
I
t doesn’t take an Ivy League economist to 
explain what happens when consumers 
have more money in their pockets, their 
homes’ values increase and they are more 
confident about their employment pros-

pects and generally comfortable with the state of 
the economy overall. They spend more money.

Such has been the case so far in 2015 as home 
values headed up, unemployment continued to 
move down and other positive factors came into 
play that made average consumers feel a bit more 
comfortable opening their wallets.

Of course what they did once their wallets were 
open is also important, and this year consumers 
showed their willingness to once again spend 
money to improve and maintain their homes.

When the year settles out, the North American 
Retail Hardware Association (NRHA) is predict-
ing that these favorable economic factors should 
translate to an increase of about 4.9 percent in 
home improvement retail sales for 2015.

The increase will bring the overall sales volume 
for the industry up to $338.6 billion this year. 

This growth continues to outpace inflation 
and gives a strong indication that consumers 
have shaken off the recessionary shell shock and 
returned to more normal spending patterns on 
home improvement goods and services.

2015’s Recipe for Growth
We just made the recipe for growth in home 

improvement sales seem rather simple, but there 
are actually many factors that affect whether or not 
the market will expand. And while home improve-
ment sales have seen measured growth for the past 
several years, 2015 felt like the first year all of 
these factors aligned.

Let’s face it; even though 2014 saw many of 
the same economic factors come into play that 

we have seen this year, consumers were still 
very wary about whether these conditions were 
tenable. This uneasiness appears to have waned 
in 2015 and can be attributed to several things. 

First, consumer confidence was buoyed 
throughout the year by growth in the job market. 
Though the job market had expanded in  
previous, post-recessionary years, unemploy-
ment remained high enough that consumers 
were still cautious when it came to hopes for 
sustained stability.  

Throughout 2015, we saw the unemployment 
rate drop from 5.7 percent in January down to 
5.0 percent in October1, the lowest rate since 
April 2008.

This rate not only represents the lowest 
unemployment in nearly 90 months, but it 
is also much more in line with the rates the 
economy was posting in the four years leading 
up to the recession, when home improvement 
sales and growth were running at their strongest 
rate this decade. 

Next, 2015 also represented the first time in 
years that consistently good news was coming out 
of the housing market. 

Historically, housing activity serves as an 
extremely accurate leading indicator for home 
improvement growth, especially when you look 
at the areas of housing starts, existing home sales 
and home prices. 

In 2014 and 2015, all three of these measures 
produced strong growth.

Existing-home sales throughout 2015 are up 
8.8 percent over 20142. By September,  
housing starts were at nearly an eight-year high 
of 1.2 million3.

Perhaps most notably, the median existing 
home price was up 6.1 percent year over 
year through September2. As prices increase, 
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HOMe CeNters LBM OutLets
Home centers thrived in 2014, with year-over-year 

same-store sales increasing by nearly 12.5 percent*. 
Sales volume per store also had a positive increase, 

ending 2013’s record of the lowest sales volume since 2000 
($3,164,772 in 2014 vs. $2,662,633 in 2013). In harmony with 
the increase in sales volume per store, home centers’ average 
transaction size grew by $1 in 2014 ($42 in 2014 vs. $41 
in 2013) and 10,000 more customers visited home centers 
(75,000 in 2014 vs. 65,000 in 2013). 

Home centers’ operating expenses in 2014 were similar to 
the previous year, decreasing their cost of goods sold  
(67.1 percent in 2014 vs. 68.2 percent in 2013) but increasing 
payroll expenses by 1.5 percent (19.0 percent in 2014 vs. 
17.5 percent in 2013). With this expense control and growth 
in sales, home centers in 2014 still experienced a decrease 
in profit before taxes (1.7 percent in 2014 vs. 2.3 percent in 
2013) due to the decrease in “Other Income/Expenses” line 
(0.4 percent in 2014 vs. 1.7 percent in 2013).

High-profit home centers’ profit margin was more  
than five times greater than the typical home centers  
(9.2 percent high-profit vs. 1.7 percent typical), a 
substantial difference and one of the study’s most 
important findings. 

High-profit stores sold $7 more in products per 
customer ($49 high-profit vs. $42 typical) and also 
controlled their expenses, resulting in their higher profit 
margin. High-profit home centers had more than  
1.5 percent extra tied up in cost of goods sold compared 
to typical stores but that leveled out since high-
profit home centers had 2.5 percent less in payroll 
(16.5 percent high-profit vs. 19 percent typical). That 
deduction accompanied by the low rent expense led 
to high-profit home centers’ exceptional profit margin 
approaching 10 percent. 

*This growth is from stores that reported both  
2014 and 2013 sales volume in this year’s study. 

2015 Market Measure: 
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•	 Home depot bought back HD Supply Holdings 
Inc., a distributor of fasteners, plumbing parts, 
chain and other hardware. 

•	 true Value president and CEO John Hartmann was 
featured in the season six premiere of “Undercover 
Boss” on CBS Television Network. He traveled to 
stores in disguise and worked in various roles. 

•	 lowe’s announced it would sell Sherwin-Williams’ 
HGTV HOME™ brand paints in stores and online. 

•	 Jonathan Mize, CEO of home improvement 
supply distributor Blish-Mize, was recognized as 
a notable businessman. The Kansas City business 
magazine Ingram’s named Mize to its 2015 list of 
50 Kansans You Should Know. 

•	 ace Hardware and the PGa tour announced a 
multiyear marketing agreement that designated Ace 
as the “Official Hardware Store of the PGA Tour and 
Champions Tour.” 

•	 true Value Company began hosting one-day 
certification training workshops for members 
across the U.S.

•	 ace Hardware announced it had acquired Jensen 
Distribution Services, a 131-year-old distributor 
of hardlines goods. Ace Hardware also appointed 
Hoyoung Pak to serve as president of Ace Wholesale 
Holdings, a division that includes Emery-Waterhouse 
and Jensen Distribution Services. 

•	 lowe’s partnered with IControl Networks to offer 
options for customers who want smarter homes. 

•	 Canadian distributor ROna inc. announced plans  
to buy the 20 franchise stores in its network.  
The purchase means all of the namesake stores 
across Canada are now wholly owned by RONA.

•	 House-Hasson Hardware announced it had acquired 
long-lewis Hardware. The acquisition added some 
500 retailers, bringing the total retailers to more than 
2,000. It also added about $30 million in annual sales. 

•	 Home depot announced it would buy Interline Brands, 
a leading national distributor and direct marketer of 
broad-line maintenance, repair and operations (MRO) 
products. The retailer paid about $1.63 billion. 

•	 lumber liquidators was accused of selling flooring 
that contained higher levels of formaldehyde than 
permitted by California law.

•	 Home depot added three new direct fulfillment 
centers to support its growing online business.  

•	 PRO Group recognized Nunda PRO Lumber & 
Hardware in Nunda, New York, as its 2015 Cosgrave 
Memorial Award winner. The award is presented 
annually to a PRO Hardware retailer and recognizes 
a commitment to the principles and ideals of 
effective hardware merchandising. 

•	 Orgill, inc. announced plans to increase the size 
of its Sikeston, Missouri, distribution center by 
more than 250,000 square feet. The expansion 
would bring the total size of the distribution 
facility up to more than 1 million square feet, 
increasing capacity by more than 25 percent. 

•	 For the second year in a row, InformationWeek, 
a publication of the business technology 
community, listed do it Best Corp. as one of the 
top business technology innovators in the U.S. 

•	 Online retailer amazon launched Amazon 
Home Services, a program that would sell 
home improvement services by connecting 
professionals with consumers and guaranteeing 
the quality of the work. The services included 
electrical and plumbing work, home repairs and 
gutter cleaning. 

•	 ace Hardware launched a free in-store pickup 
program at some of its stores. The program 
allowed customers to check their neighborhood 
Ace Hardware’s inventory levels online, and then 
place orders on the web to pick up in store.  

•	 Hardware Holdings, llC, announced the change 
of its corporate name to world and Main, llC, 
repositioning the company as a national distributor 
that sources products worldwide. 

•	 The company that developed Uber announced 
UberRUSH, which was designed to provide small 
business owners with same-day delivery services. 

•	 ace Hardware spread its wholesale business 
across the U.S. with emery Jensen distribution, 
a company formed to offer distribution services to 
independent non-Ace retailers that aren’t already 
served by Ace wholesale companies. 



what does “recovery” from the recession look 
like currently for the residential housing market?

Generally, the residential market is quite 
healthy. Prices were a big concern with all the 
value people lost in their homes during the 
recession and the fact that they didn’t rebound 
very quickly. But recent numbers from the last 
three years or so have been very healthy, and so 
I think house prices have really recovered about 
as much as anyone expected they would, and are 
almost back to where they should be in the  
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Bright Prospects for 2016 
The year 2015 is shaping up to be a good year 

for hardware stores, home centers and lumber-
yards in both the U.S. and Canada, despite  
slowing economies. 

And looking ahead into 2016, there are many 
encouraging signs despite the highly pessimistic 
landscape being painted in the news. 

The drivers of the current macroeconomic 
slowdown are mostly confined to the industrial 
side of the economy, where mining activity, 
heavy manufacturing and overall business-to-
business spending are down. 

The positive inputs can be found from 
consistent consumer spending, employment 
gains and improving residential construction 
trends. All of these will favor home improvement 
retailers next year. 

For the U.S., we project a 6-percent rise 
in hardware store retail sales in 2016 and a 
6-percent sales increase for home centers  
and lumberyards.

Gross domestic Product 
With that said, the U.S. economy is slowing down. 

One of the most popular measures of economic 
activity is Gross Domestic Product (GDP), which 
grew by 2 percent in the third quarter of 2015 versus 
the third quarter in 2014, resulting in the slowest 
quarterly growth since the first quarter of 2014. 
Annual GDP growth for the past 12 months slowed to 
2.5 percent after a relatively sluggish third quarter. 

improvement in 2016
The U.S. economy will continue to slow 

through year-end, but we are not headed toward 
a recession. Growth will begin again heading 
through the second quarter of 2016 and the U.S. 
economy will pick up steam throughout the 
remainder of the year. 

Overall, expect more activity in the second 
half of 2016 than in the first, and for the year as 
a whole to beat 2015 due to acceleration in the 
industrial and manufacturing sectors coinciding 
with already strong consumer spending and 
residential construction trends. 

Existing home sales and new housing starts 
are going to be strong and consistent. Trends 
in consumer spending will accelerate. And the 
manufacturing sector will regain its footing. 

The positive economic outlook for 2016 
will support further improvement in U.S. 
employment. The number of unemployed in 
the U.S. declined to 7.6 million in September. 
This is the lowest number since April 2008. 
The drop in the number of unemployed sent the 
unemployment rate in the U.S. down to  
4.9 percent in September, less than half of its 
most recent peak in January 2010. 

The positive trends in U.S. unemployment bode 
well for consumers’ ability to spend, according to 
index numbers. Hardware stores stand to benefit 
from this rise in spending ability. U.S. disposable 
personal income grew by 3.2 percent in August, 
averaging $12.3 trillion for the month. 

The decline in unemployment and the rise in 
disposable income led the annual average U.S. 
Consumer Confidence Index in September to the 
highest level since February 2008. 

Home Sales
Annual growth in U.S. existing home sales 

rose to 6.4 percent in September. In units,  
5.6 million existing homes sold in September 
on a seasonally adjusted annual basis. This is 
the highest number of existing homes sold since 
July 2007. Existing home sales will accelerate to 
reach 7.3 percent growth for 2015 as a whole and 
will grow another 8.4 percent in 2016. 

housing tRends
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2015 Market Measure: economic overview



Source: 2014-2015 Home Improvement Retail Report, Hardlines

* Big-box stores only

top 10 Home Improvement retailers
Rank Company

2014 Sales in 
Millions

1 Home Depot Canada $5,655

2 Home Hardware Stores $5,489

3 RONA inc. $5,476

4 Canadian Tire Retail $5,264

5 Tim-BR MART Group $3,000

6 ILDC $2,073

7 Sexton Group $1,800

8 Castle $1,720

9 BMR (La Coop fédérée) $1,700

10 Lowe's Canada $1,100

Rest of the industry $8,694

Big-Box stores’ 
Market share

Home Improvement Industry sales growth in Billions

78.9%  Rest of the Market
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