FMI

Industry Overview Presentation

Q2 2024 Market Outlook

‘ FMI




Areas of Focus

Shift in Segment Demand

Where can we expect continued demand regardless of market performance?

Location, Location, Location
Does geography become the primary determinant of growth?

Major Trends Impacting the Built Environment

What are the primary drivers of demand and how will they impact market
performance?
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U.S. Construction Forecast

Total Construction Spending Put in Place (US); Q2 2024
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Industry Sentiment

Comparison of construction industry diffusion indices
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Construction Activity Reflects the Direction of the Economy

Life Sciences Data Centers High-Tech Manufacturing
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Food / Beverage Manufacturing

Logistics
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Old Economy

Shopping Centers / Malls Consumer Goods Manufacturing

Movie Theaters
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Look at the Trend Line of Progress and Where is it Going?
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New Economy Trend Line

Urban Mass Transit

O

v Millennial driving miles

% of US population in urban areas

L ~15% Transportation as % of expenses Logistics

A E-commerce sales
A Digital grocery purchases

Online purchases as % of total
retail activity

Food & Beverage Manufacturing

A American consumption of
processed foods

an Demand for cold storage facilities
Computer chip manufacturing
@I' . - ' ‘N Prescription drug use among adults

‘\ Childhood vaccinations

® ' ~10% Use of anti-depressants in the US
Data Centers

Remote work / tele-commuting

Distributed Power .
Prevalence of semi-conductors /

Power consumption in the US A computer chips

Number of connected devices in

PN Sustained power outages
past five years (IoT)

US transmission lines over 25
years old
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Distribution of Spending and Growth

FMI Q2 2024 Market Forecast

Largest Spending

Power

Educational

Highway &

Manufacturing Street

Highest Growth

Transportation Highway &

Street

Power Communication

—

FMIi Consulting
B

Nonresidential Buildings

[

—— Heavy Civil

Segment

Multifamily

Lodging

Office

Commercial

Health Care

Educational

Religious

Public Safety

Amusement and Recreation
Transportation
Communication
Manufacturing

Power

Highway and Street
Sewage and Waste Disposal
Water Supply

Conservation and Development

2024- 2028 Average
Construction Spending
(Billions)

$116

$102
$130
$73
$137

$144

$48

2024- 2028 Forecast
Growth (CAGR)

1.1%
1.7%
2.2%
2.0%
3.5%

3.6%
3.8%
2.5%
2.4%
-0.5%
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Population Migration Will Frame Where Future Activity Occurs

Population Movement by State
Total net migration 2001- 2022
Number is 2021-2022 Net Migration

NY
-244,137

NC
+82,160

CA
-341,866

FL
+249,064
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Half of Construction Dollars are Spent in Concentration Regions
Construction Spending Put in Place

Top Metropolitan Statistical Areas

N —

® Seattle.

® portland

|

] ® Saqamento
San Francisco e

® San Jose |
® \I
Ri id
Los Angeles ® ~ "/Y¢"%°
o\ ©
San Diego nix

—

FMIi Consulting
B

l ® ?\Minneapoztis
<

)
—

{
-

\

. Chicago

i 3 - ‘]0 Boston
e | Philadelphia . . New York
® Denl 2 India{napoli!'s S8 SR )
i R N "Washlngton, DC
~ ‘ \i'\,\fs‘*vw ,/\>\ vr’/
| | | Nashiille® :
‘ { ’ {2” Charfo,tteﬁ < ® Raleigh
Dallas - { [ \e Atlanta
g =9 A )
\ / (
Austin ) "= | —\
ctonic ® @ Houston

'® Jacksonville

Tampa @ ® Orlando

® Miami

FMI Consulting | © 2024 n




It is NO Longer an Alternative...

Owners have traditionally
employed design-bid-build as
the project delivery method
of choice. As owner needs
and project demands have
changed, owners have
increasingly opted to employ
alternative delivery methods
based on specific project
factors.
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Estimated Design-Build Construction Spending
Billions of Dollars

$408

$398
$388
$370
$333
$306 $320 $314
$280

2018 2019 2020 2021 2022 2023 2024 2025 2026
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Continued Evolution of Off-Site Construction

Panelization

Hybrid Modular

Volumetric Modular
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How is Sustainability Impacting the Market?

Energy transition and

Energy Efficiency

“We don'’t appear to be setup for

electrification from a grid service

standpoint. The grid can’t support
the change.”
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IRA and DOE
initiatives...what is the
impact?

“We have seen a lot of education
facilities focus on the energy
efficiency upgrades.”

Decarbonization...Is it

driving product selection?

“‘Embodied carbon is part of the
conversation, but it’s
overshadowed by financial
concerns.”
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Do We Have a Skilled Labor Problem?

DANIEL J. B. MITCHELL
University af Califaraia, Las Angeles

Wage Pressures and Labor
Shortages: The 1960s and 1980s

Asiee U5, unemployment rate fell during 1988 and carly 1989 into the
5.5 5 percent range, observers worried about upward pressure on wage
inflation. The out of th of the 1970s,
when wage inflation accelerated whenever the unemployment rate fel
intothe 6-7 percent range. But while such concern is understandable, it
may be misplaced i inting the follwing
broud picture of the American lbor market

climale for unions, & period of calm descended on the labor rarkel. Wage and
bac
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Latest Construction Bottleneck: Shortage of Skilled Workers

By CHARLES V. BAGU AUG 55, 1999

John Carroll is among the most wanted men in New York.

Alean, red-haired electrician at a building project on 42d Street, Mr. Carroll
and thousands of skilled construction workers like him are suddenly in
short supply as the real estate boom finally ends what many in the industry
deseribe as a brutal seven-year depression.

There are no unemployed workers at Mr. Carroll's union, the International
Brotherhood of Electrical Workers, Local 3, where a short time ago many
electricians were out of work for six months out of the year. Many are now
working what they call "six 10's,” or six days a week for 10 hours a day.

"Right now, there are no men on the bench,” Mr. Carroll said. “Everybody's
at full employment. You can more or less pick your job. I worked just about
y dayin July. I've been working for 11 years and I've never been able to

hat."

requires fresh approaches
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Solving manpower shortage .

N
Talk to almost any contractor in virtually any part of the n

The Construction Labor Shortage
Dealing with the Challenges -Locally & Globally

Labor Shortages - What do You do When You've Got
the Work, but Nobody to do it?

April 1,2000

H_eavy Equipment Operator Jobs Faces Shortage of Skilled e

Labor for Construction Equipment Industry

Retiring Baby-Boomers = A Labor Shortage?

April 24, 2007 - January 30, 2008 3361

The unemployment rate in 2007 averaged just 4.6%, which s low by historic standards and suggests the
presence of tight tabor market conditions that are retated 1o long-unning demographic trends. Tho oldest
mambars of the baby-boom generation tumed age 60 at the and of 2006, and evary year tharsafter, more of
move into the ages aditionally have retired. the
business community in particular has assarted that the future supply of labor will fall short of employer
demand and that U.S. economic growth and compatitiveness would bo put in jeopardy.

Basod upon a CRS analysis of the current amployment patiarns of baby-boomers across industries and
5 5

‘employment ¥

economy (e.g., Insurance, real estate,

8 : e e N mining, publ wholesale
Construction Equipment Industry is in need as demand for new calls attention q trade, utiities) appear to be highly dependent on baby-boom workers and to face the prospect of tightening
$hartana nf ebillad Ishar winrcars 4~ Al Lissu Cnsiinmant Anarstnr Inhe i ik condNiod s iore of radiional refrement

industries that seek both to replace all boomers who retire from occupations critcal o thei operations and to
_ ey face the most for workers in the noar term
CONSTRUCTION ome > A d health care servicss).
. arkers is uniialy in the long run because companies can be sxpacted o take various
q IR R - . - [v] - + I Ly slowelcw in abor force growth—aithough 1 3ppears few have yet
of the labor shortage scenario s that firms must have more workers i the future
[} Solutions to Labor shortages 1o continue to grow. Proponents of this viewpaint thus are assertng that
4 labor force growth are clossly and directly linked. But, the economy historically
il . 135 2010, Where il fastor than the tabor supply by more effcienty utiizing the availatie pool of
coarding grow 13.3% by 2010,

wark foree come from?

A content

Wanted: Skilled Labor

National Center for C i o and Research (NOC]

experts say that situation is temporary. "We're in a ull with the economy right  rasier

unselicited employenent inquicies. But

According to the latest numbers from the U.S. Bureau of around we'll have huge shortfalls in every craft aut there.”

Labor Statistics, Americans are hard at work. At last count,

Construction worker shortage raising costs of new projects
;-
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Causes of the Construction Skilled Labor Shortage and Propesed
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Skilled Trades Seek Workers

Contractors, Unions Try Web, Schools; A ‘Dirty Jobs’ Rols

By Anton Troianovski

Updsted Aug 19,2008 1159 pm ET

(See Corrections and Amplifications item below.)

Even as the economy slumps and unemployment ri
refineries and export goods has many manufacture
scrambling to find enough skilled workers to plug

With the shortage of welders, pipe fitters and other|

worse as more of them reach retirement age, unior
businesses are trying to figure out how to attract m|

s, according to 3 survey of .38 comp

Their challenge: overcoming
offer less status, money and

collar jobs, and that college

To highlight the benefits of a
sometimes, the potential pit
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What Does the Great Wealth Transfer Mean for the Construction Industry?

Breakout of Generations in the United States Of the $17 trillion in U.S. private business
ownership, 50% of these will be transitioned to

the next generation in the next 10 years.

Percentage of overall U.S. population *Percentage of Private Business Ownership

WIS SEIR
22%

Baby Boomers |
46% :

Baby Boomers j
21%

.
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What Should We Be Considering?

X
& Understanding customer challenges

-Q- Innovating for design flexibility and evolving project delivery

Awareness of changing building requirements and product demands

Preparing and adjusting for market shifts

':E_ : ..
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Connect with me...

Feel free to connect with me on LinkedIn or reach out to me directly with any questions.

Expertise: Industry Focus:
Strategy Development Building Products Manufacturers
Market Research & Segmentation Engineering and Construction
Customer Buying Practices Alternative Project Delivery Methods
Competitor Analysis Private Equity
Market Strategy Construction Industry Associations

Paul J. Trombitas
Partner and Building Products Sector Lead

Paul.Trombitas@fmicorp.com
(919) 793-6242

Connect on LinkedIn
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FMI

FMI is a leading consulting and investment banking firm dedicated exclusively to
the built environment. We serve as the industry’s trusted advisor, providing
current market insights, deep industry research and key relationships that deliver
tangible results for our clients.

Denver Houston Raleigh Tampa

44 Cook Street 1301 McKinney Street 223 S. West Street 4300 W. Cypress Street
Suite 900 Suite 2000 Suite 1200 Suite 950

Denver, Colorado 80206 Houston, TX 77010 Raleigh, NC 27603 Tampa, FL 33607

303.377.4740 713.936.5400 919.787.8400 813.636.1364
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