
MARCH 1996

National
Economic

Trends
Seasonal Movements in 
Prices and Quantities

If you look carefully at the fine print attached to 
the charts and tables in this publication, you will notice 
that most of them note that the data have been seasonally 
adjusted. This means that the effects of circumstances 
that repeat themselves annually-like the four seasons 
of the year or holidays-are eliminated from the data. 
The seasonal factors that are removed often affect 
either demand or supply, but rarely both. Christmas 
increases the demand for toys, April 15 increases the 
demand for tax preparation software, growing seasons 
affect the supply of produce and winter increases the 
demand for heating oil.

The chart below shows the seasonal variation in the 
retail sales of home fuel oil from 1967 through 1995, 
measured as percentage differences from the sales of 
an average month. As expected, sales increase sharply 
during the cold winter months and decrease during 
the warmer months, averaging 60 percent higher 
in January and 40 percent lower in July. Given 
these large variations in the sales of heating oil, 
one might expect correspondingly large fluctuations 
in its price. The chart also shows the seasonal 
variation in the housing fuel oil component of the 
consumer price index, calculated in the same way. 
Like sales, heating oil prices change seasonally; 
consumers pay a higher price during the winter 
months than they do during the summer months.
The patterns of seasonal variation in prices and 
quantities are similar, but the sizes of the varia
tion differ dramatically. Unlike sales, the price 
of heating oil is relatively stable, fluctuating less 
than 5 percent from peak to trough.

So why does the price of heating oil vary less

during the year than sales? A simple, static supply 
and demand analysis would conclude that the supply 
curve is very flat. However, such an elementary analysis 
does not acknowledge that current prices may affect 
a firm’s economic position in the future, so a firm’s 
long-run profit maximizing price may not necessarily 
respond to frequent, predictable fluctuations in demand. 
Heating oil is storable and its carrying costs are likely 
to be small, so if retailers increase their prices too 
much during the winter, others may buy oil when its 
price is low and undercut the retailers’ prices during 
the winter.

In contrast, casual observation of produce prices 
indicates those prices fluctuate significantly during the 
year. Still, goods with large seasonal price fluctuations 
probably comprise a small fraction of total consumer 
goods because the broader measures of prices, such as 
the consumer price index for commodities, show very 
little seasonal fluctuation.

—Peter Yoo
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