Inventory is an investment?
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Getting Rid of Old Inventory

THE END
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There Is a difference

There is a difference between MAKING
money and HAVING money!

Most jewellers only look at the sales
numbers. “How much did | make selling
this?”

Wrong question and you get the wrong
answer.

You should be asking THIS question:



The correct question to ask:

What's the secret to HAVING money in a
jewellry store?




How to HAVE money in a jewellry
store:

“The amount of owned inventory you
should have in a jewellry store should not
be any higher than the profits you received
from selling that inventory in one year.”

“Memo” merchandise is not included in this
answer, only inventory you own & special
orders.



5 Reasons for financial distress in a
jewellry store

1. More inventory in stock than you can sell

In one calendar year.

Having the wrong price points.

Don’t charge enough for your shop labor

Not enough store traffic

When the customers come in the staff
lets most of them walk without buying

O K~ Db



5 Reasons for financial distress in a
jewellry store
These 3 can be readily fixed
within 30 days.
« Don’t charge enough for your shop labor
* Not enough store traffic

« When the customers come In the staff
lets most of them walk without buying



5 Reasons for financial distress in a
jewellry store

But these can take 6 months to a year to fix.
You must be diligent!

1. More inventory in stock than you can sell
In one calendar year.

2. Having the wrong price points.



How to work the numbers

We'll get to the ways to get rid of inventory
shortly.

A good Point of Sale program will get you
the numbers you need.

The number is called “Gross Margin
Return on Investment” GMROI.

Measures how well you handle ALL
inventory, not just the inventory you sold.



How to work the numbers

Get total store sales.

Remove/subtract the following:
a. -Memo Sales

b. - All Shop Sales
c. - Scrap gold sales

You should have left sales from the showcase including
special orders from the showcase.

Need to know the cost/profit from those sales.

Average inventory on hand all year.



How to work the numbers

Look at your “average” inventory level.

It should be the same or lower than the
gross profit number.

If average inventory is lower than Gross
Profit, you will have $$% and little debit.

It average inventory is higher than gross
profit, you will have less $$ and more debt.



Inventory over a year old

Inventory over a year old is typically what kills
cash flow in a store.

Take a look at your inventory amount that is over
a year old.

“Typically” inventory total over 1 year old is
equal to, within 15-20%, of your TOTAL debt!

DEBT= Credit cards/accounts payable/bank
loans/money the owner loaned to the company.



Story of 2 Stores

 Which would rather be the owner of?
e $3.2 million in sales
e $2.4 million in sales



Story of 2 Stores

Store “A”

$3.2 million in sales

Owner’s Pay = 10% of sales

2 owners = $160,000 a year each



Story of 2 Stores

« Owner’s took a cut in pay of 50%, down to
$80,000 each down from $160,000.

 Both wrote Visa checks to the store for
$60,000 each.

» Had large debt
* Now are you jealous?



Story of 2 Stores

Store “A”

Inventory level = $1.8 million
Turn of .33

3 years age of inventory

(Divide 365 by your turn. Equals 1106
days)

GMROI of about 38 cents

Jealous now?



Story of 2 Stores

Store “B”

Sales of 2.4 million

Owner’s pay $275,000, almost 12%
Worked 3 days a week

13 acre home.

Spent winters in sunny Phoenix.



Story of 2 Stores

Store “B”

$2.4 million in sales
Margin 47%
Inventory $780,000
Turn 1.55

GMROI $1.99



Story of 2 Stores

 Which store had a better selection?
Inventory Level

Store “A”  [$1,800,000

Store “B” |$780,000




This is how inventory should move
in a jewellry store

Bought | Amount | Sold | Amount | Profit
Jan $100 Dec $200 $100
2007 2007
Jan $100 Dec $200 $100
2008 2008
Jan $100 Dec $200 $100
2009 2009

This is a turn of “1” per year. Total profit

$300




Could This Be YOUR STORE?

Bought | Amount | Sold | Amount | Profit
Jan $100 Dec (no) |0 0
2007 \\2007( )

Jan 0 Des(no) |0 0
2008 2008

Jan 0 Dec $200 $100
2009 2009

How much profit did they make in 3 ??7?

years?




This YOUR STORE

Bought | Amount | Sold | Amount | Profit
Jan $100 Dec 0 0
2007 2007
Jan 0 Dec 0 0
2008 2008
Jan 0 Dec $200 $100
2009 2009
This is a turn of “.33” per year. Total <$200>

profit

Should have brought in $300, lost $200 waiting




Managing Inventory Give you More

$EISESSEHSE

Bought | Amount | Sold | Amount | Profit
Jan 2007 |$100 Dec 2007 |(Q 0
Jan 2008 |0 Apr 2008 | 160 60
April 2008 [ 100 Dec 2008 | $200 $100
This is a turn of “1” per year. Total profit
brought in $60 more. If it sells and then rebuy in $160
December:
Jan 2009 Dec 2009 |$200 +$100
Discounting and moving on gives you more money! 60% $260_00

more. Still OK even if sold at COST!




The only way to make the OLD
iInventory in previous example
compete with newer inventory

$100 cost item sells for $200.

Turning once a year brings in $300 in profits
over 3 years.

If it TAKES 3 years to sell you only made $100
(that’s $33 a year).

To make that $200 piece make up for lost time
you’d have to double the selling price to $400 (to
make a profit of $300 over 3 years).

Remember, it's a dog, who'll buy it for double?




Inventory Facts

« Sales for items you buy typically move like this:

1.

56-78% of what you buy sells within 6 months of
placing it in the showcase and usually is less than
50% of your total inventory.

12-20% of total sales comes from inventory you've
had for over 1 year and can be 40-70% of your total
iInventory

Once inventory hits its 18" month birthday it has an
80% chance it will celebrate its five year birthday
with you.



Difference between “making”
money and “having” money

You buy ten $300 rings from a vendor.
They sell for $625.00
You've invested $3000 (10x$300=$3000)

You sell 3 in a year:

3 x $625 = $1875.00

Costs (3x$300)  $900.00

Gross Profit = $975.00 52% margin!




a0 =

Difference between “making”

money and “having” money”

Sales = $1875.00, margin = 52%

Accounts Payable Debt from buying= $3000.00
You don’t have enough sales to pay the vendor!
So what do you do?

Have High Accounts Payable
Bank Loans

Credit Cards

Loan from Owner

How about skipping a paycheck or 2?7 “Take one for the
gipper”



Remember the beginning
(or The End?)

“The amount of inventory you should have in
a jewellry store should not be any higher
than the profits you received from selling

that inventory in one year.”

Run your store like a clothing store.

They are closer to a jeweller than you'd
expect



lts all about the numbers

jewellry Store

Clothing Store

Margin 42.2

Margin

48.1

Turns peryear | 1.5

Turns peryear |3.6

GMROI $1.10

GMROI $3.34

etailOwner.com

Source: www.HR




1.

21 Ways to Get Rid of Old
Inventory & Finally Have Money

RETURN TO VENDOR:

Have on all invoices you buy “If doesn't sell
in 1 year it can be returned/exchanged for other
products”.

Expect to have a2 to 1; 3 to 1 buy. Vendor
has to make $$ too.

If you're returning $10,000 and during the
year buy $40,000, really not such a big to do.



21 Ways to Get Rid of Old

Inventory & Finally Have Money

2. ALWAYS HAVE A SHOWCASE OF OLD:

Call it:
“Extreme Value Case”
“Good bye to our old friends”
“Melvin’s buying mistakes”

Discount from the case 30-70% of tagged price, based

upon age:
14-20 months 25%
21-36 months 40%
Over 3 years 70%

Sits no more than 6 months in the this case.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

3. Use commission or spiffs to get the
sales staff to move it

*Usually 60% of new 6 month old
merchandise moves fast because
everyone is excited about it.

*To get the staff to show and sell it, pay
them to!

*Double or triple your commission on
old merchandise. (continued)



21 Ways to Get Rid of Old
Inventory & Finally Have Money

3. Use commission or spiffs to get the
sales staff to move it

If you've never tried commission
before, now’s the time.

Give 5% of the selling price, regardless
of profit to move old merchandise.



21 Ways to Get Rid of Old
Inventory & Finally Have Money
4.  Split the profit over your cost with the staff.

If it costs $500 and is tagged for $1000, if
they sell it for $650, split the $150 in profit with
them.

They get $75 to move it out. (that's 11%
commission!)

Or put 5-10% of sales from this showcase in
a pool and split it with the staff once a month.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

5. Use old inventory as bait to buy newer
pieces.

“Buy anything in these cases and you
get to choose anything in this “Extreme
Value” case for FREE!



21 Ways to Get Rid of Old
Inventory & Finally Have Money

6. Get serious about making the
discounted sale being a deal.
Just get your money .

Instead of selling at 1/3" OFF, try “buy
this ring and we’ll give you these earrings
for free.” Discount is amount to your cost
but you get a check for the full amount.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

/. Lower the retalil price to bring it into a
lower price point, if you need those price
points.

Tagged at a lower price point is
different than a discount. Brides aren't
proud to have gotten her ring from the
discount case.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

/7.  Lower the retall price to bring it into a
lower price point, if you need those price

points.| Price Points | QTY Sold |QTY in Stock

$1-$99 16 18
$100-$249 7 — 3
$250-$399 | /74 \ 14\ U
$400-$599 | | 3 | 8

|
$600-999 | \ 2 / \ 6/

Totals 32 49




21 Ways to Get Rid of Old
Inventory & Finally Have Money

8. Showcase one old item each week in as
special showcase. Some folks discount it,
some don't.

Show it right when you come in the front
door.

Have sales staff WEAR & show the item of
the day.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

9. Email blast to your customer list your
“Deal of the Day”. Its from your special case.

You can do it yourself with an email
marketing company.

www.icontact.com ww.constantcontact.com




21 Ways to Get Rid of Old
Inventory & Finally Have Money

10.  Email blast to your customer list your “Deal of the
Day”. Its from your special case.

www.dealsucker.com sends out “Deal of The
Day” emails to their list.

Cost? 5% of sales and lower, depending upon
total sales.

Stays as deal until sold.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

Reqister!

My DealSucker

My Page

| EAQ

Link to Us

Bookmark It!

The obvious choice

for email marketing
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21 Ways to Get Rid of Old
Inventory & Finally Have Money

11. Exchange goods with fellow jewelers.

What's old in your town might be new in
mine.

Perfect if you're in a buying group



21 Ways to Get Rid of Old
Inventory & Finally Have Money

12.Resell through a closeout dealer

This vendor shows a “closeout booth” at
major trade shows.

You get 65% of the selling price. No
upfront fees.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

12. Resell through an overstock dealer



21 Ways to Get Rid of Old
Inventory & Finally Have Money

13. Use Facebook to sell deals of the day as well
as showing off new items.

Start using Social Media to sell anything in the
store.

Where to start?
* In Google type “39 social media tools”

« Good site | found:
www.hubspot.com




21 Ways to Get Rid of Old
Inventory & Finally Have Money

14. Take the items apart and scrap it for
cash.

At this point (at least 18 months old &

older) you can’'t make any money. Just
get CASH!



21 Ways to Get Rid of Old
Inventory & Finally Have Money

15. Take the items apart and send scrap to a
findings house for credit against your bill.
Most all will do that.

Big time cash flow saver, especially if
you're a good sized shop.

Sell melee to a dealer



21 Ways to Get Rid of Old
Inventory & Finally Have Money

16. Exchange/Trade/Barter

*Morning radio shows

*Magazines
*Barter for other things you'd like
*Advertising

www.itex.com



21 Ways to Get Rid of Old
Inventory & Finally Have Money

17. Take the items apart and send scrap to a

findings house for credit against your bill.
Most all will do that.

Big time cash flow saver, especially if
you're a good sized shop.



21 Ways to Get Rid of Old
Inventory & Finally Have Money
18. Take the items apart and send to trade

shop and remake your old dogs into
saleable bread & butter items.

Make new bread and butter items, things
that sell day to day.




21 Ways to Get Rid of Old
Inventory & Finally Have Money

18. Take the items apart and make

o
iﬁ{




21 Ways to Get Rid of Old
Inventory & Finally Have Money

19. Give away Gemstone inventory and
gems that came out of rings you
scrapped.

*Put stones in plastic round boxes. Tag
with retall.

*Put in gift bags with tissue paper.

*Put all around showroom floor.

*1 free per custom, no strings attached



21 Ways to Get Rid of Old
Inventory & Finally Have Money

19. Give away Gemstone inventory and
gems that came out of rings you

scrapped.

*Have remounts available

* No strings attached

* One jeweler did $88,000 in 3 days
in remounts giving away old/dead
gemstones that he had for YEARS!




21 Ways to Get Rid of Old
Inventory & Finally Have Money

20. Gemstone Roundtables.

*Special Invite to special customers.
Evening event, finger food.

*Gemstone expert showcases each stone &
passes it around. Have some of your stones
in there as well.

*Typically 18 customers. 34 pay for stones right
there. Appointments are made for later.

*$18,000 to $25,000 evening.”



21 Ways to Get Rid of Old
Inventory & Finally Have Money

21.Charity Event  (David’'s Favorite!)

« Separate the store, old inventory on one
side.

« Similar to charity event you've been to
where you bid on items.

« Biz size card at each piece in case.
Starting bid is 5% below your cost.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

21. Charity Event

» Advertise to customers and public.
« Customers buy a numbered bid card for $5.

« They put that number and their $$ bid on the
bidding card.

« Some stores have added “Buy it now!” to card.

« Eventruns 1 week or less. Sales ends Sat @
2:00pm.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

Sku No: 123-87655 14kt Bl Sapphire rings,
4-.08 ct sapphires
with 8 pear shaped
diamonds, Y2 ct t.w.

Retail: $1000 Starting bid: $450.00
Bid # Bid Amount
$ $459

A L P




21 Ways to Get Rid of Old
Inventory & Finally Have Money

Bid Card # 12345
Your
Name

Street:

City, State, ZIP:
Phones (H) (O)
©

When biding, please use your bid number.
Rules of the auction are:




21 Ways to Get Rid of Old
Inventory & Finally Have Money

21.Charity Event

 Also ask vendors to old send items to
you at their cost.

* The charity gets 10% of the take on
Saturday and all of the $5 bid card sales.

« Highest bigger gets the deal. Call
Monday to next higher bidder to see if
they want it.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

21.Charity Event: RESULTS

« Charity gets 10% of sales & the $5 for
bid cards.

« Store has largest sale day all year
including December.

*  42% margin
« Sells better than 75% of their stuff, once
a year.



21 Ways to Get Rid of Old
Inventory & Finally Have Money

21.Charity Event: When its over

 When its over you can't put this stuff in
the case.

« Send in for scrap

« (et it out of the store
« (Give to a charity

¢ “lIt's OUTAHERE!”



THE BEGINNING

“The amount of owned inventory you
should have in a jewellry store should not
be any higher than the profits you received
from selling that inventory in one year.”



THE BEGINNING

Work on this every week. Result?
Higher sales
-resher products that sell
_ess Debt
Higher checking account balance




Have a great year!

David Geller
www.JewelerProfit.com

(404) 255-9565 (18 hours behind)
David@JewelerProfit.com




