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Carpets & Floorcoverings 2016
Sales Slow, But…

· Manufacturing sales in the US floorcovering industry increased 4.2% during 2015, to a total of $23.1 billion, but this was less than 2014’s 5.6% increase. Much of the lower sales increase was attributed to the sluggish housing market and other factors.

· According to the US Census Bureau’s data for floorcovering stores (NAICS code 44221), sales increased 3.2% from 2014’s $17.709 billion to 2015’s $18.277 billion. Sales for the first 9 months of 2016 increased 2.5%, compared to the same 9 months during 2015.

· Floor Covering Weekly reported that Q3 2016 US manufacturing sales increased 2.7%, compared to Q3 2015; however, sales during the first half of 2016 increased 3.9%.
US Floor Covering Manufacturing Sales and Share by Category, 2015

	Category
	Sales
	% Change
	Share

	Carpet & area rugs
	$10.74 B
	-0.1%
	46.4%

	Hardwood flooring
	$3.79 B
	+6.7%
	16.4%

	Ceramic floor & wall tile
	$3.13 B
	+8.7%
	13.5%

	Vinyl sheet & floor tile
	$1.54 B
	+3.8%
	6.7%

	Luxury vinyl tile (LVT)
	$1.41 B
	+26.7%
	6.1%

	Stone flooring
	$1.34 B
	+7.9%
	5.8%

	Laminate flooring
	$912 M
	-2.1%
	3.9%

	Other resilient (cork, rubber, linoleum, etc.)
	$275 M
	+5.8%
	1.2%
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…Likely to Grow

· A general economic trend that bodes well for the floorcovering industry is the late-November 2016 report that the US GDP increased 3.2% during Q3, which is the largest increase of the past two years.

· Another positive trend was the 2.0% increase in existing home sales during October 2016, to an annual rate of 5.6 million units, the largest total since February 2007.
· Another good sign is The Conference Board’s announcement that the Consumer Confidence Index increased from 100.8 for October 2016 to 107.1 for November and the Expectations Index increasing from 86.0 to 91.7, respectively.

55+ Housing Market Indices*, Q1–Q3 2016

	Housing Sector
	Q1 2016
	Q2 2016
	Q3 2016

	55+ Single-family
	56
	57
	59

	Present sales
	61
	61
	63

	Sales expected new 6 months
	71
	69
	65

	55+ Multifamily condo
	48
	47
	48

	Present sales
	49
	49
	51

	Sales expected new 6 months
	51
	54
	51


National Association of Home Builders, November 2016 *50 or greater indicate most builders view conditions as good
Stores’ Positive Perspective
· According to the 2016 Floor Trends Flooring Industry Study, approximately 75% of readers responding to the survey said their 2015 revenues increased and 69% expected them to increase for 2016.
· Of those participating in the survey, 50% said their flooring sales exceeded $750,000 during 2015; 5%, $20 million or more; 25%, $1.5 to $19.99 million; 17%, $750,000 to $1.49 million; and 8%, $500,000 to $749,000.
· Study respondents said that more than half, or 52%, of their sales were residential replacement; 18%, commercial replacement; 16%, residential new construction; 14%, commercial new construction.

Share of Current Floor Space, by Flooring Type, 2016

	Flooring Type
	2015
	2016

	Carpet
	39%
	37%

	Tile/Stone
	17%
	22%

	Hardwood
	15%
	16%

	Resilient/Vinyl/LVT
	16%
	14%

	Laminate
	8%
	8%

	Area rugs
	5%
	3%



Floor Trends, November 2016
Covering the Markets

· The residential-builder market accounts for just $800 million of carpet’s $10.74 billion total for 2015, primarily because of still sluggish new-home building and new family formations occurring later during young adults’ lives.
· Hardwood’s share of 2015 flooring sales were larger than the overall market because consumers were spending more on remodeling; hardwood was one of their top choices.
Where Consumers Purchased Floorcovering Products, 2014–2015

	Channel
	2014 Share
	2015 Share
	2015 Sales

	Floorcovering stores
	48.3%
	48.1%
	$28.9 B

	Home improvement
	15.4%
	15.0%
	$9.0 B

	   Home Depot
	9.2%
	9.1%
	$5.5 B

	   Lowe’s
	5.4%
	5.3%
	$3.2 B

	Hard surface stores
	7.6%
	7.8%
	$4.7 B

	   Lumber Liquidators
	1.7%
	1.5%
	$900 M

	   Floor & Décor
	0.7%
	0.8%
	$500 M

	   The Tile Shop
	0.5%
	0.5%
	$300 M

	Internet, non-store
	2.6%
	2.7%
	$1.6 M

	Others
	4.9%
	4.8%
	$2.9 M

	Contractor
	21.2%
	21.6%
	$13.0 B

	Total
	100%
	100%
	$60.10 B
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Stores at the Top of the Pile

· Although Lumber Liquidators retained its #1 ranking in Floor Covering Weekly’s 2016 Top 50 Retailers report, its 2015 sales declined 7%, to $978.8 million, and it had 13 fewer locations, or a total of 374.
· Other retailers in the top 5 and their 2015 revenue change were Empire Home Services, 0%; Floor & Décor, +9.4%; The Tile Shop, +13.9%; and Rite Rug, +11.1%.
· The top 5 retailers with the largest 2015 revenue gains were Conklin Bros. of San Jose, Inc., +58.8%; Carpets N More, +37.1%; TF Andrew Carpet, +32.1%; S&G Discount, +25.9%; and Nebraska Furniture Mart, +20.0%.
Outlets That Sell to the Three End-User Flooring Markets, 2015

	Outlet
	Residential Replacement
	Builder
	Commercial
	Total

	Floorcovering stores
	$20.6 billion
	$2.0 billion
	$6.3 billion
	$28.9 billion

	Home improvement stores
	$7.4 billion
	$900 million
	$700 million
	$9.0 billion

	Hard surface stores
	$3.0 billion
	$800 million
	$900 million
	$4.7 billion

	Internet; non-store
	$1.5 billion
	N/A
	$100 million
	$1.6 billion

	Other
	$2.9 billion
	N/A
	N/A
	$2.9 billion

	Contractors
	N/A
	$5.4 billion
	$7.6 billion
	$13.0 billion

	Total
	$35.4 billion
	$9.1 billion
	$15.6 billion
	$60.1 billion

	Total share
	58.9%
	15.1%
	26.0%
	100.0%
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Trends and Tech

· A major challenge for the floorcovering industry is how technology and manufacturing advancements have substantially increased the number of SKUs that must be inventoried. Flooring is lasting longer, which suppresses consumptions.

· Another trend impacting the floorcovering industry is the change in the types of buildings being constructed: more neighborhood health centers than regional hospitals and more online shopping requires more distribution facilities than retail stores.

· HD digital printing and 3D imaging technology are allowing the tile segment of the floorcovering market to create more unique looks, expand the color palette and provide more visual depth and applications of textures.
Floorcovering Stores’ Use of Digital Media, 2016

	Digital Media Use
	2015
	2016

	Website and social media
	41%
	48%

	Website only
	24%
	23%

	Social media only
	9%
	9%

	Neither
	26%
	20%



Floor Trends, November 2016
Additional Analysis

Residential replacement carpet and floorcovering accounted for almost 60% of the entire floorcovering market during 2015; and replacing a homes’ floorcovering should certainly be considered a home-remodeling project. 
To gain some perspective and insights, look at the following comparisons of the summer 2016 survey results for Miami/Ft. Lauderdale, FL and Boise, ID from The Media Audit, as these are two very different markets.
The age groups with the largest percentage of those planning to remodel their homes during the next 12 months are 25–44, 40.5% in Miami/Ft. Lauderdale and 37.9% in Boise, and 50+, 40.2% and 38.2%, respectively. Additional comparisons are in the following table.

Adults, 18+ Who Plan to Remodel Their Homes During Next 12 Months

	Metric
	Boise
	Miami/Ft. Lauderdale

	Caucasian Americans
	· 71.1%
	· 19.7%

	African Americans
	· <1%
	· 13.0%

	Hispanic Americans
	· 18.9%
	· 64.7%

	Asian Americans
	· 6.7%
	· 1.9%

	Income: <$15K–$35K
	· 17.6%
	· 32.4%

	Income: <$35K–$50K
	· 13.2%
	· 17.5%

	Income: $50K–$75K
	· 23.9%
	· 15.4%

	Income: $75K–$100K
	· 16.1%
	· 14.7%

	Income: $100K+
	· 29.2%
	· 20.1%

	High school graduate or less
	· 17.5%
	· 23.7%

	Some college
	· 23.7%
	· 26.4%

	College degree
	· 40.9%
	· 34.8%

	Advanced degree
	· 17.9%
	· 14.0%



Based on The Media Audit’s Summer 2016 surveys
The next table compares the two markets in a CrossTab report from The Media Audit of adults 25–44 and 50+ and the largest household income ranges for home remodeling and other metrics that correlate to floorcovering purchases and home remodeling.
CrossTab Reports for Miami/Ft. Lauderdale and Boise
	Metric
	Adults 25–44*
	Adults 50+*

	
	Miami
	Boise
	Miami
	Boise

	Income: $50K–$75K
	11.4%
	21.9%
	19.0%
	14.2%

	Income: $75K–$100K
	17.3%
	15.6%
	6.5%
	19.3%

	Income: $100K+
	28.1%
	25.8%
	13.2%
	33.2%

	Plan to buy major household appliance during next year
	39.3%
	40.3%
	21.4%
	25.4%

	Plan to buy new furniture during next year
	51.2%
	38.0%
	50.1%
	21.1%

	Own a dog
	66.7%
	56.8%
	46.9%
	62.3%

	Own a cat
	35.7%
	24.8%
	20.4%
	52.2%


Based on The Media Audit’s Summer 2016 surveys 

*plan to remodel home during next 12 months
Sources: U.S. Census Bureau Website, 11/16; Floor Covering Weekly Website, 11/16; The Wall Street Journal Website, 11/16; CNBC Website, 11/16; The Conference Board Website, 11/16; National Association of Home Builders Website, 11/16; Floor Trends Website, 11/16; The Media Audit Website, 11/16.
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