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Let’s Talk About 

▪Rates of Change and how to track and utilize them

▪Where we are in the various sectors of the economy

▪The Overall Economic Theme for the balance of 2023 and 2024

▪Where are we in the replacement housing cycle

▪What is the story with new housing

▪What was last winter like – any implications for this winter

▪What happened in 2023 and what does it potentially mean for 2024

▪What is the market opportunity



Utilizing Rate of Change Tracking

• Rate of change is the ratio of an item during a certain period compared to a comparison period

• 1/12 would be a comparison of sales in August 2022 vs rate in August 2021

• Example Sales in August 2022 = $1,000,000 / Sales in August 2021 = $800,000 = 1.25 

• 3/12 would be sales in the last 3 months versus sales in the same 3 months in the prior year

• Example Sales for June, July and August 2022 or $900,000 + $1,100,00 + $1,000,000 = $3,000,000 divided by

 Sales for June, July and August 2021 or $800,000 + $900,000 + $975,000 =      $2,675,000

  or $3,000,000 / $2,675,000 = 1.122

◦ 12/12 would be sales in the last 12 months versus sales in the same 12 months in the prior year

 
Add the 12 months together for 2022 and sum the same 12 months for 2021, divide them and you have a 12/12 ratio



Excel Calculation Example
Month/Year Sales Dollars 1/12 Example 3/12 Example 12/12 Example

Sep-21 $          860,000 

Oct-21 $       1,100,000 

Nov-21 $       1,000,000 

Dec-21 $          800,000 

Jan-22 $          750,000 

Feb-22 $          745,000 

Mar-22 $          825,000 

Apr-22 $          950,000 

May-22 $          995,000 

Jun-22 $       1,250,000 

Jul-22 $       1,150,000 

Aug-22 $       1,000,000 

Sep-22 $          980,000 

Oct-22 $       1,250,000 

Nov-22 $       1,150,000 

Dec-22 $       1,050,000 

Jan-23 $       1,100,000 

Feb-23 $          995,000 

Mar-23 $       1,025,000 

Apr-23 $       1,100,000 

May-23 $       1,150,000 

Jun-23 $       1,300,000 

Jul-23 $       1,325,000 

Aug-23 $       1,195,000 August 23/August 22 Jun - Aug 23/Jun - Aug22 Sept22-Aug23/Sept21-Aug22

1,195,000/1,000,000 3,820,000/3,400,000 13,620,000/11,425,000

1.195 1.124 1.192



Data from the Excel Sheet

1/12 = August 
23/August 22

3/12 = Jun - Aug 
23/Jun - Aug22

12/12 = Sept22-
Aug23/Sept21-Aug22

1,195,000/1,000,000 3,820,000/3,400,000 13,620,000/11,425,000

1.195 1.124 1.192



Industry Trends – August 2021 Chart

Various Phases of the Economy based upon 12/12 Trending
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Industry Trends – August 2022 Chart

Various Phases of the Economy based upon 12/12 Trending
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Industry Trends – August 2023 Chart



Leading Indicator – August 2021



Leading Indicator – August 2022



Leading Indicator – August 2023



Various Phases of the Economy based upon 12/12 Trending
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Unemployment Rate < 4%
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Low unemployment  → Recessions



Various Phases of the Economy based upon 12/12 Trending
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Higher Fed Funds Rate
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Higher Fed Funds Rate → Recessions



Various Phases of the Economy based upon 12/12 Trending
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Inverted Yield Curve
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Various Phases of the Economy based upon 12/12 Trending
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GDP and Growth Outlook
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ITR US GDP Projection



Various Phases of the Economy based upon 12/12 Trending
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Employment Growth
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Job growth is kryptonite to recessions



ITR US Retail Sales Projection



Sales of Existing Homes Influence 
Replacement Sales of HVAC Systems



New Listings of Existing Homes for Sale



Various Phases of the Economy based upon 12/12 Trending
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Home Listings → Existing Home Sales
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2018 Average # Listings: 
1.2 million

Last 12 Months Average # 
Listings:  650,000



Various Phases of the Economy based upon 12/12 Trending
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Golden Handcuffs Restrain Demand
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Various Phases of the Economy based upon 12/12 Trending
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Key Variable: Existing Home Sales
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Various Phases of the Economy based upon 12/12 Trending
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Existing Home Sales and TRENDS
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Various Phases of the Economy based upon 12/12 Trending
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Home Listings → MD Existing Home Sales
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Various Phases of the Economy based upon 12/12 Trending
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Home Listings → PA Existing Home Sales
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Various Phases of the Economy based upon 12/12 Trending
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Home Listings → DE Existing Home Sales
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Various Phases of the Economy based upon 12/12 Trending
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Home Listings → NY Existing Home Sales
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Housing Starts 2000 to 2022

https://fred.stlouisfed.org/graph/?g=18bJj


Various Phases of the Economy based upon 12/12 Trending
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Housing Permits
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Various Phases of the Economy based upon 12/12 Trending
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Pennsylvania Housing Permits
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Various Phases of the Economy based upon 12/12 Trending
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Delaware Housing Permits
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Various Phases of the Economy based upon 12/12 Trending
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Maryland Housing Permits
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Various Phases of the Economy based upon 12/12 Trending
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New York Housing Permits
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Various Phases of the Economy based upon 12/12 Trending
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Inflation is Improving
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Various Phases of the Economy based upon 12/12 Trending
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HARDI Distributor’s Annual Sales Growth
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Various Phases of the Economy based upon 12/12 Trending

         Blue = A     Green = B     Orange = C     Red = D

TRENDS + PPI → Normalization
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Various Phases of the Economy based upon 12/12 Trending
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TRENDS + Mid Atlantic Region
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Various Phases of the Economy based upon 12/12 Trending
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TRENDS + Northeast Region
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Various Phases of the Economy based upon 12/12 Trending
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TRENDS + Great Lakes Region
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Various Phases of the Economy based upon 12/12 Trending
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Repair More Popular than Replace

Low interest rates

Home values increasing

Existing home sales active/increasing

New construction activity increasing

Strong job market

Improving consumer sentiment

Replace

Repair

Interest rates increasing

Home values flat/down

Slow existing home sales

Resi permit growth flat/down

Poor consumer sentiment

Resi Demand



Annual Unitary Shipments





Demand was Pulled Forward



2023 and 2024 are Adjustment Years
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Various Phases of the Economy based upon 12/12 Trending
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PA 2023 Heating Degree Days vs Normal
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Various Phases of the Economy based upon 12/12 Trending
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MD 2023 Heating Degree Days vs Normal
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the first four months of heating season last year.



Various Phases of the Economy based upon 12/12 Trending
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NY 2023 Heating Degree Days vs Normal
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Various Phases of the Economy based upon 12/12 Trending
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PA 2023 Cooling Degree Days vs Normal
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2023 – Fewer cooling degree days than normal.

2024 – Easy weather comp!



Various Phases of the Economy based upon 12/12 Trending
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MD 2023 Cooling Degree Days vs Normal

-88%

-43%

8%

-4%

-15%

-100%

-80%

-60%

-40%

-20%

0%

20%

May23 Jun23 Jul23 Aug23 May-Aug

V
e
rs

u
s 

N
o
rm

a
l

2023 – Fewer cooling degree days than normal.

2024 – Easy weather comp!



Various Phases of the Economy based upon 12/12 Trending
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NY 2023 Cooling Degree Days vs Normal
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2023 – Fewer cooling degree days than normal.

2024 – Easy weather comp!



2024 Opportunity 

•Seasonally Normal Weather this heating season will be 
helpful for furnace sales

•Seasonally Normal Weather next spring and summer will 
be helpful for cooling sales

•We had a heating and a cooling season that did not 
overly tax systems – many limped through

•There are still many older systems that need replaced!



Replacement Market Potential
◦ Our primary focus is the replacement market

◦ 80-85% of the units sold annually go to the replacement market

◦ Higher Efficiency Equipment is sold vs new construction

◦ Utilizing Financing can assist with sell up and add on IAQ and Zoning

◦ In a mature market all manufacturers focus on and measure market share

◦ Will present the best guess estimates of market potential 

◦ We can work with you to help you grow your share

◦ Using the HARDI / Census data we can guestimate number of potential 
units per year



Replacement Market Potential:
How We Got the Market Dollar Estimates

Cross-compare AHRI shipments with Census 
Bureau Information

◦ Replacement rate for AC/ASHP is ~7% 
nationally

◦ Only accounts for residential product 
replacement

◦ Homes include multi-family

Assume 1 unit per home

◦ Some homes have multiple units

◦ Some homes have no AC or utilize other 
sources

Market potential calculation =
All Homes*.07*$3,450 (at distributor sell price)



Why Market Share Matters

For You:

◦ Do you realize the market potential of the areas you service?

◦ Are you doing everything you can to capture your share of business in your 
market(s)?

◦ Are you getting your fair share?

For Us:

◦ We are measured on market share attainment

◦ Knowing market potential enables realistic goal setting



Commercial Growth in 2024



What Does All This Stuff Mean?
• 2023/24 Will Continue to be Challenging as We Battle the Economic Head 

Winds
• The Consumer will continue to be challenged by inflation

• The Sales of Existing Homes will remain muted until interest rates decrease

• The Fed’s interest rate moves will cause a ‘mild’ recession in 2024

• The unemployment rate will need to rise to allow the Fed to stop raising rates

• There are favorable weather comparatives for the heating season

• We should have favorable weather comparatives for the start of cooling 
season in 2024

• Our industry is large, fragmented with lots of opportunity to gain share 
residentially and commercially
• We have to SELL!

• Commercial markets should continue to be strong through Q2/Q3 2024
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