
GMROI CALCULATION

An important tool in analyzing inventory, sales, and profitability is GMROI (also known as GMROII), which stands for
Gross Margin Return on Inventory Investment. The GMROI calculation assists storeowners and buyers in evaluating
whether a sufficient gross margin is being earned by.

Inventory metrics like GMROI enable retailers to see their business from a different perspective, focusing on
inventory management and efficiency rather than the next transaction. This makes it essential that every dollar
invested in inventory be as productive as possible at producing gross margin dollars. The gross profit is
calculated by subtracting a company's cost of goods sold COGS from its revenue. What you are trying to
assess is how much money cash your inventory generated. Continue Reading. What is the "return on
investment" of a retailer's largest investment? Learn more: Use benchmarking to measure key performance
indicators and compare your business against your peers. You will find a new awareness when each product
line is weighed in terms of combined gross margin profitability and turnover. But, an even turnover is not a
holistic view of the health of your retail business. Sure, there are fads and technological advances. The retailer
might consider a 49 percent gross margin satisfactory, but the numbers imply otherwise. The best way to find
benchmarks for your industry is to ask your retail association. So, in Joe's case, the revenue he earns on those
boots is percent of his cost. Getting through this maze - working smarter, not just harder - requires some
creative approaches. Reasons might be that part number is required to support a broader product line, or it is
necessary to support replacement parts or components, or it needed to address demand from specific market
segments that might be new for the manufacturer. A retail store might have a higher Index goal of for a SKU.
Manufacturers use it, too, but not as often. GMROI can tell you how well your inventory is working for you,
acting as a leading indicator of how healthy your retail operations are. It's also known as the gross percentage
of profit, or the margin. The gross margin may also be stated in dollar terms rather than in percentage terms.
Instead of waiting for a sale, you could be recovering cash and reinvesting the funds in new inventory.


