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L
ooking at external factors alone, one might 
come to the conclusion that 2017 is shaping 
up into a booming year for the home 
improvement retailing industry. 

After all, this year has seen strong performance 
in the housing sector, lower unemployment, an 
energized stock market, a relaxation of lending 
restrictions and a consumer base with no shortage of 
home improvement ideas.

So, why is it that the growth experienced by the 
industry so far this year has amounted to more of a 
pop than a boom?

Let’s start with the weather.
This has been a particularly odd season for weather 

across most of the U.S. Some regions had particularly 
short winters followed by unusually wet springs and 
summers. Neither of these conditions favors home 
improvement projects.

In other areas of the country, short winters were 
followed by incredibly hot and dry spring and summer 
months where nary a plant would grow (if it were 
even planted to begin with). 

While it is not particularly unusual to see weather 
have a regional impact on home improvement 
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2016-2021Sa l e s  b y  T y p e  o f  S t o r e( i n  b i l l i o n s )2 0 1 6Har d w a r e  S t o r e s     $4354 Home Centers     $222 8 Lumberyards     $89.4TOTAL    $357.62017Har d w a r e  S t o r e s     $48.2 Home Centers     $232 8 Lumberyards     $92.6TOTAL    $373.62018Har d w a r e  S t o r e s     $48.9 Home Centers     $23
61 Lumberyards     $98.2TOTAL    $391.22019Har d w a r e  S t o r e s     $51.6 Home Centers     $255.3 Lumberyards     $102.3TOTAL    $409.22020Har d w a r e  S t o r e s     $5
61 Home Centers     $265.3 Lumberyards     $106.5TOTAL    $425.92021Har d w a r e  S t o r e s     $57 2 Home Centers     $275.9 Lumberyards     $109.8TOTAL    $442.9Compound Annual Growth Rate2016-2021Har d w a r e  S t o r e s    4.7%Home Centers    4.4%Lumberyards    4.2%TOTAL    4.4%Source: NRHA/Hardware Retailing
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For nearly 100 years, the North American 
Retail Hardware Association (NRHA) has 
collected financial and operational data from 

the independent home improvement industry’s 
hardware stores, home centers and lumberyards. 

The result of that research is the annual  
Cost of Doing Business Study, which assesses 
the performance of retailers who submit their 
confidential financial reports to NRHA. 

The study provides composite income statements, 
balance sheets and averages for key performance 
ratios. Highlights from the 2017 study are presented 
in the following three pages, revealing healthy 
growth for the sector. 

This year’s study uses data from the 2016 fiscal 
year to offer information about the performance 
of the industry’s retail operators, as well as 
tools they can use to improve their businesses. 
Retailers throughout the industry use the study for 
benchmarking, goal setting and planning. The 
real-world numbers that study participants contribute 
give an accurate picture of how home improvement 
retailers of all sizes and store types are performing. 
Retailers representing 989 independent home 
improvement stores participated in the 2017 study.

The information is segmented by store type, as 
well as by typical and high-profit store performance.

Methodology
NRHA gathers the study’s data by mailing 

paper questionnaires to a sampling of hardware 
stores, home centers and lumberyards in the U.S. 
Retailers can mail their information to NRHA or 
upload it online. NRHA provides the analysis 
in the final report after extensively reviewing 
the data. Most of the figures in this report are 
medians, which are the middle numbers in the 
data when arranged from highest to lowest. The 
median represents the typical company’s results, 
without extremely high or low outliers skewing 
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 O Home Depot announced an agreement to 
purchase Compact Power Equipment Inc., 
a national provider of equipment rental and 
maintenance services, for $265 million in cash. 

 O The Equifax data breach may affect small 
business owners differently than everyday 
consumers, according to a class-action 
lawsuit filed on behalf of about 28 million 
small business owners in the U.S.  

 O Walmart announced plans for a new 
corporate headquarters in Bentonville, 
Arkansas. Amazon announced plans to build 
a second headquarters somewhere in the 
U.S. or Canada, with more than 200 cities 
bidding for the business.  

 O Ace Hardware Corp. purchased the majority 
stake in e-commerce startup The Grommet.  

 O Walmart purchased Parcel, a delivery 
logistics startup that focuses on overnight 
and same-day last-mile delivery. 

 O Sears Canada Inc. will liquidate its assets 
after its board rejected a business plan 
proposed by the company’s top executive. 

 O Menards founder John Menard Jr. is the 
wealthiest person in the state of Wisconsin, 
with a net worth of $9.9 billion, according  
to Forbes’ list of the 400 richest people  
in America. 

 O True Value president and CEO John Hartmann 
addressed a Bloomberg story that the  
Chicago-based co-op was considering  
a potential sale. Hartmann told  Bloomberg

 

 

 

� O True Value
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Hardware Retailing (HR): What trends have you 
seen develop in the 2017 U.S. housing market?
George Ratiu (GR): This year, the housing market 
saw pretty solid demand, especially during the first 
half of the year. From the midpoint of the year on, 
there was an extremely tight inventory, both for 
new home sales and especially for existing homes. 
A lot of buyers are finding a very tight market, 
which prevents them from buying homes, and in 
turn, lowers sales. Just as importantly, we’ve seen a 
pickup in sale prices each month this year. 

HR: New housing starts and existing home 
sales are increasing slightly over 2016 levels. 
What does that say about the housing market?
GR: There’s sort of a domino effect at work here. 
Many homebuilders are not building enough new 
inventory, so first-time homebuyers are finding it 
increasingly difficult to enter the housing market 
due to higher prices and more competition. 

HR: In August, housing prices reached their 
66th consecutive month of gains. NAR said 
high prices have prevented many prospective 
homebuyers from entering the housing 
market. How might continually rising existing 
home prices impact the housing market in the 
long term?
GR: Rising prices are good and bad. They’re a 
reflection of market dynamics. But when we 
look at price trajectory from the perspective 
of a growing population, comprised mostly of 
Generation X, millennials and Generation Z, rising 
home prices, mortgage prices and high student 
debt, then accelerating home prices will harm the 
housing market in the long term because first-time 
homebuyers simply won’t be able to afford it.

HR: How do you foresee tax reform impacting 
the housing market?
GR: For homeowners, tax reform is a very important 
issue. As the proposal currently stands, it’s likely  
to have an impact on the prices of homes across  

Checking the Foundation  
of the 2017 Housing Market
A Q&A With George Ratiu

Solid demand and steadily 
increasing home prices  
have been two of the  
biggest housing headlines  
in 2017. To learn more about 
housing trends this year 
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Although wages have recently risen, they have 
not kept pace with higher inflation activities like 
health care, rent and medical services. Those 
expenses have been outpacing inflation, and wages 
have barely been meeting inflation. 

Consumer spending continues at a good sturdy 
rate, but it’s not a breakout speed, largely because 
consumers continue to be very pragmatic about their 
spending. It still bodes well for a good start in 2018. 

 
HR: How might the economy affect small 
businesses in 2018? 
JK: Running small businesses will continue to be an 
ongoing balancing act of having the right pricing and 
the product when the customer needs it.  

Small business optimism is also a function of 
local demographics. It’s not all one monolithic 
economy. We have much different spending paces, 

for example, in the Southwest compared to the 
Southeast. Some areas will continue to require a lot 
of effort and “stick-to-itiveness” to be successful. 

Population growth has flatlined in some parts 
of the U.S., which can affect small businesses, 
especially with aging populations. Sometimes that 
can be good, with people staying in their homes, 
but older people also delay improvements because 
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