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13.7%

» Qverall Construction Put in

Place was down 0.2% from
January to March and up 9.6%
over the last year.

« After several years of growth,

non-residential construction
declined 0.2% over the last
quarter. It is still up 13.7% on
an annual basis.

Residential construction was
essentially flat in Q1 after
growing steadily in the second
half of 2023.



Nonresidential Construction

Quarterly Change in Construction Put in Place Annual Change in Construction Put in Place * Annual growth numbers across
January to March 2024 March 2023 to March 2024 most Segments remain Strong.
e 36% o0 162% Commercial, Lodging, and
Conservation and Development are
" 0% the only flat/declining segments on

0 an annual basis.
30% : I
25.9%  Manufacturing has led growth in

1% 2 nonresidential construction, up
0.5% 0.5% 19.5% 20.0% ’
I 0-:/0 I 0.2% 01% 0% 17.2% 17.0% 25.9% for the year. Other segments
0/" 11 I o0k . ean supported by government funding,
» 0% 3% 0% 7% 51% Water/Wastewater, Education,
o 08% I o I I 38% Public Safety, and Highway/Street
" 5 0% - N = [ have done well on an annual basis.
° -1.8% -0.5% I
o 559, * The quarterly numbers reflect the
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Manufacturing Construction

 Manufacturing Construction experienced
rapid growth from July 2022 to May 2023,

Annual Manufacturing Construction Rate
0 essentially doubling from $100 billion per
year to $200 billion per year.
| * While growth in this area has slowed
since May 2023, we've still observed
growth from $200 billion to $220 billion

over the last 10 months.

 The mega-projects driving this growth
(chip plants and battery plants) are multi-
year projects that should sustain this high

level of spending for at least another 2-3
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years.
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 Warehouse construction has been the major Warehouse Construction Annual Put in

driver of commercial construction for the last Place Spending Rate
decade and has also been a primary driver of $76,000

overall growth in nonresidential construction

until about two years ago when manufacturing $74,000

construction became the biggest driver.
$72,000

« Some notes on the historical growth of

wa rehouse warehouse construction (currently at $69 billion $70000
il annually put in place):
conSt ru Ctlon « As recently as 2014, warehouse construction 8000
accounted for 17% of commercial construction £
Ap pears to spending. Today it accounts for 55%. = i
Have Peaked + Total spending did not pass $10 billion o
annually until February 2014.
« Before the late 2000s downturn, the previous $62,000
all-time spending peak for warehouse
construction was $17 billion in February 2008. $60,000
* It appears warehouse construction peaked in 453000
July 2023 at $74 billion annually. It is currently
at $69 billion annually. This decline in $56,000
warehouse is a major component in the overall PP T T

decline in commercial construction (down 2%)
seen over the last quarter. :




$ Billions

$ Billions

- - - « After modest slowing of single-family
Res I de“tlal COI‘St ru Ctlon home construction, the segment has
rebounded from its April low. Both
Single Family Construction Put in Place Annual Housing Start Rate by Month spending and starts remain strong.

460.0 —— Singe Farmily MultFamiy Low supply of existing homes (driven

4400 sgg 4315 T8 AT by high interest rates) will likely

‘ continue to drive demand for newly
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constructed single-family homes in
1200 the near term.

* Multi-family construction saw no slow

1000 down and continued to grow with
spending at record levels through
August 2023. Since August, multi-
family construction has entered a

Multi-Family Construction Put in Place period of steady decline. This decline
1380 600 is seen in both the spending and in
1360 1355 the starts.

134.48 1344 1344

134.0 1999 1925 13, 400 * Note the March multi-family annual
132.0 205 1314 start rate of 290,000 units was below
1300 1290 the May 2020 rate of 296,000 (driven
1280 - by COVID disruptions), and is a

196.0 I number not seen since September
1240 0 2016. The last time multi-family starts

P> > o> ! - :

¢ EINC R were consistently below 300,000 units
SSECGEEEC AN v"% %Q’Q & F O F S was in 2012 to 2013.
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Leading Indicators - AlA

January 2024 February 2024 March 2024

Billings Design Contracts Billings Design Contracts Billings Design Contracts

Current Current E

Above 50

Current Current

Current Current

49.5 | 511

Above 50

Below 50

Below 50

Last month Last month
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Last month Last month

Last month Last month

 Beginning in July 2023, both architectural billings and new design contracts turned negative. New design contracts bounced back to slightly
positive by December 2023 and have remained steady since then. Billings have continued to show declines, though the stabilization of design
contracts indicates we may see stabilization in billings over the next quarter.

« As a leading indicator, this aligns with the declines in nonresidential construction we have seen over the last quarter. The stabilization of
design contracts may be an indicator that we will see these declines end later in the year and see steady nonresidential construction spending
for the second half of 2024.
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Nonresidential construction spending remains very high even though we have
seen declines from what were record spending levels over the last quarter.
Manufacturing spending is $150 billion above the average levels seen in the
2010s and continues to be the driver of construction activity. This high level of
manufacturing construction will likely limit any increase in construction labor
availability due to declines in other segments.

Based on architectural activity we would expect continued slow declines in
many sectors of nonresidential construction through the first two quarters of
2024. Looking to the second half of the year, the flat to slightly positive trend
in new design contracts may indicate a flat nonresidential market during the
third and fourth quarters of 2024.

We are not likely to see a rapid decline in overall nonresidential construction
spending. Government spending and incentives tied to the infrastructure bill,
the Inflation Reduction Act, and the CHIPS Act are likely to provide a strong
baseline of spending driving a healthy construction market across many
sectors of nonresidential construction through 2024.

In the residential space, low existing home inventory driven by high interest
rates is likely to keep the single-family market steadily growing. Multi-family
construction is looking more like it is entering a significant down cycle.



