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Current economy; construction outlook

GDP, personal income, jobs: growing, but slowly

Office, retail, lodging up due to remodeling, not starts
Power, mfg., warehouse/distribution, hospitals will grow
‘Shale gale,” Panama Canal expansion driving new activity
Apartments should boom; single-family still a mystery
Federal, state, local construction cuts will continue
Unemployment dropping but only because workers leave
Materials costs not extreme but will outpace CPI

Source: AGC 2
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One (or many) bright spot(s): the shale ‘gale
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Source: EIA Annual Energy Outlook, 2008 to 2011
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Shale’s direct and indirect impacts on construction

Onsite: Each well requires access road, site prep, pad,
storage pond, support structures, pipes

Nearby: Products, water require trucking, rail, pipeline,
processing

Local spending by drilling firms, workers, royalty holders

Orders for fracking sand, drills, compressors, pumps,
pipe, tanks, trucks, rail equipment, processing facilities

Downstream: Petrochemical, power, steel plants; LNG
export terminals, fueling stations; LNG-powered vehicles

Losers: coal;, maybe wind, solar, nuclear & suppliers

Source: AGC 4
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U.S. Post-Panamax Ready Ports

Seattle & Taco

Columbia River at
Mouth, OR & WA

New York-New Jersey
Baltimore
Norfolk

Charleston (with tide)
Savannah

cksonville

Miami

Source: U.S. Army Corps of Engineers 5



AGC of Amerlca @

Q lh/P Pl Q “YPJ

Panama Canal expansion’s impacts on construction

e Ports: investing in dredging, piers, cranes, land access
e Nearby: Storage, warehouse, trucking, rail facilities

e Possible bridge, tunnel, highway improvements

e Possible changes in inland distribution, manufacturing

Source: AGC 6



Construction spending (seasonally adjusted annual rate—SAAR )

Total construction, 1/08-5/12 (billion $)

Public, private nonres & private res, 1/08-5/12
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Source: Census Bureau construction spending reports




AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects.

SENE)
2 '7445.%
S >
a z
< g
) 5
2 &
S ApgrCh

Nonres totals (billion S, SAAR), share & 12-month change

5/12 Total Share 5/11-5/12
Nonresidential (priv.+federal+state/local)  $562 billion 100% 7%
Power (incl. oil & gas struc., pipelines) 94 17 31
Educational 82 15 -2
Highway and street 78 14 2
Manufacturing 50 9 27
Commercial (retail, warehouse, farm) 48 8 9
Health care 41 7 6
Office 35 6 0
Transportation 35 6 0
Sewage and waste disposal 22 4 0
Communication 17 3 -4
Amusement and recreation 16 3 -7
Other (water, lodging; public safety; conservation; religious): 8% of total 3

Source: Census Bureau construction spending report



Construction spending: public works (billion S, SAAR)
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Construction spending: institutional (private + state/local)
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Construction spending: developer-financed (billion S, SAAR)
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Priv. residential spending, permits, starts: single- & multi-family, 2008-12

Multi-family construction spending Single-family & improvements spending
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Housing outlook

e SF: improvement so far but distressed and ‘shadow’
inventory will depress prices, limit new construction

e MF: Upturn should last throughout 2012 and 2013
Vacancy rate is now at 10-year low; rents are up

Rental demand should rise as more people get jobs

But condo market continues to have large overhang

And government-subsidized market likely to worsen

e The big mystery: Have preferences changed to favor
renting, close-in locations (=> more MF, less SF)?

Source: Author 14
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Construction vs. overall (un)employment, 6/10-6/12
e Private sector has added jobs since 1/10, construction since 1/11
e Construction added 0 jobs in 2 years but unemployment is down
e Thus, workers are leaving for other sectors, school, retiring

Construction vs. private employment, 6/10-6/12 Unemployment rates
(seasonally adjusted, cumulative % change since 5/10) (June 2010-June 2012)
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Source: BLS employment, unemployment reports 15
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State construction employment change (U.S.: 0.4%)
5/11to 5/12 (seasonally adjusted): 19 + DC up, 30 down

Source: BLS state and regional employment report 16
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Construction Employment Change from Year Ago
1/08-5/12 (not seasonally adjusted)
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U.S. Construction Employment, 1/90-5/12
(seasonally adjusted; shading = recessions)
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Employment Change by Metro (Not Seasonally Adjusted)

Rank
Metro area or division 5/11-5/12 @ (out of 337)

Statewide* (Const/mining/logging) -3%

Bridgeport-Stamford-Norwalk NECTA* 3% 85
Hartford-West Hartford-East Hartford NECTA* -10% 304
New Haven NECTA* -1% 177
Norwich-New London, CT-RI NECTA* -3% 196
Waterbury NECTA* -5% 242
Springfield, MA-CT NECTA* -19% 335
Worcester, MA-CT NECTA* -9% 296

*The Bureau of Labor Statistics reports employment for construction, mining and logging combined for
metro areas in which mining and logging have few employers. To allow comparisons between states
and their metros, the table shows combined employment change for these metros. Not seasonally
adjusted statewide data is shown for both construction-only and combined employment change.

Source: AGC rankings, calculated from BLS state and area employment reports

19



AGC of America

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
Quality People. Quality Projects. & apeac

ENE)
Ay 2
¢ %,
S )
2 z
2 5
2 &/

=

Material & labor costs vs. office & highway bid prices, 3/09-6/12
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Source: Author, based on Bureau of Labor Statistics for Producer Price Indexes (PPls) and Employment Cost Index (ECI);

2
Federal Highway Administration for National Highway Construction Cost Index (NHCCI) 0



PPIs for inputs vs. bid prices, 1/11-6/12 (January 2011=100)

PPI for inputs to commercial structures
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Source: Author, based on BLS reports (PPI), Federal Highway Administration reports (NHCCI) 21
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Producer price indexes for key inputs, 1/11-6/12 (January 2011=100)
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Source: Author, based on BLS producer price index reports 22
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Producer price indexes for key inputs, 1/11-6/12 (January 2011=100)

Source: Author, based on BLS producer price index reports
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Outlook for materials

e |ndustry depends on specific materials that:
e are in demand worldwide
e have erratic supply growth
e are heavy, bulky or hard to transport

e Construction requires physical delivery

e Thus, industry is subject to price spurts, transport
bottlenecks, fuel price swings

e Expect 3-5% Dec-Dec PPl increase but volatility still a risk

Source: Author 24
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Summary for 2012

e Private nonres spending: +10 to +15% (more power,
pipelines, mfg., warehouse, hospitals, maybe higher ed)

e Public: 0 to -5% (highways, educational 0%, other transp.
-5%; continued weak state-local spending)

e Res: +5% to +15% (SF and imp. up a bit, MF very strong)
e Total construction spending: +3 to +9%
e Materials costs: +4% to +9%:; +3 to +5% Dec.-Dec.

e Labor costs: +1.5% to +2.5%

Source: Author 25
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Trends: 2013-2017
e Total construction spending: +6% to +10% per year
- less housing, retail; declining public spending

- new drivers: shale-based gas & oil; Panama Canal
widening; more elderly & kids, fewer young adults

e Materials costs: +3% to +8% (vs. 2% to 3% for CPI)
e Labor costs: +2% to + 4%

e Bid prices: +2% to +5%

Source: Author 26
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e The Data DIGest: weekly 1-page emai h
(subscribe at: www.agc.org/datadigest) |[= pewnioad the one-page Data DiGest

City-by-City Construction Employment, August 2009 and 2008

Constru

tion job losses remain heavy, widespread: homebuilding es, nonres sinks

Seasonally adjusted nonfarm payroll job losses in September totaled 263,000, barely half the avera

. the last 12 months, the Bureau of Labor Statistics (BLS) reported on Friday. (Seasonal adjustment takes
[ ) r rl r ‘ r r . r1 I n into account normal monthly variations in weather and numbers of work days.) Bur construction,
. ) particularly nonresidential, continued to hemorrhage jobs. Construction lost 15% of its September 2008

jobs in

he last 12 months, compared 1o 4% for the entire nonfarm economy. September losses toraled
51,000 in nonresidential building, speciaky rade, and heavy and civil engineering construction combined,
. nearly the monthly average loss of 54,000 over the past 12 months. Residential building and specialty
’ ’ ’ average over the 12-month span. One faintly positive sign was that architectural and n_:qiun-nng services
employment, a harbinger of future demand for construction, rose for the firse time in 15 months, albeit by
only 500 jobs (0.04%), Average hourly earnings in construction tumbled 16 cents 1o $22.45 in Seprember
bringing the 12-month change to 36 cemts or 1.6%, compared to 2.5% for all private-sector production or
nonsupervisory emplovees. The overall unemployment rate climbed to 9.5% in September, not seasonally
adjusted (9.8%, seasonally adjusted) from 6,0% a year earlier. The unemployment rate in construction,

e State and metro data, fact sheets

as had higher unemployment rates in August than a
easonally adjusted industry and metro unemployment rates are

available.) Of the 369 areas reporting nonfarm payroll employment, 356 had year-to-year losses, 11

ins and two were unchanged. The largest percentage gains were in Sandusky, Ohio, 2.7%; Hot

2 Ark., 1.9%:; and

. Spri on, 2.5%: Jonesboro,
. McAllen-Edinburg-Mission, Texas, 1.5%. If sustained, these gains can lead 1o more demand for
construction. AGC compiled a list of 337 areas, including divisions and subdivisions of the 34 larges
metros, for which BLS provided construction employment figures (combined with mining and logging in
metros where employment in these industries is small). Construction employment fell over the past 12
months in 324 of these locations, rose in eight and was unchanged in five. The largest 12-month
PErcentage Consiruction,

vear earlier

employment gains were in Columbus, Indiana, 14% (combined data); Anderson
Ind., 6% (combined): Tulsa (construction only); Longview, Wash. (combined) and Baton Rouge

L .
. L L] (construction only), 3% each. The worst construction job losses were in Reno-Sparks, Nevada, -35%
N o N o (construction only); Duluth, Minnesota-Wisconsin, -33% (combined); Tucson, -31% (construction only),

Wenatchee-East Wenatchee, Wash., -30% { combined); and Redding. California, -28% {combined).

Construction in Chicago will not get a boost from the Olympics. The International Olympic Committee
today awarded the 2016 Games to Rio.

The Data DIGest is a weekly summary of economic news: items most relevant to construction are in
italics. All rights reserved

Subscribe to Data DiGest
Ken Chief E L A i Geoneral C s of America
Phone: 703-837-5313 « Fax: 703-837-5407 Emall: simonsonk@age.org
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