
The N ew  Furniture Store Stocks Index
Probably few things have caused furniture dealers more 
sleepless nights during recent years than have their in
ventories. Any retailer knows that when his stocks get 
out of line with his sales, danger—if not disaster—may 
be impending. Furniture store operators have more at 
stake in inventory decisions than many other retailers. 
The ratio of their stocks to sales is subject to extreme 
fluctuations and they generally keep a larger stock of 
goods on hand for each dollar of sales than do other re
tail outlets, such as department stores.

Many persons other than furniture store operators 
themselves, however, are concerned with retail furniture 
stocks levels. Furniture manufacturers and wholesalers and 
even bankers are aware of the effects of retail inventory 
movements upon their businesses. Also, inventories must 
be considered if business predictions are to be more than 
pure crystal gazing.

For all these persons a new index based on the esti
mated total stocks of all furniture stores in the Sixth 
Federal Reserve District is now available. Each month 
this Bank receives reports on sales, stocks, and credit 
items from 148 cooperating stores throughout the Dis
trict. Total stocks for all furniture stores are estimated 
by applying the ratio of stocks to sales at those stores 
reporting both sales and stocks to estimated sales at all 
stores. Sales estimates are derived from the furniture 
store sales index described in the December 1952 issue 
of this Review. In the new index, stocks each month 
are expressed as a percentage of the average stocks held 
by furniture stores in the years 1947, 1948, and 1949.

Inventories of furniture stores tend to vary during each 
year in a regular pattern. In March and April, for 
example, stocks increase as merchants prepare for spring 
and summer sales. Then, after a decline during the sum
mer months, they rise again in the fall when retailers 
make ready for the Christmas sales. Unless the influence 
of these seasonal changes is taken into account when 
using the index, it is difficult to identify other changes 
in the inventory levels. That is, if the unadjusted stocks 
index increases from March to April, only one who is ac
quainted with the industry would know whether the increase
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was larger or smaller than the normal seasonal change. 
To avoid such confusion the expected seasonal changes 
are removed by the usual Federal Reserve procedure.

The seasonally adjusted index should prove a much 
better tool than the percentage changes in inventories, 
which were previously the only data available on furniture 
store stocks. By using the adjusted index, for example, 
the stocks level in any month can be easily compared with 
that of any other month. Both the adjusted and unadjusted 
index will be published regularly in the Monthly Furniture 
Store Release and the Monthly Review of this Bank. Addi
tional details of computation and monthly values of the 
two indexes back through 1942 can be obtained by writing 
to the Research Department of this Bank.
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Comparison of the seasonally adjusted stocks index 
with the sales index shows the extent of furniture store 
inventory problems since Korea. When the war started 
in June 1950, consumers and furniture store operators 
remembered the shortages and high prices in previous war 
periods and went on buying sprees. Unfortunately for 
the furniture stores, customers quickly cut their spending 
back to previous levels and the stores were left with 
stocks that were at an all-time high in April 1951.

In the next thirteen months furniture stores cut their 
inventories almost continuously. Then in May 1952 credit 
controls were removed and sales prospects seemed to 
improve. Stocks increased again and have trended upward 
ever since. Sales, however, have shown a declining trend 
since their upward spurt in May and June of 1952.

With sales and stocks continuing to diverge, furniture 
store spokesmen feel that another adjustment in stocks is 
nearing. District furniture store sales in the first 11 
months of 1953 were 6 percent below last year’s, and 
merchants have been looking to December as the month 
when they will clear their floors for the new spring mer
chandise. Whatever the inventory adjustments turn out 
to be, the new furniture store stocks index will help to 
provide a clearer picture of the situation.

John S. Curtiss
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