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Gift Cards & Retailers – Do You Know What They Know?
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Gift cards can make great presents – they offer convenience for the purchaser and a range of great choices for the recipient. Overall, the gift card market in Canada is estimated to be worth about $6 billion dollars, so it’s clear that they’re a popular choice with shoppers, but they are also extremely popular with retailers. 

So, what do retailers know that you should be aware of before buying gift cards for your loved ones this holiday season? 

Retailers love gift cards because they know how profitable they are. Specifically, they know that shopping behaviour changes – in their favour – when it comes to gift cards. Consumers spend more on gift cards than any other type of gift and this has an impact on both your and your recipient’s budgets! 

 There are three important facts that you need to be aware of: 

1. Spend now, spend more later.
Gift card recipients in Canada spend 40% more than the original value of the card. So, for a gift card worth $50, most Canadians are likely to spend approximately $70. 

2. It can be like giving free money to a retailer.
According to the Consumer Association of Canada, 40% of the gift cards purchased are expected to go unredeemed. For example, according to its financial disclosures in 2006, Best Buy raked in $43 million in unredeemed gift cards. 

3. Retailers can make more of a profit from gift cards.
[image: image1.wmf]The average card denomination in Canada is $50, meaning great profits for retailers . It also means that we can lose sight of our budgets, spending more on gift cards than we do on other types of holiday gifts. 

So, before you rush out to fill your stockings with gift cards this holiday season, follow the steps below to ensure that you aren’t wasting your – or your recipient’s – money: 

1. Be mindful of your recipient’s budget.
As most of us spend more than was given, is it really a gift or just a promissory note to spend more money? Is there a better item that you can think of for your loved ones that won’t tempt them into simply spending more money? 

2. Ensure it will be used.
As many gift cards go unused, are you certain that your loved one will want this gift? Is there a larger item that they want that your gift card can contribute to? Are you certain of their favourite stores and restaurants where a card is more likely to be used? Make a shopping list before you hit the mall so that you are confident in getting those perfect gifts for your friends and family. And if you do buy a gift card, ensure that there is no expiry date on it. Many provinces like Ontario now prohibit expiry dates on gift cards . For exceptions to the rules on gift cards, please see gift card rules. 

3. Don’t overspend.
Make a budget for each person on your list before you decide what to purchase for them. If a gift card is the right choice, this article will tell you how much to load onto the card. 

Giving during the holiday season is a generous and rewarding experience. Gift cards can be a great gift to give, but like anything, planning ahead will ensure that your kindness and money are well spent this holiday season. 

Questions: 

1) How much is the gift card market said to be worth overall in Canada?

2) What percent do gift card holders generally spend over the amount of the gift card received?

3) Generally, what percent of gift cards go unredeemed?

4) What is the average card denomination in Canada?
5) Explain the three steps you should follow when purchasing a gift card for a loved one.

6) [image: image2.wmf]What is the best advice when purchasing gift card?
