up 
another $0.20 on the quarter. 
 
Retail revenue excluding petroleum increased 1.2 
percent. Our banners individually saw strong revenue 
performance with increased shipments to dealers at 
Canadian Tire and higher revenue at Chek, Mark’s and 
Helly Hansen. Revenue growth was slightly diluted as we 
take credit at the consolidated level for intercompany 
sales from Helly Hansen to Sport Chek and Mark’s only 
once the product is sold to the ultimate retail customer, 
therefore there is a delay in the recognition of revenue in 
the retail segment which bodes well for us going into the 
fourth quarter. 
 
Retail gross margin excluding petroleum continues to be 
well managed, up 19 basis points. Pure product margins 
were up in all businesses, but at Sport Chek we continue 
to experience higher freight costs related to our strong 
ecommerce growth and are making progress on that front 
as part of our operational efficiency program. 
 

The depreciation of the Norwegian krone that I mentioned 
earlier has somewhat masked the very strong 
performance that Helly Hansen delivered. As Allan noted, 
Helly Hansen’s Canadian revenue growth was extremely 
strong and on a constant currency basis, their foreign 
revenue was flat compared to ’18 due to timing shift of 
shipments.  
 
Our opex ratio continued to improve. Normalized for IFRS 
16, retail opex excluding petroleum, depreciation and 
amortization improved 73 basis points in the quarter and 
77 basis points at the consolidated level. The 
improvement reflects the benefits of lower share-based 
compensation and marketing expenses and the 
contribution of the cost containment initiatives already 
underway.  
 
Financial services delivered strong performance with 7 
percent GAR growth, including a 2.5 percent growth in 
active accounts and 4.5 percent average balance growth. 
The latter is a strong indicator that the value of the card is 
resonating with our customers and our focus on customer 
engagement is paying off. 
 
Our credit risk and aging metrics remain healthy and 
stable with PD2-plus flat versus last year and better than 
planned. The 6 percent write-off rate is right on plan and 
as expected, given the strong growth in active accounts 
we experienced in 2018. 
 
We are constantly monitoring the risk metrics and making 
adjustments to our credit model parameters based on the 
performance of our portfolio and customer behaviors that 
we see. Last year, we adjusted our allowance model in 
Q3 for $15 million. This year, we made a smaller tweak 
and while the allowance remains within the target range 
of 12.5 percent, there was some redistribution of 
allowance compared to the prior year and prior quarter 
due to the continued refinement of our model 
assumptions. 
 
ROIC improved slightly versus last year to 9 percent. As 
always, this is our most difficult metric to achieve, but the 
combination of our outlook for the business as well as 
operational efficiency has meant we continue to drive 
towards this target ultimately.  
 
Capital spend for 2019 will come in at the low end of our 
2019 disclosed range of $475 million to $550 million, 
primarily due to the timing of planned real estate projects.  
 
With that, I’ll turn it over to the Operator for the Q&A. 
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Q U E S T I O N  A N D  A N S W E R  S E S S I O N  

 
Operator 
 
Thank you. At this time, I would like to remind everyone 
in order to ask a question, please press star, then the 
number one on your telephone keypad. We ask that you 
please pick up the handset or step close to your 
speakerphone system when asking your question and to 
limit your time to one question plus one follow-up 
question. We’ll pause for just a moment to compile the 
Q&A roster.  
 
Our first question is from Irene Nattel with RBC Capital 
Markets. Please go ahead. 

 

 
Irene Nattel, RBC Capital Markets 
 
Thanks and good morning, everyone. If we could just 
start with the operational efficiency target of $200 million-
plus, can you give us an idea of the cadence? Is it going 
to be 25-25-50 in terms of the targeted savings, and how 
much of that do you think is going to flow down to the 
bottom line? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Hi Irene, it’s Stephen. Many of the program initiatives are 
obviously underway, but the structure of it, we wanted to 
wait until we had the program designed here so that, one, 
we could not only track but assign all the work streams to 
individuals and then start the proper cadence in terms of 
initiation of it, so you’ll see a lot of it obviously - obviously 
- starting in 2020, and in order to ramp up to a full $200 
million by the end of 2021, then much of the programs 
have to be in place by the end of 2020 and the early part 
of 2021, to tell you the truth. 
 
The more complex ones will be sort of 12 to 15 months 
from now in terms of the full effect of decommissioning 
certain systems and things like that, but we’re going to 
push very, very hard. We would very much like to tell you 
and be able to explain to you that there’s X-amount 
happening in this quarter and X-amount happening in that 
quarter, but as we proceed through the next two or three 
quarters, we can probably give you a little bit better idea 
obviously on our progress. As you see us taking some 
one-time charges in individual quarters, that will certainly 
give you an indication of how fast we are moving as well. 
 

It’s really—we’re looking at a full $200 million worth of 
savings by the end of 2021. 

 

 
Irene Nattel, RBC Capital Markets 
 
So, full $200 million by the end of 2021, and how much of 
that do you think you’re going to have to reinvest, 
Stephen, or should we be actually looking at $200 million 
flowing down through the P&L? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Yes, sorry Irene, that was the second part of your 
question. I guess the way we’ve tried to explain it here 
internally so that everybody understands it, if in theory 
you could stop our Company tonight and implement 
every one of these initiatives that we currently have on 
our plate, tomorrow morning we’d be operating at $200 
million less cost structure, so it’s taking money out of our 
current cost structure, and as far as reinvesting, we—the 
reinvesting part is just normal course operations as far as 
we’re concerned. This is to eliminate these costs out of 
our current cost structure, so if we implemented them 
overnight, they’d all drop to the bottom line. 

 

 
Irene Nattel, RBC Capital Markets 
 
So then, sort of putting words in your mouth, Stephen, we 
should see a significant portion of the 200 to the bottom 
line? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Oh yes, absolutely. That’s absolutely our intent, Irene, 
yes. You’re investing at the same time you’re saving, and 
obviously we’ll try to take you along that journey. If we 
continued the way we are and invested in our new areas 
of business and our distribution centres, all these sort of 
things, and didn’t do this program, then our P&L going 
into 2022 would be hurt by more than $200 million. This 
is an aggressive program to take out costs in our current 
structure. 

 

 
Irene Nattel, RBC Capital Markets 
 
That’s very helpful, thank you. Then on the ecommerce 
revenues in excess of $500 million, can you talk about 
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how you’re seeing that building, across which banners, 
and what kind of growth rate is reasonable to expect from 
here on out? 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
Hey Irene, it’s Allan here, choking on the other end of the 
phone - not because of your question, I might add. Look, 
as you would expect, we’re seeing the ecommerce 
revenue build, and I’d look at it from a couple different 
angles. One is by category, you would expect obviously 
Sport Chek lends itself very well to ecommerce growth, 
as does Mark’s in a lot of categories, but not all within 
CTR. We’ve said over the course of time that we were 
using Sport Chek as our sort of bellwether and our 
innovator around ecommerce, so not surprising that’s 
leading the pack. 
 
In terms of growth, I would say growth is reflective of 
engagement. We don’t have a strategy necessarily to 
grow the ecommerce revenue, we have a strategy to 
grow the engagement in the marketplace and the 
customer share of wallet and customer engagement, and 
we’re using both channels to do that. We’re not targeting 
a specific growth rate and as you would expect, as the 
number gets bigger, the growth rate is going to get 
smaller even though the dollar value continues to grow, 
so I’d be hesitant to put a number on it. It’s not hard to 
grow a $25 million ecommerce business by 100 percent, 
but a $500 million one growing by 100 percent is going to 
be pretty substantial, so I’d say that you should expect it 
to continue on the trajectory it’s on today. We think it’s 
going to be really, really obviously important as we go 
forward, and it will grow in line with the rest of the 
business.  

 

 
Irene Nattel, RBC Capital Markets 
 
That’s very helpful. I guess let me ask the question a 
different way, Allan. In categories that lend themselves to 
ecommerce and where we’re seeing more and more of a 
shift towards ecommerce, how would you say that your 
banners are doing in those categories, and do you expect 
the ecommerce penetration for you guys in those 
categories will rise to market levels? 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 

I’ll go back to something I think I said in the last analyst 
call, and that’s we’re not going to relent any share. We 
are not going to give up share in categories that are 
important to us, so you can expect Canadian Tire, and 
I’m talking about the corporation here, to vigorously 
defend and continue to grow its share in those 
categories, and if they lend themselves to ecommerce, 
that’s exactly why we put the investment in.  
 
What you’re seeing at Sport Chek is exemplary of that. 
That’s a category—a business that’s been obviously 
more disrupted by ecommerce than some of our other 
categories, and at 4.5 growth this quarter we’re not only 
defending our share, we’re continuing to grow it, and 
ecommerce is playing an important role in that. 
 
You should expect Canadian Tire Corporation to show up 
in categories where they lend themselves to a digital 
channel and be fiercely competitive, the same way we 
would in bricks and mortar.  

 

 
Irene Nattel, RBC Capital Markets 
 
That’s great, thank you. 

 

 
Operator 
 
Thank you. Our next question is from Derek Dley with 
Canaccord Genuity. Please go ahead. 

 

 
Derek Dley, Canaccord Genuity 
 
Yes, hi. Just following up on that line of questioning, you 
mentioned that there’s going to be some cost associated 
with the operational efficiency program, so I think you had 
around $20 million in costs this quarter. Should we 
expect something similar in the upcoming near-term 
quarters as you look to drive this cost savings initiative? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
I know you want a forecast and we would too, actually, 
would like to know how fast we can get certain programs 
up and running and certain initiatives, but paybacks when 
you invest in operational efficiency are extremely rapid 
and so the 2020 year will have its share of one-time 
costs. Even operational efficiency programs that generate 
20 and 30 percent return on invested capital are 
extremely, extremely valuable, so you can look at other 



CANADIAN TIRE CORPORATION, LTD. 
Q3 2019 EARNINGS CONFERENCE CALL 

Thursday, November 7, 2019 – 8:00 A.M.  

 

          Page 8  

companies, you can look at other retail organizations to 
see what their paybacks are too, but it’s a very rapid 
payback. 

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
 
Derek, just to add, the way I think about this, and we 
know—we knew there’d be the quest to try and model 
this all out, the reality is it’s going to be lumpy, right?  I 
think that’s what we all feel, and the energy, as Allan 
said, in terms of the business taking this on, and Greg 
Hicks is very involved in that point in terms of the 
leadership of it, who’s the biggest user, actually, of these 
SG&A services so that that’s not lost on anybody, as 
Stephen has pointed out many times, but these 
initiatives, there’s literally hundreds of them, so it’s going 
to be lumpy and the good old days of being able to put a 
big provision away and draw down on it are gone. You 
basically have to realize the cost, record the cost, and 
then as Stephen said, we’ll give you a sense of what the 
benefit is or the payback period is, where that’s doable.  
 
There will be a weighting. Obviously the more complex 
ones are going to be later in the program, so it isn’t all 
just being able to just perfectly model it out, but there will 
be cost involved and it’s energizing, I think, for the 
organization to be able to get at some of the things that 
we’ve always wanted to get at from an efficiency point of 
view. I think that will be energizing for employees in the 
organization to finally get at these things, but it will be a 
bit lumpy.  
 
I don’t know if that helps or not, but… 

 

 
Derek Dley, Canaccord Genuity 
 
No, it does, it does. I just wanted to clarify one thing. You 
expect to be at the $200 million run rate cost savings at 
the end of 2021, is that correct, so for 2022 you’d have 
the full benefit?  

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
 
Yes, that’s what we’re targeting. 

 

 
Derek Dley, Canaccord Genuity 
 

Okay, great. Just in terms of the overall retail 
environment, the promotional environment, was it highly 
competitive this quarter, and have you seen any price 
inflation return to the market at all?  

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
Well yes, it was competitive. In terms of price inflation, 
we’re very pleased with where things are going in terms 
of the product margin. Nothing noticeable - I’m looking at 
the business unit presidents that are here and they’re 
shaking their head. I mean, these things tend to happen 
really gradually when they happen at all, but generally 
speaking we haven’t had to disproportionately invest in 
promo, as you would have seen by the results, and 
continue to maintain and grow our share, so. 

 

 
Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
Yes, it’s Greg speaking. I would say that coming off our 
conversations on the last call, given the late start to the 
spring, we would have indicated on the call that we were 
starting to see a little bit of competitive activity in some 
key seasonal businesses, but that seemed to really level 
out in the quarter. To Allan’s point, especially in big 
businesses and seasonal and gardening in particular, we 
were able to appreciate our margins and had a very 
strong quarter on the top line, so we, to Allan’s point, 
really didn’t see inflation at the cost base and we were 
able to compete very effectively. 

 

 
Derek Dley, Canaccord Genuity 
 
Okay, thank you. Just one more, if I can - sorry, switching 
gears onto CTFS. You’ve had exceptional GAR growth 
over the last few years, really, and we’ve seen the return 
on receivables come down into the high six level, which I 
think previously was a target of yours. How do you think 
about the balance of GAR growth and return on 
receivables going forward? 

 

 
Gregory Craig, President, Canadian Tire Financial, 
Canadian Tire Corporation 
 
Thanks Derek, it’s Greg Craig here. I think we’ve talked 
about this before. When we started the journey a few 
years ago with integration on the retail side of things, we 
didn’t really have a lot of GAR growth if I go back to two, 
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three years ago, in fact we were flat. When you’re flat 
with GAR growth, you’re going to see your ROR, as 
you’ve mentioned, kind of get to an elevated level. That 
wasn’t really our sustained run rate. We really wanted to 
put more energy into getting that integration back with the 
retail banners, getting that traditional growth rate back up 
and running for receivables, and we expected, fully 
expected that the impact on our ROR would be to 
diminish, so we’re really comfortable with the level that 
we’re at. 
 
I think I said in the last call, a call or two, I think if I look 
ahead a little bit, we see our receivables going more or 
less back to industry growth levels as we focus more on 
engagement with our customers versus just that upfront 
acquisition, and it takes a little bit of time for the efforts 
from an engagement perspective to really weave their 
way in through the portfolio, so I would expect you’d see 
the GAR number moderate a little bit to be pretty much at 
industry levels and the ROR probably would be relatively 
flat over the next little while as well. 

 

 
Derek Dley, Canaccord Genuity 
 
Great, very helpful. Thank you very much. 

 

 
Operator 
 
Thank you. Our next question is from Mark Petrie with 
CIBC. Please go ahead. 

 

 
Mark Petrie, CIBC World Markets  
 
Hey, good morning. There’s been a lot of noise in the 
retail gross margin over the last couple quarters, and in 
Q3 you noted the 19 basis point improvement, but could 
you just give a bit more context in terms of the various 
puts and takes that impacted retail gross margin 
percentage? 

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
 
Yes, I’ll start. It was nice not to be talking about MSAs 
and the quarter over quarter impacts of that, as I’ve 
mentioned many times, I think, in the last couple hours 
here, but I think the thing that really stood out, at least 
from my perspective, and I’ll now turn it over to Allan, 
Greg and the guys, but is that we basically had good 
product margin growth across all of the businesses, FGL 

included, and FGL, little haircut and mostly a function of 
obviously the continued growth of ecomm, but that’s a 
good thing because I think a lot of the initiatives that the 
guys have put in place over this sort of turnaround period 
that Allan and TJ have been driving are starting to come 
to fruition around inventory allocation and those kinds of 
things.  
 
But it was a very clean quarter, I think, with respect to 
margins, is the way I would describe it, and as Allan and 
Greg said earlier, we didn’t see, if you will, deterioration 
in margin at all from a competitive point of view. 
 
I’ll let Greg add what he wants, but I would describe it as 
a very clean quarter, the kind of quarter we like to have 
with respect to margins, and we’re continuing to compete 
without ceding share, as Allan said. 
 
You guys want to add?   

 

 
Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
Yes Mark, in CTR, I’d say margin management was the 
real highlight for the team in the quarter. We were 
comping large rate increases in margin dollar growth in 
the quarter last year, and margin rates were stronger on 
the backs of owned brand mix, sourcing gains, and they 
offset some headwinds that we had in the freight and 
foreign exchange lines. I’d say we continue to be bullish 
with respect to the team’s ability to manage our margin 
rates and still drive the top line. 

 

 
Mark Petrie, CIBC World Markets 
 
Okay, thanks. Then I just wanted to follow up on the 
ecommerce discussion as well. Obviously this is going to 
be a larger component of your revenue going forward; at 
the same time, you noted the margin pressure that came 
with that growth at Chek. Going forward, how do you 
expect the increasing percentage of ecommerce sales of 
total sales to impact your profitability, and maybe—I don’t 
know, if you can talk about it by banner? 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
Hey Mark, it’s Allan. There’s a couple things there. We 
have all kinds of different products that have—our 
products vary in terms of margin and velocity greatly 
across the board, as you probably appreciate, everything 
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from loss leaders to high margin categories, so when you 
think of this as a channel, as a $500 million revenue 
stream as it stands today, it’s no different than any of the 
rest of it. It’s part of our blended margin, first of all. 
 
The second thing is because some of this is operating 
cost, the fact of the matter is that distribution fulfillment in 
Canada is expensive, and it’s a scale play, so we’ve got a 
lot of work to do as we continue to build scale to make 
sure that—and this is part of operational efficiency, by the 
way, to make sure that we’re capitalizing on opportunities 
scale presents when it comes to fulfillment and freight, so 
that’s really in front of us. 
 
Our job is to make sure that when you look at the whole 
marketplace and our product assortments, that we’ve got 
a blended margin that we’re happy with. And by the way, 
we don’t mind growing categories that have a different 
margin profile than our average - that’s fantastic, 
especially if it grows engagement, but the other piece is 
making sure we’re doing it really, really efficiently, and 
we’ve got some work to do there that just hasn’t been 
our—it hasn’t been available to us because we just didn’t 
have the scale, and that’s going to still take some time. 

 

 
Mark Petrie, CIBC World Markets 
 
Okay, appreciate the colour.  

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
No problem. 

 

 
Operator 
 
Thank you. The next question is from Vishal Shreedhar 
with National Bank. Please go ahead. 

 

 
Vishal Shreedhar, National Bank Financial  
 
Hi, thanks for taking my questions. Just on the 
operational efficiency initiative, and I know it’s early days, 
but how should we think about the benefits in COGS and 
SG&A, is it more weighted towards SG&A? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 

Yes, it’s more weighted towards SG&A, but we—primarily 
Greg, I guess, Greg Hicks and his team have initiated 
this, but we’ve had a focus on our—on very specific, 
complicated COGS reduction exercises and initiatives 
going on. I would say in general, they’re probably 40 or 
50 percent implemented at this stage of the game, so 
over the next couple of years they will be fully 
implemented, so it helps with margins and the efficiency 
of the product, and there’s a variety of different angles 
but primarily what we’re trying to do—and some of our 
supply chain costs are obviously incorporated in our 
COGS, but the big areas of spend in an organization are 
COGS, including supply chain, your IT costs, marketing 
costs, etc., so right across the board we’ve got initiatives. 
 
At this stage of the game, I’d weight them more heavily 
on SG&A than I would on COGS. 

 

 
Vishal Shreedhar, National Bank Financial 
 
Okay. Off the top, you just—the team talked about 
execution ability and large projects. The retail landscape 
is—there’s many stories of decommissioning or 
implementing new IT systems and things go awry, just 
given the complexity of the systems nowadays, so how 
has Management thought about that as they 
decommission these systems in order to protect the 
ongoing operational business? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Well, we’ve got our head of technology here too, he can 
kick in if he wants here. But one of the reasons we did 
not attack a lot of this over the last couple of years is for 
that reason. We were layering on within technology the 
capacity and capabilities for us to execute, and so the 
amalgam of our data, etc. and designing it all was a big 
deal for us and putting in all the new tools to be able to 
access that data for customer purposes and marketing 
purposes and sales. We did not want to start 
decommissioning big systems during that period of time, 
but Iain and his team have a very comprehensive road 
map here of how we’ll go about this, when, what we can 
turn off, what we have to do ahead of time to change the 
applications that are running on those legacy systems. 
Some of them are relatively straightforward because you 
can turn off two or three because we’re putting a one 
company approach to things, but as far as actually 
changing the way that you do business, that has to be 
structured, and that’s why we waited for this program.  
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It is complex, but we’ve done many, many other initiatives 
that would I classify as more complex than 
decommissioning some of our legacy operations. 
 
I don’t know, Iain, if you want to—kick in if you’d like to. 

 

 
Iain Kennedy, Executive Vice President, Enterprise 
Technology and Supply Chain, Canadian Tire 
Corporation 
 
Yes, this is Iain Kennedy. Further to what Stephen was 
saying, there’s a lot of preplanning that has gone in over 
the last couple of years as it relates to looking at strategic 
investments and setting up the environment in a way that 
would allow us to actually consolidate, simplify, integrate 
and then decommission. Part of that process, as I’ve 
said, has been underway for some time, but I think we’re 
uniquely positioned now to start actually implementing 
some of those initiatives under the operational efficiency 
umbrella, and the timing actually works over the next two 
years well for us. The preplanning aspect of this was a 
risk mitigation side of this equation and then the careful 
planning going forward over the next 24 months or so are 
very important to how we do this, and that would risk 
mitigate those kinds of changes. 

 

 
Vishal Shreedhar, National Bank Financial 
 
Okay, thanks for that. Just in terms of the costs that 
you’re segment out, will all the costs be separated out as 
you go through the quarters and implement these 
initiatives, or will there be some costs that you’re just 
going to have to incur in order to decommission these 
systems, maybe extra FTEs for a period of time or 
consulting costs or what have you?  

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Yes, it’s our intent through the costs that we would 
disclose you in the quarter, to give you some idea of 
where the costs are coming from, as Dean with done with 
some of the costs that we’ve incurred in 2019. So the 
best we can, we’ll try to layer it into bigger buckets for 
you so you can try to understand it better, if that’s what 
you mean. We’re not—you don’t want to go—I mean, 
there’s a depth to it that it’s not really giving you that 
much information, but we’ll do our best to try to say, 
these are the areas that we’ve invested in, in the quarter 
and what our one-time costs are. 

 

 
Vishal Shreedhar, National Bank Financial 
 
Okay, thanks a lot.  

 

 
Operator 
 
Thank you. Our next question is from Peter Sklar with 
BMO Capital Markets. Please go ahead. 

 

 
Peter Sklar, BMO Capital Markets 
 
Changing topics to other matters, can you talk a little bit 
about Helly Hansen? You had the very strong growth as 
you’ve shipped into your Canadian retail banners, but you 
indicated that your international sales were flat, so what’s 
going on there and what’s the strategy for Helly Hansen 
as it pertains to non-Canadian Tire customers?   

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Okay, I’ll start a bit, and Mahes is here too if he wants to 
kick in. Yes, the selling in Canada, I think Allan covered it 
very, very well. We’re extremely encouraged about the 
sell-in. Internationally Helly is performing exactly where 
we had expected them to perform with good growth rates 
in key markets, though on a comparison basis on a year-
over-year basis, Helly’s ordering pattern changed slightly, 
so more heavily weighted last year to Q3 versus Q4 this 
year. That’s just the nature of some of their customers, so 
that shifted a bit in terms of their international 
performance and it being flat. But the major markets, key 
markets, U.S. markets, etc. are all performing to 
expectation.  
 
I don’t know, Mahes, whether I’ve missed something you 
want to comment on, but go ahead. 

 

 
Mahes Wickramasinghe, Executive Vice President, 
International Chief Corporate Officer, Canadian Tire 
Corporation  
 
Yes, a big part of the year over year is related to the 
NOK, the Norwegian currency depreciation. Adjusted for 
that, you will see in constant currency (inaudible) you will 
see growth. In U.S. especially, we were very pleased at 
the level of growth in the U.S. market.  
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Peter Sklar, BMO Capital Markets 
 
Okay, and then the other thing too, changing topics, on 
Triangle you’re seeing a lot of growth in Triangle, both in 
subscribers to the loyalty program, number of 
transactions you’re collecting, a tremendous amount of 
data. Can you give us an update on what you’re doing 
with all of this data in terms of your assortment, in terms 
of targeted offers? I don’t recall seeing any targeted 
offers that I’ve received, so if we could have an update on 
what Canadian Tire is going with all this data. 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
Susan O’Brien is here and she knows 10 times more than 
the rest of us, so she’s going to handle this question for 
you. 

 

 
Susan O’Brien, Senior Vice President, Marketing, 
Canadian Tire Corporation  
 
Hey, it’s Susan. It’s a great question. Obviously I love that 
you pointed out the quality of the data we have. A 
number of initiatives happening on how we’re using that 
data. Number one, from a business perspective we’ve 
started to segment the data so we understand better who 
that customer is. We’ve been working with all of the 
business unit heads to help them identify who their 
customers are, and using our business tool called CAT, 
which is category analysis tool, we’ve been able to help 
them understand who is buying in the categories they 
compete in. From that perspective, they’re starting to be 
able to develop better assortments that could attract a 
customer maybe they don’t have in their categories 
today. 
 
Second, from a marketing perspective, we are using that 
data in a significant way to be able to personalize 
communications. I know you mentioned you didn’t get 
any, but we send out 5 million unique a week and we’re 
seeing a massive return on those investments. This 
year… 

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
 
My guess is you’ll get one next week.  

 

 

Susan O’Brien, Senior Vice President, Marketing, 
Canadian Tire Corporation 
 
So, we’re seeing an efficiency that we’ve never seen 
before in our personalized communications, we’ve 
doubled it in Q3. We went from four to one efficiency up 
to nine to one, so we’re really pleased about that. 
 
We’re also looking from a segmentation perspective at 
lifetime value of our customers, which we’ve never done 
in the past, and that’s going to enable us to, from a 
marketing perspective, be able to choose which customer 
groups are most interesting and profitable to us and then 
allocate our marketing investment against that.  
 
So a number of initiatives underway. We’re really pleased 
with the progress. I think we have a fantastic team in 
place, data science team helping us make way better 
decisions on our marketing investment, and as Allan 
pointed out, from an operational efficiency perspective 
this is helping us meaningfully use that marketing dollar 
better than we used to in the past. 

 

 
Allan MacDonald, Executive Vice President, Retail, 
Canadian Tire Corporation 
 
The only thing I’d add is at a summary level, Peter, the 
number of customers—you’re absolutely right in the set-
up of your question, the number of customers we’re 
attracting, I mean, we’re at 70 percent of households 
today, so that number can only get so big. But as Susan 
pointed out, we’re transitioning to one of our key priorities 
being how much we’re engaging these customers, share 
of wallet, how many categories they’re shopping, how 
many banners they’re shopping, how many visits we 
have and their average basket size. These are the 
metrics that are going to be transformational for us in the 
future, and this is how we’re going to be thinking about 
the business, so as Susan rightly pointed out, there’s a 
ton of stuff going on in here and we’ll continue to talk to 
you more about it in the coming quarters.  

 

 
Peter Sklar, BMO Capital Markets 
 
Okay, and Susan, I just didn’t understand you, something 
you talked about three to one growing to nine to one. I 
didn’t understand that. 

 

 
Susan O’Brien, Senior Vice President, Marketing, 
Canadian Tire Corporation 
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When we send out a personalized offer, because it is 
customer level, we’re able to do a holdback and we do on 
every offer, every week. We send out 5 million offers to 
our customers, we hold back a percentage of the 
customer base, and so we’re able to measure how much 
return did we get on that marketing investment. When we 
started the program, we were around four to one, that 
was sort of—you know, you spent a dollar to offer a 
customer something, you would get $4 back. We are 
now, based on using the data, developing really strong 
algorithms to predict what a customer might want, we’re 
able to make an offer that returns when we invest a dollar 
to communicate it, we get back $9.  

 

 
Peter Sklar, BMO Capital Markets 
 
And is that margins or sales? 

 

 
Susan O’Brien, Senior Vice President, Marketing, 
Canadian Tire Corporation 
 
Sales, we’re at sales. It’s sales, but obviously with the 
data we have today, we can start making decisions on 
which are the most profitable customers as well, so as we 
think even though search, to be able to pay to get 
customers to get to come to our website, we can now 
start to figure out which customers are more profitable 
than others. So, you can just see as time goes by, you 
start getting far more efficient, plus if it’s more 
personalized and customized for the customer, overall 
they’re going to be more engaged, as Allan said, and 
we’re going to get that flywheel effect of you know me 
better, therefore I come visit you more often, therefore I 
get more data and I can make them even better offers. 
It’s a great flywheel effect you get with using customer 
data. 

 

 
Peter Sklar, BMO Capital Markets 
 
Right, okay. Thank you. 

 

 
Operator 
 
Thank you. Our next question is from Patricia Baker with 
Scotiabank. Please go ahead.  

 

 
Patricia Baker, Scotiabank 
 

Yes, good morning everyone. Thank you for taking my 
questions. I want to come back to the operational 
efficiency, and I just want to understand a little bit better, 
Stephen or Allan, the process that you went through to 
get to that $200 million in cost savings. Did you 
benchmark your overall SG&A against other global 
retailers and come up with what you believe to be an 
optimal SG&A rate for the size of your business, or did it 
really come about as you’ve built up this one company 
and now that you’re at one company, you identified areas 
where you didn’t need to have duplication? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Hi Patricia, it’s Stephen. Greg Hicks has gone through 
this whole exercise and he’s biting at the bit to answer 
this one, so I’ll hand it off to Greg. 

 

 
Patricia Baker, Scotiabank 
 
Okay. 

 

 
Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
Yes, so Patricia, maybe I’ll try and give a little bit of 
deeper colour in terms of what we’ve been up to since 
the last call, over the course of the last 90 days. I’d start 
by saying that we’re trying to ensure from the outset that 
this is not a business as usual program, and for that 
reason we tried to ensure our approach delivered on this 
objective. We’re attempting to make this a transformative 
effort, an effort that involves the entire organization, so 
we’ve approached the assessment of the opportunity to 
run our business more efficiently in the manner in which 
we think an investor would.  
 
It’s important to note that we aren’t starting from scratch, 
like we’ve talked about. The last three months we’ve 
spent organizing our current activities into a coordinated 
program across the enterprise and engaging the 
leadership around where we’re going with our strategy 
and it’s enablement of a cross-company effort like this. 
 
So, concurrent to setting up the necessary coordination 
and tracking mechanisms, we have conducted very 
thorough benchmarks, to your point. We did that by 
function. We had outside assistance to help us do that, to 
benchmark across the worldwide industry, and that’s 
enabled both the trajectory and the full potential. I’d call 
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this work akin to an independent investor due diligence 
approach. This combined with the work we already have 
underway in key areas of the business, like IT and supply 
chain, gave us the confidence in disclosing the cost 
targets that we announced today.  
 
From there, we’ve subsequently set up a program 
structure with leadership throughout the organization by 
function to work at the opportunities from a bottom up 
standpoint, where to Stephen’s opening remarks, we now 
have hundreds of initiatives identified in size. Then over 
the course of the next many weeks, we’re going to look to 
develop an implementation road map that looks for 
unlock and looks horizontally across the business as 
opposed to vertically. We’ll work to properly sequence all 
the activities, we’ll map our dependencies, and develop a 
much better understanding of the sequencing of costs 
and benefits associated with the program. The 
organization has been fairly busy over the course of the 
last 90 days. 

 

 
Patricia Baker, Scotiabank 
 
Sounds like it, thanks a lot, Greg. Can I just ask how 
does this project, the size and scope of this project, 
compare to the multi-year productivity initiatives that 
you—that the Company was engaged in several years 
ago? 

 

 
Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
I mean, from my standpoint, it’s much more far reaching 
because we’re reaching across the entire organization. I 
think Stephen alluded to the fact that most of our work 
effort previously was focused on our COGS base with a 
lot of that traveling through CTR, and this is trying to 
punch every key on the keyboard in the P&L and it 
travels across the enterprise, so from that standpoint 
alone, I’d say it’s a much more involved work effort and, 
like we said, it involves the entire leadership of the 
organization. 

 

 
Patricia Baker, Scotiabank 
 
And Greg, I don’t want to put words in your mouth, but 
actually these are words that you said to me, and I just 
want to remind you. With this operational efficiency, I 
think you mentioned that at the end of the day, what you 
want to see is more of the top line dropping to the bottom 
line, and this is a big route to get there. 

 

 
Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
Yes, I think Stephen kind of hit on our objectives in terms 
of what we’re trying to accomplish. We want to make sure 
that when we come out of this, we have a better 
competitive framework as well, so I’d say those are the 
two big objectives. If we can deliver the types of returns 
we would expect to provide to our shareholders, but also 
ensure that this Company is set up effectively to compete 
going forward, I think we’ll all be extremely happy with the 
efforts that we’ve put forth. 

 

 
Patricia Baker, Scotiabank 
 
Okay, thank you very much. 

 

 
Operator 
 
Thank you. Our next question is from Keith Howlett with 
Desjardins Securities. Please go ahead.  

 

 
Keith Howlett, Desjardins Securities 
 
Yes, I had a question on the supply chain. In terms of 
your ecommerce fulfillment, can you discuss whether 
you’re looking at dedicated facilities for any of the 
banners, or is it all multi-purpose DCs supplemented by 
deliver from store? 

 

 
Iain Kennedy, Executive Vice President, Enterprise 
Technology and Supply Chain, Canadian Tire 
Corporation 
 
This is Iain Kennedy. Let me answer the question if I 
may, Keith. From an ecommerce perspective and a 
fulfillment perspective, we’re utilizing multi-capability 
distribution centres across the country in terms of how we 
handle that, so it’s actually an integrated part of the 
process flow we have for supply chain that uses 
enhanced material handling and data and analytics in 
terms of looking at regionalization of inventory and other 
things such as that, that essentially tunes the available 
inventory and the speed to delivery accordingly across 
the supply network. It’s very much core to what the 
supply chain team does today for bricks and mortar store 
replenishment, as well as quite frankly ecomm fulfillment 
as well. 
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Keith Howlett, Desjardins Securities 
 
Will there be a difference when you build the new Mark’s-
Sport Chek DC? 

 

 
Iain Kennedy, Executive Vice President, Enterprise 
Technology and Supply Chain, Canadian Tire 
Corporation 
 
Great question. You know, it’s one of those distribution 
centres that we are investing a little bit more in some 
level of automated material handling. That’s core to it just 
in terms of pick-pack unit of one in velocity, but at the 
same time the efficiency you gain within a distribution 
centre for ecomm fulfillment actually benefits bulk 
shipments that we would make to physical stores as well, 
and so the combination of the two actually has 
tremendous value and integrating them into the same 
facility is actually very beneficial as well. 
 
In addition, this particular DC is one that we’re 
consolidating eight distribution centres into one, and the 
utilization of technology and process flow efficiency in an 
effective way enables us to consolidate those eight into 
one and actually get cost savings and efficiency gain as a 
result of that, so it’s very powerful for us. 

 

 
Keith Howlett, Desjardins Securities 
 
Then just in terms of the—are there any learnings for the 
Canadian Tire network from the Mark’s FGL, or will it 
remain exclusively store to home for Canadian Tire? 

 

 
Stephen Wetmore, President, Chief Executive Officer, 
Canadian Tire Corporation 
 
Hi, it’s Stephen. Look, every one of our banners that 
we’re pushing hard benefits the rest of our banners. 
Scale in ecomm is extremely, extremely important, and 
what Iain just described as the scale of eight going into 
one and so therefore we have the scale heading out of 
one on an e-fulfillment basis, understanding how to fulfil 
orders and not split orders across the country is very, 
very, very important. Trying different methods of enticing 
customers to pay for certain freight costs, etc. is all very 
important with this too. The efficiency, though, of going 
across this country with the number of retail stores that 
we have, as we’ve always said, has given us a great, 
great advantage, so Canadian Tire retail itself is 

performing very, very well and so from that aspect of it, 
it’s not a pick cost related issue, it is really just getting 
more volume for freight costs as opposed to anything 
else. I think TJ and PJ with Mark’s and Sport Chek have 
some different issues in terms of picking and being able 
to pick from store and supplying from store, so the 
centralization of some of our e-fulfillment centres will 
benefit them tremendously, but this is going to an 
evolution.  
 
I would say that Canadian Tire retail at the moment is 
very efficient, actually, in what they do, and I think the 
rest of our organization we’re inefficient - I don’t know 
how else to describe it. We’re paying too much for pick 
costs, we haven’t got all our—the efficiencies lined up 
yet, and so many of those are part of our operational 
efficiency program and we’re working extremely, 
extremely hard at it. But, it will have a much—a greater 
beneficial effect on our margins on Mark’s and Sport 
Chek as we become more and more and more efficient. 
It’s difficult, but I think Sport Chek with TJ’s leadership is 
really leading the way and telling us things that work and 
things that don’t work, trying to be more efficient, etc. 
across the board. The new equipment that Iain is 
referencing will all help with the pick costs, and we’re 
investing a lot in freight efficiency, if you will, and Sport 
Chek is doing a tremendous amount of work for us on 
that side.  
 
Short answer is yes, but that gives you some colour as to 
how they affect each other. 

 

 
Keith Howlett, Desjardins Securities 
 
Thank you.  

 

 
Operator 
 
Thank you. Our next question is from Brian Morrison from 
TD Securities. Please go ahead. 

 

 
Brian Morrison, TD Securities 
 
Hi, good morning. Just a couple of housekeeping 
questions. Now that you have the completion of the 
acquisition of Party City now complete, how should we 
think of the integration and the timing of its presence 
within the dealer stores? 
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Greg Hicks, President, Canadian Tire Retail, 
Canadian Tire Corporation 
 
Brian, it’s Greg. The deal closed, as we talked about, 
October 1, so we’ve been very busy getting to know the 
team members up here in Canada, visiting the stores, all 
those traditional things you would expect, and planning a 
category launch into Canadian Tire stores for 2020. We 
think that we can have a meaningful presence in a large 
number of stores as we head towards Q3, not a full 
assortment but akin to the way we would do a regular 
category reset, where we’re getting into a category we 
believe that there’s opportunity for us to shoehorn a 
pretty good presentation of a part assortment into the 
majority of our Canadian Tire stores and make that our 
201st category.  
 
That’s what we’re working towards, so you can expect to 
see sprinkles of product, more product and item focus 
over the course of the next six months. We’re launching a 
couple of New Year’s Eve celebration SKUs into the 
network as a first fast step, but seeing the category show 
up more materially in stores as we move towards Q3 of 
next year.  

 

 
Brian Morrison, TD Securities 
 
Okay, thank you. Then just from a capital allocation 
perspective, I’m trying to understand the disclosure or the 
reasoning for Capex to be towards the lower end of the 
range this year, and also the limited participation in the 
NCIB in the quarter.  

 

 
Dean McCann, Executive Vice President, Chief 
Financial Officer, Canadian Tire Corporation 
 
Brian, it’s Dean. On the first part with respect to the 
Capex, I think we highlighted that it really just comes 
down to planning of real estate projects, which we’d like 
them all to be perfectly scheduled but it doesn’t quite 
work out that way. There’s an incredible diligence that the 
retail guys go through in combination with the real estate 
team around each project and what we expect in terms of 
returns out of that, so that kind of discipline, I think is a 
very, very good thing and has been practiced in this 
organization for a long time, and it does lead sometimes 
to taking a bit more time in terms of executing against 
any of the projects. 
 
On the NCIB, the $300 million to $400 million, we said 
$300 million to $400 million, I think we ended up just 
south of $320 million, something like that. We’ve re-
upped and put a target in place of 350, so we would start 

to execute against that. I think we want to be very 
targeted in terms of, as I say, executing against that 
program, and we still view very strongly that the valuation 
of our stock is well undervalued in terms of what we see, 
and we’ll act accordingly over the course of 2020, 
through 2020. 

 

 
Brian Morrison, TD Securities 
 
Thanks Dean. 

 

 
Operator 
 
Thank you. This was our last question. This concludes 
today’s conference call. A webcast of the conference call 
will be archived on Canadian Tire Corporation Limited’s 
Investor Relations website for 12 months. Please contact 
Investor Relations if there are follow-up questions 
regarding today’s call or the materials provided. 
 
You may now disconnect.  

 

 
 


