VERMEULENS

N

Another Growth Recession

Richard Vermeulen

vermeulens.com

/ construction economists




\JVERMEULENS

800 r

700
600 e N\YSE

500 =\/ermeulens
400 |

300 |
200
100
0 ' o 4,000
100 | i
200 | ‘l
300 | '
400 |
-500
-600 |
700 |
-800 L J 1000

2\ 0D 09 O NSl o>

I 6 Month average job growth 16,000

8,000

Job Growth (thousands)
NYSE

1 2,000

X9 O DO QA QLD A DO QD

/ construction economists




\JVERMEULENS

&% 9 Unemployment Rate (%) horizontal red lines indicate pauses in the - 120
22 A , rise of price levels of financial assets - 11.0
= N\YSE (relative scale) rr
1= 20 1 — Reserve Assets (trillions) - 10.0 %
D 18 - . - 9.0
— = Effective Federal Funds Rate (%) D
2 16 - 80
9 Ll
Q 14 - 70 O
& o
o 12 - 60~
S 10 L 50 &
L
a2 L 40 W
~

m -
> 6 30
Z - 20

. - 1.0

0 - 0.0

P D P

¥ construction economists




\JVERMEULENS

24 - 12.0
s ——Unemployment Rate (%) “our policy tightening effects the most interest rate "o
| sensitive sectors of the economy, particularly .
20 4 =——NYSE (relative scale) housing and investment” - 10.0
18 - : o - 90
—Effective Federal Funds Rate (%)
16 - 8.0
14 - 7.0

NYSE / Unemployment
RA / EFFR / PCE / GDP

8

6

4 - [ - 20
2 - 1.0
0 T T T T T T — T x T x x T T T T T x x T 0.0
FTEFILFL LTSI ST PP

/ construction economists



\JVERMEULENS

24 - - 12.0
——Unemployment Rate (%) “When banks raise their credit standards, that
22 can also make credit tight in a broadly similar - 1.0
50 | ——Reserve Assets (trillions) way to monetary tightening.” 100
£ 8 1 ——Effective Federal Funds Rate (%) - 90 %
&)
£ 16 1 - 80 O
3 ~
=~ n - Ll
2 14 7.0 O
- a
S 12 - - 60 —
S o
- 10 - 50 W
: L
-~ Ll
8 - 40~
> <
< 6 30 X
4 - 2.0
2 - 10
0 0.0

/ construction economists



\JVERMEULENS

24
—Reserve Assets (trillions) “One way to see real interest rates is to look
22 - at the nominal rate and then subtract a
20 | — Effective Federal Funds Rate (%) rea_sonat.)/e estimate of one-year u,vf/at/on,
which might be 3 percent. So, you've got 2
- 18 - PCE (%) percent real rates.
Q
c 16
3
Q_é_ 14 T
o 12
C
- 10 A
~
B 8 -
>_
Z ¢ |
4 -
2 -
O T T T T T T \N T T I T I T T T T T T I I T
% %) > g o No) O Q N QJ > X \e) o QA Q) $) Q N g2 $o)
" © © L L O &S N SRS R A AN S S SEF A BN Q
I M A S S SN G S M N M S N A SRR

/ construction economists



\JVERMEULENS

24 - . _ o - 120
——Unemployment Rate (%) The labor market is extraordinarily tight. You
22 - still got 1.6 job openings for every unemployed - 1.0
o Effective Federal Funds Rate (%) person. We do see soften/n.g, but, overall, [ 100
you're near a 50-year low in unemployment ‘
2 181 —PCE (%) - 90 o
Q ()
c 16 - -80 O
5\ ~
— - - LLl
C)_14 7.0 O
c a
o 12 - - 60—
c o
= 10 - - 50 W
™~ L
A 8 - 40 ™~
> <
Z 6 - - 30 &
AV
4| M ~APNCANN o\ - 20
) “\l v
2 - 1.0
O T T T T T T IVL T I‘ T T T T T T T T T T T T OO
¢ @ @ & & & @ @ &8 XL DX H b & O DS
N S S I N N I I I P L U S

/ construction economists



\JVERMEULENS

165,000 r - 165,000
160,000 | Employment Horizontal red lines show 160,000
i the previous recessions of
Egggg _—Labor Force 90-9p3, 2001-2004, 2008- 128888 =
145,000 145000 2
140,000 140,000
135,000 135000 3
130,000 130,000 2
125,000 125,000 &
120,000 120,000 £
115,000 115,000 2
110,000 110,000 O
105,000 105,000 <
100,000 100,000
95,000 95,000
90,000 90,000

O\ 60N P00\ PR SO0\ D Q D A0 Sonte
S S R R Ry

/ construction economists




\JVERMEULENS

24 - 12.0
“Over the past three months
— (0] ’
22 Unemployment Rate (%) job gains averaged 244 - 1.0
20 thousand jobs per month. The 10.0
unemployment rate remains '
— (0) ”
o 18 - GDP year over year change (%) low, at 3.6%. 90 o
Q M)
c 16 - - 80 O
&) <
—_ = - LLl
= 14 7.0 O
c o
) 12 7 B 60 ~
- o
= 10 - - 50 W
~ L
A8 - - 40 O~
> <
Z 6 - 30 &
4 - M - 2.0
2 \/ - 1.0
O T T T T T T T T T T T T T T T T T T OO
O S S S e NN R P RN

/ construction economists



\JVERMEULENS

“Over the first three months of the year, job gains
averaged 345 thousand jobs per month. The
165,000 r unemployment rate remained very low in March, at - 165,000

160,000 | W Employment 3.5 percent” 160,000
155000 | el abor Eorce 155,000
150,000 150,000 ‘&
145,000 145000 2
140,000 140,000 ©
135,000 135,000 3
130,000 130,000 2
125,000 125,000 &
120,000 120,000 £
115,000 115000
110,000 110,000 O
105,000 105,000 <
100,000 100,000
95,000 95,000
90,000 90,000

O\ 6D o003\ O OH>H 0\ D Q X QA0 X
S R S R Ry

/ construction economists




\JVERMEULENS

24 1 - 12.0
——Unemployment Rate (%) “it's possible that this time is

22 - different, unemployment is - 1.0

5o ——NVYSE (relative scale) even lower than where it was [ 100

before we raised rates” ‘
< 18 1 ——GDP year over year change (%) - 90 o

Q

£ 16 - - 80 O
8\ ~
—_ . - LLl
= 14 7.0 B—f
§ 12 4 - 60 —
o
= 10 - A ‘ - 50 B
" y <
w8 / - 40 O~
> <
Z ¢ - 30 &

2 - - 1.0
O -  __ °r " ~0"/— = F " —"~F/@—TVF/FY™H™/@&/ /] W+ e8n —r—t0--=="mu"-"=—St"7_0 7 1° /" /7 II0.0
I & X S L H O QN NN NN X N L N DY YN NN A D™
QY N’ N L O O L O O AV N2 NP X Q

I S S S S N e MRS AP NGNS PN SN AN N P

/ construction economists



VERMEULENS

N

Market Outlook — July 2023

James Vermeulen

vermeulens.com

/ construction economists



\JVERMEULENS FOI’ecaSt

o Bids

e \/ermeulens Index /’

Vermeulens Trendline (3.6%)
400 | == ==High
= Mid
Low

e P(CE [ndex

PCE Trendline (1.7%)

PCE Target 2010-2021 (2%)

200 PCE 3-Year Target (2.5%)

100

o N O) '1/ <’) ’\ D S TP PIH O DO QDN H0 Lol DO QDAY A O

m%m@@@@@%@%

/ construction economists




\JVERMEULENS US Real GDP

2.5% Trend Line
22,000 -

20,000 |

18,000

/ 2009 to 2019
16,000 - A +25.6%

2019 to Current
14,000 | +6.2%

10,000 H‘H

8,000 |||||||IHH ,,,,,,,,,,,,,,,, i :

©
S
0y

GDP (billions)

12,000

X NS
Q Q
> S D

S Qo > O Q@
S P \09 KU S

/ construction economists



\/VERME”LENS US Dollar Risk Hedge

NYSE

16,000 |

12,000 |

8,000 +230%

4,000

/ construction economists



\ .
\/VERME”LENS US Dollar Impact on Commodities

Commodities

140
—OQil ——Gold

120

—Lumber ——Copper
100
80 ~
60

0L ||'

20

O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

O O O D VOO RN DR ADNDDDAA DA DDA DD DD D
\%Q\ &}\ @@\ \\)\ (,)QJQ\ eo“\ \%o%®®%®,g\% \&q, Q,Q%%OQ% & L2 N N PN N 2N N N N S AN N N N NG 2
S

/ construction economists



\
\/VERME”LENS US Dollar Impact on Steel

North American Steel Prices

130 , -~ $1,800
—Structural Sections & Beams
L ——Rebar
125 ‘ 4 $1.600
——USD Index
120 | \r
4 $1.400
15
‘ 1 $1.200
X 100 W o
'8 (-
= 105 | 1 $1000 &
) f £
S 100 i
- [\ 4 $800
95 LS ‘
' W 1 $600
90 r : \
g | < $400
80 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 $200
6 A& > o S VS RS 6 A > o N N X
Q Q N S N N X Al N N N N N 9,
A U SR s I R PN N I S LA

/ construction economists




\JVERMEULENS

Structural Steel Pricing

6,250
5,750
5,250
4,750
4,250
3,750
3,250
2,750
2,250
1,750
1,250

750

250

-250

B Markup
W Labor
B Material

$3,400

High Growth

Cost

Recovery

$3,850

High Growth

$3,850

2020

$5,788

Q2 2023

/ construction economists



\JVERMEULENS

GDP (billions) and NYSE

GDP (billions)

21,000
20,000
19,000
18,000
17,000
16,000
15,000
14,000
13,000
12,000
11,000

10,000

D

1

. GDP
—NYSE

=\/ermeulens

- 18,000

1 - 14,000

NYSE

L L - 10,000

- 6,000

P

(A EENA | 1 1 1 | Il 1 1 1 1 1 1 1 1 1 1 1 1 1 1 2/000

/construction economists



\ :
\/VERME”LENS Federal Reserve Monetary Policy

24 7 ——Unemployment Rate (%) r 120
5> | ——NYSE (relative scale) L 110
—Reserve Assets (trillions)
20 1 ——Effective Federal Funds Rate (%) - 100
— 18 . ——GDP year over year change (%) - 90 .
< —PCE (%) o)
e 16 1 - 80 O
> . ~
EL 14 | [ 70 §
3 12 - - 60—
o
D | L LL
21 5.0 i
A 8- - 40 ™~
4 <
Z . - 30
4 - 2.0
2 - 1.0
0 0.0
QU )
NN
AN

/ construction economists




\/VERME”LENS US Unemployment

25,000
—Total Unemployed
—Currently Looking for a Job
20,000 = Part time for Economic Reasons
» = Job Openings
2 P g
= —Turnover
S 15000
>}
O
S
=
& |
@ 10,000 - \
o )
Q \
(Qv)
—1
5,000 K
O & A4 & ST T A U S SR SIS PR SN SIS SN ¢ S, WX SR X SN NS FR
S & © < @ L L OO N R 00 0 X Q
I R i e A M N R S N

/ construction economists



\/VERME”LENS US Employment (thousands)

160,000
I Employment : 16,000
156000 - ——NYSE - i+3.97M jobs
mmm \/ermeulens '
152,000
‘n
2
o 148,000 8,000
wm
3 L
= 144,000 L
n Z
)
140,000
§ 4,000
136,000
132,000
128,000 2,000
0 & & 6 © & ® O O N 40 X O o A O D N D A
PP YL O LS L] SIS A N SRR TN RO S BT N | G )
S SIS S S S S U S S SRS S SHEEe SHEES S S SO S SR RSSO NS

/ construction economists



\JVERMEULENS

US Job Creation
US Employment (millions)
Jan 08 Feb 10 Fe;t;gozgo Feb 20 Apr 20 July 23 Feﬁliozéo

Total nonfarm 138.4 129.7 22.8 152.4 130.4 156.3 +3.9
— Total private 116.0 107.3 22.4 129.5 108.5 133.6 +4.1
> Goods-producing 219 17.6 3.5 211 18.6 21.6 +0.5

- Mining and logging 0.7 0.7 0.0 0.7 0.6 0.6 -0.1
- Construction 7.48 5.50 2.12 7.61 6.53 7.97 +0.36

- Manufacturing 13.7 1.5 1.4 12.8 1.4 13.0 +0.2

— Private service-providing 94.1 89.6 19 108.4 89.9 112 +3.6
> Trade, transportation, and utilities 26.7 245 34 277 246 289 +12

> Business 29.3 27.0 6.3 332 304 353 +2.1

> Education and health services 19.0 19.8 4.8 24.6 21.8 25.4 +0.8

> Leisure and hospitality 13.5 12.9 4.0 16.9 8.7 16.6 -0.3

> Other services 5.5 5.3 0.6 5.9 4.5 5.9 +0.0

— Government 22.4 22.5 0.3 22.9 219 22.7 -0.2
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US Job Growth

Job Growth (thousands)

800
700
600

400 |

300
200
100
0
-100
-200
-300
-400
-500
-600
-700
-800

N

8

[ =——NYSE
500

I 6 Month average job growth

—\/ermeulens »
7

“\lﬁ,“ ",,.,wlI..l\“|\II\““M“Ihllln....; 1
I L

200K/mth

v

DS OO NN NHN O DO O L XL O DO LD X0 DO QN D

VU

4 16,000

500K/mth

4 8,000

NYSE

4,000

2,000

< 1,000

/ construction economists



\\/VERME”LENS US Construction Employment (thousands)

500 - 8,000
Ed Employees
450 7,500
= \/ermeulens
400
7,000
350
300 0,500 2010 — 2020
+2.1M (28%)
250 6,000
200
5,500 2020 — Current
150 +363K (+4.8%)
5,000
100
50 4,500
0 4,000

O\ PN N2 o> B O DL > O\ DO QX A A K9 Ko K\ 20 1D A AN AL A AN
Q)Q)@Q)\o)%\o)%@c’)@QQ)Q@%@%@%@%@%@%@Q@QQQQQQQQQQQQ'\Q NN QL

/ construction economists



\

VERMEULENS

Year-Over-Year Construction Labor Growth

June 2023
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State Construction Labor (thousands)
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US Construction Volume

Put In Place Construction (annualized billions)
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Economic Summary

Indicator

NYSE

GDP Growth
Federal Funds Rate

Reserve Assets
PCE: Personal Consumption Expenditures

Unemployment Rate
Total Employment

Construction Jobs

Status
+13.2% from peak - increasing
+6.2% from peak - increasing
5.12% - levelling

$8.21 T - decreasing
$5.90 T - target

4.10% - decreasing
2% inflation target

3.9% - levelling
+3.97M from peak - increasing

+363K from peak - increasing
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Construction Escalation Forecast

2024 Economic Performance 283:;:]225 283:;:]225 Bidding 2023 2024 2025 2026 Bich;)i:wal 2
Scenarios . Contingency  Escalation  Escalation  Escalation  Escalation g
Economy Construction Escalation
Modest Growth +2 Million +100K +10% +8% +8% +8% +8% +42%
Minimal Growth +1 Million Zero +5% +6% +6% +6% +6% +29%
Soft Landing Zero -50K 0% +4% +4% +4% +4% +16%
Minimal Recession -1 Million -100K 0% +4% +0% +4% +4% +12%
Mild Recession -2 Million -200K 0% +4% -5% +4% +4% +7%
Moderate Recession (e.g. .com Bomb) -4 Million -400K 0% +4% -10% +3% +3% 0%
Deep Recession (e.g. Financial Crisis) -9 Million -2 Million 0% +4% -15% +2% +2% -1%
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VERMEULENS Escalation Forecast

2021 had high volatility — effectively 2 years of escalation has all occurred in 2021

2022/2023 volatility remains high as we are building nationally at 4.8% above previous all-time highs
Supply chains continue to be stressed with construction demand at all-time highs

Carry 4% - 8% annual escalation to procurement in 2023, 2024, and beyond

Carry 0% - 10% bidding contingency until volatility reduces to more normal levels

Continue to monitor Fed policies (interest rates) designed to reduce demand

Design add/deduct alternates in the 10% of construction cost range

Continue design and get shovel ready

L e !

Supply chain — preorder materials and warehouse close to site
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Procurement Strategy
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Structure & Envelope
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Contract Documents

/ Design Development
Schematic Design
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Beyond Estimation Market Outlook®

Thank you

vermeulens.com
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