JUNE 2019

Home Furnishings & Home Improvement
VOLUME

300

HOUSING INVENTORY OPENS DOORS
INVENTORY INCREASES

E-COMMERCE EXPANDS

TARIFF TURBULENCE

Available homes for sale have
increased, helping to stabilize
housing prices in some parts of
the U.S.

E-commerce retailers such as Amazon,
Wayfair, and Overstock have continued
to grow, increasing pressure on
traditional retailers

The U.S. increased tariffs to 25%
on Chinese goods, slamming
retailers and wholesalers with
increased costs

In This Issue
03
06
08

MONITOR HOME FURNISHINGS & HOME IMPROVEMENT
GREATAMERICAN.COM
JUNE 2019
800-45-GREAT

Overview
Furniture and Home Furnishings
Home Improvement Retailers

09
10
11

VOLUME

300

Monitor Information
Experience
Appraisal & Valuation Team
About Great American Group

Deals are a moving target. A constantly shifting mix of people, numbers and
timing. We’re here to simplify this process for you. Our experts are dedicated
to tracking down and flushing out the values you need even on the most
complex deals, so you can leverage our hard-won knowledge to close the deal.

© 2019 Great American Group, LLC. All Rights Reserved.

Overview
The strength of the home furnishings and home improvement industries
is closely tied to the housing market. Throughout 2019, existing home
sales have decreased, but the number of homes available for sale is on
the rise.
As furniture, home furnishings, and home improvement

week of May 23, 2019, the U.S. 30 year mortgage rate was

purchases often coincide with new home purchases and

4.06%, a decrease from last year’s rate at this time of 4.61%

remodeling activity, sales are closely tied to the strength of

and the long-term average of 8.05%. Though mortgage rates

the housing market. Though the demand for homes has

are decreasing compared to prior years, home sales have not

continued to be strong, fueled by a healthy economy and

yet improved.

job market, a shortage of available homes has caused the
booming recovery from the recession to slow. A limited

Yun also noted that additional inventory was on the market,

number of listings has been available for sale, and homes

and that additional inventory keeps housing prices from

were staying on the market for a shorter time throughout

increasing significantly. According to Yun, “Further increases

2018, favoring those with cash to buy quickly and deterring

in inventory are highly desirable to keep home prices in check.

first-time buyers with less available capital. However, this

The sustained steady gains in home sales can occur when

past March, U.S. home sales fell, though the job market

home price appreciation grows at roughly the same pace as

has remained strong, according to Lawrence Yun, National

wage growth.”

Association of Realtors (“NAR”) Chief Economist. For the
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Overview
According to data from the U.S. Census, though single-family

Furniture retailers have capitalized on the strong housing

housing starts have been increasing over the past few years,

market. According to data from industry research firm

the number has decreased in the first few months of 2019.

IBISWorld, Inc. (“IBISWorld”), revenue for furniture stores

A growth in housing starts eventually leads to completed

grew at a pace of 2.9% annually from 2013 through 2018,

houses, which need an array of newly purchased furniture

generating revenue of $64.5 billion in 2018. Furniture sales

and appliances to be fully functional, but slowing growth could

have been bolstered by increasing consumer confidence and

lead to fewer furniture and home furnishing sales. Home

growing levels of discretionary income, factors that positively

pricing varies throughout the different areas of the country;

impact big-ticket purchases. Revenue is expected to increase

however, according to data from the Federal Housing Finance

at a rate of 0.9% over the next four years to 2023.

Agency (“FHFA”), during the fourth quarter of 2018, home
prices rose 1.1% from the previous quarter and increased

However, due to increasing competition, some retailers have

in all 50 states, as well as in Washington D.C. While housing

not performed as well as others. Retailers compete not only

prices did increase, Dr. William Doerner, FHFA Supervisory

with other companies that specialize in furniture and home

Economist, noted the increase was slower than in prior years.

furnishings, but also with off-price retailers such as TJX’s
HomeGoods and HomeSense concepts, as well as with mass

2

Percentage change in housing prices, year-over-year,
by quarter - 2009 through 2018 (FHFA)
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merchants, department stores, and online players. Companies
such as Wayfair and Overstock are able to offer consumers a
nearly endless selection, lower prices, and the ability to shop
from virtually anywhere, and e-commerce giant Amazon has
been rapidly increasing its furniture and home furnishing
wares.
Several home improvement retailers have also experienced
positive results in recent quarters, benefiting from the housing
market and remodeling activity. The following table illustrates
the year-over-year change in sales for the furniture and home
furnishings and building materials/garden equipment sectors
(U.S. Census):

In total, the FHFA reports that housing prices were up 5.7%
in the fourth quarter compared to the prior year. The area

January

February

March

April

(2.5%)

(2.7%)

(1.0%)

(0.7%)

10.4%

1.5%

(0.7%)

3.3%

experiencing the largest increases was San Francisco-San
Mateo-Redwood City, California, and the lowest increases
were found in Urban Honolulu, Hawaii, according to the
FHFA.
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Furniture and Home
Furnishings Sales
Building Materials,
Garden Equipment

Overview
According to IBISWorld, the home improvement stores

He further noted that while there is still a demand for

industry generated $188.0 billion in revenue in 2018, and has

remodeling work, those looking to complete projects have had

experienced an annual growth rate averaging 1.9% for the

difficulty finding skilled labor to do so.

five years to 2019, with growth of 0.9% projected for the next
five years. This industry provides products such as lumber

A major issue that has impacted both the home furnishings and

and other building and structural materials, hardware, tools,

home improvement industries is the onset of tariffs proposed

plumbing and electrical supplies, appliances, kitchen goods,

by the U.S. administration. In 2018, the U.S. began imposing

housewares, and lawn and garden supplies.

tariffs on goods imported from China, with the amount of goods
impacted currently totaling over $200 billion. The majority

Both the furniture industry and the home improvement sector

of these tariffs started at 10% and were originally slated to

have benefited from strong remodeling activity; however, there

increase to 25% in January 2019. However, the tariff escalation

has been some softening recently. The National Association of

was postponed as the U.S. and China worked to reach an

Home Builders’ (“NAHB”) Remodeling Market Index (“RMI”)

agreement. As no deal was made after numerous missed

posted a reading of 54 in the first quarter of 2019, down from

deadlines, the U.S. announced penalties on these $200 billion

57 in the prior quarter. The RMI continues to indicate that

of Chinese goods, officially increasing tariffs from 10% to 25%

there is confidence amongst remodelers regarding the state of

effective May 10, 2019.

the market, as a reading above 50 means that more industry
participants believe that market activity has improved over the

Tariffed imports range from everyday goods to manufacturing

prior quarter.

materials. Pledging to take the necessary countermeasures,
China has threatened to retaliate with tariffs of its own, although

3

Remodeling Market Index by quarter, 2009 through
2019 (NAHB)

no official plans have been announced. It is still possible for
U.S. and Chinese officials to come to an agreement, and trade

65

negotiations will continue going forward. With higher costs,

60

businesses operating within affected industries, especially

55

furniture, may see a gross margin impact. In order to combat

50

these costs, some companies have moved manufacturing to

45

other countries, including Mexico and Vietnam, and others

40

have negotiated price decreases with vendors or passed

35

along the increased costs to customers via price increases.

30

The increased tariffs have also impacted the remodeling

25

market. According to CNBC, a number of items used in home

20

remodeling, such as lighting, laminates, counter tops, and tile,
are affected by the 25% tariff. Additional costs are estimated
at $2.5 billion, which will exacerbate the rising costs of labor.

According to Tim Ellis, NAHB Remodelers Chair, “The

CNBC noted that the remodeling market is facing a shortage

demand for remodeling is strong in many parts of the country

of workers, so with the increased prices of both labor and

due to insufficient home construction and an aging housing

materials, the size of renovation projects will continue to

stock.”

decrease as they have in the past year.
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Furniture and Home Furnishings
KEY INDUSTRY DRIVERS
•

E-commerce/Direct fulfillment: In recent years, the shift to

TREND TRACKER
Three Month NOLVs

Mixed

Sales Trends

Mixed

Gross Margin

Decreasing

Discounting

Mixed

e-commerce has had a significant impact on the furniture
and home furnishings industry. E-commerce retailers
such as Amazon, Wayfair, and Overstock continue to
grow, increasing pressure on traditional retailers to
expand their online capabilities. Amazon has increased its
product offerings and ease of delivery, even going so far
as to provide free Prime shipping for couches. Wayfair’s
annual sales have reached $7.3 billion, an increase of
41.7% over the prior 12-month period.
COMPARABLE STORE SALES TRENDS
Direct fulfillment has also continued to gain momentum,
Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Bed, Bath & Beyond

(1.4%)

(1.8%)

(0.6%)

(0.6%)

Pier 1 Imports

(13.7%)

(10.5%)

11.4%

(8.2%)

2.4%

3.1%

4.6%

5.5%

Kirkland’s

(3.3%)

1.4%

(3.9%)

1.4%

Changing retail landscape: Many furniture and home

La-Z-Boy

6.7%

4.0%

4.6%

3.9%

furnishing retailers are making changes to their stores

RH

5.0%

4.0%

5.0%

1.0%

HomeGoods

5.0%

7.0%

3.0%

2.0%

38.5%

40.0%

42.4%

47.4%

as retailers are able to offer a wide selection of products
online that they do not keep in their warehouses, but
instead are able to ship directly to customers from
vendors. While this method of shipment benefits retailers
by allowing them to keep less inventory on hand, it can
create possible inventory risks for manufacturers and
distributors.
•

and business models in order to compete with online
retailers and off-price retailers such as HomeGoods and
HomeSense, which are continuing to expand throughout
the U.S. and Canada. RH, for example, introduced
an art gallery and a rooftop wine bar, focusing on
drawing customers into stores through entertainment
experiences. Some retailers have introduced items at
entry-level price points, along with higher-priced items, to
entice purchases from customers who would otherwise
purchase from lower priced retailers. Other retailers have
focused on creating more robust online platforms and
offering additional colors and styles for e-commerce
customers.
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Williams Sonoma

Wayfair

*Note(s): The most recent quarter reported for Bed, Bath & Beyond and Pier 1 Imports
ended March 2, 2019; Williams Sonoma ended February 3, 2019; Kirkland’s, RH, and
HomeGoods ended February 2, 2019; La-Z-Boy ended January 26, 2019; Wayfair ended
March 31, 2019 and represents total sales.

Furniture and Home Furnishings
The retail landscape itself has continued to alter, as

•

Mattresses: Over the past few years, mattresses have

additional retailers declared bankruptcy in the past year.

been a dominant product in the direct ship market.

In 2018, both Mattress Firm and Heritage Home filed

Online retailers such as Casper, Purple, and Nectar have

for bankruptcy. Mattress Firm restructured and closed

continued to grow, with competition between them and

a number of stores, allowing it to quickly emerge from

other online mattress retailers becoming stiffer. According

bankruptcy in November 2018, a month after it declared

to CNN, the U.S. mattress industry grew 20% over the

in October. Heritage Home, which filed for bankruptcy in

past five years, and Casper represented 3.2% of the

July 2018, eventually liquidated its stores and wholesale

mattress market in 2018. CNN also noted that both

business.

Casper and Purple have reached the brick-and-mortar
sphere, with Purple sold in retailers such as Mattress Firm

•

Furniture rentals: According to news media website Vox,
furniture rental services are being rebranded to appeal to
millennials, and are increasing in popularity. Millennials
are currently the driving force of furniture purchasing,
and trends for this group have influenced the market.
Unlike older generations, millennials are less interested
in the permanence of the pieces in their home, and
instead trend towards buying fashionable and inexpensive
furniture that can easily be changed out for new items.
In February 2019, furniture retailer IKEA announced that
it would be rolling out a furniture rental and subscription
program. According to Vox, the company has been
working to adjust its business model to fit into the rise of
the sharing economy. By renting furniture, IKEA hopes to
be more environmentally sustainable, as pieces can be
passed on to other customers instead of thrown away,
and also appeal to those looking to quickly change their
tastes.
According to Forbes, Feather, an online furniture
subscription service, recently announced that it would
be expanding into new California markets after receiving
$12 million in funding. Feather, as well as its competitor
Fernish, serve as an updated version of the classic rentto-own furniture store, targeting millennials instead of
low-income shoppers.
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and Casper opening its own stores.

Home Improvement Retailers
KEY INDUSTRY DRIVERS
•

Retailer trends: Both Home Depot and Lowe’s, two major

TREND TRACKER

players in the home improvement industry, reported
positive U.S. comparable store sales in the most recent

NOLVs

Increasing

Sales Trends

Increasing

Gross Margin

Mixed

Discounting

Mixed

quarter. Craig Menear, President and Chief Executive
Officer of Home Depot, said the company expected
sales to continue growing due to its strategic initiatives
and a favorable housing market. He also noted that the
company’s results for the first quarter ended May 5,
2019 were better than expected, due to poor weather
conditions in February and a decrease in lumber prices
year-over-year. For the first quarter ended May 3, 2019,
Lowe’s President and Chief Executive Officer Marvin
R. Ellison attributed positive comparable store sales
to consumer confidence and the company’s focus on
providing a positive retail experience. However, Ellison
added that the company’s earnings for the quarter were

COMPARABLE STORE SALES TRENDS

affected by a decrease in gross margin. He attributed
Most
Recent
Quarter

Prior
Quarter

Two
Quarters
Ago

Three
Quarters
Ago

Home Depot

3.0%

3.7%

5.4%

8.1%

Lowe’s

4.2%

2.4%

2.0%

5.3%

this decrease to cost pressure, a change in the marketing
organization, and issues with the company’s legacy
pricing tools.
•

Technology: Home improvement companies have
continued to incorporate innovative new technology

Lumber Liquidators

(0.8%)

0.4%

2.1%

4.7%

into their businesses. Lowe’s, for example, recently

Tile Shop Holdings

(4.2%)

5.0%

2.1%

(1.8%)

announced that it would be partnering with FedEx to
create a robot delivery system for Lowe’s products within
a certain radius, which would help contractors and
similar workers to order new items to a job site without
having to leave. Augmented reality applications are also
allowing customers to plan everything from wall color to
floor covering, and add digital furniture. New technology
has also permeated the appliance industry. Appliances
such as refrigerators and thermostats can be connected
to devices such as Amazon Alexa and Google Home and
controlled via mobile phone or voice commands.
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*Note(s): The most recent quarter reported for Home Depot ended May 5, 2019; Lowe’s
ended May 3, 2019. Represents U.S. sales only for both companies. The most recent
quarter for Lumber Liquidators and Tile Shop Holdings ended March 31, 2019.

Monitor Information
GA’s Home Furnishings & Home Improvement Monitor

The information contained herein is based on a composite

highlights key industry drivers within the furniture, home

of GA’s industry expertise, contact with industry personnel,

furnishings, and home improvement sectors and their

liquidation and appraisal experience, and data compiled from

relation to GA’s valuation process. GA strives to contextualize

a variety of well-respected sources believed to be reliable.

important indicators to provide an in-depth perspective of the

GA does not make any representation or warranty, expressed

market. Any comparable store sales illustrated in this monitor

or implied, as to the accuracy or completeness of the

reflect figures as they have been reported by public retailers.

information contained in this issue. Neither GA nor any of its

The methodology for calculating comparable store sales may

representatives shall be liable for use of any of the information

vary by company. GA welcomes the opportunity to make our

in this issue or any errors therein or omissions therefrom.

expertise available. Should you need any further information
or wish to discuss recovery ranges for a particular segment,
feel free to contact your GA Business Development Officer.

Experience
GA is one of the largest liquidators of retail inventory and

GA has also worked with and appraised numerous retailers.

has been involved in a variety of liquidations, ranging

While our clients remain confidential, GA’s extensive list of

from the disposition of excess inventory and the closing of

appraisal experience includes:

underperforming stores, to full-scale liquidations of national
retailers with hundreds of stores. GA has experience with full

•

Major national retailers of furniture and home furnishings.

and partial liquidations of companies throughout a variety of

•

Regional retail chains that specialize in both luxury and

retail sectors, including the furniture and home furnishings
industry. Examples include Pierre Deux, Finegood Holdings,

high-end furniture and home furnishings.
•

Inc. d/b/a Good Companies, Galleria USA, Homelife Furniture,
Linens ‘N Things, and O’Sullivan Industries, Inc. GA has

Home improvement retailers, including those that
specialize in home and garden equipment.

•

Vertically integrated manufacturers and distributors of

also been involved with liquidations of home improvement

home and office furniture, including some of the most

companies, such as Quality Farm and Tractor Supply.

well-known names in the industry with sales in excess of
half a billion dollars.

These experiences provide GA with valuable insight into
the market trends and the consumer response that can be

In addition to our internal personnel, GA maintains contacts

expected in a liquidation. They give us an understanding as to

within the retail industry that we utilize for insight and

recovery values that can be achieved for retailers.

perspective on recovery values.
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About Great American Group
Great American Group is a leading provider of asset

GlassRatner, a specialty financial advisory services and

disposition solutions and valuation and appraisal services to

consulting firm; B. Riley Wealth Management, B. Riley Asset

a wide range of retail, wholesale, and industrial clients, as

Management and B. Riley Alternatives, which offer investment

well as lenders, capital providers, private equity investors,

management to institutional and high net worth investors;

and professional services firms. For more information,

Great American Capital Partners, which originates and

please visit www.greatamerican.com.

underwrites senior secured loans for asset-rich companies;
and B. Riley Principal Investments, which invests in or

Great American Group, LLC is a wholly-owned subsidiary of

acquires companies and assets with attractive return profiles.

B. Riley Financial, Inc. (NASDAQ: RILY). B. Riley Financial
provides collaborative financial services and solutions tailored

B. Riley Financial, Inc. is headquartered in Los Angeles with

to fit the capital raising and financial advisory needs of public

offices in major financial markets throughout the United

and private companies and high net worth individuals.

States, Europe, and Australia. For more information on
B. Riley Financial, Inc., please visit www.brileyfin.com.

The company operates through several wholly-owned
subsidiaries, including Great American Group; B. Riley FBR,
a full-service investment bank and institutional brokerage;
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