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Retail Trade: Review and Outlook
The American public spent more money at retail 

stores in the past eighteen months, and received a 
larger volume of goods in return, than in any sim
ilar period since the first retail transaction took 
place in this country. As a result of this outpour
ing of dollars in exchange for goods, retail sales 
volume in 1946 totaled $97 billion, more than in 
any previous year in history. But even this record 
is being surpassed in 1947. Through May, con
sumer purchases at retail stores were at an annual 
rate of $113 billion or almost 16 per cent more than 
last year. Sales of durable goods, which have re
turned to dealers' shelves in increasing quantities, 
were 41 per cent ahead of 1946 while the dollar 
volume of nondurable sales was 11 per cent larger 
than in the first five months of last year.

In the past few weeks, however, the margin over 
1946 has tended to narrow, both in terms of value 
of sales and of physical volume. Currently, almost 
all the increase in dollar volume over a year earlier 
reflects higher prices. In terms of dollars, 1947 
sales gains over like months in 1946 probably will 
continue to narrow as the year advances, and in 
terms of physical volume may even be reversed. 
Nevertheless for the whole year 1947 dollar sales 
should be well above 1946 and unit volume as high 
or slightly higher than last year.

The record of retail trade since early 1946 is at 
once a reflection of, as well as a contributing factor 
to, the highest level of economic activity this 
country has ever experienced under peacetime con
ditions. Essentially, the fact that consumers since 
the war have spent a larger amount of money in 
retail establishments than ever before in history

results from the tremendous current demand plus 
the war-created backlog of demand for all types of 
goods. This potential demand, despite price in
creases, has been backed up by purchasing power 
sufficient to translate it into effective demand. This 
in itself is a reflection of the fact that employ
ment and income since the war have been main
tained at levels substantially higher than ever be
fore in peacetime years. Income payments, which 
in the first quarter of last year were at an annual 
rate of $157 billion, climbed to an estimated $170 
billion average in the first half of 1947, and in May 
were at an annual rate of $178 billion. In addition 
to high current income, consumers have had at 
their disposal past savings and abundant credit. 
As a result, people have more spending money than 
ever before and the sales figures are ample evidence 
that they are spending it.

Striking as the trend of retail sales volume has 
been during the past eighteen months, the growth 
in dollar volume was only one of a number of im
portant developments in retail trade in this period. 
Of primary significance, particularly with respect 
to longer-term implications for sales volume, is the 
fact that after the wartime interruption the prewar 
relationship between sales and disposable income 
is becoming re-established. During the war years, 
retail sales rose steadily as measured in terms of 
dollar value. However, the rate of increase was 
not as great as the gain in disposable income, or 
the amount of money consumers as a whole had left 
after taxes. Thus, retail sales in 1944 represented 
only 51 per cent of total disposable income as com
pared with 63 per cent in 1941.
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Since the end of the war, however, the prewar 
relationship of spending to income has become re
established. In 1946 consumer spending at retail 
stores was slightly above the 1941 rate. In the first 
half of 1947 this ratio registered little change from 
the preceding year.

The chief reasons for the decline in the ratio of 
retail sales to the amount of money consumers had 
to spend during the war were that goods were not 
available in sufficient quantity and that prices were 
controlled. Production of many consumers* goods 
was curtailed and output of some items was halted 
entirely. Particularly was this true of certain dur
ables such as automobiles, refrigerators and stoves.

In addition to the war-enforced shortages of 
many items that tended to restrict the expansion of 
consumer buying, retail dollar volume was also held 
in check by rationing and price controls that were 
in effect during the war period. With the lifting of 
rationing controls on most items after the end of 
the war and the virtual abandonment of price regu
lations in mid-1946, retail sales increased more than 
seasonally through the end of 1946.

During the first half of 1947, as noted, dollar 
volume of retail trade has continued to rise. It has 
shown, however, smaller month-to-month changes 
than the gains recorded in the immediate postwar 
period. For example, March, 1947, marked the first 
month in more than a year that sales at durable 
goods stores did not better the usual seasonal per
formance. For some time it has been apparent that 
sales of so-called luxury lines have been impaired 
by the higher cost of basic living necessities even 
though retailers have been offering more complete 
lines of merchandise. In the soft-goods line, 
women’s apparel stores have afforded an example 
of lower sales volume.

A. second important development in retail trade 
in recent months has been the reappearance of 
normal seasonal sales patterns in many lines of 
goods. For example, the traditional post-holiday 
clearance sales and special sales events once more 
are being utilized to sustain sales volume and to 
clear unseasonal merchandise f r o m  retailers’ 
shelves.

Finally, the rising volume of sales since early last 
year has reflected the steadily increasing supply of 
cdnsumers' goods. As a result, the sellers’ market, 
which characterized retail trade during the war
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period and was still dominant in 1946, has begun 
to change to a limited buyers’ market and consumers 
are able to exercise some degree of choice between 
styles and price ranges in some lines. At the end of 
the war all retailers were combating unfavorably 
low stocks-sales ratios. Today there are increasing 
signs that inventory accumulation in many lines 
has reached the point where retailers are buying 
goods more cautiously. The list of products which 
are hard to obtain is shrinking, although the major 
durable items are still in short supply and are ex
pected to be the last to become plentiful. In non
durables, some lines and types of men’s wear have 
not yet been produced in sufficient quantity to sat
isfy demand. Style changes in women’s wear have 
resulted in some lines of women’s accessories be
coming outmoded.

In the first half of 1946, sales at nondurable 
stores were at an annual rate of $75 billion, 20 per 
cent larger than in the previous year. The annual 
rate of $85 billion reached in the second half of 
the year chiefly reflected sharply increased prices. 
Total durable goods sales amounted to $19 billion 
during 1946—about two-thirds greater than in 1945 
and well above those in 1941.

As a result of shortages of durables during the 
war, consumer spending spilled over into nondur
ables. In the early postwar period nondurable sales 
gains have partly reflected transitory factors such 
as very heavy purchases of clothing by returned 
service personnel, lack of lower-priced goods which 
forced buying of higher-priced lines, and a decline 
in the rate of savings. It is important to note, how
ever, that so far the heavy buying at nondurables 
stores has not yet fallen off to any significant 
degree.

A comparison of sales by lines of trade shows 
many contrasting developments in the trends 
among the durable and nondurable goods lines. 
Women’s apparel stores experienced a greatly in
creased volume of sales during the war years and 
registered an even higher volume during most of 
1946. At the end of the year and during the first 
half of 1947, sales gains over the previous year 
were halted, at least temporarily, by the availability 
of other wanted merchandise and consumer insist
ence on different styling and better grades of goods.

Sales at men’s wear stores during the war period 
experienced a considerably smaller gain in total 
volume than occurred in women’s stores. With the
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return of servicemen to civilian life, sales at men’s 
stores increased sharply. However, late in 1946 it 
became apparent that the rate of increase was de
clining and in the first half of 1947 the monthly 
gains continued to slacken.

A somewhat different picture was recorded in 
department store sales. In the first half of 1946, 
just as during the war years, department stores 
expanded their total sales by means of soft goods; 
hard goods, of course, could not be sold in any 
volume. With the slackening in demand for soft 
goods, especially higher-priced and luxury items, 
the increased availability of consumer durables 
offset the threatened lower sales volume.

The backlog of demand plus establishment of 
new households kept home-furnishing sales moving 
at a rapid pace throughout 1946 and the first half 
of 1947. While goods steadily became more avail
able, sales volume continued to be limited to some 
extent by supply of merchandise.

Jewelry store sales, in sharply increased volume 
during the war years, were virtually the only dur
ables line to experience a decline in sales during 
the latter part of 1946 and first half of 1947. Gen
eral price rises coupled with the increased avail
ability of more essential goods cut into the luxury 
jewelry trade.

In the remaining durable goods stores, varia
tions of sales volume were effected primarily by 
condition of supply. In light of the tremendous 
backlog for most of the major consumer durables, 
prices apparently were no deterrent to sales.

EIGHTH DISTRICT TRADE IN 1946 AND 1947

Retail merchants in the Eighth District have had 
experience similar to that of their fellow merchants 
throughout the United States. As in the nation,
1946 dollar volume of sales in this district reached 
new highs, and 1947 is running well ahead of 1946.

The high level of income attained during the war 
years probably has been held better in the district 
than in the nation. Since the district traditionally 
has depended to a large degree on agricultural in
come, Eighth District per capita income has been 
affected very favorably by the increased prices 
farmers have received. Nonagricultural employ
ment is very high also; nonfarm activity has in
creased sharply in this area.

Department Stores—At department stores in this 
district, the dollar volume of sales during 1946

amounted to about $400 million and might have 
been even larger had the supply of goods been more 
adequate. For the first six months of 1947 dollar 
sales averaged 8 per cent more than in the like 
period of 1946.

Department stores normally depend primarily on 
the sale of women’s apparel, men’s wear, and other 
lines of soft goods for a major share of their total 
volume. As was noted earlier, department store 
sales gains in wartime were based mainly on the 
fact that they handled the more plentiful soft goods 
lines in substantially larger volume. Currently, the 
fact that they also handle hard goods has main
tained sales gains for them. In 1941, for example, 
18 per cent of their total sales were accounted for 
by home furnishings. In 1944, this percentage 
dropped to 14. Presently, hard goods account for a 
significantly larger portion— 19 per cent in 1946 and 
an estimated 21 per cent for 1947. With the in
creased supply of major household appliances in the 
latter part of 1946, dollar sales of home furnishings 
for the year were more than double those of 1941. 
In 1947, sales of such items seem likely to triple 
the 1941 volume.

In the soft lines, men’s and women’s clothing in 
1946, also doubled the 1941 volume, but so far in
1947 are little above this level. In the latter part 
of last year and continuing into 1947 sales of luxury

INDEXES OF EIGHTH DISTRICT DEPARTMENT STORE
SALES AND STOCKS

ADJUSTED FOR SEASONAL VARIATION
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goods — furs, silverware, jewelry and the like — 
slackened considerably, partly reflecting consumer 
uncertainty over the removal of the Federal excise 
tax.

The general movement of department store sales 
in the past eighteen months has been fairly similar 
in all major cities of the Eighth District. Fort 
Smith and Little Rock, Arkansas; Memphis, Ten
nessee; and Springfield, Missouri, however, have 
lagged behind the average increase for the district. 
On a seasonally adjusted basis, department store 
sales for the district as a whole in 1947 have re
mained at about the same level as in the latter half 
of 1946. Sales (adjusted) peaked during August,
1946, at Louisville, Kentucky; Memphis, Tennes
see; and Little Rock, Arkansas. The volume of 
sales at St. Louis during August, 1946, the highest 
point previously reached, was bettered in Novem
ber, 1946.

In terms of dollars, total inventories at depart
ment stores are reverting to more normal (prewar) 
stocks-sales ratios. However, some lines may 
never return to the prewar ratio due to more effici
ent merchandising methods born of wartime short
ages. Ratio of present value of inventory to sales 
at department stores is approximately equivalent to 
that of prewar years. As in the case of total 
department store sales, however, over-all inventory 
figures conceal the lack of balance between the var
ious lines of merchandise within the store.

Low stocks-sales ratios continue to exist in some 
lines where production is at an all-time high, due 
to the seemingly endless demand. For example, 
although most of the major manufacturers of 
household appliances are producing far more units 
than in prewar times, the change from an under- 
to over-supply of major appliances, originally fore
cast by some to come late in 1946, has not yet 
materialized. However, in some lines of minor 
durables, supply has come into, balance with de
mand, and in a few, over-supply exists. Retail 
inventories of some small electrical items have in
creased uncomfortably.

In some lines of soft goods, particularly men's 
suits, there are shortages of certain sizes and styles 
despite the fact that total production is high. In 
addition an unbalanced condition exists between de
mand and supply of known brands as compared 
with demand and supply of unknown brands of 
goods. Unseasonal weather in the past few months 
also has aggravated unbalanced inventories.

Apparel Stores—At women’s apparel stores in 
this district, sales experience was like that in the 
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comparable divisions of department stores in the 
early postwar months. Sales at both were in large 
dollar and unit volume. Women’s apparel stores, 
however, seem to be more sensitive to market con
ditions than the like department store divisions. 
Sales volume registered large year-to-year gains 
during the first part of 1946, but in the latter part of 
the year the gains narrowed. During the first part 
of 1947, sales volume has been virtually unchanged 
from the same months last year. Keener considera
tion of the price and quality of merchandise, un
seasonal weather, and as yet untried style changes 
have had a limiting effect on total volume. Sales 
of women’s accessories have been limited by the in
ability of some accessory manufacturers to catch 
up with changing styles.

During 1946, women’s wear inventories rose very 
sharply in some lines. With sales failing to regis
ter anticipated gains the overstocking resulted in 
extensive price reductions, particularly in low- 
priced and inferior quality lines of goods. Dollar 
value of inventories at women’s wear stores showed 
little change in the first half of 1947 as compared 
to the same period a year earlier. In general, in
ventories at women’s stores (in terms of value) are 
beginning to reflect the end of the sellers’ market. 
Women’s store buyers recently have been able 
to shop for style, quality, and quantity of merchan
dise.

The volume of sales at men’s wear stores since 
the end of the war has been very large. In terms 
of dollars, sales doubled those of prewar years. Some 
of the increase in demand, however, reflected tem
porary factors and by the end of 1946 some indica
tions of a slackening in demand became apparent. 
While men’s wear stores are not as affected by 
style changes as women’s apparel shops, they are 
just as sensitive to market conditions. Consider
able resistance on the part of the consumer to in
ferior quality, high-priced goods has been encount
ered. One other limiting factor on total sales 
volume has been the shortage of certain styles and 
lines of apparel coupled with unseasonal deliveries 
of some types of the major items of men’s apparel. 
In terms of value, inventories at men’s wear stores 
on June 30 were one-third greater than those held 
last year.

Furniture and Appliance Stores— In the durables 
group of reporting stores, the volume of sales at 
furniture stores and household appliance stores has 
been booming since the beginning of the flow of 
goods from the reconverted durable goods indus
tries. Sales of district furniture stores held close to 
the prewar level during the war years. At the end
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of the war, previously missing household durables 
began to reach the consumers' market in increasing 
quantities and the backlog of demand has been 
such as to skyrocket sales. Actually, sales volume 
has been limited by supply of goods. Some signs 
of more selective buying by consumers have become 
evident recently, but have not appreciably affected 
volume. Inventories in terms of value were about 
two-thirds greater for the first half of 1947 than for 
the comparable period last year.

Total home-furnishing inventory figures, while 
in fair balance with regard to anticipated sales, 
conceal an unbalanced picture as between lines of 
merchandise. Popular priced lines of certain types 
of furniture have not yet been produced in suffici
ent volume to satisfy demand. The major electric 
durables, with production at peak levels, are still 
in short supply and hard and soft floor coverings 
are in inadequate volume. Wartime-produced 
goods, in some cases foreign to normal furniture 
retailing, have been moved from the merchants’ 
storerooms. Quality of home furnishings has been 
greatly improved and some very real “ hidden” price 
reductions have been accomplished by this increase 
in quality.

Jewelry Stores—Jewelry s t o r e s  registered a 
sharply increasing level of sales during the war 
years. Merchandise was in fairly adequate supply 
and demand was heavy for costume jewelry, glass
ware, and general gift lines. For some time it has
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been apparent that jewelry store sales volume had 
been adversely affected by the increased cost of 
basic living necessities. One other limiting factor 
in total jewelry store sales is the excise tax. In
ventories at jewelry stores, not affected to the ex
tent of other durable goods stores during the war 
period, were in fair balance on June 30 with the 
exception of a few lines of goods.

THE OUTLOOK
The future of retail sales over the next year— 

that is, through mid-1948— is a key question in the 
economic outlook. The sales level will depend, of 
course, upon two major factors—the volume of 
purchasing power in the hands of the consuming 
public and the people's decisions as to its disposal.

In connection with the amount of purchasing 
power two points should be made. First, as long 
as current activity remains high current income 
should remain high, and it is current income which 
supplies the great bulk of buying power. Here it 
should be noted, however, that income in the aggre
gate can be high and still be badly distributed, so 
that the people who want goods and services are 
unable to purchase as much as they want while 
those with adequate means satisfy their demands 
with less than the funds they have at hand. Such 
a situation tends to limit effective demand and hold 
down the level of activity. This is where the dan
ger of sharp price rises lies—it tends to result in 
maldistribution of income. Furthermore, as prices 
rise, buying, of necessity, focuses more and more 
on basic items such as food and shelter and demand 
for other items slackens.

The second point is that high current incomes 
constitute now a more important segment of total 
purchasing power than they did at the end of the 
war. The most recent Federal Reserve survey of 
liquid assets indicates a growing concentration of 
such assets in the higher income groups, which 
means simply that for a large segment of the popu
lation wartime savings no longer are a factor in 
buying power. The extent to which the increased 
use of consumer credit will add to current buying 
power of these people remains to be seen.

As far as the public's decisions as to spending are 
concerned one important point was made earlier. 
Basic necessities must be purchased and the more 
purchasing power such items siphon off, the less 
will be available for other goods. General price 
rises, without attendant rises in income of the 
mass of consumers, would lead to such a situation.

To get the reaction of the various retailers who 
report regularly to this bank, a number of them
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were asked to give their opinions of the outlook 
for sales and prices of the lines they handled and 
what policies they were following in the light 
of their anticipations.

In general, the retailers contacted expect for the 
last half of 1947 higher sales than in the last half 
of 1946, although the year-to-year increase is esti
mated at less than took place in the first half of
1947. For the first half of 1948 they expect the 
sales gains over the comparable period a year 
earlier to narrow still further and in many cases 
they anticipate dollar sales to decline from a year 
earlier. By and large, retailers in the bigger cities 
of the district are more optimistic in their outlook 
than those in the smaller cities, a position easily 
understandable since so far in 1947 larger sales 
increases over the comparable period a year earlier 
have been reported in the major cities than in the 
minor urban areas.

The notable exception to the foregoing is in the 
hard goods lines, particularly the appliance re
tailers, where sales gains of astonishing magnitude 
are forecast for the last half of 1947 relative to the 
last half of 1946. Appliance dealers apparently 
still expect sales to be limited to some extent by 
supply of goods throughout the balance of this 
year.

In line with their belief about sales performance, 
most retailers expect the prices of goods they buy 
and the prices of goods they sell to hold about 
constant for the last half of 1947. Declines are an
ticipated for the first half of 1948 but the price 
decreases which are expected are relatively small, 
averaging perhaps 10 per cent. Again, hard goods 
dealers’ opinions vary from the average in that 
many of them expect further price advances in the 
last half of 1947 to be followed by a decline in the 
first half of 1948.

Practically all stores report instances of consumer 
resistance but, by and large, such consumer resist
ance seems to be manifested in objections to quality 
of goods, style, etc., and not to the actual amount 
of money required for a particular item. As a 
matter of fact the general feeling seems to be that 
consumers would object little to present money 
prices if quality and styling improved. There were 
few instances where retailers felt that lack of pur
chasing power was keeping consumers out of their 
stores and such cases as were noted related pri
marily to luxury items.

Thus, according to the retailer, the consuming 
public apparently has enough money to hold sales 
at very high levels but such resistance as is evident 
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is likely to bring prices down to some extent, and 
the decline in dollar sales volume will reflect, almost 
completely, a decline in prices. In these retailers’ 
opinions buying will continue if the types of goods 
consumers wish to buy are made available.

Eighth District retailers have adopted a much 
more cautious attitude toward inventories and 
orders. As noted earlier, inventories are still out 
of balance and it should ,be stressed that such lack 
of balance reflects overages in certain lines as well 
as shortages in others. To move out lines that are 
overstocked in terms of anticipated sales levels, 
prices have been and are being sliced, special sales 
events are becoming more common, and in general 
considerable effort is being devoted to bringing 
stocks into better balance.

Furthermore, outstanding orders have been 
slashed severely and many stores are now pursuing 
a policy of ordering far less than anticipated needs, 
rather than purchasing any and every item that is 
offered them. For example, at district department 
stores the dollar value of outstanding orders is 
about one-third what it was this time last year. If 
sales hold at the present levels such cautious buy
ing could place stores in the embarrassing position 
of running short on merchandise for which their 
customers were clamoring.

Finally, it might be noted that unusual borrowing 
from banks to finance inventory is uncommon at 
Eighth District retail stores. Traditional borrow
ers for this purpose are using bank credit as they 
always have, and since goods costs are higher more 
dollars are being borrowed. The relative propor
tion of inventory so financed, however, is not much 
different from the prewar amount. Many retailers 
are buying goods completely with cash or by means 
of trade payables.

In summary, then, it might be said that the out
look for retail trade in this area seems fundament
ally good. For the balance of 1947 sales should 
continue above the like period of 1946 but with the 
gains narrowing. In 1948, the dollar volume of 
sales may decline somewhat but would still be at an 
extremely high level. This view, of course, pre
supposes that income will remain high, that prices 
will show relatively little change for the rest of 
this year and decline somewhat in 1948.

Despite the general feeling of optimism, how
ever, cautious buying policies are being followed 
by retailers so that if the anticipated sales levels 
are not reached a minimum of trouble with inven
tory acquired at high cost will result.

Alfred C. Kearschner.
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