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Business Inventories Gain 0.3 Percent in August

Business inventories continued to build in August, as sales slowed at the fastest rate in two years. While the
increase in inventories may be a short-term positive for Q3 GDP growth, it may come at the expense of slower
growth in the future as businesses scale back production to more accurately keep pace with softer demand.

Inventories Building as Sales Slow

o Business inventories grew slightly less than expected in
August, up 0.3 percent, while sales fell 1.8 percent.

e The inventory-to-sales ratio measures how well businesses
manage their stockpiles. Just-in-time inventory management
has resulted in the downtrend seen in recent years. The recent
increase is a troubling sign of an inventory build.

Three Tales of Inventories
¢ Earlier this year inventories at retailers and wholesalers seemed
to be trending lower while inventories at factories climbed. But
as worried consumers continue to tighten their purse strings the
picture only gets worse for retail inventories, and eventually
wholesalers as well. This morning’s negative report for
September retail sales doesn’t offer much near-term hope.

Total Business Inventories
Month-to-Month Percent Change

Inventory to Sales Ratios
Retailers, Wholesalers, Manufacturers

1.5% 1.5% 1.80 1.80
1.0% - 1.0% | 1707 170

1.60 1.60
0.5% + 0.5%

1.50 1.50
0.0% 0.0%

1.40 1.40
-0.5% -+ -0.5%

1.30 1.30
-1.0% T+ -1.0%

1.20 + 1.20
1.5% + T -15% | 440 | —Retail: Aug @ 1.48 | 110

— Manufacturing: Aug @ 1.26
M Total Inventories: Aug @ 0.3% Wholesale: Aug @ 1.10
-2.0% f T t T t T t T t T t T t T — -2.0% | 1.00 t t t t t t t t } } } } } t t t 1.00
01 02 03 04 05 06 07 08 92 94 96 98 00 02 04 06 08
Business Inventories Retailers' Inventories vs. Sales
Total Inventory-to-Sales Ratio Year-over-Year Percent Change, 3-Month Moving Average
1.60 1.60 | 12% 12%
1.55 + 1.55 | 10% + T 10%
1.50 1.50 8% - T 8%
1.45 1.45 6% -+ 6%
1.40 + 1.40 4% + T+ 4%
1.35 + 1.35 2% T T 2%
1.30 1.30 0% 0%
i 20, 1 =+ -
28 25 2% — Retail Sales: Sep @ 0.5% 2%
— Total Inventory to Sales Ratio: Aug @ 1.27 — Retail Inventories: Aug @ 1.0%
1.20 — } } } } } } } } } } } } —t 1.20 | -4% +—+—FFFF"FF—FFFF—FF—FF—+++—+++++++++++++-4%
92 94 96 98 00 02 04 06 08 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08

Wachovia Corporation Economics Group publications are distributed by Wachovia Corporation directly and through subsidiaries including, but
not limited to, Wachovia Capital Markets, LLC, Wachovia Securities, LLC and Wachovia Securities International Limited.
The information and opinions herein are for general information use only. Wachovia does not guarantee their accuracy or completeness, nor
does Wachovia assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such
information and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation
with respect to the purchase or sales of any security or as personalized investment advice. © 2008Wachovia Corp.



mailto:tim.quinlan@wachovia.com

